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Introduction

The subject “the learning organization” is ever more
present in the national literature in the field of organi-
zation and management. As knowledge has become a
superior resource that will, according to some resear-
chers, soon take its place in the companies’ balance
sheetsÊ1Ë, the concept of organizational learning and the
design of the learning organization based upon it have
become a real challenge for doctorands, postgraduates
doing their masters degree and those with the masters
degree achieved, but for conslutants and managers as
well. Such an interest in this topic is undoubtedly a
good sign, since it proves that there is awareness of the
importance of learning, however, evident is a certain
confusion in the interpretation and understanding of
this issue. The dilemma that is ever more present at ex-
pert seminars and in open students’ works defences at
various study levels is: well then, what is the learning
organization – a new model of organizational structure
or a property a model should have or develop. In this
sense, some other important questions emerge: can a
learning organization be presented by an organizatio-
nal chart, which has so far been the only known way of
presenting an organizational model, or does a knowl-
edge and learning era offer new mechanisms, such as
social networks that are presented by the number and
the density of communications among organizational
parts, management positions or members of a teamÊ2Ë.
In case the learning organization is not a specific mo-
del of organizational structure, do the structures differ
according to the extent to which they are appropria-
te/inappropriate for learning, that is, are some structu-
res a barrier to organizational learning?

Some authors maintain that the centralized structure
blocks learning since it stresses the importance of the
sequence of events from the past, whereas a somewhat
more decentralised structure leaves more space for
creativity and experimenting, which naturally leads to
the conclusion that hierarchy is not a suitable learning

environment. Some research, however, show that ef-
fective and long-term learning is as possible in hierar-
chal bureaucratic societies as in decentralized structu-
res, which challenges the above conclusion that hierar-
chy is not a suitable milieu for learning and gives sup-
port to those authors that claim that the learning orga-
nization is not a specific model of organozational
structure, but a model characteristicÊ3Ë. The differences
among the authors are logical and result from a rigid-
ity of a bureaucratic structure that gives major resi-
stance to change; however, this does not mean that
changes are not possible in bureaucratic structures,
that is, that bureaucratic organizations do not learn.
On the contrary, it only needs to provide the conditi-
ons for learning and adapt the learning process. The
key issue is how to teach bureaucracy and at the same
time retain a necessary level of hierarchy which is syn-
onymous to order, discipline and efficiency. Bureauc-
ratic structures are formalized and structured accor-
ding to the rules, therefore strict rules form a kind of
internal equilibrium. Nonaka maintains that bureau-
cracy learns best if this equilibrium is upset. In order
that bureaucratic organizations shouild learn, it is im-
portant that self-awareness of the necessity to learn be
developed to a greater extent than it is today.Ê4Ë

The starting premise in this work is that the “learning or-
ganization” is not a specific model of organizational
structure, but a characteristic of a model that can be ma-
nifested in different forms (functional, divisional, net-
work, matrix model, etc.). If we adopt the view that the
learning organizations are flat (non-hierarchal), without
rules or procedures, with despecialised executives, as so-
me authors maintain, we will inevitably come to the con-
clusion that 90% among hierarchal and regulated orga-
nizations do not learn, that is, that they are non-learning
organizations, which would be absolutely incorrect. The
structure of an organization is important in its learning,
however, there are other conditions besides the structu-
re that are to be met, and they also affect the employees’
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behaviour: motivation, carrer management, the learning
climate and culture, leadership, etc.

This author plans to, first, explain organizational lear-
ning and the learning process, then to define the con-
cept of the learning organization, and, finally, to try to
solve the above dilemma.

1. Organizational learning

Organizational learning is a new concept in manage-
ment; it emerged in the late 1970s and in the early
1980s, aiming to provide explanations to the phenome-
na that resulted from new trends in organizations. The
traditional practice of leading companies, to invest in-
to the competences of an individual and favour the
function of research and development was destined to
fail with the emergence of Japanese companies that
based their achievement on an integral process of lear-
ning and development of all their employees. Long pe-
riods of stability have shown to last due to the lack of
competition rather than to creative efforts of managers
and experts on research and development. It was for
these reasons that in the 1980s and 1990s, in the cour-
se of transformation and restructuring of these compa-
nies, the development managers and the experts in IT
sector were increasingly made redundant.Ê5Ë The con-
cept of Organizational Learning and the concept od
the Learning Organization based on it links learning to
the organizational (enterprise) performance. Accor-
ding to this concept learning is a process of critical im-
portance for the organizational survival and success.
Basic to this concept is the pledge for radical changes
in the behaviour of managers and employees in organi-
zations, the changes that will result in the change of the
organizations themselves, in that they should be tran-
sformed from low level performance organizations in-
to the high level performance ones. Essentially, the or-
ganizational learning concept supports and generates
ample changes in the company. Therefore organizatio-
nal learning is often classed in management literature
among the concepts of organizational changes (of re-
structuring and revitalisation of the company).

In the literature on organizational behaviour the orga-
nizational learning is related to new trends in the or-
ganization as well as to the need to explain new com-
plex phenomena, such as leadership, organizational
culture, teams and teamwork, making the employees
independent etc., that are to support organizational le-
arning. Here organizational learning is perceived as a
generator of the changes of cognitive and behavioral
nature, as a motive force creating enthusiasm and in-
novation and change-bound organizational competen-
ce. The organizational behaviour theory knows a rela-
tion between the individualized and the organized le-

arning concepts. Analogous to the individualized lear-
ning concept, which explains that learning is a process
in which an individual’s behaviour continually chan-
ges, the changes resulting from the experience and
new knowledge acquisition, we can claim that organi-
zational learning is a continual process of change that
means promotion, innovation and improvements in
production, services, customer service and other sec-
tors, these changes being a result of experiences and
new knowledge acuired by an organization.Ê6Ë The
knowledge remains within the organization regardless
of the changes and the fluctuation of the employees.

All the processes in organizations are assumed to be the
learning systems.Ê7Ë Hence, organizational learning can
be defined as a continual process of creating and impro-
ving the organization’s  (enterprise’s) capability of chan-
ging. The organizational learning concept promoted
continual learning that includes both learning from
one’s own experience and from the experience of the
others. The idea is that the people in organizations be
inspired to continuously learn, explore, experiment, re-
search and change opinions, attitudes and approaches
to the phenomena and problems in the organization.
Thus they develop their abilities to anticipate the custo-
mers’ needs and the competition’s intentions, as well as
to listen to the consumers and meet their expectations.
The organizational learning concept enriched the lan-
guage of management with terms such as: systems thin-
king, creative dialogue, team learning, and gave birth to
a new perspective for understanding the managerial ro-
le. Managers are advised to abandon the “problem sol-
ving” approach (manager is the one who solves the pro-
blem) and to perceive themselves as people who con-
stantly remodel the organization. The organizational le-
arning concept suggests a type of learning (generative
learning) different from the one that is taken to be the
manager routine (adaptive learning). Ê8Ë

The learning era in management is considered to have
started in 1990, with the appearance of Peter Senge’s bo-
ok (Sloan School of Management, MIT) symbolically ti-
tled “The Fifth Discipline”, in which the author describes
the five new “competence technologies”, by which the
“organizations of control” can grow into the learning or-
ganizations. Systems thinking, personal skills, mental
models, participation in vision shaping and team lear-
ning are the basic dimensions in shaping the organizati-
ons believing in the power of learning.Ê9Ë Senge’s work
was a good starting point in understanding the concept
and in affirming the organization as a learning system.
The Sloan School of Management was the site where
the Organizational Learning Center – OLC – was esta-
blished – the world’s best known centre that attracts re-
searchers from numerous universities and business
schools. Their empiric research into organizations



worldwide enabled them to describe the learning orga-
nization, to identify its key characteristics, to differenti-
ate between organizations that learn in a proper way
from those that learn in a wrong way, to suggest organi-
zational design and the culture that will facilitate lear-
ning and, on this basis, to create a model of the organi-
zation as a learning system. Our further discussion on
this topic will be based on the OLC research.

2. Types of organizational learning

All organizations are considered to be learning sys-
tems, however, they differ from one another in accor-
dance to the way they learn, that is, the method they
use to adapt to the changes in the environment. Some
organizations learn in that they correct the existing be-
havioral practices, others completely abandon old
practices and embrace new ones. Some learn exploita-
tively, others learn exploratively.Ê10Ë Both start from
their own past experience, from the experience and
practice of similar organizations, and evaluate their
competences for changing their behaviour. In their
well-known book, “Organizational Learning: A
Theory of Action Perspective” (1978), the early rese-
archers in this field, Chris Argyris, professor at Har-
vard Graduate School of Business, and Donald A.
Schön, professor of Massachusetts Institute of
Technology, explain that there are two levels of lear-
ning, a single-loop learning, based on the ability to de-
tect and correct the errors in activities, within a set of
hypotheses, which is classed as adaptive learning, and
a double-loop learning, based on the ability to chech
the validity of fundamental hypotheses, which is clas-
sed as generative learning.Ê11Ë The adaptive learning, or
the one-loop learning is the one in which the organiza-
tion adapts its behaviour to the changes in the envi-
ronment, in that it undertakes slight interventions
within its existing strategy, design and culture, in order
to adapt. The result of adaptive learning is a reactive
organizational behaviour, which means that the orga-
nization adapts after the changes in the environment
have already taken place. Such organizations learn by
using the others’ good experiences to correct some di-
mensions in the existing structural and behavioural
model, e.g., they reduce the level of formalization and
delegate the authority to junior managers as well as to
non-managers, so that the problems might be solved
where they emerge. The generative learning, or the
double-loop learning, is actually a two-fold learning:
rejecting the old and learning the new. Senge defined
this process as “learning to learn”. This is a delicate
process that consists of rejecting the already learned
and adopting the new, which means the change in the
peoples’ minds, the change in their attitudes, premises
and value systems. The generative learning is a cogni-
tive effort related to the processes of invention, imagi-

nation and creation. In organizations, the generative
learning results into deep, ample and radical changes.
It generates the change in the basic characteristics of
the organizational model itself.

The contribution to the development of the organizati-
onal learning concepts also came from the Japanese
author Ikujiro Nonaka who, jointly with Tekeuchi, de-
veloped (1995) a model of organizational learning
which explains the process of conversion of one form of
knowledge into another: implicit and explicit knowl-
edge. The subjective or implicit knowledge can be tran-
sformed into the explicit knowledge through the exter-
nalization process. In this way the subjective, personal,
or implicit knowledge is converted into a certain form
of procedures, rules, instructions, i.e., into the explicit
knowledge of an organization, and then the explicit
knowledge can in turn be converted into the implicit
knowledge, via an internalization process. The interna-
lization forms that appear most frequently are learning
through practice, employee education and trainings.
Nonaka and Tekeuchi explained two other processes of
knowledge conversion: the socialization process which
deals with the transfer of implicit knowledge from one
member of the organization to another; and the combi-
nation process, which includes combining and system-
atizing of explicit knowledge, to be disseminated thro-
ughout the organization. According to this model, the
knowledge creation and organizational learning are
conducted via an endless spiral of socialization, exter-
nalization, combination and internalization. Ê12Ë

The generative learning outputs are innovation and
change, which means that generative learning equals
creativity. The creative skill is reflected in discovering
and valuating the factors that generate organizational
life, and the processes that the organization values
most. The contents of generative learning, according
to Senge, is made up of generative talks that move the
boundaries of valuating the existing (what an organi-
zation is) to anticipating what an organization may be-
come. Creativity requires both emotional and cogniti-
ve energies to create a positive image of the desired
future. Hence organizational learning is generative le-
arning, and includes five new learning technologies: Ê13Ë

• Systems thinking brings systems perspective into
the perception of phenomena and processes in an
organization. It is essential that the organization
is observed as a whole, not in terms of isolated
parts. When people in an organization are taught
to understand the organization as a whole entity
or as a system built up of interdependent and in-
terrelated parts, they will be able to learn from
the cause-consequence relations which make up
their organization’s method of functioning.

• Personal skills are developed by training em-
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ployees. The learning organization develops a
practice of permanent learning, both on the basis
of the results achieved and on the basis of errors
made. The perceptive competence of the people
in an organization leads to a permanent challen-
ging of their own attitudes, to learning and to
changes in behaviour.

• Mental models are personal images or pictures
people have about the world, the processes and
the phenomena. These are gathered knowledge
and experiences acting from behind, subcon-
sciously, and affect the individual’s behaviour in
the organization. People change their images of
the phenomena and processes in the organiza-
tion when they learn something different from
what they knew, or have different experience.
Working together people learn from one another
and modify their mental models.

• Participating in vision creation (mutual vision),
means education and training employees to un-
derstand the idea and develop awareness of its
benefits. To become supporters and promoters
of the vision, the employees should be included
into its creation.

• Team learning is a synergy effect of team work
that improves the way of thinking, the change of
mental models, abandoning of prejudices and
stereotypes. Teamwork encouraged dialogue, ar-
guing and generating unique solutions. 

The organizational learning concept contributed to the
rise of intrapreneurship which is reflected in the  willing-
ness of people in organizations to collaborate within
work groups and teams, to share knowledge and experi-
ence in their interaction, to learn and develop their com-

petences in order that they should be included into the
unstructured and non-programmed activities in organi-
zations. The intrapreneurs are the people in factories
and in workshops; they redefine technological proces-
ses, remodel work processes, redesign workposts, im-
prove the quality, increase work productivity etc. Hence
organizational learning and intrapreneurship are gere-
rating factors in high performance organizations. Ê14Ë

3. The organizational learning process

The understanding of the organizational learning pro-
cess can be facilitated by a system approach, according
to which the organization is a complex system consi-
sting of interrelated parts and open to the environ-
mant. Starting from the organization as a learning sys-
tem we can draw a conclusion that learning is an inte-
grative process permeating the entire organization.
The learning process, as well as other organizational
processes, follows its own course, which means that
organizatinal learning goes gradually, or in phases.

The majority of studies on organizational learning large-
ly deal with the same activities in the learning process,
the only difference being that different authors group
them differently, therefore literature lists the models of
learning process structures in three phases (creation, dis-
semination, application) or in four phases (acquisition,
information distribution, information interpretation, me-
morizing).Ê15Ë Basically, there is no significant difference
between these two models, therefore an integral organi-
zational learning model can be created and structured in-
to four phases: it starts with the creation of knowledge
(1), continues with the knowledge dissemination throug-
hout the organization (2), then knowledge is memorised
(3) and finally applied (4), as presented in Figure 1.

 
   Inputs                knowledge            dissemi-               organizational               knowledge         
outputs 
 (inform.)              creation                 nation                    memory                      application         
(perform.) 
 
 

Experien
Figure 1: The learning model

Phase one: knowledge creation – organizations collect
information from internal and external sources, then
process and interpret it. Real knowledge is more than
the information itself. It incorporates the meanings
contained in the information, but also the messages
that are not always manifest. Therefore, in creating
knowledge it is very important who is the one that in-
terprets the collected information.

Phase two: knowledge dissemination – organizatio-
nal learning is collective learning. Hence the organi-
zational learning process means that knowledge is
disseminated throughout organization, it is available
to everyone. There are two basic forms of knowledge
dissemination in organizations: formal, when knowl-
edge is disseminated in a prescribed way, using esta-
blished methods, manners and means, and informal,



when knowledge is shared in informal relations
among the employees.

Phase three: knowledge memorizing – organizational
memory is a critical factor in the organizational lear-
ning process. The basic difference between individual
and organizational learning is in that the individual
knowledge is the property of an individual, whereas
the organizational knowledge is an organizational re-
source. Hence the organizational knowldge has to be
stored as organizational property. Organizational
memory consists of written documents, such as the
statute and codes, strategies and plans, decisions, mo-
nografies, etc; as welll as unwritten rules of behaviour,
such as norms, standards, jargon, style and other ele-
ments of organizational culture.

Phase four: knowledge application – the knowledge
application phase includes the activities of implemen-
tation of what is learned. The outcome of this phase
should be a change in the behaviour of an individual
and the change in the behaviour of the organization,
that is, a general increase of individual and organizati-
onal performance. It is this phase that new experience
is formed, to become a useful source of information in
the repeated process of learning in the organization it-
self as well as for other organizations, those that use
benchmarking in the learning process. The role of ben-
chmarking in the organizational learning concept is to
collect useful information on those who are better and
who implement superior work proceses. Comparison
to others who do their job better and more efficiently
is a very popular method of self-evaluation of strengths
and competences, and of collecting information and
knowledge created by the best and the most successful.
Benchmarking is in fact a comparative analysis in
which an organization compares with the best in the in-
dustry and gets information and knowledge about  the
way the best achieve highest performance and tries to
find ways to become a high performance organization.

4. The learning organization

Given the definitions of organizational learning and
the learning types and processes, it is logical to define
the learning organization as an organization that has
potentials for organizational learning development
and that implements the characteristics of its basic di-
mensions, such as the level of bihavioral formalisation,
the authority centralisation level, the process standar-
dization extent, coordination mechanisms, etc. to crea-
te conditions and encourage its employees to perma-
nently learn and improve. The learning organization
actively creates, transfers, stores and uses knowledge
in order that it should improve its competencies, adapt
to environmental changes and achieve superior perfor-

mance. The learning organization promotes exchange
of information among the employees and ensures the
conditions for their permanent development and pro-
motion. Thus it reduces rigidity while increasing orga-
nizational flexibility, that is, reduces the extent of orga-
nizational bureaucracy, which is a key barrier to lear-
ning. According to Senge, “The learning organization
is one that permanently increases its competence for
creating its own future. It does not stop at just mere
survival. The aim of the learning organization is not
only to achieve the planned business performance, but
to achieve a higher level of competencies, primarily of
its employees, and then of the organization itself.“ Ê16Ë

Consultants are frequently faced with numerous ques-
tions, dilemmas and doubts that people from practice
put befor them, such as: “Even if I come across the le-
arning organization, how will I be able to recognize
it?“ Indeed, this question can be asked by any of us.
How will we know that the organization we analyse is
the learning organization? Literature brings a variety
of descriptions of organizations that can be deemed
the learning organizations, or are on their way to achi-
eve this status. Most frequently used are the above
quoted Senge’s disciplines, such as the test on whether
an organization is a learning one or it is on its way to
become such. A more pragmatic formula for testing
organizational characteristics is provided by the con-
sultants of Sloan School of Management who found
that all successful companies use a more or less the sa-
me model to develop into a learning organization. Si-
milar to Senge, who in fact belongs to this same
school, the consultants, too, focus upon five elements:
(1) leader with clear vision; (2) a detailed and measu-
rable action plan; (3) prompt exchange of information;
(4) inventiveness; (5) capability of turning activities
into results. A formula to create a learning organiza-
tion (LO) goes as follows:
LO = Leader with vision x Plan/Metrics x Information
x Inventiveness x Implementation.
The organizations that are characterised with the five
quoted elements are on their way to become learning
organizations. In order that they should really become
such, each of the elements should be filled with the
right contents.Ê17Ë Anyway, the focus is upon the organi-
zational characteristics that are reflected in the leader
style characteristics, the state of development and ma-
turity to accept authority for disseminating the vision
and team work, to change their attitudes, values and
mental models, to act in an entrepereneurial manner,
by creating new ideas, or new products and services.

After we have learnt how to recognize the learning or-
ganization, let’s try to answer the question on whether
it is a new organizational model or is just a new cha-
racteristic to be developed within the model. Here we
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will adopt the “frame and picture“ metaphor, frequent-
ly used in the philosophy of Christianity, especially in
the Orthodox tradition, when explaining the religious
rites. The frame is the folklore, the picture is the es-
sence or the contents of the rite. The frame without
the picture is nothing, however the picture, even if left
without a frame, retains its meaning. Similarly, the or-
ganizational architecture as a frame is a mere organi-

zational scheme, meaningless until we have seen the
organizational picture, made up of processes and sys-
tems. Herefore, some attitudes presented in literature
must be questioned, since it is an extremely simplified
and artificial to a priori pronounce some structural
models,  bureaucracy, for example, as inapropriate to
learn. On the other hand, shallow structures are a pri-
ori considered appropriate to learn (Figure 2).Ê18Ë

Responsibilities for decision making and decision enforcement 

Figure 2: The Learning organization’s evolution

According to Daft, organizations have undergone a
certain process of evolution, in three phases: (1) from
hierarchally structured systems that built their success
upon bureaucracy, in which the responsibility in deci-
sion-making and action implementation control is de-
legated to top management, (2) through hierarchally
constituted systems that build their success upon in-
terfunctional teams and training their employees to
take over the authority independently, and (3) to or-
ganizational systems as learning organizations that ba-
se their success upon process teams and upon strate-
gic responsibilitise of the employees. We are justified
in wondering how many organizations today have re-
ached the phase (3).

Every organization,  according to the “frame and pic-
ture“ metaphor, is known to be more or less bureauc-
ratic. According to Figure 2, the frame corresponds to
phase (1), and the picture is the following: high hori-
zontal and vertical specialisations, standardized pro-
cesses, formalized behaviour and lack of flexibility.
The consequences of such a picture for organizational
learning are:Ê19Ë any information, however objective,
that may endanger the existing hierarchal system is

not welcome; certain information, due to its bad flow,
most often does not reach the people that would learn
most from it; slow implementation of some decisions.
When we get to know the bureaucracy picture, we
need not necessarily change the frame in order that
we change the picture, since changing   the frame
without changing the picture would not ensure the
conditions for the development of a learning organi-
zation. Hence we should educate bureaucratic models
how to become learning organizations, or, as Senge
says, “to learn how to learn“. The bureaucracy level
should be reduced to increase the learning speed of
bureaucracy models and thus maintain hierarchy
without which no organization can survive.

