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Preface

Within this volume, the reader receives an overvidwhe results of research done
by the members of the Faculty of Economics and ri&ssi Administration at the
University of Szeged. Established only twelve yesgs, our faculty employs many
young scholars still searching for their identitfhis characteristic has also
contributed to the fact that our institute doeshrete a dominant area of research, or
workshops with isolated focus. When publishing dlection of articles, the
intention is to provide an opportunity for readersvhether they are colleagues or
students — to have an overview of research actofitgur faculty in recent years.
Some of the writings in this collection have alrpd@en presented at Hungarian or
international conferences.

The articles in the volume reflect the variousfiests of our faculty members,
but also show the directions of developing coopamatwithin the faculty.
Historically in our institute, each researcher @arh worked on their own field of
expertise. Lately, however, our group started tokldor the opportunity to
collaborate between marketing, management, andoedonpsychology by using
the synergies within the diverse group of peopleking under the same umbrella.

The following writings are not only different indgh subject field, but also in
their methodology. Theoretical articles and stiatiétproblem-solving can be found,
and most of them include both the theory relatetht problem on hand and its
analysis using empirical — qualitative and quatiéa— methods. The works in the
volume were selected by the research field — howesgethe increasing amount of
co-authored articles show, the bordering line betwihese fields is becoming less
distinct; researchers working at our faculty atenested in each other’'s work.

The first chapter of the book focuses on certagcip issues in the field of
marketing The article on pricing elaborates on the incrgasole that prices play in
theory, but the author also gives practical adticdifferent organizations, pointing
out that the application of traditional pricing inetls is insufficient in today’s
competitive environment. The following three wr@gs discuss three specific
applications of marketing in different fields. Tliest article is about the newly
deregulated markets of utilities, relationship netirkg and enhanced
communication methods. The second presents thésefiempirical research done
by the authors in Hungary using lifestyle segmémtatmethods, with a detailed
description of the resulting segments. The thirticler discusses collaborative
filtering — a new method that focuses on custometis similar preferences instead
of product features. This operates under the assomphat customers, whose
purchase patterns have been similar in the pashose opinion on certain products
and services were similar, would be more likelypéointerested in the same offers in
the future.



In the field of managementcience, two writings analyse the increasing
importance of relationships, though from a veryfediént standpoint. The first is
suggesting a new model to measure the performahaelationships between
industry and academia, using the dimensions ofgas®s, enablers, and results. The
second piece is looking into the networking of draald medium sized enterprises,
researching the motivations of cooperation usinmany sources. In spite of their
obvious differences, the two articles come to smilconclusions on the
effectiveness of network relationships.

In the third chapter, there are two writings froomeomic psychologists with
tight links to the fields of marketing and managemé he first is an analysis of the
communication in physician-patient relationshipsthvepecial attention to mutual
interest of minimizing risks in the process. Théhaus consider risk communication
as a possible means of reducing risks in healthsmmaeces. The second study looks
at patient cooperation in the same process, a®btiee most important aspects of
patient-centered communication, finding that in Hary, the paternalistic
communication style still seems to be the norm.

Our last chapter presents the results of diffedestiplines. A methodological
study discusses a new modelling opportunity of icollinearity during
econometric analysis. Another article analysesetimployment situation of recent
university graduates, verifying the relationshigween someone’s success on the
labour market and their opinion of their alma matar third writing studies
employee attitudes toward trainings at multinatia@mmpanies, confirming the high
value of learning at these organizations, alsotifiémg certain cultural limitations
when it comes to the application of the acquireoWkedge.

Given the diversity of subjects in this volume, rthés anticipation by this
faculty that something will provoke interest and Bpplied in betterment of
individual and corporate work environments.

2011. Szeged, Hungary

Editors
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The increasing importance of pricing
Gabor Rekettye

There are clear economic and managerial trends whigve a great influence on the pricing
policy of companies in the emerging millennium.i&aces can be found in the upper limit
and lower limit of possible pricing decisions whioiove in opposite directions, giving a
broader field for price considerations. Considecati should be taken with the possible
distribution of this incremental value. In the Etpart of this research paper, research gives
insight on some new pricing techniques like: pradine pricing, pricing of services, and
the decreasing differences in international pricidg a conclusion, it is recommended that
company managers should dispense from using thioottlla of “cost-plus-profit” pricing

in favour of more profitable techniques.

Key words: price, pricing policy, customer valu@sts, product line pricing, pricing of
services, international pricing

1. Introduction

Prices play an important role in the functioningmdrket economies by providing a
link between supply and demand of products andas\(Emmond 1993). There is
no doubt that pricing has also great importancehin operation of companies.
Company revenue (and profit) is generated througieg, while all other functions
produce costs (Kotler 1998). On the other hand,pitiee of a product is a major
determinant of the buyers’ purchasing decision. dAsconsequence, its level,
compared to the products’ performance and to thierio§ of competitors,
influences the demand for and the sale of the gipsoduct or service. This
contradicting feature is the reason why pricing rbayone of the managers’ biggest
headaches (Dolan 1995). In spite of its high ingouoee, pricing is surprisingly
underrepresented in the management literaturee Breory is extensively discussed
in the economic literature with lots of mathemadieéshleifer 1984, Wilson 1993,
McEachern 1988, and others), which company managaisly do not understand.
Conversely, price application is usually only haadby one or two chapters of
marketing text books typically only touching thefage of the subject. These may
be part of the reasons why company managers’ krgel@f pricing is rather low
and prices have usually been set either by rutbwhb or by the old, and so many
times criticized, formula of “cost-plus-mark-updhe objective of this paper is to
summarize those trends of the world economy andhess life which create new
price pressures. Understanding these tendenciegpiging them in the pricing
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policy can strengthen companies’ sustainable catiyeetadvantage. Furthermore,
ignoring these tendencies can result in a decrebggarket shares and eventually
force these companies to exit the market.

2. The broadening zone of pricing decisions

In the value structure of a product or servicee¢himportant parts can clearly be
differentiated: (1) the total customer value, (2 price the customers have to pay
for it, and (3) the costs of its production (Shad©98). According to this anatomy
of value, the zone of possible pricing decisiongleéfined by the upper and lower
limits i.e., the perceived customer value at thednd and the cost of manufacturing
at the lower end of the scale. It is obvious thettemers are not willing to pay more
than the perceived value, and their willingnessbtry grows parallel with the
distance between the perceived value and perceipede. Conversely,
manufacturing companies want to make profits, whihaccording to this scheme,
the difference between the price and the total awfstmanufacturing. Their
endeavour is to maximize profit, i.e. to set pracefar as possible from the total
costs. The anatomy is not yet complete. By companie is meant those
organizations that produce products or servicesndst cases, these companies do
not sell directly to their customers; intermedigrigaders, wholesalers, retailers and
other members of the sales channels are includdtkeiprocess. They also want to
have their piece of the pie. For the sake of sicityli analysis of the government is
not included, who also mandates having a piecdeobp levying taxes and duties
on products and companies.

2.1. The upper limit: the perceived customer value

A major tendency of current times is that in masses the upper limit of pricing
decisions by the perceived customer value is gthdaad continuously moving
upwards. Customer value is the complete set of flierthe product or service is
offering to the customers. Customer value can tielell into four sub-components:
(1) the performance value i.e., how the actual pco@s performing the core benefit
it is used for. (2) The added value, which congisinly of the augmentation of the
core product, services and other additional beneditrrounding the product. (3)
Distribution value, which is the measure of howilgasustomers can access the
given product or service on the market, and (4)ametional (image) value, which
is created by branding and other forms of marketmmmunication.

Now, looking at the vast selection of products aadiices offered to market,
it can be concluded that their value has signifigaincreased during the last
decades. Technological development, new operationathods like flexible
manufacturing, JIT, kanban system, lean produdiwhother techniques have made
it possible to increase the technical quality afducts and, at the same time, they
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can combine mass production with customization j@waky—Ritzman 1999). A
good example is the car industry. If a car of thmea category produced at the end
of the century is compared with that same typepcaduced 20 years earlier, it can
be observed that the newer one is offers a loeaf or upgraded features like: ABS,
DSA, higher safety, lower gas-mileage, etc.

The same is true for the other sub-components stomer value: marketers
always try to enhance their offering with additibearvices to gain momentum in
the fierce competition (Levitt 1980). To stay irtbar market, it is observed that car
manufacturers are gradually prolonging the timegoéranty, and they are also
offering upgraded after-sale services.

Distribution has changed a lot in the past decades: forms of distribution
have emerged offering to consumers either cheaperooe efficient access to the
options. It is enough to refer to the mass-retaileor to the newly opened
distribution channel of the Internet.

Emotional value is also becoming more importante Ttreasing number of
products, as well as the amount of informationiedrby each of them, can overload
and confuse consumers, who protect themselvessigaby relying more and more
on the image value of the brands. Successful coimpary to reduce the number of
brands and focus their marketing efforts to creatd enhance the image value of
their offering. The notion of mass-production anéssicustomization is also
applicable to the market communication process.

2.2. The lower limit: the changing cost structures

The prior paragraph clearly established that theeufimit of the zone of pricing
decisions, i.e., the customer value has been mayiwgards. In contrast, it is also
determined that the lower limit, i.e., the costscofating the customer value has
moved in the opposite direction; it is going gratjuand continuously downward.
The reasons for this downward movement may be foundthe globalized
competition, in the increasing efficiency of protian, in the appearance of the
cheap labour emerging countries, and in the faltang material prices in the long
run.

— As local competition is gradually transforming ingtobal companies with
entirely different cost structures, they meet eaitter face-to-face at the same
marketplace. In this setting, customers obviousty ribt care about the
individual cost structures. What they care abotiés‘best value for money”.
They have developed a new buyer behaviour callethfsshoppers”. In the
face-to-face competition of different cost struewyrthe winners are those
who can reduce their unit costs and those who ¢aam®forced to get out of
the market.

— In this New World Order, a drastic improvement istnessed in cost
efficiency during production. This is especiallyudr in the technology-
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intensive sectors of the economy. As a result anemies of scale, the
learning curve, and the experience curve to thé aost of the products is
decreasing. The effects of the experience curvelayen in Figure 1.

Figure 1.Theeffects of the experience curve
Unit costs

1,00

N~ -
e —

Accumulation of experience (doubling of production volume)

Source:own construction

— This tendency is strengthened by the fact thaptloes of raw materials have
shown a decreasing trend in the long run. (Theepndex of the basic raw
materials — registered by the Economist — in 1998s at 30 % level that of
the starting base of 1841850.)

To prove the tendency of the declining prices, éhtemparable items were
selected from the Hungarian price statistics: arcdlV, an automatic washing
machine, and synthetic washing powder. The retadep of these items in 1998
were, calculated in real terms, compared to theeprof 1990, at 32.5 %, 52.9 % and
at 77.4 % (Rekettye 1999, p. 94.).

By summarizing findings, it can be stated that ¢fa@ between costs and
perceived value is gradually and continuously eitay as shown in Figure 2.
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Figure 2.The zone of possible price decisions
_

Perceived customervalue | ———

The zone of possible price decisions

Costs of creating customer value

Source:Rekettye (1999, p. 89.)

2.3. Who are the beneficiaries of the broadeninge2o

Theoretically, three parties can benefit from theablening gap between the levels
of customer value and costs: customers, trading panies and producing
companies. The problem of actual distribution dé tincremental value may be
framed as a societal and a managerial questionedls kv developed societies
having good working market competition and welicatated customer protection
and customer movements, there is no doubt that §instomers may be major
beneficiaries. In a healthy economy, however, It ave room also for companies
to benefit from this improvement. Problems mayaeaiis case if market structure is
not well balanced, having one or the other padie®minant power in the market.
Monopolies or cooperating oligopolies may hurt theen distribution of this
incremental value.

In transition economies like Hungary, two tendescimrt the even (fair)
distribution:

— Multinational manufacturers, entering these ecoesnwith FDI benefiting
from the relative low-cost production resourcesnstmes do not share the
additional value with their partners.

— Multinational wholesalers and retailers (mass kets)i also moved in. On first
observation, they offer a cheaper and more efficodrannel for customers.
Experiences of Western European countries (Unitetydom, first of all)
warn, however, that after settling down, they vdton gain a dominant
market share. After demolishing small competittingy will be price leaders
(forcing their business policies and trading cdoddg on manufacturers and

consumers, as well) and will have an unbalancegébighare from the
broadening gap.
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3. Some other tendencies and challenges of pricingolicy in the New
Millennium

In the latter part of this paper, attention is dnate some important tendencies
which impose challenges to company pricing polidyese are:
— Proliferation of product structures importance of product line concept
importance of product line pricing
— Services— the new age of pricing
— Globalization— decreasing differences in international pricing.

Proliferation of product structure~ the importance of product line concept
— complicated price structures

Companies seldom produce or offer only one or gleoof products. Only
small and some medium-sized companies can be kstexkamples for such limited
product mix. The product mix of the majority of argzations, especially medium
and larger sized companies, consists of a largebeu of products and/or services,
which have either stronger or looser connectioneéeh other. In the overall
tendency of product structure proliferation, twojongendencies seem to emerge:

1) The emergence of a clear product line concept. @omp categorize their
products into product lines. They develop speaisé competencies for each
product lines. The same or similar engineeringdpotion and marketing
principles characterize the product line competefrceéhis new concept, the
product lines, rather than the individual produdsgferentiate companies
from competitors. The products belonging to the esdime have similar
design, features, etc. that add up to a distinguishnd differentiating line
identity. Product lines are becoming more and ntbee centre of product
development, and product management as well.

2) After the wave of diversification in the sixties daiseventies, when huge
company-empires with much diversified profiles westablished, the end of
the twentieth century is characterized by the evaml@ato create company
profiles based on consistency. The consistent coynpeofile has favourable,
synergy effects on the efficiency of product desigroduct development,
manufacturing and marketing. Furthermore, a strang clear corporate
identity can be based on the consistency of similaduct lines.

All of these tendencies impose strong requiremewatds the price policy.
The unique corporate identity and product line imagust be reflected in their price
structure as well. Special emphasis must be laitherharmony of the quality and
price level of product lines. Determining the diffieces between product lines,
between items, and options within the product lthejr expression in the pricing
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requires a very sophisticated price management. Nwthods are used: price
segmentation, price discrimination, determinatioh price thresholds, price-

differential threshold, and price-bundling, diffatgricing methods for competitive,

complementary, and substitute items of the prodloes, etc. Modern computing

technology helps a lot in supporting the price-giecis, and in maintaining and
controlling the price application. This sophistefprice management would not be
possible without the use of IT.

3.1. Services~ the new age of pricing

The contribution of services to GDP in most advanceuntries exceeds the share
of primary and processing industries. It has beefos many years. At the end of
the twentieth century, nevertheless, there are smwetendencies that revolutionize
the service sector and at the same time they imflieall the economic activity
including pricing:

— At the end of the twentieth century, a strong delaipn of major services
was witnessed in almost all countries (banking,radustry, public utilities).
Deregulation has been accompanied by privatizatibthese state-owned
services. (Silverman 1994) Privatization and del@@gn has brought about
local, and soon after, international competitionthe field of these formal
monopolies. Prices have become the focus of the qmmpetitions. Service
providers soon realized that cost efficiency andketaexpansion are vital
factors in acquiring sustainable competitive adagat To maintain or expand
market share, they needed to make market (and)psiegmentation and
needed to adjust their price policy accordinglyeyrimvented new methods of
price differentiation like nonlinear pricing, prideundling, one or two-tier
block tariffs, bonus programs, yield managemeiat, Biey were able to serve
customers of different price sensitivity.

— At the end of the century, there was a definitdt $hom variable to fixed
costs. Traditionally services, like hotel businesggssenger transport, etc.,
have always been fix cost sensitive. The newly gingrand dominating
sectors like telecommunication and other infornmatielated services,
however, are characterized by huge fix cost investmand by marginal costs
sometimes nearing to zero. This radical shift ia tost structure makes it
possible for the service providers to implement esyvsophisticated and
complicated price-customization. It is enough ter¢o the price structure of
a telephone company. It is already so complicatatimost customers do not
even have the time and energy to understand it.