CONCLUSION
A scientific field of management and organization is rat-
her prone to the impacts of „fashions“. Since the emer-
gence of scientific management up till the present times,
literature has marked numerous “revoultionary“ inven-
tions, that were never scientifically founded and were
never proven in practice. The views presented in this pa-
per rely on the historical development of theories and
concepts, not only in the management and organization



sciences, but also in other scientific fields. New concepts
stem from the weaknesses of the previous ones, in that
they develop new, different approaches to the same pro-
blem and become a consistent and complete learning
system to represent a new paradigm. It is the same with
the concept of the “organization that learns“ or the “lear-
ning organization“. In order to survive, organizations ha-
ve to change constantly. Nowadays, in an era of infor-
matics and a high rate of change in the environment,
when knowledge is doubled on a yearly basis, they have
to change even faster. This is the main difference in the-
ir learning, and the speed has become their basic charac-
teristics or capacity. Hence it is incorrect to maintain
that bureaucratic organizations are non-learning mo-
dels, while debureaucratized models are the learning or-
ganizations. As shown in the above analysis, the model
is only a frame, whereas the substance of the model is in
the pisture, that is, in the characteristics of the system
and the process that are going on within that model (fra-
me). Every organization will be a learning organization
if designed in such a way that there are no obstacles to
learning and knowledge dissemination throughout the
organization, to the information flow, to the employees’
satisfaction, to solving problems where they emerged.
That means that bureaucratic models cannot survive to-
day with the smae characteristics they had one and a
half a century ago, however they do survive with the
characteristics that improved their potentials for change
and adapting to the environment. Ford Motros Co., an
image of “Taylorism“ and a synonym to bureaucratic or-
ganizations was indeed a learning organization. A cen-
tury ago, with a change in the working practice, having
introduced Taylor’s inventions, the process standardiza-
tion and the assembly line, the company became a para-
digm of learning and mass production. Today it is still a
learning organization, only, in order to increase its ca-
pacity of learning faster and responding to change, it
had to improve its bureaucratic structure by building te-
ams. It is with pleasure that the author of this paper sta-
tes that she is not in the minority, since modern literatu-
re lists a large number of authors whose approach to the
development of new theories and concepts in manage-
ment and organization is similar to hers.Ê20Ë
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Introduction

The earliest electronic negotioation systems working
via the Internet were the configurators, uploaded on
the sites selling computers. These tools served as basis
upon which the Internet sales of computers were con-
ducted. They allowed for anyone who wanted to pur-
chase a computer via the Internet to create their own
configuration, i.e., to select the elements and compo-
nents of the computer by deciding on the parts of the
computer, the software supporting the site analysing
whether it was possible to assemble the computer us-
ing these components. The customers are thus in a po-
sition to optimize the computer’s performances on the
basis of the amount of money they had to spend, since
the software computed the total price of the chosen
components. Today, these tools are numerous, sup-
plied with various auxiliary programs (smart software
agents). The customer can put together a computer
(or any other device or machine) he likes, following a
set of given rules, and the task of these tools is to use
these same rules to show 

the customer how much he will have to pay. The confi-
gurators, however, are only one in a series of the Inter-
net e-negotiation systems. In addition to these, there
are also Negotiation Support Systems (NSS), and the
Decision Support Systems (DSS). These are the soft-
wares created to help the negotiator during all or only
certain stages in negotiations and may be categorized
in different ways. The ENS differ from some other in-
formation systems in several key aspects. Firstly, they
are directed towards the network and have to be linked
to the Internet at all times. Then, they provide for the
close link between the business processes within and
out of the company (e.g., supply chain management),
as well as a large number of access systems from any
place you are. Their interface with the users is ensured
through the web-browser: it is easy to understand and

common to many different applications. Besides the
ENS, Video Conferencing is also used in economics or
political negotiation processes, and this is also a type of
electronic negotiations, given that  information and
communication technologies are used throughout all
the phases of the negotiation process. The history of vi-
deo conferencing dates back as early as 1956, when the
US firm AT&T first tried its invention – a video telep-
hone (Pisturephone). Fourteen years later, the users of
the AT&T picturephone paid a monthly subscription
fee of $180, and as early as 1971 the Ericsson company
presented their product – the transatlantic video telep-
hone – LME. The first actual video conference was
conducted using the analogous TV and satellites, then
conferences followed using the digital systems, and
then via the computer systems. These became a routi-
ne in the work of multinational companies in the 1980s.
Today, the signal transmitting the piscture and the so-
und is digital, therefore it can be sent in different ways.
The video conference is most commonly carried out
within a local network (e.g., LAN) or through the pu-
blic telephone network (most frequently the ISDN, be-
cause of its financial profitability and a satisfactory
quality of transmission).

Functions and activities of ENS

The negotiation systems used on the Internet differ
from the systems used in autonomous computers and
in the networks covering large areas in their mecha-
nisms as well as in the methodologies they use. Some
of these systems facilitate communication, others act
as  active mediators. There are also systems that faci-
litate a mutual preparation of the contents of docu-
ments (Schoop and Quix 2001), and the systems that
allow the negotiators to present offers to be further
forwarded to experts (Cybersettle 2000, NovaForum
2000). A mutual characteristic of both the software
meant to be used in e-negotiating and of the systems
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that incorporate some elements of e-negotiations is
that they are uploaded on the Internet and are able to
support, aid or act in place of one or more negotiators,
mediators or assistants. They are, as said above, enti-
tled the e-negotiation systems (ENS), similar to the
systems of e-commerce, e-business, or e-market. 

The ENS can be defined as a software using the Inter-
net technologies, positioned on the Internet and cha-
racterized by one or more following properties:

a) supports decision-making and giving 
concessions;

b) proposes offers and agreements;
c) evaluates and critically analyses offers and 

counteroffers;
d) provides a structural arrangement and 

organization of the process;
e) provides information and expert opinion;
f) facilitates and organizes communication;
g) helps in preparations of agreements;
h) provides access to negotiation knowledge.

As softwares uploaded on the Internet, capable of ai-
ding one or a number of negotiators, mediators or as-
sistants, the ENS allow for the use of e-mail, chat and
video technology, as well as automatic negotiations
and auctions. The role of the ENS is in some proces-
ses passive (e-mail and video). More advanced sys-
tems take an active participation in the process, inclu-
ding the estimation of the consequences of the offers
placed, the propositions for new offers and agree-
ments as well as a critical evaluation of counteroffers.

The overall role and behaviour of the ENS in negoti-
ations is of crucial importance when it comes to their
creation and use. While passive systems can be under-
stood as fast and sophisticated transmitters of messa-
ges, active systems can provide support, facilitate
work and act as mediators. The systems capable of ac-
cessing and processing knowledge and able to work

autonomously as regards their users are characterised
by a certain level of intelligence and can be proactive.
It is from this aspect that we can class the ENS into
three broad groups:

1. Passive systems – facilitate communication and
interaction of users situated in different places.
They help them present their ideas, offers and
arguments. These systems can also provide sup-
port in information collecting, organizing, and
processing. Passive systems, such as e-mail and
chat, are not concerned with the manner in
which the contents is created, nor with the use of
resources required for the given contents.

2. Active facilitating-mediating systems – help
users in formulating, evaluating and solving dif-
ficult problems, giving concessions and creating
offers, as well as in evaluating processes and
agreements. As a rule, these systems follow a ne-
gotiation process model to which the users have
to reconcile. They also have the components for
problem and solution structuring, as well as tho-
se for offering evaluation and for creating coun-
teroffers. Models built into active systems are
the models of the problem, of the negotiator and
of the process itself.

3. Systems of proactive intervention-mediation –
are characterized by the same properties as the
systems of active facilitating-mediating, howev-
er, they are capable of coordinating the negotia-
tors’ activities, of supervising  their activities, as
well as of giving propositions as to what offer
should be given or what agreement should be ac-
cepted. In order to be able to act in this way, the
systems of active intervention-mediation access
and use the data bases and make use of the me-
ans of intelligent softwares that supervise both
the negotiation process and the individual activi-
ties of the negotiators.

ENS functions and activities

Functions Activities 
 
 
Transfer and storage  
 
 
Browsing and retrieval  
 
 
Formatting, presentation i 
interaction  

 
Communication, presentation and interaction  
 
Infromation transfer among heterogeneous systems; storage 
in  arrayed systems; safety  
 
Retrieval, selection, comparison and collecting shared 
information 
 
Data formatting for use in other systems; data vizualization, 
presentation of  alternative data, user -system interaction  
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Functions Activities 
 
 
Decision-making problem 
formulation  
 
 
Technical data on the decision 
maker 
 
Strategies and tactics  

 
Decision-making and negotiator problem  
 
Decision-making problem formulating and analysis; viable 
alternatives; decision -making space , measuring 
 
Technical data on decision makers description notions; 
desires; alternative comparison measures; negotiators’ 
models and styles  
 
Evaluation and selection of initial strategies and tactics  
 

 
 
Forming and evaluation of offers 
and messages  
 
Analysis of the partners  
 
 
What if, sensitivity and analysis of 
stability 

 
Process 
 
Forming offers and concessions: message and argument 
analysis; argumentation models  
 
Shaping and cheking of the models of negotiating parties; 
evaluation and anticipation of t heir behaviour  
 
Offer and counteroffer analysis; balance analysise; possible 
agreements evaluation  
 

 
 
Process, history and their 
evaluation 
 
Search for knowledge and its 
application  
 
 
 
Negotiations protocoles  
 
 
Strategies and tactics  

 
Knowledge  
 
Shaping the negotiations history; process analysis; evaluation 
progress/regress; history based anticipation  
 
Access to external information and their use, knowledge of 
the situations in negotiations and the problems emerging in 
the course of the process; comparati ve analysis 
 
Specification and observing the plan in the negotiation rules  
 
Estimation of the other party’s strategies and tactics in 
negotiations; change of strategies and tactics  
 

Source: Gregory E. Kersten: E-negotiation systems: Interaction of people and technologies to resolve
conflicts, http://interneg.concordia.ca/interneg/research/papers/2004/08.pdf

The use and the impact of passive systems upon the
negotiation process and its outcomes has also been
studied. Negotiations via e-mail have shown that a
narrow scope of communication has a negative impact
upon the negotiation process, therefore the scope sho-
uld be increased by the methods of communication
known so far. The findings in the reasearch have also
stressed the importance of the activities that are not
related to the negotiation task itself, as regards the re-

lations and the outcomes of the negotiations. The ac-
tivities that are not related to the task are very impor-
tant to the negotiators who are supposed to establish
a close relationship and trust. They ought to bridge the
social differences existing between themselves and the
other party, as well as use a positive or a negative
“emotional style“ instead of a “rational style“. Other re-
searchers perceived the presence of prejudices when it
comes to negotiations via e-mail, i.e., “temporary
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simultaneity“, “bridges burnt“, the information circle
and the “malicious imputation“.1

ENS review

In order that the differences among the passive, active
and proactive ENS be better understood, we will give
some examples of the existing systems developed at
the Concordia University – SimpleNS, Inspire, Aspire
and eAgora.

The SimpleNS, as a passive ENS, does not impose
upon the negotiators the need to formulate and
exchange complete offers. The system does not
enquire into the negotiators’ wishes, it does not create
a benefit function, nor does it show the negotiation
graphs. It is only slightly more eligible than the e-mail
system, since it allows for the separation of offers as
regards messages, and the whole negotiation flow is
readily accessible to view and chronologically presen-
ted on one side. The SimpleNS has only three pages:
one with the case description, one with the data ente-
red and one showing the negotiation flow.

A different, active system Inspire was developed in
1995, as part of the InterNeg research programme.
Since 1996 it has been used to conduct anonymous bi-
lateral negotiations. The system uses a threefold  ne-
gotiation model:

1. prenegotiations;
2. egotiations; and
3. a phase following reaching the agreement 

(negotiations termination).

The Inspire system is commonly used in lectures and
trainings. The use of the system is free of charge, on
condition that the users fill in two questionnaires and
that the developers of the system are allowed to use
the obtained information, which they exchange for the
purpose of further study. Typical negotiations via the
Inspire system last three weeks, however, the users
may demand that the terms are prolongated. During
the negotiations the participants can check the history
of the offers and counteroffers presented, as well as
view a graphic presentation of the offer exchange flow.
On reaching the agreement by the negotiating parties,
the system decides whether the negotiations are con-
cluded successfully. If the compromise was not suc-
cessful, the system proposes entering the negotiations

termination phase.  This phase starts by calculating
successful alternatives prevailing in the compromise
reached. Once the negotiations have been terminated,
the parties may agree on whether either of them sho-
uld present its desires to the other party. This allows
for the system to create a negotiation flow graph. Sin-
ce the users achieved a favourable agreement, no im-
provements of the situation are necessary. In the 1996
– 2004 period, 6,126 people from 62 countries used the
Inspire system to negotiate. The majority of users were
students, managers, lawyers, engineers, and physicians. 

One example of a classic proactive electronic negotia-
tion system is the Aspire, which is actually the Inspire
active system expanded by a software agent called
Atin (Aspire = Inspire + Atin). The Atin negotiation
software retrives the information from the basis of ne-
gotiation knowledge and gives advice to the negotia-
tor. The advice is based upon:

1. the rules of negotiations derived from literature;
2. the status of the actual negotiation process; and
3. information on the negotiator stored in the data-

base of one user. At the beginning of negotiations
each negotiator decides, using the Aspire system,
whether they wish to use the services of the Atin.
The user’s agent can access only the information
available to this user and his knowledge database;
private information on the other negotiating
party are not available.

The Atin constantly supervises the negotiation process,
thus giving the agent an opportunity to warn the user
about the actions he undertakes, especially those
which may have a negative impact upon his situation in
negotiations. The Atin uses simple “traffic signs“, to
show the user the evaluation it created of the situation
at one particular moment. Thus the green colour me-
ans there are no warnings for the user (negotiations
proceed as planned), the yellow colour means a
warning, while the red colour warns the user that the
Atin perceives a certain step as a wrong one. In such a
case the user opens a separate window in which the re-
asons for showing the red sign are shown, as well as a
proposition towards the solution to the problem. Besi-
des, the user can require that the agent make an evalu-
ation of the previous activities, as well as advise on po-
tential further steps. In order to give the best possible
propositions, the Atin may ask the user for additional
information (e.g., negotiation strategy, willingness to
make concessions, etc.). then, the user may ask the
Atin for advice concerning possible strategies. The
agent then shows a list of strategies together with
explanations of their positive and negative aspects.

1 L. Thompson, J. Nadler: Negotiation via Information
Technology: Theory and Application, Journal of Social Studies,
no. 58/2002, pp. 109-124.



The eAgora system is a proactive ENS prototype provi-
ding the services of an electronic market to the  users
who wish to sell or buy goods in such a way. The services
of this system include the existence of a software agent
that presents offers and criticizes the ones presented by
the purchaser (seller) and their partners in negotiations.
If the user activates the agent, the agent  will require the
information on the approach and the strategy of the user.
This data, together with the offers and counteroffers
exchanged during the negotiations are used to determine
a number of possible offers (packages) which are presen-
ted to the user. The agent analyses the information on
the user, his approach, wishes and the reserve levels, in
order that it should evaluate the offer the user wants to
place, as well as the offers the user is given. If the user
wants to propose an offer that violates the reserve levels
of a certain disputable issue or that does not conform to
the chosen negotiation strategy (e.g., a competition bo-
und user offers a significant concession), the agent warns
the user and criticizes the offer. It also criticizes the user’s
move to accept an offer that does not fulfill his reserve le-
vel. The agent’s capability of criticizing helps the user un-
derstand the possible deviations from the strategy and
the innitially agreed wishes, as well as a need that they
should be corrected.

Negotiations  via  video conferences 
(Video conferencing)

Video conferences, defined as communication by which
the sound and the motion picture are exchanged among
two or more locations2, are the most suitable method of
conducting  international electronic negotiations. Using
information and communication technologies (ICT),
the video conference allows for the people situated in
different places to see and hear one another, which is
very important in conducting negotiations with high
stakes. Therefore the video conference is frequently
used, not only in Distance Education, but also in busi-
ness, and increasingly so in international politics.

In terms of the quality required in transmitting the mo-
tion picture and the sound and in terms of financial
means, we distinguish between the Desktop Video
Conference System and the Room-based Video Confe-
rence System. Also, in terms of the type of the
equipment used, we can distinguish between the Desk-
top and Room-based Video Conferences. Besides the
basic equipment required for conducting a video con-
ference, there is additional equipment which allows for
presenting written materials, graphs, or the presenta-
tion of the screen background. The equipment used by

the participants in a video conference may come from
different manufacturers and may vary in terms of mo-
del and size.

The desktop video conference is the most commonly
conducted video conference, employing the computer
to which the monitor, the video camera, the micropho-
ne,  loudspeakers, and the processing unit called “co-
dec“ (Coder-decoder) are attached. The codec provides
video conferencing via telephone (in case of desktop
negotiations). Its task is twofold. On the front it has a
role of the coder, that is, it receives the analogous  vi-
deo signal and codes it (digitalizes and compresses it).
On the reception side it has a role of a decoder, that is,
it decompresses the incoming, digitalized video signal
and transforms it into the analogous signal. The quality
of picture and sound transmittance largely depends on
the codec, since losses occur during the compression of
the outcoming video signal and the bandwidth. The
consequences of a slow codec or a poor bandwidth are
the interrupted picture and the delay in the sound sig-
nal. In February 1994 the CU-SeeMe software for Ma-
cintosh was created, making it possible for the video
conference to be conducted. Next year the same was
created for the Windows. The Microsoft NetMeeting,
whose improved version is still used in computer-con-
ducted video conferences, was created in April 1999.

As regards the type of communication network, the
desktop video conference can be conducted in the
following two ways:

a) by an analogous video conference via a modem
– the modem and an analogous telephone line
are used to connect the computer with another
personal computer, i.e., the participant that uses
similar communication equipment.

b) using digital networks – digital networks ensure
a high quality of picture and sound transmission.

The above qouted equipment, the modem, the analogo-
us or digital communication lines help conduct an Inter-
net video conference, too. The Internet is, however, still
too slow for conducting a quality video conference. An
additional flaw is that the line capacity is shared with ot-
her Internet data, which causes an interrupted video
picture and a delay in the sound signal. New methods in
picture and sound compressions, as well as new capabi-
lities of the Internet technology will allow for a higher
quality video conferencing in the near future.

Every participant in an audio or a video conference
must be supplied by a necessary software that controls
the messages exchange process between the partici-
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2 Introduction to Videoconferencing, http://www.video.ja.net/intro/ 
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pants. Certain programmes, such as the above menti-
oned Microsoft NetMeeting and the virtual classrooms
packages produced by Centra and LearnLinc compa-
nies are specially created for conferences, while in so-
me other cases the necessary functionality may be ac-
hieved at special Web sites.

Besides the change in the video picture, the sound and
the data, the desktop video conference frequently in-
cludes the document sharing. The notion “shared do-
cument“ means a possibility to add, amend, prepare or
print a document which is simultaneously available to
other parties. Thus, for example, if one of the partici-
pants has an open Word document and is writing in it,
the other participant can see the same document on
his screen and can add, alter, write in or print that sa-
me document.

The room-based video conference is meant for work
among a larger number of participants, which meets
all the conditions required in conducting any more
complex negotiations. A video conference may have a
very high quality of transmission, however, the price
of the communication and equipment in this case is
equally high. Contrary to the desktop video conferen-
ce, the room-based video conference uses one or two
large monitors similar to television screens, larger lo-
udspeakers and a larger vide camera, most commonly
positioned between the monitors. Nowadays video-
beams are increasingly used. The equipment is usually
mounted on a moving platform, therefore it is not con-
fined to only one location, especially as regards the vi-
deo-beam. It is connected to the communication
network by more than two digital lines (most
frequently a combination of 3 to 6 digital lines is used).
The desktop and the room-based video conferences
are only the types of video conferences as regards the
equipment used, and they can be employed in the po-
int-to-point and the multi-point types of communica-
tion too. Participation of more than five parties in a vi-
deo conference is considered to result into a poor,
ineffective communication. The multi-point video-
conference is conducted via a specific device called
“bridge“ (Multiple conference unit). In case a compu-
ter is used, there must be a specific software.

The Satellite video conference is a video conference
via digital satellite television, and is commonly used
by well-known world universities as a method of lin-
king groups of students from different geographical
areas. This communication may be conducted via elec-
tronic mail, via picture or via sound. The satellite  vi-
deo conference ensures a high bandwidth and great
transmission speeds towards the satellite and back.

Today’s mobile phones allow for the meetings to be
held in real time, with picture and sound, therefore we
can also talk about a mobile video conference. They are
available to all the subscribers of the third-generation
network (3 G) who own the respective models of mo-
bile phones. A number of persons can participate in
such conferences, with the screen showing each of the
participants. It is also possible that the screen is not
shared, that it shows only the portrait of the participant
currently speaking. These conferences have become a
commonplace in the business world, at least when the
negotiations including lower stakes are concerned. In
the world of foreign affairs they can be used as a mo-
dernized version of the so-called “napkin diplomacy“.

CONCLUSION

The development of the ICT and electronic business
brought forth a significant acceleration in the negotia-
tion process. This acceleration reached the level at
which it is difficult to follow the processes without ap-
propriate tools. On the other hand, globalization of
business made it necessary that the negotiation pro-
cesses be conducted on a world level, among the par-
ties geographically distant from one another. Compa-
nies became global, with a need for the communica-
tion to be conducted both within their organizational
units and with the environment. Communication is
carried out on a number of levels:

– Communication within the organization;
– Communication between organizations (bilateral);
– Communication among organizations (multilateral,

network communication);
– Communication with local leaders;
– Communication with and among decision makers;
– Communication with the media;
– Communication between the conflicting parties.

In order that contacts on a global world level should
be conducted, it is necessary that we dispose of the
technology capable of supporting such contacts. It is
the ENS that make the preconditions of business lin-
king and negotiations.

The ENS differ from other information systems in that
they are primarily directed towards networks and de-
pend on an ever-present connection to the Internet.
They allow for a close connection of business proces-
ses within and without the company (e.g., value chain
systems and supply chain management) as well as a
large number of systems ensuring access from any pla-
ce. The negotiation systems used on the Internet dif-



fer from the previous systems that were used on per-
sonal computers and in local and even the networks
covering large areas in both the mechanisms and the
technologies of use.

Finally, a conclusion can be drawn that electronic ne-
gotiations in local and international business and poli-
tical relations have a future, because of the safety of
negotiating parties, because mutually favourable agre-
ements can be reached in a shorter period of time and
because of the lower costs in conducting the negotia-
tion process in comparison to classic negotiations.
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Introduction

The fundamental evolutionary definition of the man-
agement discipline organizational development has
been created by Richard Beckhard1, back in 1969, ac-
cording to whom it is determined as an effort,
planned, organization – wide and managed from the
top, to increase organization development and health
through planned interventions in the organization’s
process, using behavioral science knowledge.

The content of the above principal definition implies
to the integration of theoretically – systematic and
practically oriented methods and techniques, funda-
mentally known as interventions, which are principal-
ly distinct from the general field of organizational
change management.

The basic reason for the distinction between the orga-
nizational change theory and the practice of organiza-
tional development lies in the momentum that most of
the change management implementation methodolo-
gies have been influenced by the core values, concepts
and framework of the organizational development, as
a long range, stable, deliberate and highly planned
framework for any change management effort.

At early days, in 40’s, 50’s and 60’s, organizational de-
velopment has been quite sober and business orient-
ed, emphasizing the fact that an individual could flour-
ish only when contributing to organizational purposes,
theories predominantly influenced by the work of
McGregor, Maslow and Herzberg. 

OD has been perceived as mobilization of informa-
tion, energy and resources that are present in an or-
ganization, but currently diverted to unconstructive
channels, for organizational improvement.