— The new pricing practice of these modern serviasdvisible influence on
pricing of tangible products as well (non-lineaicjirg, different discounts,
bundling, etc.).
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3.2. Globalization— decreasing differences in international pricing

Another major tendency of our times is the decreaafsprice level difference in
international perspective. This is also a resulthef intensified globalization. The
world is getting “smaller” or as Ohmae (1991) saidjs getting “borderless”.
Transportation costs are falling, tariff levels atecreasing, and information is
available instantly all over the world. The tendernis especially true for an
economic integration. European Union is a good g#anThere are no tariffs in the
way of trade among member countries, tax levels gtting similar, and the
monetary unit is getting the same. There is no etwn rationale behind big price
differences. Locally produced and culturally motec products and services may
make the exception. The tendency is well illusttaite Figure 3 (Simon-Wiese
1992). The decreasing price difference does nonrttegt company managers have
to carry out the same price policy everywhere. Neng that use international
pricing strategies must have a comprehensive utaheling of the differences
between customers from one country to another. ifisisdes the culture, the legal
regulations, and the structure of the economy, dbmpetitive environment, the
political structure, and the inflation/deflatiormrds in each market.

Figure 3.The decreasing difference in international pricele

High prices
Present prices The |European corridor of prices
Low prices
Present Future

Source:Simon-Wiese (1992)
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4. Conclusions

The tendencies described suggest that companidsdeypart from the cost-oriented
pricing approach that has been used in the twantetury in many industries. The
cost-oriented pricing has been popular for theofeihg reasons: (1) the “cost-plus-
mark-up” pricing was rather simple. It involved tbalculation of all the costs that
could be attributed to a product, and then addinthis figure a desirable mark-up,
as determined by the management (Hanna—Dodge 192p)Because of its
simplicity, the price function could be easily dgéed to lower levels of company
organization. (3) Beside its simplicity, this medhioas been socially considered as a
fair practice since price differences have beetified by the cost differences. In the
new pricing environment, these reasons will loseirtimportance as it was
discussed in this paper. Companies insisting tootbeformula “cost-plus-profit”
under these new conditions may make wrong priciegisions. In the new
millennium, it is an imperative for them to charthénking from the cost-oriented
formula of “Costs > Profit > Price > Value > Custers’ to the market-driven
formula of “Customers > Value > Price > Costs >fieto
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The role of relationship marketing and communicatb
public utility services in the process of market
deregulation

Erzsébet Hetesi — Balazs Révész

In recent history, there were dramatic changes ba market of public utility services.
Deregulation of these markets forced these orgaioisa to re-think their former behaviour
and the application of a marketing approach becarmaeessary on the competitive market.
This paper draws attention to the fact that thistesecan be regarded as a public service
with intensified appearance of its special charasti&s, but the research emphasises the
special role of certain marketing tools in the pess of liberalisation. By analysing
consumers’ assessment of relationships and comationi¢c this empirical research
concluded that on the explored market, the abovetiored factors influence consumers’
loyalty. Consequently, in order to build a futurége in the competition, the relationship
with customers has to be strengthened. The newsstions of communication and
information technology can have a special signiiioa in maintaining effective long-term
relationships because these solutions offer mofectdfe problem solving for directly
addressing consumers.

Key words: public utilities, marketing communicatso relationship marketing, loyalty,
deregulation

1. Introduction

This paper is intended to analyse the marketingites of public utility services on

a market under deregulation, with special attentmmelationship marketing and
marketing communications. The analysis of publiditut services is a rather
unexplored field in publications. Theoretic questioof communal services’
marketing activities are only touched upon in &tere, while individual empirical
research is very rare. The primary reason for thay be that in traditional
approaches, only the characteristics of servicdglamconsequent marketing results
are regarded as important. In other words, theytdryustify a general service
marketing concept, while they implicitly acknowledghat the services are very
heterogeneous and generalising has its limits. &her reason may be that public
utility service providers all around the world hated a national or regional
monopoly; hence they were not forced to apply aketarg-based approach. By
now, the attitude of organisations operating oregelated markets has changed and
marketing has appeared in a field with special attaristics; the research of which
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raises interesting questions. For example, in tméted States, as a result of
liberalisation of the energy market, public utilggrvice providers started to develop
their own marketing strategies.

In the explored market, there is a conflict dustete regulated prices and the
monopoly of public utility services. Consumers hénael affordable access to these
services, but they have been defenceless agaesethiice providers. Presently, the
situation has changed with new circumstances wiereompanies still have partial
monopoly, but have to face new challenges. Pulillityuservice providers have
realised that there is a competition on the markbts competition will become
sharp, and with the accession to the EU, traditiomethods will be useless on the
market liberalised due to harmonisation.

2. Is public utility service a public service?

A major task of early writings in the field on nbasiness marketing was to re-think
the concept and theory of marketing, taking intooamt the characteristics of profit-
oriented companies and the public sector and tlfferidig characteristics of
products and services. Today, research dealingseitice marketing distinguishes
between business and non-business services. Rudreermany publications deal
with the application of the two sectors’ marketipgactices to each other. This is
made characteristic as well by the fact that in ynaervice fields, e.g.: higher
education, public transport, public utility serscalistinction between public and
private, as well as between profit and non-prdis its difficulty. Due to the
uncertainties in defining and classifying servicelgnotation of public utility
services is not an easy task. It is a problem snename the activities being dealt
with, as sources define them differently and thare various definitions for a
category within a study as well. The term “pubkervéces” includes many activities,
multicoloured organisational forms and ownershiptams, which in many cases
overlap each other. As a synonym for public sesyititerature often uses the terms
public utility or utilities, non-profit, social, et

The legal definition in effect for the current eaxdd market specifies that a
public service is an activity which is regardedpamlic service, public objective
service, public utility activity, public utility sgice or communal service by act,
government decree or local government decree (Bag.c of the 1995 Act on
Public Procurement). According to the Act, apadnirpublic safety, healthcare,
education etc., public utility services such asrgyewater and public environment
belong to this category.

Apart from legal regulation, it is very importaotmake a distinction from the
consumers’ side as well. Public utility service® drasic services where the
possibility of substitution is small, usage is lmt@nd generally continuous, and it
also has to be proved that the members of a contynoan have access to these
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services with equal quality and price conditionstHis way, it is a field which is
relevant to a large amount of the population beeaduss present in everyday life.
These services are mundane and typical, and tieeysarally considered when they
are not available e.g., when the bus does not aomi@me, when there is a power
shortage, when there is no heating, when rubbiskids accumulated.

Based on these reasons, public utility services @vasidered as public
services regardless of their profit or non-profitemted nature.

3. Do public utility services have important characteristics from a marketing
point of view?

Researchers have raised the question whetheud#eiil to pick a field or a branch
for study or not. Furthermore, some of them questiowhether public utility
services had such special characteristics at #lichwmakes the analysis of this
sector reasonable. Although it is agreed that sdasic principles of service
marketing apply to public utility services, att@mi should be drawn to some
differences which strengthens the view that thectfma of public utility service
marketing has its own characteristics. Introducall the characteristics is not
constructive, it is best to highlight those whictiesgthen the significance of
relationship marketing and communication in thisesp.

First of all, it is practical to focus on the raé&both back office and frontline
in the case of public utility services becauselibsic model of service marketing
can be well applied to public utility organisatiotisis useless to think in terms of
back office organisation in most person to persomtact based services, but in the
case of the public utility services, the situatisruniquely opposite. Based on the
Eigler-Langeard servuction model (Eigler—Lange&®81), the role of back office
is significant in the case of public utility serg& Consumers do not assess the work
of background staff, as they are unseen and areusudlly part of the service
providing process; however, the result of the samgi activity depends on the work
of the back office. There is no effective publiglityt service without the tools,
equipment and operating staff and the applicatibrretationship marketing is
challenged by this fact.

Public utility services can be differentiated om thasis of their regression
ability and their level of commitment. Using thippaioach, it can be said that the
level of commitment is very high with the majorif public utility services. Often,
in the case of piped services, there is total cament because of the monopoly
situation. When a consumer decides upon the ushgewer, gas or water, the
chance of withdrawal is limited because there igpossibility of choice. The ability
to regress is also minimised in the case of puldility services, as it is almost
impossible to re-create the original condition. Tasults of missing power, heating,
water and telephone supply can only be, at bestypastored.
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There are even greater differences in terms ofpersdility. In the majority
of services, usage is of simultaneous nature. #dsethe presence of both the
consumer and the service provider, whether itnsaghine or a person. In the case
of public utilities, specifically piped servicedet services are utilised with the
consumer not actually being present, but takingaative role in the process.
Participation takes place in a way that the serpicwider and the consumer do not
meet each other; however, business will not commevithout the consumer taking
some kind of action. There is no personal inteoaickiut continuous service is only
working when the consumer is “present” by turnimgtbe heating or the water tap
or picking up the phone. This is a typical formrefmote encounter. This paradox
situation specialises relationship marketing amdngithens the fact that marketing
activity of public utility service providers is d@rent from other service providers;
hence their special analysis is not useless.

Researchers find the intensity of the relationglgfwveen service provider and
consumer as the criterion for distinction. Chas&esa distinction between services
based on high and low direct consumer relationsifipsording to Chase, the level
of relationship is the percentage of time a consuhes to be in the system
compared to the total period of service (Chase 19T8e intensity of the
relationship between service providers and conssinadéso distinguishes public
utility services from other services. For exampiethe case of wired and piped
public utilities, the consumer is in continuousatiEnship with the service provider.
In this way, interaction is almost constant, wite consumer is not even in the
system. In the case of these services, the consisneentinuously present without
even being present. The question is, in terms as€ls definition, what is the
percentage of the relationship’s period?

A further characteristic of public utility services that in the majority of
services that they cause a change in the life @fcttnsumer or an object. In the
processes that have been examined, the changestatieected towards a person or
an object, rather they change the environment o tlonsumer. Special
characteristics of public utilities in terms of @pment can also be found.
Comparatively, it is very difficult to surprise caumers with innovations, but these
monopolies carry out certain activities which makedglifficult to imitate each
other’s developments.

The establishment of prices differs in the caseseofices explored. Parts of
them are state-subsidised services, while the qidies have established regulations
forming price. When the prices of organisations niatural monopoly are not
regulated, there is a greater possibility of réadjshigher profits than normally
expected and the prices are more inflated thanaomgetitive market.

As the extension of public utility services is sty regulated, it is often
difficult for service providers to apply differeating price strategies and to use
prices as promotional devices. Even when pricenitioes are allowed, public utility
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service providers rarely use these effectively waithier elements of the marketing-
mix or with effective segmentation programs (LowéeWeinberg 1990).

Apart from general problems, communication posetitiathal problems for
public utility service providers. Where the timeioferaction is high, and physical
elements are dominantly present, the majority ohqation takes place on location
as tangible factors communicate about the sertitghe case of public utility
services, this does not apply because the presgnoensumers is minimal in the
process and physical factors are only indirectBspnt for them. Although there are
some initiatives for objectifying, the usage of dbetools is limited in the
communication activities of public utility servipeoviders. As a result, the usage of
the elements of the promotion mix is very mucheatiéht from other participants of
the service market.

4. The role of relationship and communication in consmer loyalty

Experiences show that, similarly to other orgatise, the aim of public utility
service providers is the establishment of consurost and loyalty. With regards to
public utility service providers’ limited possitiies of applying marketing tools, the
questions are: what are the strategies by which¢ha make their consumers more
satisfied and how can they increase loyalty witdnR

The question of loyalty is strongly related to tielaship marketing.
According to representatives of relationship marnkgtin the fight for consumer
loyalty, those who are able to establish long-teerationship with their consumers
will have a competitive advantage (Berry 1980, 19876nroos 1992, Gumesson
1994). The definition of relationship marketingiist clear in professional literature,
but the majority of researchers regard the estabknt and development of long-
term relationships as the guarantee for long-temofitpThe consumer will be loyal
if he or she values the service higher than theiceof the competition; however,
consumers generally need a personalised and stegatipnship with the service
provider (Parasuraman et al 1991). It is necesdary service providing
organisations to determine not only short-termrfaial objectives, but they need to
establish long-term “relationship-value” as welhel*relationship-value” paradigm
(between consumer and worker, consumer and sguwicéder, worker and service
provider, etc.) is of higher importance than ewsar{dampully 1998), and in the
current environment, relationships are more impartaan physical objects, both in
business and private life (Albrecht—-Zemke 1985).spide the continuous
relationship, the above mentioned cannot be appl@edoublic utility service
providers. Services are usually standardised ang@sonalised, and contrary to
what it seems, the relationship between the org#oiss and consumers is
considered rather loose.
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The perception of excellent service is often asged with the personal
interaction between the staff and consumers. Theature of service management
emphasised the importance of human element frorbeggeining (Crosby—Stephens
1987, Parasuraman et al 1985, Kandampully 1998} am excellency is an
integrated part of any first-rate service, quaditd relationships are not peripheries
of added value, rather they touch upon the coreeofice providers’ promises. At
service providing companies, this relationship nsir#eractive process of helping,
serving and fulfilling personal needs of consumdBooms—Bitner 1981).
Consumers often look for establishing and maintgiremotional relationships. In
the majority of services, emotion is a part of #ervice process and has an
important role in the consumer’s perception of $kevice’s quality. Emotional ties
lead to repeated purchase (Butz—Goodstein 199&), layalty is a result of a
continuous long-term relationship (Gummesson 19%&cording to Levitt, the
buyer-seller relationship is similar to a marriagagere the quality and period of this
relationship depends on how effectively the compaaydles this relationship
(Levitt 1983). Due to forced dependency and forcedhmitment, public utility
service providers have little possibilities of ddighing and maintaining emotional
relationships.

4.1. What do empirical researches show?

As already mentioned in the introduction, the abtaristics of marketing activities
of public utility services on a Hungarian publidlity market that is undergoing
deregulation has been analysed, with special @teta relationship marketing and
communication. The analysis is based on severalire@presearches and the
circumstances of examinations are unique for tvasaas. First, they were carried
out in an environment where the sphere of publidyuservices always faces new
challenges due to the constant changes and setimmdnodels of methods for
measuring loyalty approved in literature (Andersoml 1994, Fornell 1999, Jones—
Sasser 1995, Gronholdt et al 2000, Martensen 20@0) were supplemented by
dealing separately with the dimensions of relatiimsand communication. The
starting model of empirical research is shown @ufe 1.

During the survey, 1000 individuals constitutingegresentative sample of
the population living in the supply area of an #ieity, gas, and water supplier in
Hungary were asked to fill in a questionnaire. Haeple was selected with the
mechanical simple random method (method of eachlng. questionnaires were
tested beforehand and the interviewers — who dditeuseholds — were given the
assistance of guidelines for answering the questidbhe sample was found to be a
good representative of the population by gendex, education, job, and domicile.

The methods used for measuring consumer satigfiaative taken according
to this model, and it was also assumed that satisfawith the quality increases
satisfaction in general which has a positive eftectoyalty.
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Figure 1.The influence of customer relationships and comeation on loyalty
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4.2. Relationship

Besides quality, the nature of the relationshipMeen consumers and the company
was also considered as a variable to be used immémesurement of consumer

satisfaction. The reason is that, in Hungary, tlay \wonsumers are treated is of
particular importance even in a competitive businesd the same is true for the
companies enjoying a monopolistic position. Thelifigs of a domestic research

completed in 1999 also indicate that although comsa could experience some
improvement in customer-orientation, in most cabese was little change for the

better (Rekettye 2000).

The liberalisation of the public utilities markepens new dimensions in
competition between companies. In general, thezelaee ways for a company to
keep and increase its market share:

— get new consumers,

— make the existing circle of consumers purchas@mo

— decrease the tendency of consumers turning awaythe company.

In the field of services, and especially publiclitigis services, getting new
consumers is very difficult because of its hightsosnother problem is that it is
hard to do away with the feeling of risk of potahtconsumers due to the
experience-trust base nature of the service prodinis also means that during the
liberalisation of the service, it is very hard tdorm and persuade consumers about
the possibility of choice between service providétws, in this field, it seems more
reasonable to concentrate on keeping existing coesiby developing the value of
customer relations (Veres 1998, Payne—Frow 2000).

The essence of relationship marketing is that, ‘e..tblationship between
service provider and consumer has to be stabilmedhe long-term as an old
consumer is cheaper than getting a new consumee@/1998). So this branch of
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marketing activities tries to keep consumers byiding trust and strengthening
consumer ties. This can only be effective if thisreelevant, detailed information on
the consumers and they are continuously informeditabew possibilities and other
news.

From a certain viewpoint, public utility service opiders are in an
advantageous position. Their advantage is thatraamis relationship is not to be
built now, as it more or less functions due to¢haracteristics of the billing system.
However, the database on consumers only containdata on billing information.
There is no information that could further diffetiate consumers (as for example
size of households and families, per capita consiempetc.), and through this the
strength and directness of the relationship coeldnbreased in order to ensure the
adequate level of consumer trust and loyalty. A gany operating in a competitive
environment can only represent ownership interadexqjuately if they are able to
realise the profitable market segments, and theyahle to understand the values of
particular groups of consumers so that their prtedand services can be developed
accordingly (Tower 2000).