Starting from the 80’s, an enormous accent in the or-
ganizational development is given to the human – cen-
tered strategies and tactics which contributed commit-
ted practitioners of the organizational development to
build-up a clear and prescriptive value orientation. 

The importance of creating a value principally for the
overall organization, and also for the individuals and
groups or teams, in accordance with the prevailing
view of the foremost management authors, is centered
in the following assumptions:

1. Every individual affected by change should be
involved in the change implementation

2. Any effort in developing the organization
should rely on the capability of the employees to
prepare and implement the action change pro-
grams, well known as action programs
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The process of managing organization development is fundamentally  a comprehensive, highly planned and sys-
tematic approach to implement and further improve a broader,  long-range perspective of the change management
efforts. The very organization development, as an emerging discipline aimed at improving the overall organiza-
tion effectiveness, developing the potential of the individual members and creating the basis for a continuous and
profound change is neither a micro approach to change, nor it refers to a single, random or an ad-hoc change tech-
nique. Therefore, it is often considered as an integration of action programs aimed at creating and maintaining the
organization capability to predict, adapt and change, particularly the attitudes, capabilities and the morale of the
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tional restructuring, reengineering and responsible flattening the management hierarchy, to creating and manag-
ing a reconfigurable organization, as a flexible and able to change system on an annual, monthly, weekly, daily,
or even hourly time frame. The reconfigurable organization focuses the attention to the continuing need for a
long-range strategies to improve strategic organizational decision making process and the relationships among or-
ganization members, in order to meet the changing conditions. These strategies are the framework for the planned
change techniques, well known as the action programs for organization development. The process of managing
the action programs for organization development would be a central point in the proposed scientific work. It is
of such an importance that determines the necessity to further modify, continue or discontinue  the overall change
efforts in the organization. Finally, a successful action program for organization development must result in a
modified or changed organization behavior  and capacity for further organization development.
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3. The prevailing focus of this programs should be
placed in the organizational dimensions that
constitute the core competence and competitive
advantage

The goal of any organizational development interven-
tion is to create a methodological approach in order to
effect change in the target organization, or in a specif-
ic organizational section, and reframe the structure,
context and the behavior of the specific organization.

Organizational development is an ongoing process be-
cause an organization can not remain static and effec-
tive, at the same time. Therefore, organizations devel-
op anticipative management systems and methods,
such as action change programs.

As a process for continuous improvement, organiza-
tional development states that the completion of one
change cycle leads to another cycle in the develop-
ment process, whereas changes on the following cycle
are on a higher level than of the previous one.

1. Action research model

In the theory of management exist two classical types
of intervention models in the field of organizational
development2: 

The planning model and
The action research model

Evolutionary, the strategy for action science in organi-
zational development was defined and vigorously ad-
vanced by the work of Kurt Lewin, back in 1946, and
also by Chris Argyris, Donald Schon, John Dewey and
others. In the field of the organizational development,
action science is also known as action inquiry, action
research – most commonly used, or organizational
learning.

Action research aims to contribute both to the practi-
cal concerns of people in immediate problematic situ-
ation and to the goals of the social science by joint col-
laboration within a mutually acceptable ethical frame-
work. As such, it is a type of applied social research in-
tervention model.

Each action research focuses primarily on identifying
and resolving difficult, complex, real – life problems,
vital for the organizational change and development.
It uses actionable data in order to detect and correct
gaps between descriptive claims and practical out-
comes. 

In spite of the  numerous individual methods and tech-
niques for the organizational development interven-
tion, such as sensitivity training, structural change,

process consultation, survey feedback, team building,
intergroup development, role negotiation and many
others, the fundamental types of intervention models
form a broader perspective through which changes are
planned, effected, monitored and controlled.

The first, planning model refers to creating, acting and
stabilizing a plan for organizational development and
consequently following a detailed prescription of the
road to be followed. 

However, the originally created plan is usually subject
to modification and refinement, as a result of the in-
ternal and external unforeseen changes.

The organizational framework of the action programs
for organizational development is placed in the action
research model, that differs from the traditional plan-
ning model in the following respects3:

It is a cyclical or iterative process, meaning that the re-
sults from the interventions are fed back in such a way
that further changes and improvements can be imple-
mented

The very research signals the aim of generating knowl-
edge which can be applied in other organizational set-
tings

While planning model presumes a so called “one – off”
intervention, the action research model emphasizes
the cyclical character of the organizational change and
development. At the same time, the goal of the plan-
ning model is to improve the personal and organiza-
tional effectiveness, whereas the goal of the action re-
search model aims at generating new organizational
knowledge and insights for application in different or-
ganizational circumstances.

The applicative importance of the action research
model lies in the fact that it4 involves collecting infor-
mation about the organization, feeding this informa-
tion back to the client system, and developing and im-
plementing action programs to improve system per-
formance.

Fundamentally, the purpose of each action program is
to increase the organizational effectiveness, by the ap-

2  Cummings T and Worley C., "Organizational Development and
Change", West Publishing Company, Minneapolis/St. Paul, 8th

ed., 2004, p.223
3  Huczynski A. and Buchanan D., "Organizational Behaviour",

Prentice Hall International, 4th ed., 2001, p.567
4  Harvey D. and Brown R.D., "An Experimental Approach to

Organizational Development", Prentice Hall International, 6th
ed., 2001, p.16



23

plication of the organizational development value and
techniques.

Therefore, the primary challenge of managers and
change agents is to manage the above mentioned ac-
tion programs, in order to direct the changes within
the scope of the organization development. 

1.1. Relationship between action research 
and organizational development 

The challenge of detailing the relationship between
the action research and the overall organization devel-
opment, in fact, implies to creating an action research
perspective to the organizational development. This
approach stimulates continual inquiry, development
and consciousness in our selves and our colleges,
through creating processes and structures for so called
collaborative inquiry.

The nature of their relations specifies the fact that
both of them are pragmatic, rooted in participative
management methods and aimed to improve the be-
havior through engagement of all concerned. In other
words, both of them propose that we can not generate
a valid understanding of a certain person, unless we
fully engage with him/her. 

Action research is a practice for systematic develop-
ment of knowing and knowledge which brings togeth-
er the action and reflection, theory and practice.

The organizational perspective of the action research
bears the following dimensions5:

a. Pragmatic and concerned with addressing practi-
cal issues

b. Democratic, both in the sense of involving peo-
ple and in seeking to enable people to create
their own knowledge in learning organizations

c. Extended epistemology of many ways of know-
ing and valuing, propositional and conceptual

d. Value oriented in terms of contribution – eco-
nomic, political, psychological, spiritual and eco-
logical

e. Developmental – from tentative beginnings to-
ward more significant influence

Action research and the organization development in-
volve an active interplay between me – my own expe-
rience and behavior, us – our immediate peers and
them – the wider organization and encourage simulta-
neous attention to all 3 perspectives.

Initially, organization development, in relation to the
action research, is needed in the following situations6:
1. The current nature of the organization is leading to

a failure to achieve objectives
2. Change is required to react faster to external alter-

ations
3. The introduction of factors, such as new technology

requires change in the organization itself and
4. The introduction of change allows a new approach

to be adopted
The contemporary state of development of the action
research model, in the state of action programs for or-
ganization development, has been originally created
as a model in consecutive phases, integrated with a
feedback mechanism. 

5  Reason P. and McArdle L. K., "Action Research and Organizational Development", Organizational Development, Sage Publications,
2005, p.5

6 Paton R. A. and McCalman J., "Change Management - A Guide to Effective Implementation", Sage Publications, 3rd ed., 2008, p.217

Phases Stage 1 Stage 2 Stage 3 

1 Key executive perception 
of problems 

  

2 Consultation with 
behavioral scientist 
consultant  

  

3 Data gathering and 
diagnosis by consultant 

  

4 Further data gathering   

5 Feedback to key client or 
client group 

  

 

Table 1. The action research model
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he popularity of the action research model grew in the
70’s, owing to the intensive usage of the participative
management and the concept of organization develop-
ment. It is highly important to emphasize that the new
behavior arises in the 11th phase, in the 2nd stage,
which indicates the depth of the model. 

In the essence of the participative management and
the concept of organization development is the funda-
mental belief that effective change requires joint deci-
sion making by the managers and the employees,
which is initially connected with the fact that the cor-
porate environment and the conditions of business
must be understood before the research begins, as a
fundamental point of the action research model.

The fundamental scientific importance of the action
research model is in the fact that it integrates the or-
ganizational perspective of the action research
process. 

As a phenomenological, i.e. qualitative management
technique, action research possesses the characteris-
tics7 of being:

•  Subjective, as seen by the eyes of the study par-
ticipant

•  Interactive
•  Value laden
•  Inductive
•  Showing interaction of factors
•  Context bound and
•  Imposes situational theory

The organizational dimension of the action research
states that it links a highly persuasive demonstration
of the linkage between the change program and the
achieved performances. The original proof of this is
the true that those individuals that participated direct-
ly in the change interventions are easily inclined to ac-

Phases Stage 1 Stage 2 Stage 3 

6 Joint action planning    

7  Data gathering  

8  Feedback to client 
group 

 

9  Discussion and work on 
data feedback and data 
by client group 

 

10  Action planning   

11  Action (new behavior)  

12   Data gathering 

13   Feedback 

14   Discussion and work on 
feedback and emerging 
data 

15   Action planning 

16   Action 

 Source: Regents of the University of California, Reprinted from California Management Review, XII(2):26, Fig. 1

7  Graetz F, Rimmer M., Lawrence A. and Smith A., "Managing
Organizational Change", John Wiley & Sons Australia Ltd., 2
ed., 2006, p.316



cept the so-called the cause-and-effect relationship,
that has been developed during the usage of the action
research model. 

1.1.1. Reconfigurable organization

In order to predict and achieve the dynamic and inten-
sive changes in the market circumstances, today’s
forms of organizations dramatically change.

Global, cultural, technological, competitive and man-
agement determinants change the prevalent method
of doing business. Therefore, organizations usually re-
act by flattering the management and particularly or-
ganizational hierarchy, restructuring around partly or
completely various core business competences,
reengineering the processes, downsizing the number
of the employees, outsourcing the less fundamental
activities, benchmarking etc.

The contemporary term for the above explained type
of organization is reconfigurable organization8, which
is defined as an organization that is flexible and able
to change on an annual, monthly, weekly, daily, or
even hourly time frame.

The reconfigurable organization imposes the need to
meet the changing conditions by developing a long-
range strategies for improving the organizational deci-
sion – making process. The process of creating a set of
change techniques in order to constitute a systematic
approach to the future organizational perspective
leads to the organizational development.

Within the organization development, the long-term
capacity of maintaining and further developing the re-
configurable organization is effected through the ac-
tion programs for organizational development.

2. Action change programs 

Action change programs for organization develop-
ment are based upon a systematic analyses of prob-
lems and an active commitment of the top manage-
ment to develop and implement the change effort.

The initial step in creating a sustainable action pro-
gram is determining the organizational perception
that the state of equilibrium needs to be changed in
order to bring the system to new, qualitatively higher
organizational vitality and predictability for changes.

The relationship of the organizational perspective of
action research and the action change programs is
conducted through 2 types of principles9:

 The research principles, which suggest the
need for being creative in defining the real re-
search question, generating theoretical con-
cepts from the field, integrating concepts with
the real life assumptions, manipulating and us-
ing multiple perspectives, verifying interpreta-
tions with perspectives in the field and treat-
ing the research setting as a case study

 The change principles, that refer to develop-
ing a collaborative relationship, conceptualiz-
ing the need of the changes to be made, chang-
ing the behavior and recognizing that expecta-
tions amplify or reduce resistances

2.1. Action programs in the model of 
organizational change

The model of organizational changes that emphasizes
the necessity of the action change programs consists of
the following phases10:

I  Anticipating the need of change – meaning that
managers must anticipate the need for undertak-
ing changes through action programs. The need
for change must be felt by the majority of em-
ployees in order to convince them to adopt the
new behavior

II  Developing the consultant – client relationship –
this phase predominantly determines the overall
success or failure of the action program. It is im-
portant to stress that the leader of the change ini-
tiative can be a non manager, or even a person
from outside the organization

III The diagnostic phase – where actual collection of
data, relevant to the situation perceived to be the
problem, takes place. It is a very sensitive phase
owing to the fact that week, inaccurate or faulty
diagnosis can easily lead to creating a costly or in-
effective action programs. This phase sets the
stage for the action programs, in the scope of the
long-range strategies and techniques

IV Action Plans, strategies and techniques – where
various interventions, activities or programs,
aimed at resolving problems and increasing organ-
ization effectiveness, take place. In the framework
of this phase are placed the so called theories of
action, as programs, patterns, designs, sets of rules
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ed., 2001, p.455

9  Cunningham J. B., "Action Research and Organizational
Development", Praeger Publications, 1993, p.243

10  Harvey D. and Brown R.D., "An Experimental Approach to
Organizational Development", Prentice Hall International, 6th
ed., 2001, p.16
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or propositions that people use to design and car-
ry out their actions. This phase ends with the im-
plementation of the action programs

V Self – renewal, monitoring and stabilizing – for as-
sessing the effectiveness of the change programs in
attaining the stated objectives. Once the problem
has been corrected and a change program imple-
mented and monitored, means must be devised to
make sure that the new organizational behavior is
stabilized and internalized. Indication of success is
when the system develops capability to maintain
innovation without outside support

VI  Continuous improvement process – the most im-
portant issue in this phase is determining the exis-
tence or not of the capacity of the leader to deal
effectively with the use of power, and at the same
time to achieve the organization vision

A useful method to increase the potential of the action
programs for organization development, in the model
of organizational change, is to increase the range or
the depth of the available data, by interview or ques-
tionnaire, as a fundament for a better prepared action
programs.

2.2. Dynamics of the action programs

In order to create an action program for the organiza-
tion development, that is dynamic and sustainable at
the same time, measuring the organizational progress,
stabilizing the changed desired behavior and overall
evaluation of the action programs are needed.

The feedback of information related to determining
how efficiently the action program has been effected is
a beginning of creating a dynamics of the action pro-
grams. It’s importance is higher owing to the fact that
it creates an organizational commitment among orga-
nizational members, that derives from the open com-
munication and management’s capability to reinforce
the new behavior. This changed behavior is a result of
a continuous and profound change, implemented
through the action programs.

Probably the most intriguing phase of the dynamics of
the programs refers to creating a stabilizing effect of
the changes made in the whole or a section of the or-
ganization. An effective indicator of the effects of the
action programs is the level of direct or indirect rein-
forcement to maintain the reached modified behavior,
the higher the direct reinforcement is, the lower tend
to be the indirect reinforcement techniques, as a non
desired state. In this cases, certain form of continuing
assessment should be introduced against future time
degradation of the achieved results.

The final evaluation of the action programs must take
place in the framework of the detailed change process,
leading to an increased performances and relationship
among organizational members, and particularly in in-
creased key factor indicators and bottom – line measures.

By integrating the action programs in the model of ac-
tion research, we develop the stages of the action re-
search program11, on the following way: 

1. Problem identification
2. Preliminary diagnosis
3. Data gathering from the client group
4. Data feedback to the client group
5. Joint evaluation of data
6. Joint action planning
7. Action or implementation of proposals for

change
8. Repeat the cycle – fresh data gathering and

feedback of results of change
The above stated phases are the most important ap-
proach to integrate the content of the action pro-
grams, within the model of organizational change and
the process of organizational development.

Each contemporary organization must manage the ac-
tion programs for organization development in the at-
tempt to make the entire benefit in the organization
processes, structure and entire behavior.

CONCLUSION 

The organization development is not only a process of
organizational improvement, but far more a process of
deliberate and mutual inquiry and belief in the change
efforts.

On the other hand, the action research is not only a
methodology, but an approach that shapes the
methodological practices. It fully endeavors to make
the most appropriate choice in various organization
circumstances. 

The actual choice must be clear, transparent, articulat-
ed to each selves, to other inquiry partners, individu-
ally or as a members of the groups or teams and of the
broader organization.

The primary difference between the organization de-
velopment and other behavioral science techniques is
the application of the organizational – wide approach
to the functional, structural, technical and personal re-
lationships in organizations.

11  Huczynski A. and Buchanan D., "Organizational Behaviour",
Prentice Hall International, 4th ed., 2001, p.567



The organization perspective of the action research
represents a major change from the traditional meth-
ods of management development and training. It func-
tions through an iterative series of steps, involving da-
ta collection and joint problem solving, that brings
about the new knowledge.

Action research is the process of systematically data
gathering for the system objective, or the particular
need or objective of the system, implementing the da-
ta in the system, involving the action programs for or-
ganization development with the application of alter-
ing selected variables that are based on specific data
or on hypothesis and monitoring and evaluating of the
action programs in order to achieve the continuous
and profound change.

The fundamental action research model consists of 16
phases, organized in 3 stages, that comprise the entire
sequence from the perception of the problems by the
key executives, to the final action, whereas the new
behavior arises in the 11th phase of the 2nd stage.

The research and the change principles are prevalent
both for the action research and the action change
programs for organization development.

Action programs are vital for the long – term capacity
of creating and maintaining the reconfigurable organ-
ization, as a flexible and able to change on a various
range of level, staring from the annual and ending
with an hourly time frame.

Once the action programs are implemented, it’s dy-
namics refer to measuring the organizational progress,
stabilizing the changed desired behavior and overall
evaluation of the action programs are needed.

Finally, while the goal of the action research model
aims at generating new organizational knowledge and
insights for application in different organizational cir-
cumstances, the objective of the action programs for
organization development inclines to establishing a
continuous improvement process, self aware of the
change needs and of the potential to allow the flow of
fresh data from the environment, in order to further
develop the capacities for a qualitative and planned
change technique.
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1. Introduction

In order to adequately respond to the challenges of the
modern business environment, we must take into ac-
count some specific features of the situation the Serbian
economy and society are in, but also the developments
of the world theory and practice, primarily in the fields
of marketing and management. New business strategy
creation and the quality of business environment are
key preconditions for the competitive growth of our
economy. 

The growth in Serbian competitiveness should be
sought in shifting the focus towards the microeconomic
level of the business decision making, as well as in
adopting a new philosophy of production – strategic
management and innovation. One way to significantly
enhance the competitive level is the development of di-
rect marketing via the CRM (Customer Relationship
Managemant) concept. The focus of market oriented
business shifts increasingly towards the consumers, as
companies become aware of the growing importance
and role the consumers play in profitable business activ-
ities. The companies explore, monitor and try to identi-
fy the existing and anticipate the customers’ future
needs and desires, since the basic aim of any company is
to meet the needs in a profitable way and create cus-
tomer loyalty, as basis of a long-term growth. 

The companies’ response to the change in demand, as
well as a continuous adjusting the products and/or serv-
ices to the customers’ needs are only some elements that
affect the customers’ overall satisfaction and loyalty. It is
necessary to carry on a segmentation and targeting
processes of prospective clients and create marketing
campaigns geared to each segment individually.

2.  Features and concepts of direct  
marketing

Direct marketing is an activity by which a direct rela-
tionship between the company and a customer is creat-
ed, its basic features being:

1. the direct marketing is interactive, which means
that there is a two-way communication, i.e., a mu-
tual contact between the participants (the compa-
ny and the customer) in the communication
process;

2. the direct marketing implies (prompt) response or
customer’s reaction. The customer’s response may
be: a telephone call, direct mail, an enquiry to get
more specific information, an order, etc. 

3. the results of the direct marketing activities (cus-
tomers’ response or reactions) are measurable. The
results of the direct marketing activities are most
commonly expressed in the form of response
rates, which specifies a percentage share of the
number of customers responding within a total
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Mass communication techniques and promotion mix which included advertising and sales promotion were
favuored in previous decades. Recently direct marketing as a new tool with high development potential has be-
come their competitor. Target markets and media became very fragmented and thus inhibit companies’ efforts to
approach mass markets.  Direct marketing is a tool which comprises precise targeting of customers by using a va-
riety of different techniques like data bases, e-marketing, direct mail, telemarketing, mobile marketing, promotion
with direct response and catalogues marketing. Internet technologies offer several innovative tools for adapting
marketing mix to specific business problems. Improvement of the Internet created new business opportunities and
potential competitive advantages, some of which are of lower costs and prices, a perfect customer service, a wider
variety and a products’ customization. Along with computer technology, the Internet and database software de-
velopments, a most important company activity is becoming a two way communication between the companies
and their customers. Customer relationship management (CRM) is a new concept which, as a result of changes
made in management, strategic business planning and personalized customer services, develops fast.
Developments of new information technologies have influence on business transactions to change from product
push strategy to customer pull strategy, which will, as a result, change the position of the customer in the chain
value. Customers, as most important company assets, are becoming sophisticated and increasingly demanding in
their purchasing behaviour. In order to improve the company’s competitive position it is important to analyze sev-
eral aspects of Customer Relationship Management: Customer Selection, Customer Acquisition, Customer
Retention and Customer Growth.

XI International Symposium SymOrg 2008. 10th-13th September 2008. Belgrade, Serbia
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number of  “contacted” customers, or in the form
of a rate of conversion of enquiries into orders,
that specifies a percentage share of the number of
orders in the total number of enquiries. 

Compared to the mass marketing (marketing based on
varied forms of mass communication with customers),
the direct marketing has a number of advantages (1, pp.
315-319):

• Precise aiming (targeting) – addressing specific,
well defined target segments of existing and
prospective consumers;

• Controlability – a possibility to control the media,
message and other elements of the direct marketing
campaign, such as the timing of activity, costs, etc.;

• Personalization – a possibility of addressing con-
sumers on an individual basis; on the basis of a his-
torical analysis of purchases, a psychographic
analysis and an updated and well-developed data-
base it is possible to create messages in such a way
that they appear to be “made to measure” of each
individual customer. This is why direct marketing is
often called the “one-to-one” marketing.

• Invisibility of strategy – direct marketing is good in
concealing the marketer’s strategy from the compe-
tition.

• Economising – modern database management sys-
tems allow direct marketers to select the best
prospective buyers (prospects) for any product
they wish to sell, and therefore reduce costs by the
unit of order.

• Possibility of testing all variables affecting the suc-
cess of the promotive campaign, such as mailing the
customers list, the delivery size, the contents, the
format of advertizing message, the shape and
colour of letters, etc.

• Possibility of cross-sales – analysing the database
of the existing buyers of a given product, direct
marketers can obtain information on the cus-
tomers’ possible needs for other products;

• Possibility of creating long-term relationships with
customers – on the basis of updated and well-devel-
oped databases, the “real”, loyal and profitable cus-
tomers can be identified with whom the company
should create closer contacts and develop perma-
nent relations;

• Possibility of integration with other elements of the
marketing communication system – direct market-
ing is easily supplemented by other elements of
promotive and marketing mix, allowing for a well-
devised and integrated marketing communication.

A basic drawback of direct marketing is reflected in very
high innitial costs in attracting customers. Direct mar-

keting can be an especially expensive form of promotion
if used towards only one sale. Besides, certain forms of
direct marketing, such as direct mail and telemarketing,
are very aggressive and are an attack on the customer’s
privacy. Finally, if used inefficiently, direct marketing
may endanger the corporate reputation and result in a
decrease in sales.

Forms of direct marketing are often defined in terms of
media, or means used in
conveying advertizing messages. The basic media of di-
rect marketing are:

– mailed media (direct mail and catalogues);
– printed media (newspapers and magazines), and
– electronic media (telephone, radio, television, ca-

ble television, the Internet).

A very large number of factors affect people’s behav-
iour and they can be classed as internal and external.
Internal factors (psychological) refer to the mental state,
the customer’s personality and his/her character traits.
They affect the formation of customers’ attitudes and
views and are strongly influenced by external factors.
External factors are environmentally created factors
that affect customers.

Until the appearance of marketing as a scientific disci-
pline that gave rise to a succession of other disciplines,
the customer had a marginal position and a passive role.
The customers’ behaviour is a discipline focusing upon
the customer and studies him/her both as an individual
and as a member of the community, aiming to learn
about their behaviour and about the factors that influ-
ence the behaviour. It does not, however, deal with the
development and definition of the strategy of establish-
ing and maintaining the customers’ relations, but serves
as background for other disciplines that are being born.
In the past decade or so a succession of new marketing
concepts have developed, giving the role and impor-
tance of marketing a new, long-term dimension and fo-
cusing on developing not only the loyalty, but also the
long-term collaboration and partnership relations with
key buyers and customers; therefore, as such, they  pres-
ent a dynamic aspect of direct marketing.

• The most commonly mentioned direct marketing
concepts in this context are as follows:

• Relationship marketing;
• Customer Relationship Management (CRM);
• Retention marketing;
• Licenced marketing;
• Loyalty marketing;
• Database marketing;
• Interdependent marketing;
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• One-to-one marketing;
• Frequency marketing;
• Partnership marketing;
• Real-time marketing.

2.1. Relationship marketing:

The relationship marketing paradigm dominates the
modern marketing practice, but also the academic cir-
cles, regardless of the fact that the ideas it is based upon
are not new. The research has shown that the term rela-
tionship marketing is a specific challenge to the tradi-
tional marketing practice and academic thought. This is
a new conception founded on the basic marketing prem-
ise, that it is a profitable way of meeting the customers’
needs, viewed in the long term. The approaches to the
development of programs and strategies as well as nec-
essary elements differ as to whether, in terms of ensur-
ing the ways of building stronger and longer-termed re-
lations, it is regarded as a specific marketing field or as a
development of the existing conceptions.

The importance of customers (and other partners) is
stressed in a large number of cases, as is the development
of long-term relationships with them, however, too much
attention is paid to various sections of programmes and
strategies, instead of their analysing as a whole. Therefore
some authors stress the types of rewards the companies
are to ensure, others pay perticular attention to the cus-
tomer cycle and the relationship marketing position with-
in the organizational structure, while others still highlight
the components and elements of the relation marketing,
however, without a defined strategy and program, etc.

Relation marketing can, of course, be observed on dif-
ferent levels. The basic three are the following:

• Tactical level (similar to the activities in improving
sales);

• Strategic level (stress on the development of part-
nership relations with customers);

• Philosophical level (reflects the essence of the mar-
keting philosophy – the whole organization focuses
upon the delivery of total satisfaction to customers
and maintanance of its own business).

A large extent of interrelations is seen between relation-
ship marketing and direct marketing and the CRM con-
cept via different types of loyalty marketing which in
turn  can be viewed both as a separate conception and as
part of relationship marketing.

2.2. Customer Relationship Management (CRM)

The CRM (Customer Relation Management) or man-
aging the relationship with customers is a relatively re-
cent concept that increasingly improves, due to the

changes in management, in strategic business planning
and in the personalized customer service. In a modern
market-oriented economy, alongside the advance of the
computer technology, the Internet and database creat-
ing software, the two-way communication between the
company and its customers or clients becomes a priority
in business activities.

The Internet technology affects the changes in business
transactions from the product push strategy to the cus-
tomer’s pull strategy, namely, the change that will result
into the change of the customer’s position in the value
chain. Hence it is of vital importance to consider the el-
ementary dimensions of the Customer Relationship
Management (2, pp. 81-86):

 Customer selection;
 Customer acquisition;
 Customer retention;
 Customer growth.

The CRM means the possibilities, the methodology and
the technology that allows for a company to work
through the customer relationship regulation. The basic
purpose of the CRM is to enable the companies to man-
age customers more efficiently by presenting reliable
systems, processes and procedures.

The CRM is a corporative level of the strategy focusing
on creating and maintaining lasting relationships with
customers. There are a number of commercial CRM
program packages supporting the CRM strategy in the
market, however, it is not a technology per se, but a sub-
stantial change in the organizational philosophy, that
places the stress upon the customer. These program
packages, i.e., the development of a respective software
and hardware, allow for the CRM system to become a
largely automated process, the purpose of which is not
only to offer information, but to serve as a significant
support in decision making and in the market situation
analysis. A successful CRM strategy, however, cannot
be carried out by just installing and integrating the pro-
gram package and cannot be executed in a moment.
Change must occur on all levels, including the company
policy, employee trainings, marketing systems, informa-
tion management etc. This means that all the aspects of
business must be harmonized with the CRM principles.

In order to be efficient, the CRM process must be inte-
grated via marketing, sales, as well as via the customer
relationship. A valid CRM has to:

• identify factors that contribute to a successful cus-
tomer relationship; 

• create a customer relationship practice;
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• adopt measures necessary to make a good CRM;
• develop a customer -friendly relationship;
• suggest questions to be put to customers in order to

solve a problem;
• propose a solution to the customers complaining

about the service; 
• monitor all the sales aspects, as well as support to

customers. 

In establishing the CRM segment in the company it is of
greatest  importance to specify the aspects that are cru-
cial for its business, the information to be served to cus-
tomers, to give an insight into the customers’ financial
past record, to identify the effects of CRM segments and
to identify unnecessary information. The possibility to
eliminate the unnecessary information is a very impor-
tant aspect of the CRM system implementation. When
creating a CRM structure, a very important task of the
company should be the provision of as detailed informa-
tion as possible for its primary (loyal) clients.

The CRM can be defined as a business strategy the pur-
pose of which is to bring into accord the revenue and the
profit with the customers’ satisfaction and the value de-
livered to them, taking into consideration a number of
levels: measuring, customers’ behaviour, processes and
technologies. For fruitful customer relationship to be
developed it needs aligning all the elements in the com-
pany. The necessary elements in building a fruitful cus-
tomer relationship are:

• knowledge (market and customers appreciation);
• targeting, i.e., offer stremlining and adapting;
• sales (customer acquisition);
• service (customer retention).

Of crucial importance are strategy planning and devel-
opment, organization, implementation, as well as the
CRM process control. Therefore the process of success-
ful CRM concept implementation can be observed
through (3):

• strategy development;
• information analysis;
• needs identification (appreciation of customers,

their needs and desires);
• change definition (corporative revolution – from a

reactive towards a proactive approach);
• building the future (building the corporate business

and technical structures to deliver the expected
benefits to the customers);

• measuring results and improving the CRM system.

While the transaction marketing, based on the idea that
the customer should be subject to some influence so that
the transaction be effected as fast and as efficiently as pos-

sible, the new marketing and relationship management
concepts insist upon creating and maintaining contacts
with every individual buyer (4, pp. 164-195) even after the
transaction has been completed, which significantly con-
tributes to the increase in the company’s competitive ad-
vantage. A research carried out in the EU in 2006 con-
firmed that the firms without a developed CRM:

– lose an average of 50 percent of their clients over
the period of five years;

– about 65 percent lost clients have actually left be-
cause of bad service and communication;

– the costs of acquiring a new customer are five times
the costs of retaining the old one.

Whereas the firms with a developed CRM concept:
– grow approximately 60 percent faster compared to

the competition without a developed CRM;
– expand their market by the rate of 6 percent annu-

ally;
– charge 10 percent plus for their products;
– realize the return on investment (ROI) of 12 per-

cent;
– a 5 percent  increase in the customer loyalty may

result in a 25-85 percent  increase in profitability.

The CRM focuses upon creation and maintenance of last-
ing relationships with the customers. Although there are
a number of commercial CRM program packages in the
market that support the CRM strategy, it is not a technol-
ogy by itself; it is rather a crucial change in the organiza-
tional philosophy that places a customer in the centre of
attention. The program packages, i.e., the development
of appropriate software and hardware allow for the CRM
system to become a largely automated process, with a
task not only to provide information, but to serve as sig-
nificant logistics to decision making and the situation
analysis in the market. A successful CRM strategy how-
ever cannot be conducted by just a simple installation and
integration of a program package and cannot be execut-
ed overnight. Changes have to occur on all the levels, in-
cluding the company policy, the employee training, the
marketing systems, information management, etc. That
means that all aspects of business must be shaped in ac-
cordance with the CRM principles. The efficiency of the
CRM process, which should be integrated through mar-
keting, sales, and customer relationships means (5):

• identification of factors contributing to successful
customer relations;

• development of the customer relationship practice;
• development of customer-friendly processes;
• devising questions that will help solving potential

customers’ problems in a most adequate way;
• suggesting the solution to the customers complain-

ing about a product/service;
• sales monitoring as well as customer support.



In establishing the CRM concepts it is most important
that a company stipulate the key aspects of business,
such as which information should be served to cus-
tomers, what the customers’ financial history is, what the
effects of the CRM segments are. A very important as-
pect, too, of the CRM structure implementation is the
identification and elimination of unnecessary informa-
tion. When creating a CRM structure, a major task of
the company should be collecting as accurate as possible
information on its primary (loyal) clients. In this context
the CRM can be defined as a business strategy the pur-
pose of which is to balance the revenues and the profit
with the customers’ satisfaction and the value delivered
to them, within which a number of levels should be tak-
en into account: measuring, customers’ behaviour,
processes, and technologies.

The basic structure of the CRM is three-fold:
• Operational – basic business processes (marketing,

sales, services);
• Analytical – serves as support in the analysis of cus-

tomers’ behaviour and conducts the business phi-
losophy and technology;

• Collaborative – provides contacts with customers
by way of telephone, fax, the Internet, mail, direct
contacts, etc.

The Customer Relationship Management combines the
business strategy and technology aiming to identify, at-
tract and retain long-term relations with customers – by
creating value that results from the interaction between
a business organization and customers. The CRM in-
cludes the knowledge of strategic management and
Internet technologies, and the purpose of this concept is
to identify the opportunity to establish profitable rela-
tions with clients, creating new relationships as well as
retaining such profitable customer relationships.

As a strategic set of activities the CRM starts with a de-
tailed analysis of the company’s organizational strategy,
and ends with measuring value for shareholders. The
concept of competitive advantage that simultaneously
generates value for both the customer and the company
is a key to the CRM success, being a managerial ap-
proach to creating, developing and establishing relation-
ships with precisely defined target groups in order to op-
timize the value for the customer, the corporate prof-
itability and consequently, the value for the stakehold-
ers. It is for this reason that the CRM is highly posi-
tioned on the priority list of the modern corporate agen-
da and is closely associated to employing information
technologies, necessary in implementation of customer
relations marketing strategies.

3. The long-term customer relationships 
development strategy

The long-term customer relationships concept must al-
ways have in mind the value chain of the customer rela-
tionships development, that is, the activities to be under-
taken in order that profitable relationships should be
developed. The customer relationships management
chain is based upon four steps:

• definition of offer value;
• segmentation, targeting and positioning;
• business operations and delivery systems;
• measuring and feedback.

Strategy is the basis of the development of long-term re-
lations with customers and key partners. The basic aim
is to deliver a quality service and thus enhance a lasting
customer satisfaction, which is a precondition of un-
questioned loyalty. Customers’ loyalty means the rise in
profits which all affects the satisfaction and loyalty of
employees in a services delivering company (customer
and employee satisfactions are mutually conditioned).
In order that the concept be conducted there must be
some basic preconditions, and they are defined as to the
concept needs. They comprise (6, pp. 124 – 126):

• Top management, leadrship and vision oriented,
expert and competent, aware of the value and im-
portance of services marketing and long-term rela-
tionship development;

• Project team to introduce a concept into the orga-
nizational business practice, for the service provid-
ing companies that have not implemented it so far;

• Designing an appropriate micro- and macro-orga-
nizational structure of the company oriented to
customers and to services; 

• A governing service corporate culture;
• Appropriate technical-technological preconditions

(primarily as regards the development of a data ba-
sis and information technology);

• Availability of the required human resources on
various levels, the key factor being the persons that
interact with clients;

• The necessary capital.

The phases of the long-term relationshipss with cus-
tomers include: data collecting, data analysis, establish-
ing and maintainance of long-term relationships, as well
as the concept implementation monitoring, analysis, and
control. The basic elements of the long-term relation-
ships development stem from the elements necessary
for a proper functioning of marketing in the field of
services, and they are the following:
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• Getting to know the consumers, their needs and
desires, their characteristics, the influence of cer-
tain factors upon their conduct;

• Marketing, i.e., market-oriented thinking;
• Achievements of modern concepts that place the

emphasis upon the customer relationships nurturing;
• Company capabilities and needs;
• Understanding the role and importance of every

individual included in the service creation and de-
livery processes; 

• Long-term way of thinking and behaviour;
• Operations are conducted company-wide.

Hence the process of long-term relationships develop-
ment can be divided into the following steps:

• Data base formation;
• Customer identification and classification;
• Customer personalization;
• Customer differentiation according to their values

and needs;
• Interaction with customers;
• A service process adjustment, treating every cus-

tomer as an individual through direct contact or au-
tomated process;

• Loyalty program creation – rewards and added
values;

• Continuous concept improvement (control, meas-
uring and feedback information).

Introducing a new concept into the company is an in-
vestment into the future, therefore we must start from a
planned long-term approach. The company must
analyse the profitability of investment into the concept
development and must compare its performance and re-
sults to the results of the leading companies in the indus-
try and wider. At the same time, specific features of the
company must be properly observed.

Threats and possible errors in the concept implementa-
tion have to be located and corrected. In the analysis of
strengths and weaknesses in the concept implementa-
tion special attention should be paid to the following po-
tential problems (7, 106):

• An assumption that the customer does want long-
term relationships to be built (perhaps there is no
reason whatsoever that the customer would ever
want to go back to the seller, or the customer
chooses to avoid being dependent on the seller);

• An assumption that a client (individual) is willing
to interact and act together. An assumption that an
individual’s satisfaction is sufficient per se;

• If clients are transferred to “higher classes” and are
notified as to how important they are for the com-
pany, their expectations grow higher;

• A problem not to “hurt” the clients that are not the
“top” ones, either as regards their profile, or the at-
tention paid to them by the company, however
their contribution is important;

• A problem of change in the rules governing the re-
lationships with key clients-donors that may cause
confusion;

• Certain awards are introduced that prove to be un-
necessary, since the clients would act in the same
way even without them, therefore this is unneces-
sary cost;

• Sometimes clients build a relationship, not because
they are loyal, but because they have no other
choice, i.e., there are no appropriate substitutes.
The change in the situation may result into nega-
tive effects, since the majority will leave.

Varied research conducted among the different level
managers in the banking, telecommunications and pub-
lic service sectors in the U.S.A. have shown that the
biggest obstacles to the introduction of the long-term
customer relationships are the speed required to intro-
duce and activate the concept, the organizational culture,
the issue of capital necessary for the process to start and
a host of other innitiatives present in companies.

The concept of long-term relationships means a contin-
ual interaction between the company and the cus-
tomers. The communication between the company and
customers is to ensure specific connections to be creat-
ed, developed and improved. The course of these rela-
tionsips, i.e., the method and the site where the cus-
tomer and the company meet and exchange information
must also be paid attention to.

To ensure the interaction we must achieve an accord be-
tween the interaction itself and the communication
process, but also meet the other elemets affecting posi-
tive attitudes forming (personal experience, influences
by friends and family,…), those that will favour the
brand and be a precondition for loyalty. The customer
must be shown that the company cares about his satis-
faction and his attitude.

Especially important in developing the long-term rela-
tionships are the following types of communication with
customers:

– direct contact (by telephone or in person);
– direct mail;
– Internet and e-mail

In addition to these, the importance of certain promo-
tional mass media (advertizing in the first place) and
word-of-mouth advertizing must be understood. Mass
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marketing in media  is used parallelly, to acquire
prospective new customers, but also to remind the exist-
ing customers of the products. The word-of-mouth ad-
vertizing is not under the direct control of the company. 

There are, however, some limits in the communication
with customers and some rules that have to be observed
(7, p. 207):

• do not innitiate interaction with the customer with-
out a clearly defined aim;

• do not ask the customer the same question more
than once;

• carry out the interaction in between two customer’s
choices (purchases);

• start interaction not with the product, but with a
customer;

• interaction should be direct and adjusted to the
concrete customer;

• make sure the customer (always) welcomes the in-
teraction;

• a good approach is to use a principle (and technol-
ogy) of mass adjustment to reduce the costs and
make the message personal;

• protect the customer’s privacy;
• innitiate the dialogue by putting at disposal a

phone number to be dialled free, or printing the
web site address on whatever is connected with the
company (business cards, memeranda, billboards,
etc.);

• make sure the customer is well aware of the value
of the interaction, otherwise it will not serve its pur-
pose;

• take care of the customer’s time (you cannot learn
everything about the customer at once).

Establishing a dialogue with the customer is important
because:

• dialogue is a means to acquire information;
• information is translated into knowledge (that is,

knowing the customer and his/her wishes and
needs);

• knowledge serves as basis to adjusting the offer and
achieving customer growth;

• efficient and effective action brings customers’ sat-
isfaction, customers’ trust and familiarity;

• customers’ satisfaction, trust, and commitment
bring in their loyalty;

• loyalty brings profit.

4. CONCLUSION

The interaction with customers innitiates the company’s
profitability and the customers’ satisfaction, since mod-
ern, highly competitive, business conditions require the

company to search for new, more efficient and more ef-
fective ways to enter the market, because the market
performance of the company depends primarily upon
how successful it is in meeting the customers’ needs,
thus creating loyalty and consequently the growth in
profits. The majority of firms claim that their products
and services are geared to the customers’ needs and re-
quirements, however it does not show in practice.
Reasons are numerous, the key ones being the inconsis-
tent implementation of the marketing concept, the
growing needs and desires of the modern customer and
the limitations of the classic marketing approach.

To formulate the marketing strategy rules it is necessary
that we know both the customer and the way he pur-
chases and uses products and services, as well as what
causes his satisfaction or dissatisfaction. The overall ac-
tivity must be market-, that is, customer-  oriented. The
starting point must be the customer’s value for the com-
pany, hence the company has to adjust its behaviour to
this fact, with the techniques and concepts of direct mar-
keting contributing to this to a large extent.

The last couple of decades of the twentieth century
bring a succession of new marketing concepts giving the
role and importance of the customer a new, long-term
dimension and focusing upon developing not only loyal-
ty, but also long-term collaborative relationships with
key customers and consumers, with a significant aspect
of personalization of these relationships. The best and
the most profitable customers merit the best treatment.
The marketer’s task is to identify his best customers and
to maintain a continual and personalized communica-
tion with them. In order to obtain valid response and
measurable results the marketing manager has to be
trained to create the “customer’s intelligence” on the ba-
sis of hundreds of incoherent details that a number of
sectors collect in a day.

The CRM solutions are designed in such a way as to
provide knowledge required to develop and implement
“smart” strategies in order to maximize the customer’s
profitability, thus ensuring the competitive advantage
for the company. The analysis of the CRM technologies
helps us understand the customer, so we can avoid act-
ing anew when a problem arises, but act proactively, dis-
covering hidden possibilities to meet the increasing de-
mand of the customers.

The key factors of the CRM concept success are the cus-
tomers’ expectations the firms should anticipate. Hence
it is necessary that a platform should be created which al-
lows for the communication with the customers, for col-
lecting and for the analysis of essential information they



provide. Specialised statistical software packages within
the web-sites allow for monitoring and collecting replies
to various questions that can be stored in a respective da-
ta base. Therefore the record can be kept on the cus-
tomers’ habits and special interests they may have.

The objective the companies wish to achieve is to influ-
ence prospective customers to buy, to subscribe, to reg-
ister, to answer questionnaires and polls, to generate
recommendations, thus contributing to the company’s
competitive position in the long run. Prospective cus-
tomers, as well as the company, have their own objec-
tives – satisfaction of their needs and understanding, as
well as strategies to achieve what they planned. The
measure of the company’s ability to persuade prospec-
tive customers to plan action and carry it out is the con-
version as a result of the company’s effectiveness and
the customers’ satisfaction. The process during which
the customer becomes and remains a real customer,
contributing to the company’s business by his loyalty, is
based on proven principles that incorporate analysis, the
art of communication, the CRM concept and the funda-
mental knowledge of economics.
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1. Introduction

We live in a time marked by ever-increasing accelera-
tion and mutual interdependency. That is why “the new
economy” favours global players who are quick to notice
changes and challenges and meet their requirements.

The times when you could build an information system
“easily” and “tomorrow”, without a serious approach, are
behind us. With the dynamic development of informa-
tion technologies - data gathering, storage, analysis, pro-
cessing and use - modern management and communica-
tion with the environment start to have a new character.
Timely, complete and accurate information is one of the
main business resources and is a key for making best
business decision no matter what level we are talking
about - operational or strategic management, current or
long-term business activities.

Processing data, finding hidden relations between them,
identifying new possibilities for better business efforts,
all these are indispensable factors that help us make the
best business decisions. In turn, such decisions are nec-
essary if our company is to survive and grow.

Managing knowledge through business intelligence is a
vital element of strategies of successful business systems
that want to use information better in order to increase
their market share, improve their relations with buyers
and customers, increase profitability and hold market
advantage over their rivals Ê1,2Ë.

This paper is elaborating on a concept of sale business
intelligence analytic system in a trading firm Ê3Ë; this in-
cludes:

• Identifying basic decision processes needed to ana-
lyze the sale of the company.

• Defining sources of data for the identified
processes.

• Implementing data mart, defining its objectives, de-
sign and realization.

• Realizing the decision model, describing the way
the OLAP tools are being used and presenting de-
veloped OLAP models.

The results we get by using the proposed business intel-
ligence system can be used in turn to learn more about
the customers and suppliers in order to facilitate negoti-
ations with them, use the existing resources more effi-
ciently, become more competitive and make right deci-
sions needed to attain a better market position - since
we always have to keep in mind that the market becom-
ing more global all the time.