By understanding consumers’ needs, value judgensmsdecision-making
processes, the company will become able to changdorer relationships
processes from a routine, impersonalised natura tmore direct, personalised
process representing higher added value, and évihy, make the best out of
relationships with consumers.

Table 1.Basic questions of measuring customer relationssiggity

If customers are not satisfied the handling of theicomplaints is

A) negative B) positive

If a new product does not produce the planned sale®lume than it is @
A) failure B) a step towards success

Market research is

A) collecting data B) a tool of preparation forcggons

Source:Tower (2000, p. 64.)

The problem of public utility service providing cpanies not knowing their
customers shows strong resemblance with the probfetime banking sector in the
1980’s. At the end of the 1980’s, banks had hudel@deses about account holders,
but they did not know anything about the expectetiof customers in the field of
complex services. They knew how many accounts m&t® held, but they did not
know what the compositions of their customers werbat the ages of their
customers were, or what the lifestyles their custenpreferred were. By the 1990's,
this started to change and banks started to calettuse the data on customers in
personalised messages and communication campaigneever, this needed the
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change of the operating system and organisatiom&lire as well (Payne—Frow
2000).

According to Tower, in order to make the best Uselationship marketing’s
possibilities, public utility service providing cganies have to re-evaluate their
former views on consumers (Tower 2000). It is a wmm problem of companies
that they misinterpret the notion of market segmagon. Companies generally apply
the categories of resident, trading and industaalsumers, or the categories of big-
sized, medium-sized or small-sized consumers; heweliese viewpoints can only
be used to simplify business operations as theyad@arry enough information for
real segmentation. In order to segment insteadatdgorising, the characteristics
that are important for the consumers have to bentdkto consideration as well
(e.g., purchasing behaviour, decision-making, coresuvalue-judgement), as these
provide the company with well-grounded possibility choice between consumer
groups.

A further problem of public utility service provigeis that they do not
emphasise customer relations to the extent theyl@ghét the assessment of their
activities and effectiveness, they only concentrate the reliability of service
provision and continuous operation of their systemswever, in a competitive
environment, good and reliable service only helgsneone to stay in the
competition; there is more needed to get an edgetbe competition. The company
has to know its customers and with this knowledgean predict their behaviour
and shape its products and services to particol@uwmer expectations.

As a bottom line, it can be said that the task obmpany is to understand its
customers and to adopt customer-based thinking nibt the duty of the customer to
understand the service providers’ excuses, bug thé service provider's duty to
concentrate on satisfying consumer needs insteadnafing excuses and obstacles.

Due to the characteristics mentioned earlier, pubtility service providers
are in a disadvantageous position in fosteringicglahips, as they rarely meet their
customers despite their continuous relationshigpi2e, or even because of this, in
the empirical survey, satisfaction indicators ofnigarian consumers are more or
less positive.
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Table 2.Averages and standard deviations of operatingioekstiip (measured on a

five point scale)

Content of question Average Deviation
Billing is fair, understandable 3,23 0,90
Billing is detailed enough 3,56 0,91
Date of payment is adequate 3,79 0,91
Possibilities of reporting errors are adequate 3,94 0,81
Customer service offices are well accessible 3,86 ,830
Opening hours of the office is adequate 3,90 0,77
Period and speed of administration is adequate 3,60 0,90
Training level of administrators is adequate 3,87 ,760
Courtesy and patience of administrators is adequate 3,85 0,78
Compliance of administrators is adequate 3,84 0,71
Flexibility of administrators is adequate 3,69 0,79
Reliability of administration 3,85 0,78

Source:own construction

Transforming the indicators of satisfaction witrstamer services into a 100-

point scale creates the following diagram:

Figure 2.Assessment of adm
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The factorial analysis of satisfaction variablegareling operating relationship

had interesting results. The distinction of facttsriis

shown on Table 3.
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Table 3.Factorial analysis of operating relationship diniens

Content of question Factorials
1 2 3

Compliance of administrators is adequate 0,90 0,26

Courtesy and patience of administrators is adequate®,89 0,25

Reliability of administration 0,88 0,27

Flexibility of administrators is adequate 0,88

Training level of administrators is adequate 0,82 0,33 0,20
Period and speed of administration is adequate 0,68 0,36

Customer service offices are well accessible 0,21 0,83

Opening hours of the office is adequate 0,28 0,80
Possibilities of reporting errors are adequate 0,32 0,70

Date of payment is adequate 0,29 0,62 0,35
Billing is fair, understandable 0,82
Billing is detailed enough 0,23 0,27 0,78

Source:own construction

Table 4.Variable variances of operating relationship

Explained variance after rotation
. , Explained | Cumulated
Factorials Eigenvalue . :
variance variance
1 4,65 38,71 38,71
2 2,75 22,92 61,62
3 1,57 13,10 74,71

Source:own construction

Based on factorial analysis, the scale of operateigtionship is not one-
dimensional as the items are grouped into thretorfiats. The items in the first
factorial can be easily explained content-wise his ffactorial contains the
assessment of the quality of customer service adtration. The second factorial
contains accessibility items while the evaluatidnbdling constitutes a separate
factorial.

The results show that in the minds of consumers, l#tent variable of
operating relationship is multi-dimensional and toosers assess separately the
work of office staff, the accessibility and thelibigy procedures. Factorials’ total
deviation of almost 75% can be regarded as strong.
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4.3. Communication

Presently, the need for personalised consumer apprs growing. Companies
have realised the value of long-term relationshighwheir customers, and in
their choice of media they tend to turn to commatian tools ensuring direct
communication, while mass media are used for comraage building.

After analysing the applied communication tools;ah be established that
the role ofadvertisementn public utility services is small, as there amly a
few factors that can provide customers with useffdrmation on the process of
service or its result. The picture of a transfornséation or an electric wire
cannot adequately introduce electric power suppsither can a nice photo of
the customer service office influence consumerghinfield of services, image
advertisement can be regarded as effective agftagpes customers for the usage
of the service and convinces them of its advantag@simportant feature of
image building is that, in the case of servicegdprct image cannot be verbally
expressed; rather there is company image that eaanbimportant influencing
factor in a purchase decision. As a result the sioteal public and television
advertisements can be categorised into this grepispaper advertisements are
an important part of the promotion mix, althoughotigh the application of this
tool, the “situational advantage” of telecommunigcat media is significant.
Newspaper advertisements are usually of informativature, however,
sometimes they can be encouraging as well.

In the market explored, advertisements are notaattaristic for public
utility service providers; however, liberalisatiari the market may boost this
area. Experiences show that public utility servipeviding companies of
regional monopoly have only turned towards marlkgtitools following
deregulation as a competition started for consunwersa liberated market.
However, this meant the exploration of and aimirignaw possibilities and
opening geographical areas, as service providers tharealise that their
monopolistic service providing in a region becameessible to other service
providers as well. This way, after the liberatidntloe market, companies had to
make great efforts in both fields. They had to kéep highest possible number
of customers and take into account the principle€anomics of scale and
profit-making, as well as keep an eye on getting nastomers as well.

The liberalisation of markets caused problems fegnethose companies
that have realised the importance of marketingnost of the cases, they did not
have the necessary resources and know-how to @atyeffective marketing
campaigns (Dibb—Simkin 2001). During the liberdiisa of the energy market
in the USA, one of the first companies realising timportance of marketing was
Enron Corp., and even as early as 1997 they sp8it 80-40M on advertising
their name. Before the opening of the market inf@Galia, they were the first to
lead a campaign directed towards local residentyd& 1997, Kim 1998). In
order to effectively influence the market, Enrondhaade an integrated
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campaign where television and radio advertisememtse used parallel to

newspaper advertisements and direct-mail campaighbe aggressive

appearance of the company made local service peawideact and consumers
had a choice of many discount offers.

Sales promotiontools are not characteristic of public utility gee
providers either. Due to the nature of service Hr&regulations of the sector-
only, a few tools out of the wide range of methaisild be really effective.
Telecommunication service may be the only exceptiere, as it effectively uses
sales promotion (although its usage can be linked the strengthened
competition in the field of mobile phone servicesldo the well-developed state
of market liberalisation, thus to the new marketimnment). Energy providers,
however, only use these tools in a limited way. #mm, the solution could be
to strengthen the purchase of tools operated bgitren energy source (this way
indirectly increasing energy consumption).

With these types of services, an important toat@hmunication iglirect-
mail. The monthly bill provides an excellent possibilityr this as it can be
supplemented with the newsletter of the serviceviders (as banking service
providers already do). This way, public utility gee providers can maintain
regular customer relationship and they can contislyoinform their consumers
of relevant changes or maintenance improvements.

One of the tools used most often by public utilggrvice providers is
Public RelationsThe significance of this area is well represerigdhe fact that
in the majority of cases, companies have their i@paPR units within their
organisational structure. For reasons previoudlpduced, the image of services
is difficult to be established, so the organisasi@mphasise company image-
building. Although newspaper advertisements ondslen spots are hardly seen,
companies are often heard about in supporting syesports competitions and
clubs. Public relations articles are read in newsps and interviews with
similar objectives, because they are often preigetite electronic media as well.

Based on the empirical survey, it is found thatstoners are less satisfied
with service providers’ communication activitiesath with their customer
services.
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Table 5.Averages and standard deviations of communicatighigformation
service dimension (measured on a five point scale)

Content of question | Average Deviation
The service provider does its best to inform theiconsumers about:

The rights and duties of the service provider 3,87 0,86
The rights and duties of the customer 3,6f 0,89
The new services 3,66 0,89
The changes of prices 3,62 0,98
The discounts 3,37 1,03
The circumstances of billing 3,57 1,03
Expected lack of service 3,32 1,01
I always read the letters of the service providtched to 361 0.85
the bills
| am always informed about the latest campaigrieen

) ) 3,04 1,06
customer service office
Newsletters contain useful information 3,74 0,89
Advertisement is a good tool for influencing congus 3,43 0,93
| read "Mindennap” [Everyday] magazine 2,39 1,20
| always read the articles about the service pevi the 3.04 1.14
local newspaper
| keep in touch with the service provider by phdrecan 3,00 1,24
| keep in touch with the service provider personill can 3,10 1,07

Source:own construction

Transforming the consumers’ assessment of infoonaservice into a
weighed 100-point scale results in the followinggtam:

Figure 3.Consumers’ assessment of the service providersrirdtion service
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It is significant that based on factorial analyi® two new dimensions
included in the loyalty model have separated iotg fvell-defined factorials.

The first factorial contains items about communaratefforts; the second
factorial contains items measuring the efficiendyirdormation service activity,
while in the third factorial the assessment ofithportance of advertisements stands
alone. The high factorial weight indicates thatextisements have an influence on
the latent variable, but this element should bedleth separately. The items of
methods of communication constitute a separateorfiattas well, while the
explanation of opposite signs indicates that therpretations of the two statements
eliminate each other. The four factorials altogettepresent 65% of the latent
variable.

Further refinement of these dimensions could béuugar future research. At
the moment, the consumers on the market explored umaware of other
communication possibilities besides personal anchetbased (e.g.: internet) and
similarly, the advertisement tools dimension canflmther differentiated in the
future as well.

Table 6. Factorial analysis of communication and informatisarvice

dimensions
Content of question Factorials
The service provider informs about 1 2 3 4
— new services 0,85
— the customer’s rights and duties 0,81 0,21
— discounts 0,80
— changes of prices 0,80
— service provider’s rights and duties 0,80 0,21
— circumstances of billing 0,78 0,21
— expected lack of service 0,46 0,39 -0,30 0,25
Newsletters contain useful information 0,46 0,67
| am always informed about the latest campaigna21 0,66

in the customer service office
| read "Mindennap” [Everyday] magazine 0,65 | 0,44
| always read the articles about the service

A 0,62
provider in the local newspaper
| always read the letters by the service provider
attached to the bills 0,28 0,60
Advertisement is a good tool in influencing 0.20 0.82
consumers ' '
| keep in touch with the service provider 0.30 0.80
personally if | can ' '
| keep in touch with the service provider by 056 060

phone if | can
Source:own construction
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Table 7.Variances of communication and information serdiaensions

Explained variance after rotation
. . Explained | Cumulated
Factorials| Eigenvalue . :

variance variance
1 4,54 30,26 30,26
2 2,75 18,35 48,60
3 1,22 8,16 56,77
4 1,18 7,84 64,60

Source:own construction

5. Summary, conclusions

Despite the uncertainties in the field of definiagd grouping services, it can be
concluded that the sector that was examined issifiled as public service by
literature sources. The characteristics definedha theory of service marketing
have other special features in the field of pubtitity services which result from the
nature of the service product and the regulatedreatf the sector, regardless of the
fact that the services are provided by privateudnlip organisations.

The importance of back office, the level of comn@tty the inseparable
nature, the remote encounter nature, and the gaclionits of price forming are
elements which make the individual analysis of uliility service providers’
marketing activities justifiable.

Due to the expected course of deregulation protkespublic utility service
providers on the explored market face serious ehgés that affect former business
practice, organisational structure and organisatioulture. Besides real
competition conditions, the companies have to erarttieir whole operation in the
practice of service providing in order to find ttaetors that may constitute a long-
term edge for them in the competition.

Following the liberalisation of markets, the maibjaxrtive of public utility
service providers all over the world will be to ke®eir consumers. Communication
tools have a special role in building long-termatieinships as communication is one
of the most important tools for building trust.

Based on these facts and taking into account theacteristics of the sector
and the liberalisation processes of the exploredrkeba the methods for
measurement of loyalty known from literature wergpm@emented. Within the
empirical research, the consumers’ assessmentiaiforeship and communication
were analysed as separate dimensions. The rebolisthat both new factors have
an effect on loyalty, thus further research is eeenh these areas. It is significant
that both measurement scales are multi-dimensiamélthe items are grouped into
several factorials. On the explored market, thesuorers’ assessment of operating
relationship (the work of customer service offitaffs the accessibility of service
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provider, and the billing activity) is better thére dimension of communication and
information service; however, both fields have tisiortcomings.

The results draw attention to the fact that tradai customer service activity
is not suitable for deepening customer relatiorshi@onsumers have to be
approached by learning about them and using therndtion available for
segmentation, for determining target groups andnrpley campaigns. The
development of technology and especially informmati@chnology (e.g.: auto
responder, interactive website, Internet-basetihbilbystem, automated read-off of
meters, etc.) is a significant tool in deepeningtamer relationships, and public
utility service providers should pay special atimmtto adopting these methods. By
applying these tools, customer loyalty can be gttened easily and in the majority
of the cases, in a less expensive manner. It caachi&ved so that the service
provider serves the customer, and not the otherrauayd.

With the generally increasing importance of infotima technology solutions,
it becomes important to examine: whether consunaes really open to the
reception of new technologies, in what time peroll new information technology
provide the edge in the competition for establigHoyalty and whether the cost of
keeping consumers have their returns or not. Thesgs should constitute the topic
for future research.
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Status based consumption in Hungary

Szabolcs Prénay — Erzsébet Hetesi — Zoltan Veres

The intention of this research is to explore howcima special type of segmentation —
lifestyle-based segmentation — can be used in gybhisn market setting. The goal is to find
the answers to the question of what explanatorgefdifestyle typologies have and whether it
is indeed outdated to analyse consumption patteased on traditional socio-demographic
and status characteristics in Hungary. The resaftthe qualitative part show that price and
discretionary income very often constitute an intgol limitation to purchases. Quantitative
findings — from cluster analysis — indicate thdediyle-based segmentation is most useful
when examining the consumption patterns of the lmiddss.

Keywords: segmentation, lifestyle, status, consiompt

1. Introduction

Market segmentation has two general forms. Onesifiles consumers based on
demographics, social class and psychology, whetlkasother focuses on the
product, as well as the value and utility, delivkby the product. The advantage of
product-based segmentation is that it can bettaptatb the characteristics of a
particular product or a situation, but its appiicatis limited by the need to segment
differently by product categories. In contrast, pleebased segmentation is more
general, as it concentrates on the consumer asngle® entity who can be

investigated while buying various products (Plumniéi74, Greenberg—Schwartz
1989, Bean—Ennis 1987).

In advanced North American and West European sesjdifestyle research
has been carried out for several decades, pusbimgentional approaches focusing
on social status into the background. Around thia of the millennium, lifestyle
research appeared in Hungary, as well. It was leranomentary segment, so no
follow-up research was done based on it. Howeuaeret are certain lifestyle
typologies that are continuously created and irtteginto other research (e.g. TGl
lifestyle research done by the Hungarian affilisit¢he Kantar Media Group).