2. Identifica of decision models

Today companies are operating in an environment of ex-
treme competition and developed channels of distribu-
tion, where more goods are services are available than are
needed. In this time of the supply considerably exceeding
the demand any increase of production is focused on in-
creasing the amount of data and knowledge in order to
produce a better product, a product with added value.

Some companies are trying to gain strategic advantages
through more efficient use of existing resources, includ-
ing their information system. By skilfully using analyti-
cal application one can turn data into information need-
ed for making strategic decisions, thereby gaining ad-
vantage over his rivals.

The decision-making process is a generic process that
can be applied to all forms of organized activities aimed
at achieving a predefined goal. Our use of this process
can be intentional or unintentional.
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As the technology is progressing and the dynamism of business environment is changing, not only the market
competition keeps growing but the customers are starting to dominate the approach to the product. These days
the supply exceeds the demand by far and we need more information and knowledge in order to build a better
product and a product with added value. On the other side, we need to avoid being snowed under enormous
amounts of internal and external data. The application of the business intelligence concept allows business sys-
tems to use only those pieces of information that, while being presented in the best way, are needed at a particu-
lar time to make business decisions. At the same time, if the concept is being implemented properly, the amount
of data and information business system employees are receiving is being reduced, while simultaneously the qual-
ity is being increased. That is why the main objective of the business intelligence concept is to generate high-qual-
ity information business systems need in order to make correct business decisions.
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When trying to make deliberate decisions people do the
following:

• consider all known available options;
• use the greatest available amount of data;
• carefully consider possible costs and benefits of

every option;
• meticulously analyze the probability of various out-

comes;
• invest the greatest possible amount of rational rea-

soning based on all abovementioned phases.

We do not analyze different types of data using the same
method. It is important to indentify the best analytic
method to apply to a certain type of data. When the cus-
tomer demand is defined, including the type of data and
the method of data gathering and distribution, the choice
of analytic method becomes the key for creating a high-
quality decision-making basis. For instance, a simple de-
scriptive statistics can sometime provide a better basis
than a sophisticated business econometric model.

Data analysis and ideal problem for OLAP reporting,
since the source of data for such a multidimensional
analysis can be found in every company’s sale invoices.

The realized models that are presented in this paper
help understand the relations between all critical aspects
of the organizations (costs, income and profit). Once
this analysis is understood we can reduce a (possible)
deviation between the planned and the real profit by
modifying these elements.

Also we can answer the following questions: Which are
the best-selling products, what are the most profitable
shops, which is the key product as far as sale results are
concerned? Has my business practice improved or dete-
riorated since last year/quarter/month? It is possible to
compare similar products over the same time period and
that reveals which brands are sought by consumers.
These and many other answers make it easier for us to
make best business decisions and discover relations that
were not obvious before. 

3. Data mart implementation

A data warehouse includes a large quantity of data or-
ganized in smaller logical elements, data marts. Data
marts are usually subsets of logically linked data ware-
house information that refers to a certain area.

A data mart that reflects a business segment of a com-
pany will enable us to implement an OLAP model. Such
a model makes the following analyses possible:

• Analyzing profit, income and sales according to
customers, groups of products and years.

• Analyzing sales according to producers, shops and
years.

• Analyzing profit according to months and shops in
any desired year.

• Analyzing profit according to groups of products,
shops and years.

• Doing a comparative analysis of profit according to
years, brand groups and customers.

• Analyzing income, profit and cost according to
products, shops, regions and years.

• Analyzing profit in successive quarters.
• Analyzing income according to months, products in

selected years.

Data marts can be used for exploration, data mining,
managed inquiries or on-line analytical processing
(OLAP) and they are a direct source of information
for end customers. A data mart used for on-line ana-
lytical data processing needs to be easily and intuitive-
ly accessible by end users.  The dimensional model is
the best in such cases.    

The most frequently used method for managing linked
multidimensional analysis data is the star schema. The
fact table is in the centre of the schematic. This table
contains data for analysis and keys for links with dimen-
sion tables. The fact table usually include several million
short records. The records in the fact table are com-
pressed in order to improve performance, while the di-
mension tables have fewer records, but these are bigger.
They give additional information for the fact table
records by providing description, name and other text
values. Every dimension table has a single primary key
that directly corresponds to one of the components of a
multiple key in the fact table.

In our example (Picture 3.1), the process of producing
dimension tables is linked to inclusion of calendars,
customers, producers, products and shops. Dimension
tables can be organized in hierarchies. Each hierarchy
level continues with another hierarchy level.
According to Ê4Ë, we observe the realization of the da-
ta mart through the following phases:

• Definition phase.
• Generation phase.
• Data loading phase.

The definition phase includes definitions of dimension-
al models and aggregations, generation of data sources
and ETL procedures.

For instance, the star schematics definition looks like
Picture 3.2.
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Picture 3.1 Star schema ‘Sales’ 1

Picture 3.2 Star schema ‘Sales’ 2

Picture 3.3 Mapping the fact table ‘Prodaja’
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The generation phase includes configuration, validation,
script and object generation.

The data loading phase includes a definition of sequence
for execution of ETL procedure scripts. Definition of
ETL procedure for a fact sales is described by Picture 3.3.

The suggested data mart model is realized through ap-
plication of Oracle tools: Oracle9i RDBMS, Oracle9i
Warehouse Builder Ê4Ë.

The Oracle Discoverer Ê5Ë, as part of Oracle’s Business
Intelligence set of tools, is used for implementing the
identified models. Discoverer is intended to provide end
users with an easy access to data and allow them to do
data analysis and set-up ad-hoc queries Ê6Ë.  

4. Case study

For these analyses we used data from a trade company
from Podgorica that sells chemical products in retail
shops in six towns and also offers wholesale sale of its
products. The Case Study data - for data mart realiza-
tion we used records from 2005, 2006 and 2007. More
than 2,000,000 lines have been imported. The fact of
sales contained about 410,000 lines, the mapping proce-
dure was excellent and lasted about 5 seconds.

The observed 4.1 model is analyzing income, profit and
quantity categories. On the Page Item level we selected
a year (or all of them) and product categories for which
we do the analysis. We observe all this in relation with
customers, towns or regions. This analysis will provide
us with precious data on most profitable groups of prod-
ucts. We can also see which customers buy most of a
particular product and this can affect future sales condi-
tions, discounts, special conditions and the way we treat
that particular customer. Picture 4.2 shows a graphical
presentation of profit according to regions.

Picture 4.3 shows a multidimensional model that is be-
ing used for analyzing quantities of sold products ac-
cording to brands. One of the possibilities (the one de-
picted here) is to analyze all the years - or we can select
one of them. This clearly shows which brands are attrac-
tive and which are not accepted by the market. We can
also display data on shops. For instance, we notice that
only one Elisabeth Arden product was sold in Berane
over all three observed years, while 11 Dolce Gabana
products were sold in the same store.

One of the realized workbooks can look like the  Picture
4.4. Here we do a comparative analysis of profit by
month and by shops and we can observe monthly or sea-
sonal oscillations. It is obvious that the central region is
dominant as far as profit is concerned and that March is

the most profitable month. This analysis is valid for the
entire observed period but if, for instance, we examine
only 2006, then July is the most profitable month and
the most profitable shop is the Central Depot in the cen-
tral region (just like in the previous case).

The following OLAP model described by Picture 4.5,
is a model of comparative analysis of profit, where se-
lect a product group for observed ships in Page Item.
In this particular case we analyze profit from sale of
the perfume product group. Adding an exception is
simple - in this case it excludes the shops where the
sale of perfume exceeded 1,000 euros.

The following Picture 4.6 shows a multidimensional
model for analyzing income, profit and cost per prod-
uct, ship, region and year.

The following OLAP model described by Picture 4.7
deals with comparative analysis of profit by quarter.
The first quarter profit is compared to the second
quarter and so on for two consecutive years, 2005 and
2006. The LAG function is used to realize this model.
This function allows us to do this comparison but also
to compare a single period of one year with the same
period of the next year or following years. We are us-
ing the Rank function that enables us to rank the de-
viation percentage from the greatest increase to the
greatest drop in consecutive quarters.

In the abovementioned example we can notice that
there is no date for years before 2005 so the column
for the preceding period for the first quarter of 2005 is
empty, producing the number 1 in the rankings. On
the other hand, the profit in the second quarter of
2005 has increased by 20.33 per cent compared to the
first quarter of the same year. The rankings show that
this is also the greatest single increase in the entire
comparative list for consecutive quarters. The greatest
loss of profit was in the fourth quarter of 2005 com-
pared to the third quarter - 32.97 per cent.

The next observed model (Picture 4.8) is analyzing
profit from sale of perfumes in 2005 by months. The
greatest profit was made in September, despite expec-
tations that this would happen in March due to the 8
March holiday. December was the next most prof-
itable month.

The 4.9 example shows seasonal oscillations. If we ex-
amine the Sun sun screen we notice that over half a
year (October, November, December, January,
February and March) not one item was sold, while the
greatest profit, as expected, was made in June and July.
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Picture 4.1 Analysis of profit, income and quantity of sold items
according to customers, groups of products and years

Picture 4.2 Graphical presentation
of profit according to regions

Picture 4.3 Analysis of sold quantities of products according to producers, shops and years 
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Picture 4.4 Analysis of profit according to months and shops in selected years

Picture 4.5 Comparative analysis of profit according to years, product groups and customers

Picture 4.6 Analysis of income, profit, cost per product, shop, region and year
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Picture 4.7 Analysis of profit by quarters

Picture 4.8 Analysis of profit according to months and products in selected years 1



46

These analyses can clearly tell the acquisition depart-
ment about periods when it is pointless to purchase a
particular product or when they should focus on getting
new stocks. This is particularly important for products
with short expiry date.

5. CONCLUSION

Using business intelligence tools enables us to collect
available internal and significant external data in order
to transform them into useful information that can help
business users make their decisions. Business intelli-
gence systems are focused on improving information ac-
cess and distribution capabilities, both for those who
make and for those who use such systems.

Data based on use of business intelligence tools provide
a trade company with an opportunity to identify not on-
ly advantages but also problems. Therefore the compa-
ny can deal with causes in a timely manner instead of
having to deal with consequences.
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1. Introduction

Broadly speaking, pluralism in organizational develop-
ment management should be understood as:
a) appreciation of different perceptions and interpreta-
tions of the management problem situations under con-
sideration, and
b) an appropriate combined use of various methodolo-
gies, methods, models, and techniques in structuring the
management problem situations and problem solving.

Initially defined in this way, pluralism is obviously a dis-
tinctive problem area, relevant in terms of both theory,
methodology, and application.

The key reasons for a broad, well founded study of plu-
ralism in the modern Systems Science and Management
Science are numerous and varied Ê6, 2000, pp. 377 -
378Ë. Primarily, it is a well known fact that traditional
approaches have become the issue of much criticism in
various applied disciplines. In the systems thinking, in
organizational theory, and in classic operational re-
search, the old, orthodox approaches have become the
issue of justified challenge, the new perspectives being
opened in the paradigmatic sense. The relations be-

tween different approaches to the development of each
particular discipline are the topic of special study.
Challenging totalyzing discourses that claim to com-
mand the truth and generating conditions for the emer-
gence of respective relativism, appears as special sup-
port to research into pluralism. Besides, from the prac-
titioners’ point of view, pluralism apparently becomes
indispensable in the processes of creative management
of the development of modern organizations. 

An important breakthrough has been made in the sys-
tems thinking and practice into the study of pluralism.
In the first place, through the conflict among various
systemic conceptualizations of relevant organizational
problem areas, the Systems movement came out
stronger. Simultaneously, systems thinking displayed a
remarkable potential for a reasoned and useful linking
of theory and practice. 

Making use of respective contributions of social sci-
ences, systems thinking tries to support a certain vari-
ability of standpoint on a complex and manyfold man-
agement problem situationunder consideration that we
wish to apprehend and effectively and efficiently inter-
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Pluralism, in the broadest sense, can be understood, on one hand, as the appreciation of different perceptions and
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amine the relationship between pluralism, as a special developmental strategy of systems thninking, and strate-
gies of isolationism, imperialism and pragmatism, and b) to consider the basic pluralistic systemic theoretical-
methodological and applicable developments – System of Systems Methodologies, Total Systems Intervention
and Multimethodology.
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vene into. Furthermore, systems thinking applies a
combined use of methodologies of management prob-
lem situations structuring to creatively conduct inter-
ventions in complex and dynamic organizations.
Systems thinking tries to improve pluralistic practice
through reasoning on the implications of pluralism on a
theoretical level.

Dealing with pluralism in purposeful managing the rel-
evant problem areas in organizations means:

• analysing the relationship between pluralism as a
distinctive Management Science development
strategy, that is, systems thinking, and the strate-
gies of isolationism, imperialism and pragmatism,
and 

• analysing basic pluralistically-systemic theoretical,
methodological and applicable developments.

2. Pluralistic strategy of systemic thinking and
practice development

In defining the possibilities of using pluralism as basis to
establish systems thinking and in determining the ben-
efit the systems practices may have in organizations if
managed through pluralism, it is necessary, in the first
place, to analyse the relationship between pluralism as
a distinctive strategy of systems thinking development
and the isolationism, imperialism and pragmatism
strategies.

The efforts to determine the nature of pluralism in the
systems erea and to find out whether pluralism is the
best practice of improving systems thinking stemmed,
on one hand, from a certain lack of trust in the success
of the traditional Management Science (MS), and, on
the other hand, from an evident development of
Organizational cybernetics, the soft systems approaches
and the critically-systemic alternatives to the ortodox
traditional MS. Each of the mentioned theoretical-
methodological alternatives was claimed to significantly
contribute to the building of MS. Efforts were also made
to investigate into how the relationship between the tra-
ditional MS and these alternative theoretical-method-
ological developments can be best explained scientifical-
ly and used in such a way so that MS should be most
fruitfully applied in organizations and in the society. As
regards the above mentioned, the following four MS de-
velopmental strategies emerged: isolationism, imperial-
ism, pragmatism and pluralism Ê5, 1995, pp. 311 - 316Ë.

The strategy of isolationism is supposed to result into
the presence of various trends in MS, the trends that de-
velop independently, on the bases of their own hy-
potheses, and with a minimum interaction. The pro-
moters of isolationism  deem their MS approach to be

self-sufficient. They believe that there is nothing to
learn from other perspectives, which are considered
useless. In such circumstances, the attempts of building
the ideas of alternative methodological tendencies into
a certain preferential position might weaken the given
position, therefore they are taken as a serious threat.
The isolationists are especially powerful in the tradi-
tional MS and in the Organizastional cybernetics.

The paradigmatic incompatibility1 can be  quoted as
supportive to isolationistic strategy. There are sugges-
tions that isolationism should be abandoned since it dis-
integrates MS as a scientific discipline, prevents estab-
lishing purposeful relationships of different method-
ological tendencies, and discredits the profession with
clients who do not believe that one method is enough to
solve all the problems. 

The imperialistic strategy has it that one MS approach
is superior to its other methodological trends, capable
of providing adequate premises for the development
of MS as a distinct scientific discipline. It is simultane-
ously willing to incorporate certain aspects of other
methodological trends, provided that they can, in
terms of favoured approach, be useful and fortifying.
The knowledge gained from other methodological de-
velopments will be integrated into the theoretical-
methodological aparatus of the favoured approach as
long as these do not endanger its key principles. The
representatives of the imperialistic strategy believe
that they can explain the presence of alternative ap-
proaches, as well as analyse the limited sphere of their
use, in the category of the approach they consider to
be the leading one. Especially powerful imperialistic
aspirations are identified in the soft systems thinking
(hard systems thinking is often taken to be a special
case of soft systems thinking)  Ê1, 1985, pp. 757 - 767Ë
and Organizational cybernetics.

This MS developmental strategy of  was abandoned
since, in order to be aplicable within any other paradigm,
the methodologies and methods developed to function in
one paradigm have to be “denaturalised“, that is, de-
prived of their key determinants, therefore the full po-
tential available for MS cannot be realized. At the same
time, the imperialistic scenario of MS development is
considered to be feasible if broader, social impacts
favour one approach over certain other methodological
alternatives, endangering their chances to be applied.  

1 As the paradigm commonly means the apprehension of the world
accepted by the csientific community, that is, a set of ideas, hy-
potheses, beliefs that lead its scientific activity, the incompatibility
of paradigms could be presented in the following way: groups rely-
ing on different paradigms, when looking from the same point in
the same direction, see different things Ê10, 1970, p. 150Ë.
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The pragmatist strategy develops the MS joining the
best elements of trends that seem to even contradict
each otehr, in accord with the criterion of practical ap-
plicability. The pragmatists do not bother to take “arti-
ficial“ theoretical distinctions into consideration. They
concentrate upon building an appropriate “collection of
tools“ in which the methods and techniques are taken
from different MS trends and prepared to be jointly
used in the course of problem solving, on condition the
problem situation under consideration justifies the ap-
plication of a given set of methods and techniques. The
selection of methods and techniques, as well as the en-
tire procedure, are deemed to be justified as measured
by the results obtained in practice. The appeal of the
pragmatist option is evident among the representatives
of the traditional MS and some soft systems thinkers.

This strategy, however, was abandoned because it
failed to support the development of MS as a distinct
scientific discipline. Theory, which the representatives
of the pragmatist strategy try to avoid, is necessary to
explain why certain methods are successful, while oth-
ers are not, that is, to enable us to learn from experi-
ence and to be in a position to pass the lessons learned
to others. Besides, pragmatism is especially dangerous
in the social field, as it may result in errors to be dearly
paid for, otherwise possible to avoid  by following rele-
vant theories. Also, pragmatism may lead to the appli-
cation of methods whose implementation is ensured,
not because they are most appropriate to the problem
situation under consideration, but because they further
strengthen the position of the powerful.

The pluralistic vision  means a continuous presence of
a certain veriety of trends within the MS. Theoretical,
methodological and practical developments will be mu-
tually shaped. It is an accepted fact that different ap-
proaches stress different relevant interlinked aspects of
the complex and multilayer management problem un-
der consideration. The strengths and weaknesses of the
MS trends will be better understood and the field of ef-
fective application of each approach must be deter-
mined individually. The diversity of theories and
methodologies available in the MS is understood not as
heralding a crisis in the MS as a scientific discipline, but
as expressing an growing competence and effectiveness
in a certain variety of management problem situations
Ê18, 2004, pp. 411 –  431Ë.  

Contrary to the above analysed options for the MS,
the pluralistic strategy is understood as offering excel-
lent chances for a successful development of the MS.
As regards the views on the paradigmatic incompati-
bility, pluralism is, at least in a preliminary manner,

defended by the arguments that different theoretical-
methodological MS developments are necessary as a
support to different antropologically established cog-
nitive human interests Ê3, 1972Ë:          

• the technical interest in anticipation and control is
supported by hard and cybernetic approaches, 

• the practical interest in broadening mutual under-
standing of relevant stakeholders is supported by
soft systems approaches, and

• the emancipatory interest in relieving the limita-
tions imposed by power relations is supported by
critical systems approaches. 

Pluralism is considered to offer, as regards the founda-
tions of a traditional MS, the best bases for the
(re)construction of  the MS as a cohesive discipline
and profession.

3. Pluralistic systemic theoretical-method-
ological and applicable developments

The three basic, relevant formal expressions of the plu-
ralistic systems thinking and practice development may
be specified and studied:

a) System of Systems Methodologies,
b) Total Systems Intervention, and 
c) Multimethodology.  

In the first place, the System of Systems Methodology
(SiSiM)  is a central instrument of the reasearc directed:

• theoretically, towards explaining the relationships
between varied systemic founded methodologies
and

• practically, towards identifying the achievement
in the application of systems methodologies of
management problem situations structuring in dif-
ferent problem contexts in organizations Ê9, 1984,
pp. 473 – 486; 4, 1990, pp. 657 – 668; 7, 2006 a, pp.
868 - 878Ë.   

The SiSiM attempts to show that different systems
methodologies, relying on different hypotheses on the
nature of different ideally-standard management prob-
lem contexts, can be understood as an appropriate, sci-
entifically founded and practically beneficial comple-
mentary set.  

The starting point in the building of the SiSiM was the
idea that it is possible to develop an ideally-standard
matrix of problem context, that may be used to classify
systems methodologies in accordance with their key
premises on the nature of problem situations.
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The two basic dimensions of management problem sit-
uations in organizations are the following:

a)  the system dimension – defines the nature of the
system within which the problems under consid-
erations are located, and

b)  the participant dimension – determines the na-
ture of the relations between the participants in-
terested in the management problems situation
and its improvement. 

The systems, within which the management problems
are located, are classed in a continuum from relatively
simple to extremely complex, according to the follow-
ing criteria: the number of subsystems, the number and
the level of organization of the subsystems interactions,
the preliminary determination / the prior lack of deter-
mination of the subsystems’ properties, deterministic /
probabilistic laws in the systems conduct, systems
nonevolution / evolution  over time, nongenerating /
generating the subsystems own objectives, a consider-
able exclusiveness /openess od the systems as regards
the environment. Relatively simple management prob-
lems are embraced and expressed by relatively simple
systems, while extremely complex management prob-
lems situations are represented by complex systems.

In turn, the relations among the participants in the
management problem situation under consideration

are observed as unitary, pluralistic or forced, in that
the criteria for categorization of the participants’ rela-
tions are the following: existence / non-existence of
mutual interests, the level of compatibility / conflict of
values and thinking, the level of consensus / lack of
consensus on the goals and means, participation / no
participation in the problem solving and decision-
making processes, acting in accordance with the
agreed  goals.

The result of a one-off consideration into the specified
key dimensions of the management problems situa-
tions – systems dimensions and the participant dimen-
sions – is a respective matrix of six basic types of prob-
lems contexts in organizations: simple-unitary, com-
plex-unitary, simple-pluralistic, complex-pluralistic,
simple-forced, complex-forced.

Identifying the six ideally-standard problems contexts
in organizations implies the need for a variety of
methodologies of management  problems situations
structuring, having in mind that crucial differences be-
tween the problems contexts are to be reflected in dif-
ferent methodology types. Therefore, the next step in
the building of the SiSiM is the linking the existing sys-
tems methodologies of problem situations structuring,
that is, the management problem solving methods,
with defined problem contexts – Figure 1.  Ê16, 2006, p.
350; 17, 2007, p. 214Ë.:

Figure 1. The System of Systems Methodology



Indeed, 
•  hard systems thinking, that is, positivistic-func-

tionalist approaches, e.g., classic Operational
Research, System Analysis, System Engineering,
are  geared to the problems located within rela-
tively simple-unitary contexts, as it is assumed that
it is easy to identify indirect goals in the system un-
der consideration, and that it can be modelled
mathematically;

• Socio-technical and Situational Approaches,
Systems Dynamics, Organizational Cybernetics,
Theory and Methodology of Complexity as struc-
turalist-functionalist approaches to designing com-
plex adaptive systems are associated with the com-
plex-unitary contexts, as they are deliberately fo-
cused upon understanding problem situations as
extremely complex systems;

• Different soft systems approaches of the interpre-
tative peradigm of systems thinking, e.g.,
Identifying and Testing of strategic hypotheses,
the Interactive Management, Strategic Choice
Approach, the Methodology of Soft Systems,
Interactive Planning, Robustness Analysis, the
Development and Analysis of Strategic Options,
are identified with simple-pluralistic and complex-
pluralistic contexts;

• The forced problem contexts correspond with
emancipatory systems approaches, e.g., the
Critical Heuristics of the Systems, the Synergy
Integration of the Team, and certain more recent
post-modernist methodological developments.