Lifestyle research in Hungary has been conductlthgeon a great number
of attitudes, product categories and brands. lre sgithis, value orientation and the
consumption concept of certain lifestyle groupsaas clear enough. The transitions
between the individual lifestyle groups are notwno nor is it known in which
areas of consumption the differences between yifegjroups are the most or the
least conspicuous. The goal of this research éxpbore how much a special type of
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segmentation — lifestyle-based segmentation — eansed in a Hungarian market
setting.

2. Background

Traditionally, marketing classifies individuals bgtemographic criteria. This
technique can be easily quantified, but tellsdistbout the factors or the motivation
behind the consumption of group members. Its ptediccapabilities can be
improved by including groups-specific sociologieald psychological factors in our
investigations (Plummer 1974, Wells 1975, Veal 19Ri8zer 1996, Corrigan 1997,
Vyncke 2002). Research carried out in the USA areséfn Europe place most
emphasis on the significance of the involvemerisyichological factors (Ziff 1971,
Fenwick et al 1983, Edris—Meidan 1989, Fullertond®® 1993, Morgan-Levy
2002).

The notion of lifestyle in marketing was introdudag William Lazer (1963),
but the purposes of this research adopted theitiefirby Veal (1993, p. 247.).This
defines lifestyle as “a distinctive pattern of pmaral and social behavior
characteristics of an individual or a grofiph practice, it refers to how “the people
live and spend their time and money” (Kaynak—Ka@01). Lifestyle-based
segmentation is also called psychographics (Den@®4)l It wishes to stress the
importance of psychographic criteria as opposeghtbbesides purely demographic
criteria in forming consumer groups (Ziff 1971, \gell975, Bean—Ennis 1987).
Buying habits of individuals belonging to the sadsenographic or socio-economic
category may differ. To explore these differencasmore depth, it is worth
investigating the people’s lifestyles. In additidrmight also be adequate to perform
a psychographic analysis in such cases where athengegments set up based on
demographic criteria relevant differences in congtimn were found, because it can
help to explore the reasons for such differencestarunderstand the group much
better (Edris—Meidan 1989, Fullerton—-Dodge 1993nskg 2002). The more the
target group is understood, the more effectivecttramunication is with it and the
more adaptive the positioning is to their needsur(fPher 1974, Hornik 1989,
Chiagouris 1991).

Psychographic analysis can be classified into typeg, depending on how
complex the analysis of consumer lifestyles is. é@imensional” analyses look at
only specific key areas of a consumer’s lifestyte general, focus is on lifestyle
elements of particular products. The other typenisltidimensional” which seeks to
explore complexly defined general lifestyles thah dhave an explanatory force in
other areas of consumption. The former has thenitlefadvantage that it adapts
better to the analysis of a product than a geriéeatyle (Ziff 1971, Plummer 1974,

! This research is supported by the National Sdiemiesearch Fund (OTKA K 67803).
2 For further definitions see: Lazer 1963, Horle®29Chaney 1996.
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Wells 1975, Van Auken 1978). But, since this paific research is exploratory and
analyses broad lifestyle groups, it was decidedtmdtvestigate one-dimensional
typologies.

Measuring lifestyle was always a great concern. Qiine earliest forms of
lifestyle measurements is conducted by Wells é&Ti¢l971), who named AIO
rating. AlO rating looks at how the people examirspend their time (Activities),
what they place importance on in their immediatecsundings (Interests), how they
view themselves and the world around them (Opiniorithen, some basic
characteristics are added, such as stage in lif& dgcome, and where they live
(Plummer 1974). Other methods were made up th&tatues into consideration,
although these methods weren't suitable for thestifle segmentation per se
(Rokeach 1973, Schwartz—Bilsky 1990). Values aresildble, trans-situational
goals, varying in importance, that serve as guidangciples in people’s lives”
(Vyncke 2002, p. 448.). Some of the best known edlased methods are VALS
made up by Arnold Mitchelle, and its more popukdefined form VALS2, which
deals with personality factors as well (Reece 1$8th 1986). Kahle’s (1983) LOV
(List of Values) — which cannot measure lifestylr ge — is an effective way of
measuring values and it can be a useful contribiot@sychographic measurement.
Novak and MacEvoy (1990) found that if demograplaciables are added to the
LOV method, it proves to be a better choice. Tlaliscattention to the fact that
although methods containing psychological elemeayive a deeper insight into
segments, this does not mean that efficiency ofadgaphic criteria in a thorough
research can be forgotten. Speaking of lifestylebdasegmentation methods, the
Sinus Milieu model needs to be mentioned, whichpisnarily employed in
Germany and Austria.

The practical application of lifestyle-based segtagon is especially suitable
in marketing communication, the market of leisuctivities, Internet advertising,
apparel marketing and banking, and even in the pmofit sector — e.g. for
museums. Knowing the lifestyle of the target groopn assist marketing
communication to approach consumers with apprapriaessages through the
channel that suits the segment the best (Edris-aniel®89, Vyncke 2002). In the
leisure activities market (Green et al 2006), msstin banking (Peltier et al 2002),
apparel marketing (Richards—Sturman 1977) or musewamketing (Todd—-Lawson
2001), it is important to know the lifestyle of otarget market, so that suitable
recreational or cultural activities can be offetedhem. Investigating e-commerce,
Yang (2004) found that attitudes to online purchasevhich a consumer’s lifestyle
may refer to — crucially influence the efficienclyroarketing communication on the
Internet.

Speaking of applicability of lifestyle research lungary, it needs to be
briefly mentioned to what extent domestic condisi@ifect the applicability of the
method. From a social viewpoint, Hungary differsnfr the above-mentioned more
advanced countries since the rate of poor peopleigker, the middle class is
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smaller and less differentiated, and its standdrtivimg is far behind that of the

Western middle class. Compared to Western countiies level of discretionary

income is much lower. There is good reason to asdhat these peculiarities of a
transition economy are deepened by the recens c@isinsequently, experience from
previous research (Utasi 1984, Fabian et al 19@8klds 1999, Hankiss—Manchin
1996, Hofmeister-Toth 2003, Hankiss 2005, Németlale2007) suggests that in
many segments, price fundamentally influences aoeswulecisions; therefore the
determining power of their means may distort omesgppress the effect of lifestyle
characteristics on consumption. Under such circant&s, Hungarian lifestyle

research did not primarily appear as a result ef meed to explain domestic
consumption trends, but due to international infltee Principally, research

explored the relationship between social status léestyle. This alone raises the
question of what explanatory force lifestyle typgpks have and whether it is indeed
outdated to analyse consumption patterns basedaditianal socio-demographic

characteristics in Hungary. Our research aims tedtigate, with a scientifically

valid method, to what extent and how lifestyle-lshsegmentation can be applied in
this market.

3. Research

Research method. Considering the above antecedmeruscircumstances, the
following research objectives have been set:
— reveal lifestyle segments,
— investigate the transitions between lifestyle ggup
— unfold the consumption-specific value orientatidifestyle groups,
— examine the connection between the social statss, lifestyle and the
consumption,
— investigate the role of brands in particular lifgstgroups — how much the
social status of the groups relate to brand usage.

Basically, the goal is to find the answer to thegiion what explanatory force
lifestyle typologies have and whether it is indeeddated to analyse consumption
patterns based on traditional socio-demographic atadus characteristics in
Hungary.

To answer the above questions, a two-step resgmttbrn was launched.
Kamakura and Wedel (1995) noted the problem oftlgnguestionnaires, typical of
lifestyle research. They suggest using the methiothitored interviewing as a
solution. Therefore, in the first step, informatieras gathered through in-depth
interviews on everyday activities and consumptibpenple belonging to a lifestyle

group.
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In the second step, using the findings of the tatale phase, regionally
representative research (with control sample frtwn ¢apital) was conducted to
identify the quantitative ratios of the correlasatiscovered.

3.1. Qualitative research

The in-depth interviews focused on five main argasduct and brand usage of
consumer goods, cultural and leisure time actijtiese of various services, use of
higher education as a service, financial services iavestment activities. Ten in-
depth interviews were made in each of these groups.

The key question of the qualitative phase was tbneleand recruit the
research target group. A recruitment questionname devised which — based on
education or product and brand usage — screenegamut people with very low
incomes. In recruitment questionnaires, four qoestiin each group explored
product and brand use as well as financial position

The general structure of in-depth interviews wasganized to take special
features of the examined topic into consideratidmich resulted in slightly different
interview guidelines for each topic. The structofein-depth interviews was the
following:

1. Principles of way of life, personality.
Here, the subject talked about the goals s/hevislland the principles s/he adheres
to in life.

2. Relationship between personality and the examniaea (for example

higher education).
The subject’s opinion on how s/he judges the ingrar¢ of supply elements of a
given area. Supply had to be split into two grouple first one included the
elements which are naturally part of our everydfgy Wwhereas the second included
the ones that may give special pleasure and thiedesf success to the consumer.
Finally, it was asked of each of them what diffeeethey perceive between the joy
from consuming products and the joy from making afsgervices.

3. Relationship between lifestyle characteristitd the examined area.
The sources of the elements of the examined aas@ath extremely important in the
subject’s life like products or services deemed dngmt by the subject. It was
investigated the role of environment in affectingcidion-making and the
dimensions of perceived risk and brand loyalty.

4. Description of a subject’'s own consumption f@iven area.
The subject had to tell about each (about 20 nsalpply element of a given area,
and how much a product or service plays an impogart in his or her life. Then
s/he had to classify him- or herself into one & 8hconsumer lifestyle segments
explored by TGI Hungary’'s previous research (TGD&O0 Finally, the subject
positioned his or her family on a four step scalsdul on their financial situation.
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All the respondents in the in-depth interviews havgainful occupation; the
data on their age and education are illustrat&chbrle 1 below.

Table 1.Qualitative study sample

Secondary leve]  College or
education university degree
Women aged 26-35 6 people 4 people
Women aged 36-50 10 people 7 people
Men aged 26—35 5 people 8 people
Men aged 36-50 5 people 5 people

Source:own construction

Personality and consumptioifhe majority of the interviewees said that it is
mainly personality and individual preferences tdatermine what criteria they
consider when deciding on the importance of a pbdu service. Almost all the
interviews explicitly showed that all these are agise limited by discretionary
income. They have to think through what they realbed, and once they have
purchased these and if they still have some remginioney to spend, they may
begin to think what special things they long foneh "...they choose from what they
can afford". There is a wide array of special paiduand services that give the
feeling of success: buying perfume, good food,str{pot necessarily abroad),
hairdressing, consumer electronics, or a car. €gpanses include ones that say that
a purchase gives the feeling of success when “lageato buy a curtain at a rock-
bottom price, or reupholster two armchairs thaemthwvould have already thrown
away” — or among leisure time activities the spleniees are those that require some
extra preparation — theatre or camping. As for stwent products, there was a
respondent who categorized share purchase as Isfig@a though our recruitment
questionnaire filtered out people with a limitedame, “average” consumers also
find their disposable income definitely limited.

Principles of way of life and personalitjpart from a home and a car, none
of the respondents mentioned concrete materialggaatbng their main goals. The
most important lifestyle principles (and factorstedmining the quality of life)
included founding a family or security for the féynisuccess in job (regardless of
age), health, material security (where they doahtys have to think of when the
their next salary arrives). Money “should be arrim®ent, not a purpose”.

Relationship between lifestyle characteristics #mel examined areas for
consumer goods, the overwhelming majority of ogpoadents said that the opinion
of the environment have almost no impact on thieiee, and they exclusively rely
on their needs and taste ("I don't care what othess) — which is greatly in
contrast with the behaviour that, in our opinianmost characteristic of a great part
of society: (“that's the way we are... many peoate like this: if others have it, |
should have it as well.”) Almost everybody thinket “snobbery” and “showing
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off” is only a characteristic of others. For makinge of cultural and financial
services or spending free time, it is admittedlyrenonportant what others think.
The feeling of community with those who chose thme provider or product is not
typical. As for brand loyalty, satisfaction is mdetportant with the majority of
respondents — satisfaction with a positive expegemight be enough for loyal
consumers to hold on to a brand. Price, howevagsph decisive role here as well
because “when | switch a brand, price predomindgésitely.” When satisfaction is
lowered, the perceived risk of switching is notiaaportant deterring factor, either
from the point of view of products or service pieis.

Description of subject’s own consumption for a giagea There is a great
variety of products/services where brands are itapoto the respondents — dairy
products, household and chemical goods, hygiengugts, perfumery, electronic
goods, mobile phones, cars — currently no categoap be highlighted.
Interestingly enough, the majority of our resporidechose the same segment
when asked to classify themselves into one of éstiie segments. The major
characteristics of their lifestyles include thagéyhare quality— but not brand— or
fashion-oriented, family- and relationship-orientdémanding of themselves and
their surroundings; work is important to them; theye challenges but avoid risky
situations; they are deliberate; have good monayseseand reject traditional
discrimination of male and female roles. This tgpichoice greatly supports what
was concluded during the interviews, but also makesfficult to explore the
explanatory role of lifestyle groups.

3.2. Quantitative research

Based on the findings of the qualitative phasentjtadive research was conducted
in the second step — using a sample from Southemgaty and a control sample
from Budapest. The quantitative research aimed dentify to what extent
segmentation with lifestyle characteristics is maf#ective than conventional
consumer segmentation based on socio-demograytizrga

In the questionnaire survey, the sample was seldoden Southern Hungary
(and a control sample from Budapest), ages betvi@iand 75. The collective
sample was selected from an address list usingtaragtic method and each subject
was personally interviewed. All in all, 2,690 pedinswered, of which 58% were
women and 42% were men. Respondents were askatsteernquestions in three
blocks using a Likert scale. The first block explbtheir attitude in relation to work
and the way they usually spent their leisure tithe; second block identified their
consumption habits and the third one, their atéittwl brands. In the first step, the
goal was to reduce the number of variables thrdagtor analysis. In the second
step, eight segments with cluster analysis wergndisished by involving all the
variables and factors.

A factor analysis was conducted for each of thedhblocks mentioned
above. The factors were chosen according to theneajues (it should be above 1.0
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for each factor) and to the total variance explaifieshould be above 60%). As for
work- and leisure time related variables, two fextoould be distinguished that
jointly explained 63.24% of the variance. The fiiesttor (F1) includes variables for
going out to a restaurant, travels abroad and &didn exotic places — all these
indicate a high standard of living, or, as it weaénoble” lifestyle. Thus, this factor
was called “upper middle class life”. The seconctda (F2) examined listening to
classical music, going to the theatre and an istenearts, so it was termed "cultural
interest".

Within the questions regarding buying and consuompgatterns, five factors
were distinguished that explain 62.8% of the vamanThe first factor (F3)
correlates with hunting for low and special prig@sbargains and with careful
economizing on the money devoted to shopping. There it may be called
“aspiration for economic effectiveness”. Unlike thievious one, the second factor
(F4) implies a joyful buying experience and is etderized by impulsiveness and
emotionality rather than a careful purchase. Fisr rsason, this factor was labelled
“impulsive purchase”. The third factor (F5) corteks with variables of branded
product purchases, so this was called "brand pesechd@he fourth factor (F6) is
“advice on purchase", which means asking for antkiving advice before a
purchase. The fifth factor correlates only withregke variable, thus handling this as
a separate factor will not facilitate interpretatio

Within the brand choice block, 64% of the variamsing three factors was
explained. The first factor (F7) shows a relatiopshbetween the brand and the
consumer’s personality, thus we called this “bragchbolism”. The second factor
(F8) correlates with the statements according tachvithe quality of branded
products is better than average. This is the dedtdbrand quality" factor. The third
one (F9) is “keeping up with fashion” involving tipeirchase of toiletries and the
influence of fashion.

After the factor analysis, the sample was divida&td segments using cluster
analysis (for details see Table 2). When deterrgitire number of segments, one
important aspect was for them to be inwardly homeges — accordingly, several
smaller but more unified groups should be creatstead of some large “cover”
segments. Also, the goal was to create a manageabiber of markedly different
clusters. According to the significance test, tliffedences between these clusters
were significant.
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Table 2.Factors and the clusters (Mean of the five poikeltiscale)

Ward Factor | Factor | Factor | Factor | Factro | Factor | Factor | Factor | Factor
Method 1 2 3 4 5 6 7 8 9

Segment )] 1,68 3,12 1,57 2,36 2,04 2,32 2,33 2,34 3,18
Segment 2,19 3,26 2,23 2,86 2,72 2,78 2,96 3,72 3,50
Segment3 2,61 3,23 1,95 3,04 2,33 2,90 2,66 2,15 3,09
Segment4 2,05 3,17 1,62 3,46 2,32 2,70 2,62 2,09 2,56
Segmenty 3,40 3,49 3,18 2,86 3,28 3,54 2,78 4,09 3,26
Segmentq 3,00 3,25 2,34 2,93 2,71 3,14 3,34 3,23 2,87
Segment7 3,49 3,67 2,10 3,22 2,48 3,91 3,29 2,61 3,19
Segment§ 1,48 2,58 1,29 3,62 1,90 1,67 2,40 1,40 2,15

Total 2,54 3,26 2,10 3,02 2,54 2,95 2,87 2,86 3,03

Source:own construction
Taking the above into consideration, eight segmemet® distinguished which
can be characterized as follows (Maps were usedlustrate the differences
between the characteristics of the segments. Figsh®ws one example):
Figure 1.Lifestyle characteristics of the segments
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Segment 1: Those seeking inner harmony (8,4%)

They reject materialistic values. They do not wéosk money; they are not
motivated by financial means and their lives are driven by consumption. They
find leisure time more important and focus on invedues. The consumption pattern
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of this segment is very difficult to interpret irerins of socio-demographic
characteristics. The group’s value orientation foven by lifestyle variables
(emphasizing inner values) which can explain whgythttach little importance to
consumption, brands and their symbolic content.

Segment 2: Quality-oriented intellectuals (19,2%)

This is a quality-oriented intellectual group tletdeavours to do well and
decide well in most areas of life. They searchtfar best solution and high quality
in their purchases. When doing so, they rely oiir thhn value judgments and do
not accept the quality suggested by the brand gsgirely. Owing to the high status
of this segment, they are not forced to considaepas a primary factor; they can
afford to choose a product based on their high espiens. But lifestyle
characteristics are necessary to see the geneahygorientation of this segment,
which can be witnessed in all possible areas.

Segment 3: Those relying on their own values (13,3%

This segment seeks to manage its — in many respietted — means as well
as possible. They wish to fulfil themselves antbfeltheir own values both in terms
of their lifestyle and consumption patterns. Theyd to stick to what works best for
them and are not very open to new possibilitiese Twer status of this segment
explains their lower level of consumption, sincetlry to economize in all areas of
life. Based on their lifestyle characteristicssteegment seems to be slightly closed
and ethnocentric.

Segment 4: Lower status workers (14,9%)

This segment includes workers that struggle faviag and whose energies
are almost entirely taken up by trying to maintairmoderate standard of living.
Their needs have adapted to their means; they @éeided on the price and are not
really quality-conscious or functionally-minded. Maf all, their consumption can
be construed based on their lower status.

Segment 5: Hedonistic youngsters (10,4%)

This is a group of active and open youngsters whoydife and try to make
the most of it. They look upon their lives as at sfradventure. They have taken
advantage of their opportunities and reached a kigfly status that allows them to
enjoy high quality consumption. They are interesteall areas of life; they are
open to new things; they follow fashion and chobsands based on not only
functional but also symbolic factors. They look faroducts that best suit their
personality, thus realizing the uniqueness andigiga which is so characteristic of
them, through their consumption.
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Segment 6: Categorizers (17,8%)

This is a group of consumers with a relatively hightus who want to lead a
quality life according to separate categories. Thesns that they work hard so that
they can afford this high quality of life, while kiag sure that they can devote a
sufficient amount of quality time to another catggof life, like entertainment or
leisure time. In the same way, they clearly sepasabpping for food, which they
find less important and boring, from purchasingckes that they consider more
interesting; as these are mostly men, this categmgumably comprises electronic
goods. With the former, they do not care aboutlttend, whereas with the latter
they find good quality products and well-known lanmportant and are happy to
ask for advice before such purchases.

Segment 7: Those driven by outer values (10,4%)

This is a low status segment that wishes to emphadisat which is contrary in
its consumption patterns. They are highly brandwigd and prefer brands with a
high prestige that can positively affect their othise moderate status. They make
their decisions based on other people’s opinionsd, well-known brands provide
them security both in terms of quality (being ampartant dimension of their lives)
and through recognition from others. At first glanthe consumption and socio-
demographic characterization of this segment sebwilyvincompatible. Not even
lifestyle characteristics can help this very mu8ly. carrying this inconsistency
further, their ostentatious consumption, being mhest important feature of this
segment, becomes clear. In this way, it is thaitustthat explains their consumption
pattern.

Segment 8: The seniors fallen behind (5,6%)

This is an elderly impoverished stratum living be £dge of the poverty line.
They regard consumption purely as a means of gehss. It is for them a constant
battle for lower prices. They are closed and rejest things in both their lifestyle
and their consumption. The consumption of this sagns clearly limited by its low
status. Lifestyle characteristics add to this pietoy shedding a light on the aversion
of this segment to new things, which can also lieessed in their consumption.

4. Conclusion

The results of this qualitative research pointhe assumption that in an emerging
economy, prices and discretionary income are végna limitation for average or

slightly above-average layers of society in chogdmom products and services or
brands. This factor, and the fact that classifarainto lifestyle typology yielded a

remarkably homogeneous result, indicates that duréxploratory research can
contribute to a deeper understanding of the phename
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The analysis of the quantitative data leads tocdimclusion that the eight
clusters, even though they overlap in certain dsiwrs, clearly separate from one
another and show an acceptable degree of inner d¢remedty. However, it is
important to note that these clusters can only bedufor multidimensional
interpretation, since it is through examining theoke that it can be identified how a
cluster differs from those that are near within anehsion. There is an
interdependent relationship between status, consomand lifestyle. Well-founded
results can be obtained when the three areasiatly joterpreted.

In certain segments, status has proven to be andminfactor determining
consumption. This is especially true for lower g$atwhere the income limit largely
determines consumption. In these cases, the irdtuehlifestyle is rather restricted.
The influencing role of lifestyle has proved to bepecially important when
analysing the consumption of the middle class. This line with the international
experiences on the possibilities of using lifestyésed consumption in
segmentation. In these cases, status draws a rathgue conclusion on
consumption, while lifestyle has a good explanaforge. It must be noted that the
middle class, being typically broad in advancedntoees and which has called this
kind of segmentation into life, is rather narrowHiingary and, based on current
trends, continuously shrinking. It poses the qoestigain about what the main
dilemma is of investigation.

5. Limitations and further research

When using lifestyle-based segmentation technigeegeral limitations have to be
considered. By employing this method, the goabislitain segments which are not
only distinct, but also homogeneous within. Theseditions cannot always be met
by the psychographic method whose limitations hheen explored by many
authors (Wells 1975, Edris—Meidan 1989). Among lihetations of the method,
Fenwick et al (1983) note that there are no statizieal methods for developing
psychographic items, thus, it is difficult to limkfferent research and validation of
the established lifestyle segments is problematiweill.

Research is still continuing on this aspect. Rglyan in-depth analyses —
including focus group discussions and further qtetinte research — the goal is to
give a more precise answer to the fundamental igmesh whether lifestyle-based
segmentation can be applied at all in this counagyd if yes, within what
constraints. Or, as a result of the powerful lithtias of discretionary income, is it
more efficient to choose status as a criterioreghsentation?
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The role of collaborative filtering in marketing

Zoltan Maj6 — Baladzs Révész

In the past few years, there have been many lectane articles about products that sell
well via the Internet. Books, CD’s, videos, commutend home electronic devices are
among the items found on current bestseller listd an the shelves of the largest online
stores. There are tools available, as outlinedhis fpaper, that can aid the efficient online
marketing of these products and the sales of tltasebe supported using recommender
systems. The collaborative filtering technique oatfescribed in this research paper, has
been employed by market leading US dotcom compuaiitlegyreat success in recent years.
Because of said marketing success, the appearahEeiropean recommendation systems
can be anticipated very soon.

Keywords: collaborative filtering, recommendatigrstems, CRM, online marketing

1. Introduction

The theoretical foundations of recommender systeave been known for a long
time in everyday business practice. An example ebramon recommender system
is “The Chef's Favourites” on a restaurant menwamrexpert’'s article on services
provided by car washes. It is customary to findoremendations on the covers of
books while browsing through the shelves of a bboks In the literary works

business, famous people (reviewers, analysts, §igts, editors, etc.) are often
called upon to review a book, thereby helping dluancing customers in their
choice. This recommender technique has been aanapplied marketing tool in

the business world for a long time.

In addition to individual and expert recommendatiechniques, community
recommendation tools are also known in marketingctice (Nikolaeva—Sriram
2006). To be able to isolate and use these toolgash number of consumer
preference data are quantified, systematized amoh thut into an easy-to-
communicate form. Commonly speaking, this is théhme of top lists or popularity
ratings which are present in all channels of theiméfiims, books, sales and hit
lists in music). These recommender techniquesgeithdividual or community-
based ones, are common tools of mass marketingettawthe question is how to
formulate individual offers from individual preferees and whether it is possible to
develop recommender techniques into recommend&sgs

Perhaps one of the best known among the commuitety gsing a web-based
collaborative filtering process is MovieLens (wwvawelens.org), a personal
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movie recommender, which is a good illustrationhafv collaborative filtering
works.

To be able to use this system, online registraisoneeded in which users
have to rate films that they have previously sedarnthis case a 5-grade scale is
used). Then the system compares the ratings (ugers profile) with those of other
users and tries to contrast the profiles. Basicddly using the movie ratings, the
system looks for the closest neighbour who is rsostlar to that particular user’s
profile. Of course, for a comparison of profilegediable scale is needed (Cosley et
al 2003) in addition to a program that makes matiable statistical calculations
(correlation calculus, a cluster analysis with gre)u(Goldberg et al 2001). In the
case of several thousand users, significant compegeurces are required to satisfy
the needs of masses (Cho—Kim 2004), since it isessgy to calculate the
coefficient of correlation in a large calculatioapacity. In a collaborative filtering
system, the data are compared in two dimensiornkidrcontext, overlapping refers
to the number of films that contrasting users east@d, and correlation indicates
how similarly those particular users rated thobedithat both had seen.

Ideally, if a particular system has a sufficientmier of users, there will be
user groups within which both correlation and ompping are high. A high
correlation value (~1) suggests that the same apiisi held. A high overlapping, on
the other hand, means that same opinions are oioteintal, considering that they
are based on a large number of data.

2. Collaborative Filtering Solutions

Algorithms in collaborative filtering can be couglevith various IT solutions
(McNee et al 2002). There are manual collaborafikering systems, in which
people make or ask for such recommendations, utmhjority of commercial
applications work as automated systems that colktore and analyse customer
preference data; they look for customers with dlaimtaste and recommend certain
products using the obtained data.

Collaborative filtering systems depend on a sitlgieg: customer preferences
(Riedl et al 2002, Huang et al 2007). These custgreferences not only reflect the
taste of individual customers but — indirectly -eythalso create the set of data
needed to determine the closest neighbours. Thaaeade transaction data gathered
during shopping; besides basic sales data (like 8haurchased or when or at what
price), online sales are also concerned with howhmtime users spend on a
webpage, what they view, what they print out, whaly save or even how they rate
certain products.

Once ratings and/or preferences for a particulasemer group have been
obtained, collaborative filtering techniques cagibebeing used. Going back to the
above example, the system can also give recommiendads to whether a given
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film is worth being seen or not, but there alsociwice for result in which
recommendations can be obtained from the systehoutiany intervention.

Taking these different approaches into considaratimhn Riedl and Eric
Vrooman identified three large groups of recommersystems, and based on their
functions, they distinguished three different dodleative filtering techniques: pull-
active CF, push-active CF and automated CF. Siheethliree systems generate
different inputs, sometimes all three might be uatethe same organisation or on
the same website.

2.1. Pull-active CF

With pull-active collaborative filtering applicatig, the user is an active participant
of the process in which the system creates recomatiems (based on queries)
according to his or her request. This recommend®ksvby knowing other users’
preferences or personal interests within a commurahd while looking for a
solution to a problem or task, a search is madeofioer people’s suggestions and
remarks.

The first, widely-known computerized collaboratiéering system was
Tapestry. The primary goal of Tapestry, developgdXbrox PARC as a research
project, was to set up workgroups to help find adtich articles (mainly on
electronic bulletin boards) are worth reading. Jssfr Tapestry could add remarks
to an article and other users could make the syseanch for those texts that
fulfilled certain criteria, e.g. key words of artiele (using information retrieval and
filtering), other people’s remarks or what otheidith a particular article.

2.2. Push-active CF

In typical business life, emails are often forwardsith nothing other than an
abbreviation of FYI; to others that one might thim&uld take an interest. Frequent
internet users have undoubtedly been added to avamls in which jokes are
forwarded to friends and acquaintances that iddwle the same sense of humour
as they do. PUSH-ACTIVE CF follows this principlthat with the help of a
programme, users can simply recommend (push) tleemation to others if they
find it interesting or useful. The first CF protpty of this kind was developed by
David Maltz and Kate Ehrlich at Lotus Research.

2.3. Automated CF

The major difference between automated CF and P&IBHPULL active CF is that
while the latter are applications requiring humateivention, automated CF gathers
information on user preferences; it compares amti/ags them and then sends them
to users (Ahn 2006). A pioneer in automated CFrieldgy was GroupLens.
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3. Collaborative Filtering on the Internet

The Internet has opened up new possibilities fagnsists, economists, politicians
and any other users who can access the worldwide imethis non-hierarchical
network, more and more information is accumulafiemtiay, it is better not to type
in the words “marketing conference” into the sediell of a search engine because
it might take more than a week to look throughtladl links (at the time this article
was being written, Google showed about 5,040,008s)i Thus, there are two
factors that must be coped with these days whamukie Internet, the abundance
and the reliability of information. Some years adbe top management of a
company was still able to read through a brochorapiled by a press-monitoring
agency every day. Today it is a daunting task yadrprocess the contents on the
Internet, no matter whether it is by keyword seanchjust product information.
Even when time and energy are not at issue, tisesgllithe problem of the quality
or reliability of the information that is found dine web which is rather difficult, and
sometimes even impossible, to control. For exantpkre is an industrial company
employing several hundred people, on the websitesto€h there has been a job
announcement for a sales manager’s position fagrakwnonths. In this case, it is
fairly difficult to decide whether they have nottyeanaged to fill this position or
they have just forgotten to update their site. Wiaat we do to solve this problem of
information filtering and retrieval? Where can wedfhelp?

Collaborative filtering techniques might be useifulorder to use not only
keywords, but also topics, quality, taste or fietddgnterest to determine the theme
of a website. One of the major advantages in dbuminess on the Internet is that
there is a two-way interaction between the visaod the website owner during
every visit. While browsing the information publéh by a company, visitors
constantly give information about themselves (Vamagwe 2000), though not for
the general public, but for the owner of the sitdormation is obtained when a
visitor asks questions, places orders, fills irgistration form or a questionnaire, or
writes to the company or a discussion group ab@ubhher opinion of a product or
a particular situation. Additional information isbtained by making statistical
analyses of visits (e.g. analysing the log file)ickhprimarily helps form a logical
structure of the website and measure its popularity

To sum up, automated collaborative filtering isdzhen data obtained from
former interactions between an individual and tisteam. In their simplest form,
automated collaborative filtering systems keepktmafcevery item that a user rated,
including the fact of how much he or she liked Subsequently, based on the
similarities in consumer tastes, the system caleslavhich consumers could
“predict” others’ taste. Eventually, it tries tocmmend new products using these
predictors.
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4. The Role of Collaborative Filtering in Marketing

With the help of group-based, information-filterirand recommender systems
described in this article, the sale of particulanducts can be transferred to the
Internet, not to mention the potential increasedtes volume through cross selling.
Recommender systems can make sure (primarily yf #ne based on the technique
of group-based information filtering) that visitcasd customers not only consider
buying products they originally planned to buy, blgo have the option to shop for
other - either closely or less closely relatedsamnetimes even unrelated - articles as
well (Winoto—Tang 2008).

In the past few years, online sales and e-commeawe begun to develop
very rapidly. Everybody interested knows that alimak fast moving consumer
goods (FMCG) can be ordered on the Internet todayever, there are only a few
business-to-consumer (B2C) solutions that careaf@rofessional presentation of
their products and services. Very often, photosnaissing in web catalogues or the
pictures of the articles are placed in a sepaigitgure gallery”. At the present level
of development, it is difficult to find an onlindh@p where, apart from an “Add to
shopping cart” function, there are additional feesuthat help customers in their
shopping (e.g. detailed product descriptions, brapydvarranty conditions, etc.).