The developed SiSiM brought several important bene-
fits in its wake.  First and foremost, the SiSiM requires
the researchers to determine the methodology that is
most adequate to a problem context under considera-
tion, for any management problem situation they deal
with. Then, the SiSiM helps understand the difficulties
resulting from the application of a problem solving
methodological approach that is inadequate to a con-
crete problem context – for example, in case of apply-
ing the Methodology of soft systems in forced manage-
ment problem contexts. Finally, of crucial importance
– especially in the long run – is the opening of a new
perspective of systems thinking and Management
Science development. In fact, appreciating the differ-
ent methodologies as sets of instruments geared to dif-
ferent problem contexts, the SiSiM has offered an ade-
quate method of departing from the debates on
Operational Research and systems research in which
the various methodologies/methods of problem solving
are understood as competitive. An evident break-
through made by the SiSiM suggested an opportunity
to achieve pluralism based on different methodologies

(hard, cybernetic, soft systems approaches, etc.) devel-
oped from more than one paradigm.  

However, the pluralism incorporated in the SiSiM is im-
plicitly limited to different interventions into the organi-
zational development management. Namely, the appli-
cation of varied methodologies within one and the same
intervention has not been taken into consideration.
Another drawback of the SiSiM results from tha lack of
explicit distinction made between the methodology con-
cept (as regards the entire theory of method applica-
tion) and the methods or techniques concepts, which in
turn results into a lack of flexibility in the use of meth-
ods, models, techniques, instruments together with
methodology applied.   For example, the selection of the
Methodology of Soft Systems authomatically requires
the use of various techniques associated with this
methodology (“rich images“, CATWOE, etc). In addi-
tion to the above said, not much attention is paid to oth-
er ways of understanding problem contexts. That is, the
problem solver should examine the problem contexts in
the light of different appreciations of the world, in order
to determine  which of the appreciations is most ade-
quate in reflecting the essence of the management prob-
lem context he encounters.

A particular, relevant pluralistic theoretical, methodologi-
cal and applicable development in the Systems Movement
is represented by the Total  Systems Intervention  (TSI)
Ê2, 1991, pp. 45 – 60; 6, 2000, pp. 368 – 373; 8, 2006 b, pp.
647 - 657Ë. Understood as a meta-methodology, the TSI
could conduct academic research and counsel practition-
ers on which methodological approach is most beneficial
in problem situations they deal with. The key SiSiM idea
that pluralism should be based on different concepts of the
management problem situation under consideration and
on the use of respective methodologies in combination, is
operationalized in the TSI. 

As a new approach to planning, designing, problem
solving in organizations, and evaluation, the TSI relies
on the critical systems thinking in a  philosophical, or
theoretical sense. The basic liabilities of critical systems
thinking – primarily identified as:

• critical and social awareness,
• human welfare and emancipation, and
• complementarism at academic and methodologi-

cal levels

are incorporated into the TSI.

Certain crucial principles operationalized in the TSI are:

• Organizations are too complicated to be under-
stood by means of one management model, and
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their problems are too complex to be discussed
via the so-called prompt identification.

• Organizations and their problems ought to be re-
searched into using a respective rank of systems
metaphors.

• Relevant organizational aspects and problems,
highlighted by means of metaphors, may be
linked with respective systems methodologies for
intervention conduct.

• Different systems metaphors and methodologies
may be used in a complementary manner in order

that varied vital aspects of organizations and their
problems be identified and stressed.

• The strengths and weaknesses of systems
methodologies can be estimated, and each
methodology may be linked to respective organi-
zational problems.

• The TSI develops a system interactive cycle of
research. Relevant stakeholders are included in
all the phases of the TSI.

The pluralism underlying the TSI is operationalized in
each of its three key phases – Figure 2. Ê16, 2006, pp. 526Ë:

The task in the creativity phase is to use the systems
metaphors as organizing structures to help managers
and other stakeholders think creatively of their en-
terprises. The given organizational meatphors – ma-
chinery, organic, brain metaphor, culture metaphor,
political system metaphor, physical prison
metaphor, the flow and transformation metaphor,
the domination instrument metaphor Ê15, 1997Ë are
focused upon varied  relevant aspects of the organi-
zation under consideration and upon its problems –
the organizational culture, the human and political
aspects of organization, etc. Pluralism is introduced
as a means to obtain a broader knowledge of man-
agement problems situations as well as to incorpo-
rate the concepts from alternative paradigms. The
use of systems metaphors serves as support the for-
malization of the process by which a decision maker

analyses management problem contexts in the light
of different views of the world. The result of the cre-
ativity phase is a set of key issues and problems that
becomes the basis for the selection of systems
methodology/methodologies of intervention in the
organization under consideration.

In the selection phase, alongside the metaphor analy-
sis, the SiSiM is used to identify the strengths and
weaknesses of prospective candidate-methodologies.
The intervention methodology/methodologies is/are
selected on the basis of whether their strengths make
them adequate for dealing with major organizational
issues and problems identified in the creativity phase.
The result of the selection phase is the “dominant“
methodology which, if necessary, is to be supported by
respective “dependent“ methodologies.

Figure 2. The Total Systems Intervention



During the implementation phase, the methodology/
methodologies selected are applied to devise the re-
quired specific suggestions and to implement these, that
is, to process the management problems situation in an
adequate manner. The result will be a coordinated
change caused in such aspects of the organization under
consideration  that are currently most vital to its effec-
tive, efficient, ethical, etc. functioning.  The views of the
participants as to what the major organizational prob-
lem areas are change over time. A dymanic aspect of the
TIS means a continual iterative circling about the cre-
ativity, selecting and changing implementation, in accor-
dance with the relations between the “dominant“ and
the “dependent“ methodologies.

The TSI, therefore, encourages creative reasoning on the
nature of the managemnt problem situation under con-
sideration, and once the decision on the character of the
major organizational difficulties has been made, the SIS
conducts the manager/researcher towards the type of
systems methodology most adequate in creative dealing
with the problems identified as major ones. As the inter-
vention using the TSI proceedes, the nature of the prob-
lems situation is being analysed, which will be reflected
in the selection of the systems methodology/methodolo-
gies. Namely, in dealing with highly complex, dynamic,
interactive, multilayer management problem situations,
the simultaneous identification of different relevant as-
pects revealed through different perspectives of observ-
ing the situation means the use of different systems
methodologies in combination – one is “dominant“
whereas the others are the “support“ methodologies.

As a meta-methodology, the TIS has made an impor-
tant theoretical-methodological and applicable step by
making it possible to use the methodologies belonging
to different paradigms in one and the same intervention
and in one and the same problem situation. The TSI
tries to devise an adequate, coherent way of managing
different methodologies that rely on alternative episte-
mologic premises. On condition that it is practically im-
possible  to use different methodologies alongside each
other in complex problems situstions, the TSI assumes
that the best way in methodological pluralism is to –
over a given time interval – treat one methodology as
“dominant“, and the others as “dependent“ and that the
relationship among the methodologies is to be continu-
ally analysed and changed in accordance with new
knowledge on the management problem situation un-
der consideration. 

A special, vital strength of the TSI is to link:

• pluralism in the creativity phase – research into
the management problem situations via different

perspectives, that is, different conceptions of the
world, with

• pluralism in the selection and implementation
phases – an appropriate management of different
combined methodologies.

If the greatest strength of the TSI was its activity on the
meta-methodological level, in order to ensure that
methodologies representing different paradigmatic hy-
potheses can be used combined, the activities on this
level also resulted into certain TSI weaknesses.
Similarly to the SiSiM, the TSI requires that the “total“
methodologies be used, which evidently results into a
substantial lack of flexibility in the use of methodolo-
gies, i.e., their methods, models, and techniques.

A separate, unsolved TSI problem refers to the as-
sumption that it can remain “above paradigms“, select-
ing methodologies in accordance with a specific human
interest they have to meet. The different paradigms,
however, relying on the differently understood realities
and built into different systems methodologies, provide
answers to all human interests, in either an implicit or
an explicit way Ê19, 1993, pp. 53 - 70Ë. 

A special systems theoretical, metodological and aplic-
able development, relevant from the point of view of
improving pluralism, is the Multimethodology. This de-
velopment endeavours to link sections of methodolo-
gies that may come from different paradigms, in theo-
retically founded and practically useful ways Ê11, 1997
a, pp. 1 – 20; 12, 1997 b, pp. 407 – 440; 13, 2006, pp. 217
– 240; 14, 1997, pp. 489 - 509Ë. 

The basic idea of Multimethodology is that all problem
situations involving varied material, social and person-
al aspects are extremely complex and multidimension-
al. Therefore, and in order that the intervention in the
problem area under consideration be as efficient as pos-
sible, it is necessary to: a) identify all its relevant deter-
minants within limited resources, and b) wherever pos-
sible, use a certain  rank of methodologies (or their sec-
tions) that may be founded on different paradigms.  

Important for determining the context of the
Multimethodology are:

1. the real world problem  situation under consider-
ation,

2. the theories and methodologies available, and
3. the agents who make a selection and undertake

intervention into a respective problem situation.
Similarly, the overall context of Multimethodology is
determined by the relationships established between:
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• agents and methodologies/techniques,
• agents and problem situation,
• methodologies/techniques and the situation in

question.

Important dimensions of these relations can be high-
lighted via appropriate series of questions focused upon
the design of the intervention.

Thus, the context of Multimethodology is determined
by three conceptual systems and their important inter-
relations – Figure 3. Ê12, 1997 b, p. 420Ë.

The conceptual system related to the contents of the
problem situation under consideration includes three
spheres/worlds – material, social, and personal, as well
as the language as a medium.  The distinctions among
these spheres are analytical in character, since there are
no separated onthological worlds, nor are they inde-
pendent on one another.

The conceptual system of intervention includes the or-
ganizational agents who make selections and act. In the
Multimethodology context the agents – with their
knowledge, developments, relations with a problem sit-
uation under consideration, their personalities, values,
obligations – are awarded the central position. Of
course, any methodology or conceptual frame of ideas
are, in reality, at the disposal of the agents, that is, those
who use them in dealing with the problem situation Ê12,
1997 b, p. 428Ë. 

Leaning on the theories and methodologies available,
the conceptual system of intellectual resources is built
up of the following two conceptual frames relevant for
methodologies integration:

1. the conceptual frame for mapping methodolo-
gies, and

2. the conceptual frame for decomposition of
methodologies.

The conceptual frame for methodology mapping is the
view that Multimethodology has to be expressed in the
categories of two key properties of intervention:

• the multidimensional character of the problem
situation under consideration – a material, social,
and personal worlds, and

• different types of activities to be undertaken –
understanding, analysis, estimation and action
taking.

The result of the combining of the two key factors is an
analytical grid that can be used to map the characteristics
of various methodologies, the goal being the support to
their linking together. The logic of this conceptual frame
is that the overall intervention in the problem situation
under consideration means dealing with three key di-
mensions of the situation – the material, the social, and
the personal ones, via four different phases – apprehend-
ing, analysis, estimation, and action taking. Each section
of the grid generates questions referring to the specific
important aspects of the situation/intervention under
consideration, and these aspects have to be identified.

The given conceptual frame can be used in different
vays. In the first place, it is possible to examine and eval-
uate the strengths (and weaknesses) of individual
methodologies and map them on the grid in order to find
out to what extent they determine relevant issues. Or, al-
ternatively, it is possible to test which methodologies
may be helpful in a given specific aspect of intervention.

The conceptual frame of methodology decomposition
has it that the essence of Multimethodology is to – upon
respective decomposition of methodologies (which may
be relying on different paradigms) into their methods,
techniques, tools – provide for a creative linking of their
parts. Therefore, when starting from the idea that the
methods/techniques can be taken from one and pur-
posefully applied  within another methodology, it is nec-
essary that different methodologies be studied in detail,
to find out where the fruitful links can be created. In this
process the methodologies must be decomposed sys-
tematically so as to identify their separable elements
and their functions or purposes. We suggest that it be
done in the categories of distinctions among the philos-
ophy principles – why; the methodology phases – what,
and techniques – how. In “moving“ one technique from
one methodology (and paradigm) to another, its context
and interpretation can be altered respectively.



The change in the management problem situation un-
der consideration which is generated by the interven-
tion depends on the context, and, by a rule, is rather
limited. Critical thinking is carried out through four
phases: 

• understanding problem situation as it is,
• analysis as to why it is as it is,
• estimating how the situation can be creatively

changed, and
• acting towards generating change.  

Of central importance is to determine the boundaries in
the research process. The agents’ activities are related
to three analytically separate worlds – the material, the
social, and the personal ones, that provide the other im-
portant dimension for the given concept of critical
thinking. Power is an integral part of all the three
worlds, and knowledge (including methodologies and
meta-methodologies) is undoubtedly linked with pow-
er. Interventions in organizational problem situations
should be conducted in such a way to provide the con-
ditions for discussion. In other words, the process of
critical multimethodology is supposed to be a continual
cycle of thinking, judging and acting.

4. Conclusion

With respect for the various perceptions and interpre-
tations of management problem situations and the ef-

forts to ensure an appropriate combined use of differ-
ent methodologies, methods, models, and techniques in
management problem situations structuring and prob-
lem solving in organizations, pluralism obviously is a
complax research field, relevant in both theoretical,
methodological and applicable senses.

Dealing with pluralism in creative organizational devel-
opment management means, above all, examining the
relationship between pluralism as a specific strategy of
the Management Science development and the strate-
gies of isolationism, imperialism and pragmatism, on
one side, as well as taking into consideration the basic
pluralistic systemic theoretical, methodological and ap-
plicable developments – System of Systems
Methodologies, Total Systems Intervention, and
Multimethodology, on the other side.

Relying on the presented development of pluralism in
systems thinking and the systems practice, a further
global consideration of pluralism and its capacities in
the creative management of organizational develop-
ment requires a precise definition of essential aspects in
the relations between pluralism and critical systems
thinking, an analysis of the key dimensions of paradig-
matic variety, a research into the theoretical, method-
ological and applicable difficulties related to paradig-
matic incompatibility. Of special importance is the fact
that the future of pluralism in the systems thinking and
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practice is directly determined by the manner(s) in
which theoretical pluralism can, or should, be processed.
Furthermore, any individual development of pluralism
(as a meta-paradigm, as a new paradigm, as postmod-
ernism, as disparate pluralism, as critical systems prac-
tice) as a particular way of formulating and operational-
ization of pluralism should be valued from the point of
view of the extent to which it enables pluralism to realise
its full potential in organizational practice. 

Of special importance for the improvement of plural-
ism in the systems thinking and the systems practice are
the experiences in developing pluralism in other disci-
plines, especially in organizational theory (focus upon
combined application of various methods for the pur-
pose of improving our understanding of organizational
phenomena), operational research (varied combina-
tions of soft methods of operational research, as a  rule
managed by interpretative paradigm), information sys-
tems (complementarism in the use of methodologies),
consultation in management (the efforts of manage-
ment consultants with academic experience to point to
the relevance of theoretical supports for the purpose of
strengthening pluralistic consulting practice).
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1. Introduction

The needs for social responsibility are increasingly
higher in the modern business environment, making
the responsible conduct and relationships with stake-
holders the key factors of success. An increasing at-
tention paid to corporate social responsibility has not
been a voluntary process. A large number of compa-
nies became aware of the need for social responsibili-
ty only after they were taken aback by the public reac-
tion to some of their former imprudent acts that
shockd the public. The “Nike”, for example, faced a
strong customers’ boycott after the “New York Times”
and other media reported on the horrible treatment of
workforce in the suppliers’ factories in the early 1990s.
The decision of the “Shell Oil” company to bury their
obsolete oil-refining technology (Brent Spar) into the
North Sea faced a strong opposition from the environ-
ment protecting organizations and was condemned in
a host of articles in international journals in 1995.
Such examples are numerous. And so the activities of
all types of organizations have recently been under an
increasing pressure of the public demand that their ac-
tivities be conducted in a  socially responsible manner
Ê1 pp. 78-94Ë. 

This increasing demand for social responsibility was
further supported by the globalization process, the
multinational companies’ expansion and the emer-
gence of numerous ecological problems. Traditionally,
the care about the companies’ social responsibility was
the concern of the Governments of states. With the
globalization process the enterprises expanded be-
yond the national boundaries therefore the manufac-
turing, sales, payment … processes do not end in one
country and, consequently, the government of that
one country does not have an insight into (cannot con-

trol) the company’s business. Liberalization of foreign
trade has simultaneously resulted into an enormous
increase in foreign trade transactions. These transac-
tions caused vast investments and eliminated the fi-
nancial barriers, thus enhancing the mobility of multi-
national corporations. As companies expand, the
chances that the states monitor and control their work
are further reduced. Thus the governments have limit-
ed possibilities to monitor and control to what extent
the multinational companies observe ethical and legal
regulations and standards. It is for these reasons that
the multinational companies are expected to exert a
much higher level of ethics and social responsibility in
their behaviour.

The problems of corporate social responsibility are in-
creasingly visible due to the expansion of global cor-
porations that cause many social problems. It is the
corporation’s responsibility, then, to solve these prob-
lems worldwide. It is also the long-term interest of
global companies to solve social problems since this
gives them an opportunity to avoid legal limitations in
certain countries and build a reputation in the society.
Solving social problems comes at a price. By success-
fully solving social problems and suffering some ex-
pences the company shows it is ahead of its competi-
tion. These arguments are especially relevant in a
global competitive environment, since, if the company
is doing business in a number of countries, it means it
will solve social problems in each of them. 

Technology development is also responsible for the
emergence of social problems. For example, the access
to the Internet enables the company to use a less ex-
pensive, but more efficient marketing and sales of
products and services, however it brings the danger of
abusing a lot of information, and this gives rise to the
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problem of protection and safety. Companies in the
field of biotechnology are faced with ethical and social
problems of genetic engineering, cloning, etc.
Technology growth does offer more opportunities to
the companies, however it burdens them with an ever
greater social and ethical responsibility. 

Another serious problem that highlights the impor-
tance of social responsibility is the emergence of
alarming environment-related problems, such as air
pollution, acid rains, radioactive waste, ozone layer
damage and similar global problems. These incited the
socio-economic awareness that made the companies
pay more attention to social responsibility, since they
directly affect different eco-systems and social welfare.
The newly created awareness of the need to solve en-
vironmental and social problems made it a must for sci-
entists and company managers to approach the compa-
ny social responsibility issue in a more serious way. 

Regardless of the fact that a higher level of social re-
sponsibility means higher costs in the company’s busi-
ness operations, it appears that the company’s opera-
tions with the regard to the environmental and social
needs do not collide with profit making. On the con-
trary, it may significantly increase its competitive ad-
vantage. Investing into social responsibility affects val-
ue creation in the company, both directly and indirect-
ly. It is true that investment into elements of environ-
mental protection and philantropic behaviour  means
larger short-term expenses to the company, however,
in increasing the safety and product quality  the com-
pany builds positive reputation which has a favourable
impact upon a long-term value creation and therefore
these issues atrract more and more attention. The cor-
poration can build a good reputation only if it is social-
ly responsible. For these reasons the practice of suc-
cessful companies increasingly stresses the importance
of social responsibility, while it becomes a frequent
subject of academic study by the scientists from vari-
ous fields of economics. 

2. Social responsibility concepts and 
stakeholder management development

The corporate social responsibility (CSR) means a se-
rious concern about the impact of the company’s ac-
tivity upon the society. The idea of social responsibili-
ty demands that individuals and organizations be
aware of the impact of their activities upon the social
system as a whole and insists that they act with respon-
sibility in conducting any activity that may affect the
system. These ideas on corporate social responsibility
are not new, they are present in the mind and in the

practice of the company since the moment it is set up,
however, they are expressed differently. The first
ideas on social responsibility that theory knows date
back into the year 1899, to Andrew Carnegie’s “the
Gospel of Wealth”. He was the first to write about the
need that a company help and improve the society and
the environment it operates in. In the 1930-1950 peri-
od the state’s influence becomes greater. The social
responsibility at that time is focused on increasing the
social welfare of the employees (retirement and insur-
ance plans), their safety, health care, pension plans,
etc. Ê2  pp. 395-403Ë. 

Since the 1950s a modern concept of corporate social
responsibility is developed in which the key issues re-
fer to moral standards and ethical behaviour such as:
product safety, truthful marketing, employees’ rights,
opportunities for promotion, environment protection,
etc. Since the 1960s strong human rights movements
and those promoting consumerism, environmental-
ism, etc. emerge, generating new demands to compa-
nies. A general idea was that the one who has great
power, should have big responsibility. Hence numer-
ous organizations were invited to act proactively in
search of the causes of social problems and finding so-
lutions to them. Many companies became concerned
with the safety of their products, environmental pro-
tection, providing opportunities and promoting the
employees, etc. Such issue of concern was corporate
ethical responsibility too. Moreover, the society now
expected the company to participate in problem solv-
ing on a voluntary basis, regardless of whether it was
affected by the problems concerned or not. In 1970s,
however, due to a large number of problems (stagfla-
tion, inflation and unemployment increase, oil prices
rise, greater operational costs in companies partly due
to the previously enacted laws on consumers’ interests
protection and environmental protection) that threat-
en normal functioning of the company, Milton
Friedman returns to the classic interpretation of social
responsibility.

Such an attitude was largely criticised since the behav-
iour directed only towards satisfying one’s own inter-
ests may harm the others and have a negative impact
upon social welfare. A much more complex under-
standing of social responsibility arises, which says that
business should be conducted in such a way that the
influences of society be taken into account, therefore
the organization is responsible to the society as re-
gards the activities it carries out. One frequently quot-
ed modern approach to social responsibility is the con-
cept introduced by Archie Caroll. He combines vari-
ous economic, legal, ethical and philantropic princi-
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ples by observing to which extent the company does
its duty to the society and creates positive relation-
ships with the stakeholders. The company’s key liabil-
ities, according to him, are of economic, legal, ethical
and philantropis nature, which he represents in the
form of a pyramid, therefore the social responsibility
pyramid is born Ê3  pp. 36-54Ë. 