For online marketing to become more efficientsitmportant to make experts
aware that the inputs on a webpage coming viarttegriet are not just a set of data
consisting of the binary combination of 0 and leylare not even just statistics or
log files that are only valuable to IT experts aydtems administrators, but rather
an imprint of visitors’ and customers’ behaviourilgddReutterer 2003). There are
humans sitting at the other end of the net who hadesidual preferences and
expectations. The conscious information supplyimgl @athering behaviour of
visitors, as well as their self-expressing condacg interesting to us because by
knowing these, a selection of the target group @ositioning takes place and is a
precondition to successful marketing activity. imfi@tion on the target group such
as implicit inputs obtained from visitors’ and cuskers’ behaviour (e.g. statistics,
log files) and explicit inputs (customer ratingscommendations) is indispensable
to formulate offers and to use various tools ofhpotion.

Yet, it is not only mass media offers that the iné makes possible.
Individual visitors can be targeted with persoredizecommendations if there is
sufficient data on their personal characteristmsichase history, preferences and
records of the behaviour of users who are similahém.

The first step that separated sales and marketng @ompany activity was
the appearance of mass marketing. With such prmfueind sales volumes, the
mass media became the primary tools of promotiopdrguading customers with
advertisements to purchase a product at a latert pditime. Due to the media
explosion that occurred at the end of the 20thwgnthe tools of mass marketing
could become more sophisticated as well as theoagicncost/benefit principle
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applied in marketing. Target group selection andnsntation according to
demographic features (income level, age, sex, mality, religion, place of
residence, educational level) has become localikiedv an advertisement can be
made for young women and it can appear in a magattiat they read, and a
separate message can be sent to highly qualified andarge families can be
reached through a film channel for the whole famegmentation has reached
mailing lists on the Internet as well; different ssages or offers can be sent to
smaller groups. Instead of an initially generic sagg, people get messages that are
suited to them better and closer to their actuefigpences.

However, marketing based on demographical dataithdanits. In reality,
people cannot be clearly assigned to such simpégycees. Almost simultaneously
with the advance of technology, two things happen€dstomer relationship
management (CRM) software and computer databases inpossible for the tools
of one-to-one marketing to evolve (Allen et al 208Andikdé 2009). This kind of
marketing model was first presented in PeppersRougers’ The One to One Future
in 1993. In this book, they tried to treat custosnerdividually by tracking and
remembering their preferences and then, based mhgse transactions (see mass
customisation), a company’s range of products atsd special offers, new
recommendations can be made (Peppers—Rogers 199@3erR et al 1999). At the
same time, in the second half of the 90s, the wodd web and the advance of
printing technology brought about cheaper delivagchanisms. Unlike shops, the
Internet is now able to present every user witheesgnalised interface and offer
them customized products. Being that writing sofevand information technology
itself involve relatively high fixed and low varikcosts, it means that a new visitor
to a website entails practically no extra costsngeffective custom printing, every
customer can be sent a more or less individualcagdlogue, newsletter, voucher
booklet or offer. Today’s level of technology haeh enabled to retrieve customer
data (data mining, CRM, business intelligence) tangpen up a customized channel
of communication to users through the Internet (Ble2000), so the only need is to
know what specifically to recommend.

One-to-one marketing relies on data about individusstomers found in
databases and on human processing of product iafamm In order to define what
offerings or products should show up to a custorespecially if there is a broad
clientele, additional resources are required.

This is where automated recommender systems peally useful as they can
help attain the objectives of one-to-one marketinth their precisely customized
methods (Kandik6 2009). Using recommender systemsustomized marketing
campaign can be organized for even a customerdmassisting of several hundred
thousand people; no matter whether it is for wesedssales, cross selling by phone,
an e-mail or a mailing campaign.
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5. Inputs and Outputs in Collaborative Filtering

In their book, John Riedl and Eric Vrooman distiistped three input types (explicit,
implicit and community) and four output types (seggon, prediction, rating and
review) of collaborative filtering. The model-likese of this classification and
business intelligence systems can be a basisrf@arketing management process.

5.1 Inputs types

Explicit and implicit

In this context, an input means that customersesgtheir preferences. These
inputs can be either explicit (inputs that requingyers’ active co-operation) or
implicit (inputs received from the natural behaviafi a customer as observed on a
webpage). The most common explicit inputs are gatine. quantified or symbolic
evaluations of a product; keywords/attributes, Wwhiefer to the expressed personal
interest of a customer; and profiles i.e. persaiah supplied by customers during
registration. The most frequent inputs are purctéstery and browsing data. From
purchase history we learn which products a custofoend valuable, whereas
browsing data (including products and informatieevwed as well as goods put into
the shopping cart) help identify the current inséseof a visitor.

Community

The other inputs reflect the community. These idelpurchase history, the
average and statistical indices of individual rgginas well as reviews written by
others. Products are often classified based ons daes and ratings that are
characteristic of the entire community (e.g. films books according to genre).
Popularity indices, such as ticket sales or bdstskdts, help customers see what a
community appreciates.

5.2 Output types

Suggestion
The simplest output type is suggestion which ingslvmentioning or
presenting a product without stressing that it abus a sort of recommendation.

Prediction

In addition to simple suggestions, certain systeamspredict in a quantitative
or symbolic manner how much a customer will likep@duct (e.g. the movie
recommender above).

Rating and review

Some systems even allow customers to view thega@md reviews of other
shoppers thus community inputs can turn into ev@moga and reviews. This is
especially common in such cases when several pt®dhave to be rated.
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Amazon.com, for instance, encourages its custotoenae books and write reviews
(explicit input). Then this information is made dahble to other customers as well.
EBay asks sellers and buyers to critically evalusaeh other (explicit input).
Finally, these evaluations and reviews are sumnpedou those who wish to do
business.

6. The Spread of Collaborative Filtering in the USand Europe

Among the flagships of online electronic retaile thmerican companies, eBay.com
and Amazon.com, have used recommender techniques agorithms of
collaborative filtering for years. Both content piders have now become global
players on the Internet, owning not just nationad anultiingual homepages —
thereby making their services distinct — but harafgssionalized one of the crucial
and fundamental ideas of collaborative filterinige tinvolvement of communities
(turn communities into content) as well. We do fiotd such a ‘blockbuster’ in
European business practice, although a numbermpanies and organisations have
started employing collaborative filtering technig(&US, Deutsche Telecom, etc.).

Studying business practice in addition to the gsdierand research-specific
aspects of collaborative filtering on the Interneinferences and studies dealing
with this have been found as early as at the enldeo®0s. From the point of view of
recommender systems, this period is of historicgldrtance since the first public
academic application (GroupLens), also found in boek of the two American
authors, and was officially launched in 1996 whiie first business solution (GUS)
was born in 1999. Simultaneously with US reseatdBesikeley and the University
of Minnesota, development programmes were stantélde European Union as well
as financed by the 4th Development Framework Progra for Research and
Technology of the European Union. In the form deinational co-operation, the
framework programme financed the development ofptery web-based software
systems called Web4Groups which aided the worleaims. As a result of this, an
experimental online voting system and a programroe dvaluating online
documents called SELECT were created.

The programme called SELECT, an article recommesgstem, developed
that was similar to GroupLens. While with the dewshent of GrouplLens,
recommending news and articles was in focus, theeldpment of SELECT
concentrated on evaluating webpages. At the beggnnisrouplLens users could
follow the ratings given by readers of current stifec articles. After a particular
user had evaluated several articles, GroupLensalwksto recommend him or her
articles that he or she most likely would be intézd in. Instead of scientific
articles, SELECT, which is still available on theshy specialised in documents
published on homepages and websites. Whenever aiteevg visited, its contents
can be rated on a 5 grade scale; other peoplégsatan be looked at and remarks
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can be stored on a given web-based document. Asttemof fact, this system is the
core of an online recommender system.

The method of GroupLens was used very soon on pademic sites in the
US like MovielLens, which became popular in the &aand was followed by
several sites, e.g. Zagat’s restaurant guide. Aliggrto our research, no such direct
business relationships can be derived from Select.

6.1. Online recommender systems in the consumaraécs branch

Examining the spread of the commercial use of enliecommender systems, it
seems an obvious solution to look for examples antbe companies trading in
consumer electronics products. Investigations hpweved that the areas of
recommender systems and collaborative filtering eamther varied. Through
research, US and European sites are compared ammerce carrying similar
product lines and analysed to the extent to whiely tise collaborative filtering. On
these sites, it was primarily examined what infru(icit, explicit and community)
and output (suggestion, prediction, ratings anderes) items appear on particular
pages. The subject of these examinations was lgadimpanies with an extensive
network.

One of the best known e-commerce sites of the wendvw.ebay.comand
www.bestbuy.com is one of America’s click-and-mogtore chains. With its chain
stores (in the Czech Republic, Denmark, Finlandn€e, Greece, Hungary, Great
Britain, Norway, Italy, Spain and Sweden), www.discco.uk is the site of
Europe’s leading consumer electronics retailer; wvitno-shopping.uk operates (in
France, England, Germany, Italy, Norway, Spain @weden) as a dotcom company
and www.fotexnet.hu is Hungary’s leading e-commesite

While analysing the availability of recommender teyss, we especially
focused on the following aspects:

— Are there any special offers displayed to visitors the entry page of the
online store that function as recommenders fordlmstomers who look for
immediate discounts?

— Is there a New Products section on the main pagéngeas a recommender
for those buyers who look for novelties?

— Is there a TOP section on the homepage (e.g. T&€Rrehics, TOP DVD's,
TOP music) serving as the basis for collaboraiiltering?

— Is there a rating scale for quantifying customenioms?

— In addition to popularity indices, is there a sact{e.g. “voice your opinion”)
for customers of certain products where they cateviiheir opinion of these
products?

— Do we find any services on the site that visitas ase to notify their friends
about a product by e-mail so that visitors can bexinvolved in selling the
product?
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— Are there any links to other brands or further ffevhich could help visitors
in their choice or to compare products? Does tgesy support cross selling?

If we analyse homepages in terms of recommendeersgs the results seem
rather varied. All dotcom companies in our surveg vtecommender systems but in
the case of click-and-mortar companies, functiongygssting the use of
recommender systems are minimal. The followingeatiiows the availability of
those elements that are important from the poinief of recommender systems.

Table 1.Inputs and Outputs of collaborative filtering apptar online stores

Bestbu Nitro Fotexnet
Store Y | Dixons (EVU)| eBay (USA)| shopping
(USA) (Hu)
(EV)
Inputs
Registration,| Registration,| Registration,| Registration,| Registration,
Implicit* history of history of history of history of history of
orders orders orders orders orders
Posmye and Quick rate 1| Quick rate 1
negative and
- to 10, to 5,
Explicit None None neutral
) consumer | consumer
rating, short .
reviews comments
comments
Community* No data No data Feedback Cc_)mpare N_u_mber of
score prices visits
Outputs
Top sellers, Best-selling
Hot of'fers, deal of the Featured Most articles of
accessones | yay, deal of ftems, popular, e- | the past 7
Suggestion | of products, Y spotlights . !
. the week, e- . mail to days,
e-mail to . on, e-mail to| .
. mail to . friends popular
friends . friends
friends products
Most- Average
Prediction None None | wanted-item| Estate agent| popularity
notifications index
Seller and
Evaluations buyer . Rating, Customer
. None None information, : >
and reviews reviews opinions
feedback
information

Note: *Conclusions could only be reach on applied impland community inputs from
observed outputs.
Source:own construction
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7. Power of Communities — Added Value in Collaborate Filtering

As already described in this paper, collaboratiltering involves processing the
information (interactions, ratings and reviews)eiged from users, finding the
closest neighbours and generating recommendations the above. Subsequently,
these user interactions might even develop intepeddent contents and the
Internet users themselves may become “algorithrhsbitaborative filtering. In this
way the basis for a new business opportunity istexe which is illustrated by the
initiative of a Dutch site called start4all.com.

Figure 1.Start4all.com — online knowledge base and recomatéerdsystem
- - QRB DI D-BT-E

3 StarMaII com EE R Search [ | Personal Links [i]

Google and others - | Addpersonal iinks
E’L“Chl "Weh Top 101 (<]

Antivirus startdall eorm acual Pleace Vote |

 Printers.startdall.com tp! T Music Genre . -

- . iReference T General [x]
dictionary - slang, translate

aaaaa

" Regional T General [ x]

 Resene Harny Pottert euly
“Worldwide Web Hosting $7.06
bt i SUB LA AL et ip

peugeot - models, ta;h[uss cly
porsche - all models. cly hg ra | dod
- - :

| I 1 . arower - seeds, greenhousesres
boardgames - games, clubs, shop - harnster - just
cardgames - bridae, hears, 0ok | koj- ¢lubs, news. links
casino - online, nnda} free - natur imat,education, wil

: = d, orca - watching, free willy&nbs
Benis - 2 i - oter, ingo, card zavere westher- fhe best ok

Source http://category.start4al|.com
Downloaded: 2 Dec. 2007.

If there is desire to buy a second hand car anevititds “second hand car” or
“car dealer” are typed into Google, the search mmgshows several hundred
thousand hits. In such a case, it seems more hapefio and visit the dealers than
to visit their websites. This is where digital datues can help in the retrieving and
filtering of information. Therefore, obviously thesatalogues have rapidly gained
lots of users. Although these start pages do nat lralependent contents, they have
become major starting pages in a number of cosniviagldwide.
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The system itself is made up of simple boxes: the page usually consists
of a single page containing several boxes. Eachcbaotains 5 to 15 links in a given
topic. From the News box you get to the most imgarinews pages while in the
Telephone Directory box you find online phone bedlitors. In the Timetables box
both local and international bus, coach and railtangetables are available. Each
and every topic is located in a separate box.

Today startd4all.com is like a global online ediébroffice with start pages
coming to life in more and more countries of therldioln Europe, 23 countries
have their own start page. Among them, Hungarygepaas more than a thousand
topics operated by a thousand “amateur” page adi®ome of them are fanatics
(u2.start4all.com), and many consider this theibldyo (modelcar.start4all.com)
while others hope to earn some money in this waifless.start4all.com) or just
want to tell the world about their job (antivirusug4all.com). Although motivating
factors are different, one thing is for certaireythintend to tell the world about their
community or field of interests and show their ogontribution to the worldwide
web. By now, startdall.com’s system has grown antall-fledged online knowledge
base with an editorial staff, editing principlesiaales policy.

8. Summary

Using recommender techniques in online marketimgardy bring success in selling
top books, CD’s, videos and home electronics goodkne. This marketing
technique could be a successful model for every-basded store including such
products as wine, chocolate or clothing. Recommetatdniques make it possible
for click-and-mortar companies to formulate comniyinecommendations (top lists
such as Wine of the Week) using the purchase dathe& disposal, and after
analysing user profiles, they can design persoffetso(using the method of closest
neighbours) for their customers.

Collaborative filtering techniques do have theirnoproblems. Quantifying
consumer preferences, designing suitable algoritanas privacy concerns raise a
number of questions where marketing still needstbanswers.
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The relationship performance in the field of unsrigr
industrial R&D cooperation

Marton Vilmanyi

To provide the long term success of the relatigrsietween innovative institutions — like
universities, firms and bridging institutions — i of key importance that regional
developments be focused on the dynamisation of l&dges centres and increasing
competitiveness. One of the elementary pillarshis bbng term co-operation between
innovative institutions. In this case, focus isgald upon the success of co-operation and two
questions are asked: How can the projects withenab-operation be successfully managed
and how can a co-operation containing differentgas of projects be managed? Research
conclusions are still ongoing with the latter quest The economic results and benefits from
the university-industrial R&D co-operation are ctbaexplored and presented. Therefore,
the approaches which describe the performance @futhiversity-industrial co-operations,
highlighted by the discrepancy of the different raaghes are analysed. On the basis of
qualitative research, a motion is made of the adhijity of the discrepancy resolving
performance model.

Keywords: university-industrial co-operations, riétamship performance

1. Introduction

The capacity and manageability of relations betwagimersities and industries has
special significance in the age of heightened stidpo such co-operative research
and development (R&D). Relationship performance th@ economic advantage of
co-operation between organisations — appears ameept enjoying rather large
interest in the concerning literature. Relationgh@pformance appeared as the “by-
product” of relationship marketing and managemeratyses in the 1990s, while at
the time of the millennium, results of analysesyéting factors impacting the
capacity of relationships started sprouting evesgh

The objective of this paper is to present the siédieis, along which
performance relationship can be characterised énfigdd of vertical university-
industrial R&D co-operatic?h and what factors can describe it; in other wowdsat

3 For the purposes of this study, hereinafter, saHR&D co-operation realised in relation of univsrs
and industrial actors will be regarded as all se¢ interaction including a line of development
projects regulated by contract and realised betwaeemiversity unit and corporate partner where
central results and the private goods and theisaland position of various projects are clarifiedhe
research co-ordination of the university.
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advantages derive in the field from maintaining tekationship itself? The article
explores the aforementioned problem along threa maiught-lines. The initial part
features the main approaches to the profitabilityl &ffectiveness of vertical
university-industrial co-operation both from unisities and industries perspectives,
pointing out the problems of the approaches that leen identified. In the second
part, the results of the qualitative analysis atéd to resolve those problems have
been described. While in the final part, relyingtlyaon analytical results, a model
is presented that is capable of describing theopmence of vertical university-
industrial co-operation.

2. Interpreting relationship performance during university-industrial vertical
R&D co-operation

Focusing on the performance of R&D co-operatiorirduexamination, a field that
is difficult to manage is identified. In R&D co-o@ion (primarily in the case of
vertical co-operation), the concept and relatios@fvice provider and user is valid
and observable. However, if that which is in a mosiness-business relationship
system is interpreted, significantly different mgsts and expectations can be
identified, which make the evaluation of the periance of the co-operation
complicated.

University and academic research traditionally ¢tsgthe creation and
deepening of basic knowledge and its integratiom he general educational order.
The academic sphere focuses primarily on new sfieefields not yet covered,
which are useful in providing a long-term aspectha topics of basic and applied
research and which serve as a basis for trainitgrdfuscientists, experts and
researchers (Santoro 2000). Requirements towardge@tion on the public side
can be summarized as revenue production, widehiagpolitical base, maximizing
prestige, research-educational overflow, increasieference and reputation,
acquiring human resource capacity, increasingxipgoation, acquiring tools, etc...
(Slaughter—Leslie 1999). In contrast, businessnpast are interested in selling
research results and the applied solution of problewhich are capable of
maximizing profitability and the wealth of staketiefs, reducing risks, increasing
market share, revenues or the economies of scalgeftdorn et al 2000, Santoro
2000, Barnes et al 2002, Tijssen 2001, Okamuro ,2887abi 2002).

Omta and de Leeuw (1997) attempted to resolve tblelgm by starting out
from a buyer-oriented approach during the definitjweriod of the co-operation
performance of the two parties. According to th¢hars, performance — in this
context — is the most efficient combination of n@ses used by all participants of
the suppliers’ network so that it leads to high liqyand a cost-efficient buyer-
service. This means that the organizations mustirenthat they provide good
services to their buyers in the given time andandyquality. On the other hand, it
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also means that they must be able to increaseesitig (good things are to be done
well). Therefore, returning back to the traditioagbroach to performance, the latter
compares the output with the invested input andh wie visible use of the output
gained by the buyer. While the input invested iroperation is easy to describe as
the output of R&D co-operation, there is a fundatakulifferentiation between
output focused on an academic community (reseamformance) and output
focused on industrial and governmental users (ugggormance). Regarding
output focused on industrial partners, the intéllacvalue (patent, licence, etc.) that
was created as a result of the co-operation (inh@vperformance) and the process-
performance provided during the co-operation ascieffcy, which includes
maintaining the preliminarily stipulated cost andmeé frame (industrial
performance) are evaluated as performance.

At the same time, performance management experiestoevs that
performance cannot be regarded as a homogenougptprtbat would be an
exaggerated (although during research, in manyscawactical) simplification to
limit it to the results. Barnes et al (2002), whebeamining the relationship system of
Warwick University and the Warwick Manufacturingdap with qualitative tools,
emphasizes that results (which the authors definevaners’ profit, technological
innovation, continuous support of research prograsudmission of publications
and patents, the realization of students’ projecis the strengthening of students’
recruitment), project management, ensuring equaitd monitoring (which are
enforceable through the management of objectivelsrasources, communication,
balanced power relations and stability), and gdrsrecess factors (which include
factors like learning, or good personal relatiopshican be accounted for as central
factors of the success of co-operation. This Iagiggests that the result-processes-
abilities approach applicable to the descriptiothef performance of supplier-buyer
relationships is also valid in an R&D environmenmhich is underlined by Daniel et
al (2002), which, as a result of a quantitative neixeation of 58 American co-
operation research centres, describes co-operpgdiormance with that logic. In
this latter model, result is modelled with sati$i@me and commitment, while
processes with technology transfer behaviour. i are defined as research
capacities.

If, therefore, the applicability of the result-pess-ability approach is
accepted, it is worth reviewing what factors inflae it based upon research done so
far, and which factors constitute an integral péthe performance of vertical R&D
co-operation.

Branstetter and Sakakibara (1998) provides a pmocex proposal for the
result-side evaluation of the performance of R&Bop@ration, stating that research
productivity can be defined as co-operative R&Df@anance, manifesting in the
number of patents created from it. This performacae primarily be defined as the
technological performance of R&D co-operation, vhialthough, the argument
goes, only presents part of the acquired economiéitpat the same time, the



78 Marton Vilmanyi

various co-operations and branches of industry fneceomparable due to the
construction (Branstetter—Sakakibara 2002). Rewtlal (2000), however, present
arguments in favour of the technical and economioedsions having to be
evaluated during the evaluation of the results mbperative R&D. The authors’
performance definition relies on simple and weplagable logic: (1) performance is
relative; its size significantly depends on staticonditions, against whom the
relative size and adequacy of output can be meas(2¢ both technological and
economic performance must be considered duringvidduation. They apply three
input and three output variables to describe peréoce in their analytical model.
As input variables, they define the total revenakshe company, the number of
employees (at the company) and the total R&D buydgsile output variables
include the number of patents deriving from co-agien, the number of those
employed due to co-operation and total revenuesrgésd by co-operation. Miotti
and Sachwald (2003) got a similar result, also rigisg the efficiency of R&D co-
operation with two variables, patent productivitydathe proportion of innovative
products within total revenues. During definingg tuthors start out from the fact
that the productivity of R&D activities can be debled along two factors: first,
technological productivity (that is, whether durii®R&D any result has been
achieved that constitutes a technological novelty second, the success of market
enforcement, which, separated from the former &umated more as the success of
production and/or marketing. The same definitiorallt forms the starting point of
Okamuro (2007) with a supplement, according to whiechnological success is
grasped as a patentable or a subjectively valuaslgdt (and not merely evaluating
the established patents, but shifts towards a adsed approach). The author also
extends business success and defines it to thateoftevhich co-operative R&D
contributes to the increase of sales.

Among the approaches pointing beyond the evaluatiorsults, Brinkerhoff
(2002) is to be highlighted. According to whichrfoemance cannot be narrowed
down to financial performance, but the processasliting it about must also come
in focus. The author also states that performaaoaa be approached exclusively
from the side of the achieved results in the cdgsublic institutions either. In his
analogy, he shows that although price/value rafiche created products and
services is also an important aspect in the cafleegbrivate sector, investors are, at
the same time, interested in the effectivenessefiidency of their creation as well.
Song et al (1997) also provides an examinationgatbe lines of that approach, as
pertaining to the effects of internal and exterfattors and inter-functional
communication on the development performance oéwa product in the case of
cross-functional co-operation. The analysis from aspect is important regarding
grasping performance which is described with produeality, product development
speed, conjunction of product development objestieed the success of the
program. According to the authors’ aspect, the wadlie of cross-functional co-
operation is the potential that can increase théopeance of the company on the



The relationship performance in the field of unsigrindustrialR&D cooperation 79

market, which can be displayed in many indices dpcd quality evaluation;
development of cycle time; cost decrease; profimfrprojects, sales or market
share). According to the authors, cross-functiar@abperation primarily supports
the conclusion of development projects in timehimithe budget and in accordance
with preliminary plans. Therefore, quality and titee factor are to be highlighted,
since they result in a tangible competitive advgetavhile other economic factors
are described by the success of the program andulfiienent of the objectives.
Harabi (2002) also analyses a model managing besthlts and processes where
during the analysis, the efficiency of R&D co-opgera is modelled with 6
fundamental variables: patent protection, plannischedule, discretion, the
complexity of product design, the running time abgucts and the long-term
employment of qualified staff. In contrast, thelautdeals with the success of R&D
co-operation separately, as described by achiesljgctives. He deals with the
following objectives as variables from the aspdatestical R&D co-operation: first,
objectives concerning cost decrease, second, algecterving expansion on global
markets, and third, objectives serving the creatibnew local markets. During his
analysis, however, Harabi touches upon a furthieigiring question: how can it be
evaluated what values the source of innovationiesain the case of co-operation
among two parties? This question leads to the pregation of co-operational
abilities.

The joint interpretation of results, processes abifities (Barnes et al 2002,
Daniel et al 2002) has already been mentioned.dBegsihe aforementioned, it also
must be taken into account the approach of Beldedioal (2004), according to
which the performance of co-operative R&D can baspged in: risk and cost
sharing, shortening the development cycle, explgittconomic advantages, like
economies of scale, synergic effects or a moreiefit utilisation of the resources of
participants, learning realized through monitoringechnologies, market
development, and an increased access to governrsabtidies.

As a result of the literary survey, it may be sumigel that the performance
of R&D co-operation at the level of results candeéined as technical and economic
performance. It can be defined at the level of esses as the shortening of
development time, the success of planning and za@in, the success of
communication and as a fulfilment of other speqgdiocesses. While in the aspect
of abilities, learning, personal relationships agskarch capacities can be defined.

At the same time, the analyses of public-privateCR&o-operation show a
very controversial image. Omta and de Leeuw (198)),nstance, state that the
control of the processes of co-operation betweseareh institutions and businesses
has no significant impact on results, while Daré¢lal (2002) concludes that
processes (in their model, communicational behayibave a decisive impact on
satisfaction. On the other hand, Miotti and Sackhw&003) found empirical
evidence that in the case of co-operation with ipttigpe institutions technological
performance was high (beside a lower level of eooagperformance), and the
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quantitative analysis of Okamuro (2007) leads théh@ to conclude that co-
operation with universities has a negative impactoonomic performance, while
no significant impact on technological performanBelderbos et al (2004), at the
same time, finds that university-industrial co-ggiem has a positive impact on the
productivity of innovative sales (economic perforno@). Upon interpreting the
various approaches, two problems emerge during\thkiation of the performance
of R&D co-operation. First, during the evaluatiohtlee performance of R&D co-
operation the performance of projects and the padace of co-operation are not
separated. That is a problem because, if the twmoegis were separated, it would
become clear that the performance of co-operatisnan impact on the performance
of projects. Also, the lack of interpreting netwaoekationships can also be identified
as a problem. The various interpretations attempmtefine the performance of co-
operation separately (focusing on dyads), whilehatsame time, especially in the
case of scientific and technological co-operatiopfwork relationships can be
decisive. In that aspect, Tijssen (1998) is vemsaclin stating that public-private
R&D relationships manifest in an industrial contuat research in a network
implemented by the research institutions. The isputerim results and outputs of
such a network are extremely diverse. They depentiuman resources, codified
scientific knowledge and the connected hidden kedgé to manifest technological
results like patents, technological designs, toqarts, and prototypes. Such
technological networks play a key role in intertegi@l communication and in the
interaction of knowledge-intensive fields and intdia$ branches.

In order to resolve these two problems, within aligative analysis, the
model of the performance of vertical university4sttial co-operation has been
prepared.

3. The performance of vertical R&D co-operation: fndings of the qualitative
analysis

3.1. The background of the analysis

The topic of the qualitative, interview examinatioms the specialties alongside
which relationship performance could be descrilvetthé field of R&D co-operation
and the factors it could be described with. In ptherds, what advantages derived
in this field from the maintenance of the relatioipsitself? The research objective
was designated so as to define the possible fastdihe concept, from a perspective
considering both the service provider, as the sep@nd the user of the service, as
buyer, based upon the respltocessability approach identifiable from the literary
analysis of relationship performance. The reseamdthodology approach is
gualitative and exploratory. In order to estabtisé model, in-depth interviews were
made with both service providers and users initid bf their R&D co-operation in
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a total of 20 cases. The subjects were corporatéoamesearch institute contact
persons of a given co-operation and experts assuaioridge building role in the

field (R&D consultants and technology transfer etg)e When selecting contact
person subjects, it was a condition that the stiljad fulfilled the role of contact

person or project manager of at least one co-dpar#tat contained at least two
already concluded projects. While in the case pleexsubjects, it was a condition
that the subject had participated in the developrokat least three co-operations in
the past three years that contained at least twaleded projects. The analysis
witnessed eight corporate, eight university andr fempert queries concerning
Szeged and its surroundings and Dusseldorf andutundings. Topics of the

expert interviews were the following:

a/ interpreting the meaning of relationship perfance

b/ financially decisive and financially less intezfable factors of relationship
performance

¢/ impact on relationship performance by third igart(the network aspect of
relationship performance)

The interpretation and factors of performance wexplored along four aspects
during interviews:

1. Profitability of relationship-building and itsonditions (see Medlin 2003,
Medlin et al 2005, Leuthesser—Kohli 1995).

2. Changes in the expenditure and advantagesvefafgng and maintaining co-
operation during the course of time (see Storbd&@x, Heide—Stump 1995,
Kalwani—Narayandas 1995).

3. Analysing the advantages and expenditure aspsyation in a way that the
service provided/used within the co-operation wasgared with a similar
service provided/used without any partnership (deseph et al 1995,
Brinkerhoff 2002).

4. Analysing the advantages and expenditure ofopmration through
comparison of a productive and successful and dugtive but problematic
co-operation.

3.2. Key responder results
3.2.1.Profitability of relationshipbuilding and its conditions

Research institute responders regarded establisimdgnaintaining a co-operation
profitable if it resulted in continuous and predlae revenues, decreased alternative
partner-seeking costs (emerging separately in #me of individual projects),
provided foreseeable capacity utilisation (laboorcé and labs) and also offered
(publishable) scientific results beyond fulfillinlge project. The co-operation could
also be found profitable if there were financiatygible advantages like revenues,
the predictability of capacity utilisation, and degsing purchasing costs. Exceeding
the expenditures of developing in maintaining tbeoperation were things such as
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labour costs, travel and accommodation costs, cenfe costs, representational
costs, communicational costs, and the costs of stibgnapplications. Advantages
of co-operation mentioned that are not directlyfimancial terms are flexibility
emerging between the partners, providing servicepting to the demands of the
partner, the development of a partner-orientedagatr, project generating in many
fields, multi-field support of each others’ actigit, the creation of patents and
preparing publications and references.

“Two fundamental productivity requirements musthiighlighted in the case
of every co-operation...first, the co-operation mosihtain projects that generate
revenues...second, a scientific ‘delicacy’, a novelfityst emerge from the co-
operation, because there is no capacity for sdientiontent to be separated from
industrial projects... The co-operation is worth depéng, if the combination of the
results created in the two fields is more valuatian the expenditure of the
development and maintenance of the relationshipOnd of the university
respondents.)

The corporate side saw the condition of the proilitg of co-operation
primarily in increasing or the possibility to inese the tightness of the relationship.
According to corporate co-operators, the performearfca good relationship appears
in the fact that project objectives are definedhflgi and, as a result, answers to
emerging problems can be found at a lower expemditate. The co-operation is
profitable if the financially tangible advantagekel lawyers’, communicational,
travel, telephone and representational costs, peetaexpenditure invested in the
development of the relationship, the costs of teeetbpment and maintenance of
control mechanisms and reputational costs emergitigin the company during
proving the necessity of co-operation are lowenthdat the revenues deriving
from the co-operation, the shortening of developntiene, savings on recruitment
costs and, possible, sales of other products ofdhgany constitute. As part of the
financially intangible advantages of co-operaticompanies mentioned the deeper
familiarisation with each other's demands and cdempees, joint individual and
group level learning, the development of individualationship capital and expert
relationship net, and, due to R&D relationshipg, tlevelopment and expansion of
the acknowledgement of the company.

“Basically the advantages deriving from getting kmow each other’s
demands and competences can be highlighted fromrelagonship system. The
common learning process and satisfaction derivingmf useful products and
services are important.”(Respondent from one ofcth@panies)

According to experts, the development of co-operatprimarily means
expenditure where partners are motivated eithecdmgmunication (work time) or
financial motivation. Returns for all that are t® tovered by other projects initiated
in the co-operation. Expert interviews emphasisedormal advantages as
“...providing a position for each other, ...providingférmation, providing access to
own acknowledgement, providing vouchers for othights, ...access to other
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resources” as non-financial advantages of co-operation, fghtihg the role of
references and recommendations.