Figure 1: The Social responsibility pyramid

Source: Archie C.: Business and Society: Ethics and
Stakeholder Management, South-Western College
Publishing, Cincinati, Ohio, 1966, p. 39.

The social responsibility theory allowed for the stake-
holder management concept to develop and besome
the prevailing one in the 1990s, in the conditions of
high uncertainty of business, when the companies be-
come largely dependant on the behaviour, expecta-
tions and objectives of a large number of varied inter-
est (stakeholder) groups with whom they establish dif-
ferent relationships and interactions Ê4, p. 81Ë. This
does not mean that there was no awareness of the pres-
ence and impact of interest groups before 1990s. For
example, Preston quotes that 4 interest groups were
identified in the General Electric Company as early as
1930: customers, employees, shareholders and social
commuity. Their interests had to be taken into consid-
eration since their influence upon the company’s suc-
cessful performance was great Ê5 pp. 361-375Ë.  Such
examples however were scarce in the theory and the
practice of management. The earliest serious academic
research and explanations of stakeholder management
are associated primarily with Edward Freeman, who
gives a detailed explanation of the notion of stakehold-
er, presents certain definitions of stakeholders and of-
fers basic theoretical analyses of stakeholders in his
“Strategic Management”, published 1984.  

According to Freeman, the term stakeholder was first
used on the memorandum of the Stanford University,
in 1963, and he adopts it in order to warn the manage-
ment that it was of great importance that they should
pay attention to the interests and expectations of
those whose influence is not negligible, or who are af-
fected by the company’s business operations.
Therefore he defines stakeholders in the following
way: Ê6 pp. 364-369Ë

 Stakeholders are groups whose support help
the company survive;

 Stakeholders may be any group or individual
that affects or is affected by the performance
in the organizational objectives achievement.

A rather detailed explanation of the notion and a def-
inition of stakeholders are supplied by Archie B.
Caroll. According to Archie B. Caroll, stakeholders
can be defined as individuals, groups or organizations
with whom the company interacts or is in the relations
of interdependence. He believes that the term “stake-
holder” is derived from the term “stockholder”, defin-
ing the owner of a certain job or an investor.
Regardless of the fact that the term “stakeholder” is
much broader compared to that of “stockholder”
(since besides the stockholders it includes a large
number of other individuals and groups concerned
with the company’s operations and having a certain
share in it), the root of the word “stake” that means in-
terest, investment, participation, primarily refers to
the shareholders-owners who invested their own as-
sets, who are most interested in the company’s busi-
ness operations and have a certain share in it Ê3 p.7Ë. 

At the same time, however, “stake” (as claim) means a
demand, pretending, expectations, search of some-
thing. It is clear that the owner or a shareholder ex-
pects that the completion of a business operation
should mean achieving some of his objectives, since he
invested his money into the business. However, there
are other individuals that also have certain expecta-
tions and demands, who did not invest the money, but
some other elements that entitle them to some re-
quirements and expectations (for example, the em-
ployees who invest their work, time and energy; then
the suppliers who invested the results of their work,
the customers who pay for the products; the state that
expects that the reason of its existence should be jus-
tified and that a certain social need be honoured, etc).
They are all stakeholders. In addition to these, there is
a host of other definitions and explanations of the
term “stakeholder” that differ to a smaller or a larger
extent. What is common to all these definitions is that
they all view stakeholders as a very numerous and het-
erogeneous group of individuals and organizations,
whose objectives frequently affect and precondition
those of the company. In order that the survival and
successful performance of the company be ensured it
is necessary that they should be well managed. These
are the reasons for the emergence of the stakeholder
management concept. The concept means managing
the company in such a way as to make it possible that
the objectives of key stakeholders be achieved, so that
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they may have a beneficial influence upon the compa-
ny’s business operations Ê3 p.81Ë.    

3. A need for responsible behaviour 
of the company

Economy and society are two interrelated factors that
are mutually preconditioned. Successful corporations
need a sound society: education, health care, equality,
productive workforce. Safe products and good work-
ing conditions are not only attractive for the cus-
tomers, but they also reduce internal costs of acci-
dents. An efficient exploitation of land, water, energy
and other natural resources enhances business pro-
ductivity. Effective management, regulations, laws
and property rights make the essence of efficiency and
innovation. Sound standards and regulations protect
both the customers and the competing companies
from exploitation. A sound society can be said to offer
numerous opportunities to the companies; by increas-
ing the demand for their products, offering productive
resources, imposing highly ethical standards, it creates
favourable conditions  for the companies to do busi-
ness efficiently and in fair competition conditions on
the market. Therefore, by a responsible behaviour to-
wards the society the companies create better business
conditions, acquire resources by the transformation of
which they create greater value, build higher reputa-
tion, and consequently achieve a more favourable
competitive position.  

The importance of responsible behaviour is further
stressed by the following: moral obligations, sustain-
ability, work licence and reputation. The moral appeal
tells us that the company is obliged to be a good citi-
zen and do the right things since its activities affect the
society both directly and indirectly. Virtually every ac-
tivity in the value chain affects the society, causing
positive or negative effects. When companies are
aware of their influence upon the society, the influ-
ence may be rather subtle. Sustainability refers to
their responsibility towards their natural environment
as well as to the political system in the society. Work
licence refers to the obligations the company has to
meet so that it should  be issued a work licence by the
state and acquire the support of internal and external
stakeholders. And finally, the reputation means that if
the company is socially responsible, it will build a
more favourable image of itself and of the society,
more powerful brands, etc. Ê1 pp. 78-94Ë. 

As the society consists of a large number of interest
groups that directly or indirectly affect the company’s
business operations and whose expectations from the

company are clearly set, the socially responsible be-
haviour means that the company should meet these
expectations of key stakeholders and maintain correct
relationships with the other stakeholder groups. Only
if the company satisfies the key stakeholders’ expecta-
tions can it expect to be able to do business effective-
ly, since the achievement of the company goals is pre-
conditioned by the behaviour of its key stakeholders.
Andy Neely and Chris Adams depict the relationships
between the company and its stakeholders in the fol-
lowing way: according to them, the stakeholders exert
a certain influence upon the company’s business oper-
ations and contribute to its achievements. The stake-
holders’ influence and the contribution will directly
depend on the realization of their goals and their sat-
isfaction with the company’s results. Hence the stake-
holders’ satisfaction and their contribution to the com-
pany’s business success are mutually preconditioned
elements that they present as the bases of the prism.
The amount of stakeholders’ contribution to the com-
pany’s success is preconditioned by the strategy, the
processes and the company’s competences, presented
as lateral sides of the prism Ê7 pp. 7-15Ë. The graphical
presentation of the prism is the following:

Figure 2: Performance prism

Source: Andy Neely and Chris Adams: The Performance
Prism Perspective, Journal of Cost Management, 
1-2/2001, pp. 7-15

Hence, to ensure a positive influence of stakeholders
upon the company’s business operations it is necessary
to identify their objectives (as sources of satisfaction).
Then the adequate strategy, processes and resources
should be employed to coordinate and reconcile the
key stakeholders’ objectives to the objectives of the
company.

A conclusion can be drawn that a need for responsible
behaviour and creating fruitful relationships with key
stakeholders is not only a philantropic one, but is also
a precondition for the survival and success of the com-



pany, since the company’s success and that of the soci-
ety are mutually enhanced. Typically, a close relation-
ship between the society and the company operations
means a more purposeful employment of company’s
resources that in turn brings benefit to the society. On
the other hand, the company works in a competitive
environment that also affects its success in its strategy
realisation. Social conditions are the key segment of
this context. In creating a strategy, a competitive con-
text has a considerably weaker impact compared to
the value chain, but may be of a considerably greater
strategic importance for both the company and the so-
ciety. The competitive context consists of a number of
elements Ê1 pp. 78-94Ë:

 the quality and quantity of important inputs –
material and human resources (e.g. transport
infrastructure, etc);

 rules and innitiatives that guide the competi-
tion (such as the intellectual property protec-
tion policy, transparency, safety against cor-
ruption, investment incentives, etc.);

 the volume and sophistication of demend, un-
der the impact of such issues as the quality
product standards and security, customer
rights, fair relations with suppliers, etc.; 

 local industries’ support, such as providers,
equipment and parts manufacturers etc.

Each of the quoted aspects of this context may consid-
erably improve the company’s competitive position
and trigger a development of a social responsibility
programme. For example, a chance of rectuitment and
hiring experts they need can be a key source of com-
petitive advantage. The expertise and knowledge of
the local population largely depend on the local edu-
cation system, presence of discrimination, level of de-
velopment of information infrastructure, the informa-
tion system level, etc. The company’s investments into
one of these elements bring benefits to the society,
and return to the company in the form of higher com-
petitive opportunities. For example, due to the prob-
lems in recruiting the programmers with appropriate
expertise the “Microsoft Company” started collabora-
tion with the American College Association (which is
responsible for the education and training of 45 per-
cent population in the U.S.A.) for the purpose of im-
proving the college curricula and providing technical
support to the Association’s faculties. A five-year
project worth $50 milion has been carried out to mod-
ernize the technology used in instruction and improve
the knowledge of the lecturers in this field. The aim
was to get the students acquainted with the latest
achievements and trends in this field as well as to stan-
dardize the biographies of IT graduates so that in the

recruitment process for a certain work post their skills
should be already outlined. Thus the company
brought substantial benefit to the society, and simulta-
neously provided itself with generations of prospec-
tive professionals who are the key value carriers and
the source of competitive advantage Ê1 pp. 78-94Ë.

This and a host of other examples show that there is an
increasing demand for social responsibility and that
modern companies are increasingly aware of this issue.
And, while everybody clearly understands that irre-
sponsible behaviour means great risk, not everybody is
clear about what they should do. For these reasons
many companies have not undertaken any radical
strategic or operational steps but tried to solve the
problem introducing only some “cosmetic” improve-
ments (for example, improving their public relations ac-
tivities, media campaigns, reporting on social responsi-
bility in their annual reports, etc). Hence the measures
the companies introduce and the social responsibility
programmes vary to a large extent Ê1 pp. 78-94Ë. 

4. Social responsibility incentive measures

While everybody is aware that socially responsible be-
haviour brings benefits to both the company and the
society, not everybody clearly understands what it is
that should be done and what should be contained in
the social responsibility programmes. One problem is
that the issues related to social responsibility are gen-
erally assocoated with the ethics and relativism. The
extent to which the companies will meet their obliga-
tions towards their stakeholders and support the
achievement of their objectives depends on the legal
regulations and the ethics of the management of the
organization itself. The legislation affects all organiza-
tions in the same manner, while the ethics of the man-
agement varies  from one organization to another, as
well as from one management level to another. It is
necessary that organizations define the scope of a min-
imal level of obligations they will always honour to
their stakeholders and the society as a whole Ê8 p. 195Ë.

On one hand, the level of socially responsible behav-
iour depends on the ethics of the management and the
employees in the organization. On the other hand, the
issues of social responsibility are not precisely stipulat-
ed, therefore one type of behaviour may be deemed
responsible and moral by one group of stakeholders,
while another group may condemn it as immoral and
unethical.  A large number of global companies, for
example, conduct mass manufacture in the countries
where the work force can be recruited cheaply, and
where the state regulation is poor, and the environ-
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ment protection and human rights standards are low.
Foreign direct  investments here enormously improve
the economic and social development, therefore their
behaviour is valued as ethical and socially responsible,
due to which they are highly priviledged. Then these
companies observe legal regulations, pay taxes and
honour minimum standards related to work force and
environment protection, however, they do not find
themselves responsible for social problem solving.
They observe the ethical and other standards only to
the level that entitles them to economic and social sta-
bility in the society in which they do business, and
these standards may be by far lower compared to the
desired ethical standards of behaviour Ê3 p. 55Ë. 

In order that this problem be solved the issues of so-
cial responsibility have to be stipulated precisely and
become obligatory for all organizations, the standards
of their implementation and the institution to control

their implementation should be established. Some of
the key rules every company should observe are the
following Ê3 p.59Ë. 

 manufacture and sell products that do not
threat customers lives;

 avoid polluting water;
 observe the law in all aspects of business 

operations;
 promote sincerity, honesty, ethical behaviour

among the employees;
 do not abuse advertising and commercials;
 grow environmentally-friendly relations;
 protect employees from sexual harassment;
 react promptly to customers’ problems;
 provide health care for the employees;
 give away money to charity and education

improvement;
 use nuclear-free materials; 
 continually upgrade the quality; etc.



Sociological institutions in the form of sociological au-
ditors have been formed or are still being formed in a
large number of countries to control and evaluate the
level of social responsibility of certain companies. In
1990 the “Domini index” was created in the U.S.A., to
measure the organizational social responsibility. It
was first implemented by Amy Domini, in 1990, in her
analysis of 800 U.S.A. companies which she ranked
according to the criteria of product quality, customer
relations, results in environment protection standards
implementation, philantropic behaviour, employee re-
lations, etc. Ê9 p.51Ë.

It is important that simultaneously a legal act (code of
ethics) be established to regulate the behaviour of all the
employes in the organization towards the stakeholders
and the society in general (customers in general, unions,
etc.). The code of ethics and the ethical behaviour pro-
gramme creation is a legal obligation of companies in
some countries, meant to promote the level of social re-
sponsibility. All the examples quoted are from the prac-
tice, whereas various theories stress an increasing im-
portance of social responsibility and its impact upon the
change in the manner of corporate behaviour as well as
in the behaviour of managers Ê8 p. 235Ë. 

5. CONCLUSION

The awareness of socially responsible behaviour was
present as early as the first companies were set up and
has been shown since in various forms. In modern
business conditions there is a clearly expressed de-
mand for a corporate responsible behaviour. On one
hand, numerous problems in the environment (envi-
ronmental, sociological, etc.) demand that the compa-
ny be included into problem solving and prevent these
problems from getting more serious. On the other
hand, a consequence of the globalization in business is
that the company’s business activities expand beyond
the boundaries of one country, therefore the govern-
ments are not in a position to  control the behaviour of
numerous global companies, but insist on improving
their social awareness and responsible behaviour.

A higher level of socially responsible behaviour means
more expenses for the company to suffer. However,
the company’s socially responsible behaviour is the
basis of good reputation, the loyalty of most profitable
customers, of attracting highly talented work force
etc., which is a precondition of competitive advantage
in modern business conditions. It is for these reasons
that in the modern business conditions the companies
pay increasing attention to social responsibility.
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1. Introduction

Employees´ motivation is a topic number one in most
companies today. There are never enough employees
who achieve excellent job performance so we have to
motivate each of them properly. Motivation plays one
of the most important roles in a system of company
human resources management. Managers from the
area of manpower management have to deal with and
find a solution to the problem of why some employees
work less and why the others are able to achieve excel-
lent results. (www.dieradosveta.sk). To be motivated
means more than just to be happy or satisfied at work;
motivated people try to do their best – not for some-
body else’s sake but for themselves. Motivation is a
feeling lying somewhere inside a man, something that
cannot be enforced. Motivation is in hearts of man-
agers and it means much more than praise for a well
done work. (Heller, 2005)

So if we assume that human resources are the basis of
the company development we can state  that a key to
success is the management of human resources. One
of the primary tasks of human resources management
is to ensure a positive employees´ behaviour. By this
we  mean the behaviour of employees which will lead
to a fulfillment of the company strategy and an effec-
tive achievement of its goals. Such effective behaviour
of employees presupposes their systematic motivation
and execution of motivational processes. A lot of dif-
ferent motivational factors affect the employees´ mo-
tivation. In standard practice the topic of employees´
motivation is often undervalued and perceived as
something generally valid but not actually required in
many companies. Its internal basis and depth is not
paid due respect, on one side, and its very frequent
utilization is not taken into consideration, on the oth-
er side. Despite all these,  the emotivation of employ-
ees is one of the most significant tasks in the employ-
ees´ behaviour regulation. (Bajcura, 1985).

2. The objective of the paper

Our aim in this work is to develop an effective system
of employees´ motivation which would include  actual
changes and modifications in the area of human re-
sources management and at the same time respond to
particular conditions in a company. This system tool
of personnel work will provide an opportunity to learn
the  motivational factors of employees which mostly
influence the increase in their work performance. We
plan to achieve the above mentioned objective
through the survey of motivational factors of employ-
ees in CHEMES, a. s. Humenné. We plan to do it us-
ing a questionnaires, and then use a cluster analysis to
divide employees into similarly motivated and orient-
ed groups (Hitka, 2004). The resulting information
concerning motivational factors can be applied in the
development of the company program of motivation.

2.1 Characteristics of the current state of motivation
in the company

CHEMES, a. s. Humenné plays an important role in
its region and is one of the most relevant companies in
the area of power industry. According to the data of a
yearbook Trend Top 2003, according to  its turnover
the company occupies the eighth position among the
biggest companies of the Pre{ov region and the
eleventh place in the section of the biggest companies
of power industry. The company is responsible for the
development of the Industrial zone of CHEMES and
a town Humenné by energy and services provision.

The basic motivational factors which are currently used
are financial factors of different types, education of the
employees and social care of the employees. The  em-
ployees in CHEMES are paid in accordance with the
principles of financial remuneration which applie to all
the employees of CHEMES a. s. however, they are par-
tially restrictive for the employees paid a contractual
wage/salary. All the above mentioned principles are
stated and explained in detail in a collective agreement.
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Education and training are provided based on the ar-
ticle 141 of the Labour Code and the directions of the
managing director concerning planning, execution and
documentation of employees education where also re-
quirements for individual levels of managers, special-
ists and employees education as well as forms of train-
ing activities that they are supposed to go through are
mentioned.

Within the scope of social care, the plant catering and
health care exceed the regulations of the law, in that
various types of recreational and sport activities, so-
cial assistance in serious cases, financial allowances to
support culture, sport and services or recreation are
organized and financed.

2.2 Formation of a questionnaire

We have selected a questionnaire as a method to gath-
er information about the state of motivation in
CHEMES, a.s., since it allows us to collect a vast
amount of information within a short period of time.
The questionnaire had two parts. Questions concern-
ing the basic information about the respondents such
as their age, sex, education, number of years spent in
the company and occupation category were included in
the first part. The second part listedd thirty motiva-
tional factors and the employees were supposed to ex-
press their opinion on them from the point of view of
the required and the actual state or they could say how
they imagine motivation in the company and to what
extent they are satisfied with the current state of indi-
vidual motivational factors in the company. To assess
the factors, they had a five grades scale at their dispos-

al and the importance of individual motivational fac-
tors and satisfaction with their actual state were listed
down from number 5 to 1. The questionnaire had two
functions: it provided information about an actual state
of motivation in the company and at the same time it
included the requirements of employees in this area.
Based on this information we were in a position to
evaluate the areas in which motivation should be im-
proved as well as the areas in which it is satisfactory.

A target group to find out the state of motivation in
the company was a group of workers, supervisors and
technical and economic staff (abbreviated to THZ).
We handed out the questionnaires to the respondents
and we received 123 of them back. We consider this to
be a success since the questionnaires were anony-
mous. From the total number of 123 questionnaires 69
were filled in by workers (from the total number of
157 workers in a division), 37 by THZ (total number
of THZ in the company is 145) and 17 by supervisors
(from their total number equal to 37). So the percent-
age representation of individual monitored groups is
33,9 % workers, 25,5 % THZ a 45,9 % supervisors.

3 Results and discussion

3.1 Analysis of motivational factors

Taking the differences into consideration we selected
three positions –  worker, THZ and  supervisor. The
analysis was based on the employees’ responses to the
second part of the questionnaire. As mentioned be-
fore the questionnaire contained 30 motivational fac-
tors listed in table 1.

Seq. n. Motivational factor Seq. n. Motivational factor 
1. Atmosphere at place of work 16. Prestige 
2. Good working group 17. Attitude of a supervisor 
3. Additional financial remuneration 18. Individual decision making 
4. Physical intensity of work 19. Self-realization 
5. Job security 20. Social benefits 
6. Communication at place of work 21. Fair assessment of an employee 
7. Trade name 22. Stress /stress elimination at place of work 
8. Opportunity to utilize own abilities 23. Mental stress 
9. Scope of employment and its type 24. Company vision 
10. Acquaintance with working result 25. Region development 
11. Working hours 26. Education and personal development 
12. Working environment 27. Relation of the company towards environment 
13. Working output 28. Free time 
14. Working process 29. Acknowledgement 
15. Powers 30. Basic pay 

Table 1 Analysed motivational factors



The respondents assessed the required and the actually
perceived level of motivation of individual motivation-
al factors by the means of a grade scale from one to five.
For the three groups we calculated the average values
of all motivational factors and a difference between a
required and actual state. Graphs 1 and 2 present the
required and the actual state of motivation and a differ-
ence between them. On axis x are presented the indi-
vidual motivational factors, whereas on axis y the aver-
age values of required and actual state of motivation of
particular motivational factors are given. Based on the
comparison of individual curves it is possible to deter-
mine which areas of motivation are the most problem-
atic and in which areas the employees are satisfied.

The biggest variance between the requirements and
the actual situation can be observed for motivational
factors such as basic pay, additional financial remu-
neration and a fair assessment of an employee. The
workers group proved to be least satisfied with the to-
tal financial remuneration. Motivationally weak are
also factors such as working environment, atmosphere
at the working place and the stress resulting from it.
The employees in the production segment consider ac-
knowledgement, working process, vision of the com-
pany or regional development also important. The re-
spondents expressed total satisfaction with physical in-
tensity of work, trade name and working output.
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Required Actual Difference Seq. n. Motivational factor state state P - S 
1. Atmosphere at place of work 4,54 3,08 1,46 
2. Good working group 4,62 3,32 1,30 
3. Additional financial remuneration 4,70 2,30 2,40 
4. Physical intensity of work 3,54 3,22 0,32 
5. Job security 4,68 2,73 1,95 
6. Communication at a place of work 4,49 2,95 1,54 
7. Trade name 3,89 3,41 0,48 
8. Opportunity to utilize own abilities 4,46 2,68 1,78 
9. Scope of employment and its type 4,41 3,46 0,95 
10. Acquaintance with working result 4,38 3,11 1,27 
11. Working hours 4,22 3,81 0,41 
12. Working environment 4,41 3,19 1,22 
13. Working output 4,54 3,62 0,92 
14. Working process 4,49 3,19 1,30 
15. Powers 4,38 2,59 1,79 
16. Prestige 3,68 2,70 0,98 
17. Attitude of a supervisor 4,73 3,24 1,50 
18. Individual decision making 4,16 3,05 1,10 
19. Self-realization 4,00 3,05 0,95 
20. Social benefits 4,35 2,92 1,43 
21. Fair assessment of an employee 4,70 2,43 2,27 
22. Stress / stress elimination at a place of work 4,49 2,78 1,71 
23. Mental stress 4,38 2,73 1,65 
24. Company vision 4,30 3,16 1,14 
25. Region development 4,32 2,54 1,78 
26. Education and personal development 4,32 2,95 1,37 
27. Relation of the company towards environment 4,32 3,49 0,83 
28. Free time 4,22 3,41 0,81 
29. Acknowledgement 4,43 2,49 1,90 
30. Basic pay 4,70 1,92 2,78 

Table 2 Comparison of required and actually perceived motivation by THZ
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The THZ working in CHEMES a. s., Humenné also
marked the basic pay, fair assessment of an employee
and additional financial remuneration as poor motiva-
tional factors. Other motivators where we can observe a
big variance between the required and the actual state of

motivation are the job security and powers. Employees
are not satisfied with the opportunity to utilize their abil-
ities nor with their acknowledgement. On contrary, THZ
are most satisfied with working hours, physical intensity
of work and trade name (company name).

Graph 1 Required and actually perceived level of motivation by THZ

Required Actual Difference Seq. n. Motivational factor 
state state P - S 

1. Atmosphere at a place of work 4,65 3,12 1,53 
2. Good working group 4,65 3,59 1,06 
3. Additional financial remuneration 4,41 2,88 1,53 
4. Physical intensity of work 3,18 3,35 -0,17 
5. Job security 4,59 2,94 1,65 
6. Communication at place of work 4,29 2,76 1,53 
7. Trade name 3,88 3,59 0,29 
8. Opportunity to utilize own abilities 4,29 3,24 1,05 
9. Scope of employment and its type 4,18 3,35 0,83 
10. Acquaintance with working result 4,29 2,94 1,35 
11. Working hours 3,82 3,29 0,53 
12. Working environment 4,00 2,82 1,18 
13. Working output 4,29 3,71 0,58 
14. Working process 4,00 3,41 0,59 
15. Powers 4,06 2,82 1,24 
16. Prestige 3,53 2,94 0,59 
17. Attitude of a supervisor 4,47 3,18 1,29 
18. Individual decision making 4,06 3,35 0,71 
19. Self-realization 4,06 3,24 0,82 
20. Social benefits 3,94 3,12 0,82 
21. Fair assessment of an employee 4,59 2,71 1,88 
22. Stress / stress elimination at a place of work 3,94 2,65 1,29 
 

Table 3 Comparison of required and actually perceived motivation by supervisors



In the relationship between the importance of motiva-
tors and employees´ satisfaction we observed the dis-
satisfaction in the group of supervisors as well as in the
groups of THZ and workers with issues such as basic
pay, additional financial remuneration and fair assess-
ment. Communication at the place of work, atmos-
phere at work, job security and regional development
do not correspond with the requirements affecting the
level of motivation. Supervisors were quite satisfied
with physical intensity of work, company name – trade
name, working hours and the attitude of the company
towards environment.

3.2 Creation of groups of motivationally oriented
employees

We made a statistic verification of motivational fac-
tors by means of cluster analysis. In order to analyze
the similarities in the motivational profiles of employ-
ees for individual job groups (worker, THZ, supervi-
sor) we applied the method of agglomerate hierarchic

clustering.   Its principle is that a group of elements
gradually converge together, the nearest elements
converge and in next steps more and more far-distant
ones join. We processed the data gathered  from the
questionnaires and generated dendrograms, which
helped us slass the employees into similarly motiva-
tionally oriented groups – clusters, according the
range of importance of individual motivational factors
allocated by the employees. The result is that employ-
ees assigned into individual groups have similar opin-
ions on individual motivational factors, therefore they
are motivated by similar motivational factors.
The other group of motivators with average values
4,80 – 4,32 are the motivators concerning working en-
vironment such as atmosphere and communication at
the work place,a good working group but also an atti-
tude of a supervisor and the possibility of stress elimi-
nation at work place. The importance assigned to
these motivational factors by the respondents of all
groups show that they realize a negative impact of bad
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Graph 2 Required and actually perceived level of motivation by supervisors

Required Actual Difference Seq. n. Motivational factor 
state state P - S 

23. Mental stress 3,82 3,00 0,82 
24. Company vision 3,88 2,88 1,00 
25. Region development 4,00 2,41 1,59 
26. Education and personal development 4,24 3,24 1,00 
27. Relation of the company towards environment 3,82 3,29 0,53 
28. Free time 3,88 3,06 0,82 
29. Acknowledgement 4,41 2,65 1,76 
30. Basic pay 4,71 2,59 2,12 
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relations in a working group. There are many ways to
make relations in a working group better, so the su-
pervisor plays a very important role influencing the
behaviour of his subordinates in either a positive or  a
negative way in the course of managing them.

When comparing the importance of motivational fac-
tors we were also in a position to observe the workers’
fear of loosing their jobs. This is especially evident in
the fourth group of respondents since the top position
among the motivators belongs to job security motiva-
tor and its average value is 5.

There are results of a group which included both a
group of THZ employees and supervisors in graph 6,
where individual respondents are presented on the
vertical axis (supervisors as A1 to A17 and THZ as B1
to B37) and there is a scope of variance inf their re-
sponses presented on the horizontal axis. It was inter-
esting to observe how employees from both groups
mixed together in individual groups. Only one homo-

geneous group was formed, its members are THZ em-
ployees.

There are only five THZ members in the first group (19,
15, 2, 26 and 10) and three supervisors (1, 11and 8).

Based on similarities of their responses six THZ were
included to the second group (29, 34, 35, 32, 16 and 17)
and nine supervisors (2, 14, 15, 6, 17, 9, 7, 13 and 12).

The third group that was analysed consisted from nine
THZ (18, 8, 1, 36, 31, 11, 12, 13 and 27) and two super-
visors (10 and 16).

The fourth group, slightly bigger compared to the
third one is formed from 12 employees. Nine of them
are THZ (14, 22, 21, 20, 6, 30, 23, 24 and 25) and three
are supervisors (3, 4 and 5).

There are only eight THZ in the last group – the re-
spondents with numbers: 3, 7, 4, 5, 9, 28, 33 and 37.

Graph 3 Hierarchic cluster analyses of motivational profiles of THZ and supervisors 
of CHEMES, a. s., Humenné

Motivators of individual groups are very similar. One of
the most essential factors for the group of workers is a
factor of money. It is related to welfare, the standard of
living and the financial needs. It was affected by the ba-
sic pay, the additional financial remunneration and the
fair assessment of the employee, which were all assigned

high average values. The basic pay as a motivator occu-
pies the top position in almost all groups, in groups num-
ber 4 and 5 its average value is 5. the members of the
fifth group consider the factor of money  the most im-
portant one, all three motivators are positioned at the
top of the list and have a maximum average value 5.



Job security as a motivational factor which can be
found in all groups and is one of the most relevant. It
results from the actual situation in the region and the
opportunity to prove oneself with the same qualifica-
tion in a similar company.

The next group of motivators at top  positions in the
THZ group are the motivators concerning working
environment. A good working group, the attitude of
the supervisor, the communication and atmosphere at
work place but also the working hours and stress elim-
ination at work place indicated a negative influence of
disturbing factors which may cause stressful situations
in a collective as a whole and may have an impact on
the overall working comfort. It is necessary to realize
that if there are bad working relations at work place,
the employees do not feel good in their collective and

they are stressed, it influences their work performance
and finally the business results of the company.

Form the individual group analysis it is clear that it is
possible to group all the employees in the company un-
der consideration  according to their motivational re-
quirements by means of cluster analyses. As we could
see it was not so efficient to create or develop only one
motivational programme and apply it for all the employ-
ees as it was supposed. On the contrary, if a company
wanted to create individual motivational programmes
for all its employees it would be very costly and uneco-
nomic. That is why we recommend the implementation
of the method of cluster analyses where clusters of em-
ployees sharing similar opinions about motivational fac-
tors can be created and the company can form motiva-
tional programmes for individual groups.
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1st group of THZ + supervisors 
s. n. Motivational factor Average s. n. Motivational factor Average 
1. Atmosphere at a place of work 4,88 6. Scope of employment and its type 4,63 
2. Fair assessment of an employee 4,88 7. Working output 4,63 
3. Good working group 4,75 8. Company vision 4,63 
4. Attitude of a supervisor 4,75 9. Additional financial remuneration 4,50 
5. Communication at a place of work 4,63 10. Job security 4,50 
2nd group of THZ + supervisors 
s. n. Motivational factor Average s. n. Motivational factor Average 
1. Good working group 4,67 6. Additional financial remuneration 4,47 
2. Job security 4,60 7. Opportunity to utilize own abilities 4,47 
3. Basic pay 4,60 8. Fair assessment of an employee 4,47 
4. Atmosphere at a place of work 4,53 9. Acknowledgement 4,40 
5. Attitude of a supervisor 4,53 10. Acquaintance with working result 4,33 
3rd group of THZ + supervisors 
s. n. Motivational factor Average s. n. Motivational factor Average 
1. Basic pay 4,64 6. Fair assessment of an employee 4,45 
2. Opportunity to utilize own abilities 4,55 7. Additional financial remuneration 4,36 
3. Communication at a place of work 4,55 8. Job security 4,36 
4. Working output 4,45 9. Attitude of a supervisor 4,36 
5. Individual decision making 4,45 10. Powers 4,27 
4th group of THZ + supervisors 
s. n. Motivational factor Average s. n. Motivational factor Average 
1. Basic pay 5,00 6. Attitude of a supervisor 4,83 
2. Job security 4,92 7. Fair assessment of an employee 4,75 
3. Good working group 4,83 8. Atmosphere at a working place 4,67 
4. Additional financial remuneration 4,83 9. Communication at a working place 4,67 
5. Acknowledgement 4,83 10. Education and personal development 4,67 
5th group of THZ + supervisors 
s. n. Motivational factor Average s. n. Motivational factor Average 
1. Additional financial remuneration 5,00 6. Working hours 4,88 
2. Fair assessment of an employee 5,00 7. Attitude of a supervisor 4,88 
3. Basic pay 5,00 8. Opportunity to utilize own abilities 4,75 
4. Good working group 4,88 9. Mental stress 4,75 
5. Job security 4,88 10. Stress / stress elimination at a place of work 4,63 

Table 4 Summary of most motivating factors for a group of THZ employees + supervisors
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4 Conclusion

If the process is to be effective enough it should reflect
the needs of employees and in a way it should influ-
ence their behaviour and performance in a direction
which was defined beforehand. So it is necessary to
work out an integral motivational programme in
which the requirements of the company and its em-
ployees are put together. When the motivational pro-
gramme is being created it is important to find out
which and how motivational factors can influence in-
dividual employees and adapt them to the company
possibilities. If the motivational programme in a com-
pany is worked out in this way it should encourage
employees towards a higher performance, creativity,
self-sacrifice, orderliness and match their value orien-
tation with the goals of the company. Every single em-
ployee works motivated by a  unique set of motiva-
tional factors, reacts to someof them in a positive and
to the others in a negative way, sometimes with some
objections. People working in a team are different. It
is up to each company to find out what makes every
member of a team give a maximum output. It is neces-
sary to listen to the employees, to acknowledge and
apply the motivational factors which are considered to
be  relevant.

The aim of our analyses was to find out the require-
ments concerning the required and the actual motiva-
tions of employees for selected motivational factors
and consequently point out an opportunity to form
motivationally similarly oriented groups. Based on
the analysis of motivational factors in which we com-
pared the required and the actually perceived levels of
motivation we came to a conclusion that employees do
not feel the level of motivational factors satisfactory.
The results of the questionnaire analyses exactly say
that employees consider  the most important factors to
be: basic pay, additional financial remuneration and
also a fair assessment of an employee. All these fac-
tors belong to a group of wage motivators. But job se-
curity and factors concerning working environment
are very important, too. For these motivators we
found the biggest differences between the actual and
the required state, as stated by the employees.
According to the results it is clear that each employee
should feel that he is helpful and conducive to the
company and that his work in the company has a fu-
ture, perspective and that it is equally financially com-
pensated. He should be sure that he can stay in a com-
pany for a longer time. We recommend that the em-
ployees should be motivated through an opportunity
to acquire a share in the profit, since this can encour-
age the entrepreneurial thinking and lead the employ-

ees to initiative to fight against unthrift but also to in-
crease the profit and the earning capacity of the com-
pany. The employees participation in the profit makes
them feel that the results  are distributed in a fair way
and that they are sharede because they see that the
company profit does not belong only to the company
owners but that a part of it is divided among the em-
ployees.

The results of cluster analyses showed that not only
currently implemented motivational factors must be
developed but also it is necessary to create some space
for application of other critical motivators. At present
the company motivates all its employees in the same
way and implements the motivational factors such as:
remuneration and assessment, education and commu-
nication. By means of our survey we found out that
not all the employees have the same needs and that
not for all of them the above mentioned motivational
factors are important. It resulted from the analyses
that other motivators are also relevant for the employ-
ees: the atmosphere and communication  at work
place, a good working group, the attitude of a supervi-
sor, the stress elimination work place, actually, the
motivational factors concerning the working environ-
ment. For the time being, the company does not pay
enough attention to the last mentioned factors. The
company management should approach employees in
a different way, continuously analyzing the individual
motivational factors through a statistic method and
create different motivational programmes for them.
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Questioning the theory and practice of leadership is
important for a number of reasons. Leadership is a

complex and ambiguous concept based on a new para-
digm of management, which includes the processes of
identifying the purpose and the direction of an organi-
zation, varied management impacts; of achieving goals.
In our practice the leader has not yet got his distinct po-
sition; he is generally equalled to the director, the man-
ager or the political leader. Whereas our directors and
managers, mainly the leading public officials, protectors
of laws and other legal norms, are focused upon their
superiors, the leaders are predominantly focused upon
their followers-collaborators. Leaders are councellors

rather than executive authorities, they deal with the un-
known and the  uncertain transforming them into the
known and the clear. The new age warns that the times
of leading the subordinated are far behind us, that a
new type of manager emerges, the one that uses his
knowledge, courage, cleverness, visionary and mission-
ary qualities act ex aequo et bono (according to what is
just, what is good), thus enabling his  company to per-
form above the average.

Dr Leposava Grubi}-Ne{i}, the author of a recently
published, intriguing book Knowing How to be a
Leader, maintains that leadership and leadership aspira-

CONTROVERSIES OF LEADERSHIP

Leposava Grubi} Ne{i} (2008), Knowing How to be a Leader, 
Novi Sad: AB Print, ISBN 978-86-907943-1-7

Book review
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tions make  the basis of a successful organizational inno-
vativeness, crucial for the organization’s  survival on the
market. Therefore the leader has to adapt his /her be-
haviour to changes, to a new way of (systemic) reason-
ing, so in this sense his role is the one of a constructor, a
manager and a teacher. The leader is a designer of the
business processes, of organizational culture, and of the
business climate in the organization, Dr Grubi}-Ne{i}
claims. He is also a mentor, guiding his collaborators in
the direction desired, but also a protector of his follow-
ers against external environment.

Leader – manager. Therefore the author, although
strictly focusing upon the interpretation of the idea of
leadership, implies a broader context of this issue – the
concept of entrepreneurial leadership, nowadays cru-
cial in revitalizing the staggering  economy. If the man-
ager has leadership potentials and personal authority,
he will be able to motivate people towards creative
changes; he will be ready to take on the risk of such
changes himself. The leader must primarily be a manag-
er, says Dr Grubi}-Ne{i}; he must be familiar with all
the functions of management, therefore it is “absurd to
favor either the manager or the leader“. Although the
functions of the leader and the manager are comple-
mentary, the author does not forget to mention the at-
titudes according to which these roles are different,
based on the premise that the manager is the “mind“,
and the leader is the “soul“ of the organization. Thus,
for example, according to the Benis’ list of specific qual-
ities of the manager and the leader, the manager is ori-
ented to administration and acting according to orders
and procedures, whereas the leader is focused upon
people and innovations. The manager copies, maintains
and counts on control, while the leader develops and
advocates trust. Furthermore, the manager is oriented
towatds control and short-term goals, while the leader
favours creativity and follows long-term paths. The for-
mer supports the actual, ststus quo situation, the latter
is a creator, “looking beyond the horizon“.

Professional and organizational skills of the leader.
Leadership requires two types of skills, dr Grubi}-Ne{i}
states, and these are professional skill and organization-
al skill. Therefore this demanding function requires that
the leader command enormous work energy, be highly
intelligent, sociable and open-minded, honest, self-con-
fident, with personal integrity and a desire to be a
leader. The author also stresses the component of emo-
tional intelligence (EQ) since the leader primarily “acti-
vates the emotions of his followers-collaborators and
guides them in a certain direction“. The quoted qualities
are also mentioned by H. Friedman, who relates them to
the characteristics of a charismatic (he says: present)

personality: the leader’s traits are basic self-confidence
and the ability to project himself upon the others
(Friedman’s research into the secrets of charismatic
management – B. R. Nj.).

Leadership theories. In her presentation of modern
leadership theories Professor Grubi}-Ne{i} first high-
lights two dominant orientations, opposing each other in
their approach to referent qualities of a leader.
According to one, the research into the leader traits
should be focused to the personality traits and charac-
teristics by which the leader differs from the rest, where-
as the other approach is based on observing the leader’s
behaviour, the one that makes him a leader. Regardless
of these conceptual differences, the majority of authors
is of opinion that leaders can be classified (ideally-typi-
cally) into the groups of authoritative, transformational
and charismatic leaders.

The innitial academic dilemma in the study of the lead-
ership phenomenon (traits or behaviour) is resolved

by a compromise, a concept of the two-dimensional na-
ture of the leader – oriented towards the task and orient-
ed towards the employees.  It is on this premise, the au-
thor says, that the thoreticians Blake and Mouton devel-
oped a managerial network of the forms of management
behaviour  identification, that is, four types of leadership
behaviour. The first type includes leaders oriented to-
wards the structure, strategy, environment, implementa-
tion, experimenting and adaptation (leader as a “social
architect that analyses and designs“). The second type
includes the leaders oriented towards human resources,
the third type are the politically oriented leaders, while
the fourth type includes leaders – visionaries.

The author proceedes to give a review and interpreta-
tion of relevant leadership theories. This section of the
book is, in the author’s opinion, its central part, and
calls for closer attention due to its importance and in-
formative quality. According to the contingency theory,
the leader’s success not only depends only on his man-
agement style (no successful style has proven universal-
ly efficient), but also on the specific conditions or a sit-
uation he is faced with. These are, most often, the re-
quirements of the task, the expectations and the behav-
iours of the persons of the same rank and of the em-
ployees, the given organizational policy and culture. A
broader interpretation within this theory is offered in
Hersey-Blanchard’s situational model of leadership ori-
ented towards the study of the followers’ willingness to
take responsibilities, skills, capabilities and experience
required to accomplish a task. The contingency ap-
proach to leadership is operationalized in the Fiedler’s
model of “three leadership situations“, analysed
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through the realtionships: leader – member, task struc-
ture, power on the basis of position.

The normative decision-making theory (Vroom, Yaton)
studies the procedure of decision making as a key deter-
minant of leader’s efficiency. According to this model,
the leadership decision-making styles may be authorita-
tive, consultative and participant, depending on whether
the leaders solve the problems autonomously, or make
decision using available information; whether they in-
clude employees in data gathering, whether they talk to
their subordinates on the problems individually or in
groups, whether they make decisions jointly. The trans-
formational leadership concept (Baas) promotes the
idea of energetic leaders of distinctive personal vision,
continually interacting with their followers, motivating
and activating them towards a higher level of needs. In
this work they use specific methods such as idealized sit-
uations, inspiring motivations, intellectual stimulations
and individualized concerns.

L. Grubi}-Ne{i} continues to explain the House’s con-
cept of the charismatic leader of great referent powers,
self-confident and dominant, firmly confident of the
ethicity of his own beliefs. She also explains the hy-
potheses of the substitution for leadership theory, ac-
cording to which there are situations in which the lead-
ers are redundant if the subordinates have mastered an
extremely high level of knowledge and committment to
the task, if jobs are elaborated in detail and are per-
formed in a routine way, or in case the applied technol-
ogy defines the conduct of an indiviudal to the utmost.

Leadership and eticity. The leadership issue is by no
means fully covered by the so far presented considera-
tions. The author further brings up an important issue of
the leader’s role in promoting the ethical dimension of
business activities. The more so because management in
a laissez-faire athmosphere requires a high level of busi-
ness ethics. In interpreting this dimension of business ac-
tivities, professor Grubi}-Ne{i} highlights two principles
of ethical conduct. The first is the ethical determinism,
which clearly distinguishes the ethical from the non-eth-
ical leadership, via the criteria of leaders’ motives, the
tactics of influence they use and the way in which the
leaders’ character is formed. The other (disputable)
principle  of ethical behaviour is based on the doctrine
of ethical relativism, expressed in the attitude that no
leadership form is possible to qualify as non-ethical.

Women leaders. Towards the very end apperas the issue
of what happens when a woman, educated and engaged,
masters the “language“ and certain “serious“ functions
such as the leadership is, which are priviledged and male
by stereotype. In the analysis of the chapter titled
Women Leaders, professor Grubi}-Ne{i} appears to ask
this question herself, situating the issue into the context
of the gender principle. She infers the differences in the
behaviours of the male and female leaders on the basis
of the identification and self-authorisation criteria. Here
she states that men leaders, opposite to women, identify
themselves with others more easily (similar to them – B.
R. Nj.), especially in cases of non-ethical behaviour;
they also have a higher perception of self-authorisation,
i.e., the feeling that they command more authority com-
pared to others. Such a behaviour is conditioned, among
other things, by the differences between the genders,
important for the work atmosphere. Therefore, for ex-
ample, broad, rich and open feelings are characteristic
of women (female emotional engagement – B. R. Nj.);
women are emotionally while men are creatively intelli-
gent. Women notice details; men see the whole. Women
communicate more easily, since they are better anatom-
ically and physiologically prepared for verbal presenta-
tion. However, in their estimate of self-authorization,
women are somewhat uncomfortable, due to their belief
that the status achieved is in itself a significant success,
therefore it is immodest to be over-ambitious.

Let us just add that, faithful to her primary academic
and personal interest in universal problems of human

resources development and maintenance and more hu-
maine relations in work and management (book Human
Resources Development, 2005), L. Grubi}-Ne{i} again
insists on the importance of human capital and a new
role of the leader in identification, development and
maintenance of human resources in their organizations.

Intriguing in its choice of subject, systematic and accu-
rate in the methodology of presentation, Dr Leposava
Grubi}-Ne{i}’s book is a thorough, informative and
above all a clever contribution to the study of theory and
yet insufficiently mastered leadership practice, as well as
still ambiguous issue of management. These qualities
will certainly earn it due recognition in academic and
professional circles.

Doc. dr Biljana Ratkovi} Njegovan 
(Prof. dr Maja Levi Jak{i})
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