3.2.2.Changes in the expenditure and advantages of dewelaand maintaining
co-operation during the course of time

During the examination of the changes in returrds expenditure of co-operation in
time, research institute responders underlined #matinverse relation could be
observed during the course of the appearance aneipire and revenue$The
life-curve is interpretable here too ...initially,t@maction is very frequent, then —
with the increase of confidence and the knowledbeazh other’s demands it
decreases” Accounted advantages appear in later phases. loage of financially
less-tangible advantages, research institute aeqperienced continuous growth
during the development of the co-operation. Theylesised the increase of
flexibility, the improvement of planning punctuglitthe emergence of other fields
of development growing out of the co-operationaamer-oriented development of
the academic way of thinking, and the realisatiboocmnmon learning.

“A central budget research location is rather rigidnd it is invaded by a
completely different logic, or approach. The regilthat is that the rigid, academic
way of thinking gradually eases ...Learning also a@ppeas a significant profit. It is
obviously mutual, but I can only comment on whaave learnt: for instance, how
to create a good application, and also various exuit skills, how the partner
company operates, what magnitude and type of sffare required in its
maintenance, what their processes are like, whahortant to them...”(One of the
university respondents)

According to corporate findings, following the pbasf the establishment of
the co-operation, personnel expenditure demanded bingle project decreases,
while the number of projects increases. Corporadigipants highlighted the
increase in the acknowledgement and reputatiohetompany and the realisation
of common learning among financially intangibletéas during the development of
the co-operation.

“The increase of advantages can be explained bynttiease in the number
of projects. Acknowledgement within the company kagificantly grown
...however, to what extent university co-operationtiouted to that, is an exciting
question.” (One of the company respondents)

According to expert responders, the advantage -@fpewation can be grasped
in the decrease of formality with the assertiontled dimension of time. They
believe that the decrease of formality resultshie tlecrease of transaction costs.
Simultaneously, willingness of payment by the ugmtreases and the buyer
uncertainty decreases towards the received sersicéyere is disposition to pay a
higher price. Nonetheless, expert interviews alemtpd out that this cannot be
evaluated as a linear process, since the positiotheo partners is modified by
external or internal environmental changes, whiahn trigger crises in the co-



84 Marton Vilmanyi

operation and once again point towards formaligadiod the increase of transaction
costs. Responding experts highlighted the develapafecontrol and the shortening

of informational paths among financially intangilféetors during the development

of the co-operation. They believe that the undegyieason for this is that'if..co-
operation works well, the star-shapénitially optimised to persons turns into a
network format ...;] and the understanding of each other's demands and
opportunities quickens, communication improvespatg appear sooner, deadlines
are more easily kept and it becomes possible tegiate into the partner
organisation better and more easily.

3.2.3.Analysing the advantages and expenditure of coatjmer and service
providing without co-operation

Research institute responders seldom identified flaetors in the case of this item,
with the exception of one. They did, however, utiderthe already mentioned
expert opinion that states the decrease of theesehsisk of the user results in
higher project revenues and is an important adgantd co-operation. Beyond the
aforementioned, better predictability, scientifindapublication proceeds and a
higher flexibility of the project management apgebas important advantages of
co-operation.“It is not worth it without co-operation. There amo publication
proceeds; while the cost and time spent on a reu@ramination is high ...It is
difficult to enforce the loss of time in the pric&he possibility of accessing new
markets and new customers appeared as a new fantorg the advantages of co-
operation.

It was primarily corporate responders who unveried factors in the case of
this item. They emphasised that co-operation, eoytto its non-existence, led to
routines that could decrease organising, legalcantiol costs®...routine tasks can
be delegated, but they would consume high organisamd legal costs;
responsibility would be difficult to enforce andetbost of control would be high.”
Besides that, as advantages of co-operation, tigtylighted factors difficult to
grasp financially, like a deeper understanding ofporate problems, getting to
know each other's demands, and realising co-operai@ased upon confidence.

“...it is fundamentally satisfaction and a utilisabbeitput meeting demands
that easily emerges from a long-term relationshigOne of the company
respondents)

Responding experts highlighted the confidence il@i&D services, which
they defined in a way that it’brings value into a relationship, opportunities,
information, PR and results
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3.2.4.Analysing the advantages and expenditure of coatjmer through
comparison of productive and successful and probatenco-operations

Responders practically summarized their previoupeggnces along this item,
which provided an interesting contrast of the eggns of the parties towards
each other that the well performing co-operatiors wapable of managing. The
parameters of successful co-operation, through éhes of research institute
participants, were the following: it had a clearfigidon of problems, clear
objectives, good communication, good planning, gabdity of following
organisational changes of participating partiesdgiask sharing, a clear interest on
behalf of parties and basic professional consensus.

“...A real-life example could be brought up when egkaorganisation was
the co-operating partner. As opposed to successfaperation, the problems there
were due primarily to the fact that the co-operatiwas unable to follow the
organisational transformation of the company, ahd subject of co-operation, the
conditions of evaluation, etc. were constantly aiag...”(One of the university
respondents)

(...)

“...In other cases, it can be problematic when theoperating party knows
what it wants, perhaps thinks it knows how to aghig, but does not dig into the
depth of the solution. It therefore constantly aguand does not behave as a
partner, but as a capacity using customer in adfiehere it otherwise has limited
experience.”(One of the university respondents)

(...)

“Let us take, for example ... KFT. The industrial tp&r expected too much,
the university partner promised too much. ... Theyngdidfully clarify the objective,
and their communication gradually went off trackeTexciting part in all that was
that after identifying the problem, the co-operaticontinued and the defined
problem was solved.” (One of the university resparis)

The same topic on the side of corporate particgparas worded as follows:
“...the partner is capable of facilitating the deveioent project, it is not necessary
to intervene, the level of conflict is lowefThe results of expert queries successfully
demonstrated the third side of the issue. Respgradiperts laid the emphasis on the
relationship system of the parties under this itetmere they highlighted the
following elements as characteristics of successtubperation?...confidence +
communication + willingness to co-operate ...+ risletating ability”.

3.2.5.The impact of third parties on relationship perfe@mse

During the examination of the impact of third pestion relationship performance,
three issues were fundamentally analysed: firstetidr an R&D co-operation

depended on third parties, second, what role thérdies assumed and third, how
strong the dependency was on third parties. Althaing answers to the questions
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could easily be anticipated in light of previousammnations, their analysis was
important, since, from one point of view, a cleamlygative answer given to either
question could challenge the validity of modelliibe network effect and,

alternatively, it was the distinct objective to inef the already explored factor
system of the network effect in accordance with tiearacteristics of the

relationships.

As a result of the queries, it has become clear R&D co-operations are
definitely influenced by third parties. Among thattér, responders highlighted
institutional administration, the public funder,etrsponsor, consultants of the
partners, other partners of the research institutélse companies, the owners of the
companies, the special utiliser and the user. Thagé presented by research
institute participants identified rather diverseleso concerning the method of
influence. Internal influencers had a primary inpan the creation of the
framework conditions of the co-operation. The pulflinder either appeared as a
potential supporter or obstructer due to the timelcation of public funds.
Corporate consultants or other institutions apmeasepotential rivals or obstructing
factors who were interested in acquiring projeetssible in the co-operation.

“If public funds appear in the project, the dependg on the third partner is
very high. If we heed to the rules, these dependilagionships are not decisive, but
they do have an influence. The influence can beséan, it is a matter of decision,
whether we want to exploit it. For instance, idengerous to constantly change the
university regulatory environment, because thatagsvresults in new decision
situations, concerning whether the parties wish naintain the relationship
alongside such conditions”. (One of the universggpondents)

Corporate partners presented the role of thirdgsaim a significantly simpler
manner: the influencers provided a source, or cpldgl the parties participating in
the co-operation against each other. In concurrenith the aforementioned,
responding experts identified both supporting alostraicting roles. Supporting roles
appeared, if'...third parties mediate, provide references, ané to-operation in
many cases is not even established without therhile obstructing roles primarily
shifted the interest of the parties from the jgindefined objective. Experiences
were diverse concerning the strength of influence dependency, which
fundamentally had to be evaluated as case-speBiisearch institute participants
regarded the role of third parties as strong indage of public funders, while in
other cases, evaluated it as case-specific. Compamris opposed to research
institutes, were divided in the issue, partly relgar the role of third parties as
insignificant, while some saw a decisive role deatgd to third parties concerning
the result of the co-operation. Responding expedarded the role of third parties
manageable, that is, not having a decisive impaatamoperation. Based upon the
aforementioned, it can be summarized that no stdepgndence on third parties can
be clearly assumed or discarded based upon thigséma
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3.3. The conclusion of qualitative findings

Table 1 provides a final summary of the findingstbé qualitative analysis.
During the course of preparing a model as the dbjemf the analysis, as an
initial step, the features describing results warmmarized and separated with
the processes and abilities on the side of bothséneice provider and the user.
That was followed by grouping factors describingiisar phenomena within
the main dimensions separately in the case of thwlservice provider and the
user, based upon the conducted interviews.

The model was defined as reflecting the viewpoihtoth the service
provider and the user (considering from a commoewpioint) as a set of
factors, mapping by dimension phenomena that haa eitten off in the case
of both supplier and buyer. In order to filter qudssible contradictions, or at
least questionable results, a comparative analysis realised between the
result achieved that way and the results of thertdtécal model relying only
on the results of concerning literature.

As a result of the analysis, the success of theoperation can be
described by two factors:

— the economic productivity of the co-operation: ewanic productivity,
due to a higher level of predictability of the projs of the relationship,
includes a balance in the cash flow, a higher edtiency of projects,
and due to the informality of interactions, a des® of relationship
building and maintenance costs, and parallel to therease of
confidence, an increase in the volume of orders.

— the technical/technological productivity of the aperation: the
technical/technological productivity includes fircally less tangible
factors that nonetheless provide a good descriptbrthe economic
results of the co-operation, such as the achievémémbjectives, the
quality of the provided/used services, and the titwvazof extra results not
agreed upon preliminarily (or at least not denortédy during the
project.
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Table 1.The model of relationship performance concernintica R&D co-
operation: the view of results

Communication
costs

Communication costs|

The field of The dimensions of performance — f
rel?nonshlp From the aspect of | From the aspect ofth¢ ~ From a COMMON € mgact 0
erformance
p the SUPPLIER BUYER aspect NETWORK
Continuity of
revenues Predictability of
Predictability of revenues/expenditures
revenues
. Expenditure demand Cost-efficiency of
Size of revenues pe - . . - .
roiect of solving emerging projects realised in the
proj problems co-operation
) Reputation costs
Decreasing partner|  within the company
seeking costs emerging during
nroving necessi
Cost of labour time
used in order to Cost of labour time
establish relationship
Travel costs Travel costs Decrease of relationshi
- establishment costs
Accommodation
Legal costs
costs
Conference costs
Results i
Representational Representational costs
costs

Number of projects
included in the co-
operation

Number of projects
included in the co-
operation

Number of projects
included in the co-
operation

Service quality

Quality of service

Quality of senwi

Emergence of furthe
development
opportunities

Emergence of further
development
opportunities

(publishable)
Scientific novelty

Creation of patents

Creation of intangible
property of other
utilisation

Achieving common
objectives

Achieving common
objectives

Achieving common
objectives

Sources that can be
used more freely

sales of other product

Revenues from the

Strengthening

PR
Increasing the Recruitment and Reputation
quality of education selection costs p
Source:own construction
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Table 2.The model of relationship performance concernintjica R&D co-
operation: the views of Processes and Capabilities

learning

The field of The dimensions of performance
relationship From the aspect of| From the aspect of th¢ From a COMMON | The impact of the
performance the SUPPLIER BUYER aspect NETWORK
Good Speed of information Success of Acquiring market
communication sharing communication information
Predictability of Providing access
capacities mobilised to
for the sake of Control costs acknowledgement
projects realised in Providing
the co-operation vouchers for
A behaviour rights
Clearness of increasingly adapting Profiting f
roblems to be rofiing from
P solved to the partner each other's
organisation . relationship
Success of planning system
Accuracy of and implementation
lannin
Processes P g Recommendationg
Predictability of
management and
organisational
problems Access to other
sources (state)
Professional
consensus
Development of
L - Success of co-
Good task division control, organising S
ordination
costs
Flexibility Flexibility Flexibility
Running time Running time
(development time) (development time)
Partner-oriented Willingness to co- Willingness to co-
way of thinking operate operate
Getting to knyow Getting to know each| Getting to know each
each other’s , ,
other's demands and other's demands and
demands and
- competences competences
Capabilities competences
Common individual
Learning and group level Learning

Risk tolerating ability

Risk tolerating ability

Source:own construction
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The adequacy of the processes of the co-operathonbe described by four
factors according to the analyses:

— The adequacy of the communication applied during tlo-operation,
which means the adequacy of the information-flowoam parties (the
information reaches who and when necessary) andspes=d of the
information-flow.

— The adequacy of the management of co-operation, tduavhich the
harmony of planning and implementation, and therdomtion of co-
operation improve during the co-operation.

— The flexibility of the co-operation, which describ¢he extent to which
the parties can adapt their processes to each.other

— Development time realised during the co-operatwhich describes the
speed of the preliminarily defined R&D programs,mmared to the
experiences and demands of the partners.

Further developing capabilities created as a redfullhe co-operation are
described by a further three factors:

— competence of co-operation, which describes coatper willingness
and the knowledge of the partner’s organisation

— learning, which means acquiring professional artteoskills during the
co-operation with whose utilisation the partners eapable of increasing
their own and their organisation’s performance;

— Risk tolerating ability, which describes a highevel of confidence laid
in the partner organisation.

— The applied factors and their definitions are sumeeal in Table 3.
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Table 3.The summarised factors and their definitions: tleenof results

: Factors N
Aspect Applied factor describing factor Definition of factor
Balance of cash- | a higher level of predictability of the
flow schedule of revenues/expenditures
cost-efficiency that the service provider
senses in the decrease of the user’s price
Cost-efficiency of | sensitivity, while the user experiences it
projects through the decrease of the expenditure
required to solve occurring problems (which
Economic include the price and extra costs)
productiveness of they manifest in the disappearance of partrjer
co-operation seeking costs per project, the
Costs of M . .

. communicational cost savings of relations
constructing/ S ;
maintainin decreasing in frequency and/or becoming

. '9 informal and the legal construction
relationship h : .
Results development cost-savings to be invested ir
order to deliver a given project
it describes the increasing volume of
Volume e .
commissions as a result co-operation
- it describes the attachment of projects
Achieving realised within the framework of co-
common ) T L
objectives operation to preliminarily agreed objectives
Technical/techno- as success
logical litv of servi it includes service results adapting to the
productiveness of | QUAlty Of Service | oo n s of the parties
co-operation Creation of it means the creation of further development
intangible opportunities, patents, publications, or thei
property of other | basic idea that can be freely used by the
utilisation partners

Source:own construction

Finally, the impact of the network can be descrilzdng the following

factors, based upon the interview analysis:

Strengthening PR, that is, the increase of the agladgement and value of
the various partners towards third parties, dubeaco-operation;

Reputation, as the reference value of the co-operédr third parties;
Acquiring market information, that is, the inforruatal profit of the co-
operation, which manifests in information conveysdthird parties through
the partner or the partner’'s behaviour;

Profiting from each other’s relationship system,clhmanifests in a certain
support function through access to each other's@gledgement, providing
tools, databases, authorisations, etc, and throtlgh advantages of
recommendations towards third parties;

Access to other sources, which primarily meansebeticcess to public
funding or their utilisation.
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Table 4. The summarised factors and their definitions: tleevs of Processes and

n

Capabilities
A Aoplied f Factors Definiti £
spect pplied factor describing efinition of factor
it means the adequacy of the information-
Adequacy of | Adequacy of flow between partners (information reach
communication | communication | who and when necessary) and the speed
the information-flow
it describes a clear definition of problems
the accuracy of planning, increasing the
Sll;?]%?ss g; d predictability of emerging problems, the
Adequacy of p g ana utilisation of capacities provided for
‘ implementation - LS
managing co- realising the plan and simplified control
Processes operation mechanisms
Adequacy of it describes the improvement of task
managing co- sharing and the improvement of the
operation efficiency of control and organisation
Flexibility of Flexibility of it describes to what extept partle_s are
h . capable of adapting their operational
co-operation | co-operation
processes
Running time development it describes the implementation time of
9 time preliminarily agreed development
) to what extent the partner can and is willi
C_o_operatlon to think like the other partner and make
willingness . L
) proposals on solutions fitting for th:
Co-operation |\ iedge of
competence each othgr’s it shows the increase in the level of
knowledge of the partner organisation wit
demands and - .
the passing of time
- competences
Capabilities - — -
it means acquiring professional and other|
skills during co-operation with whose
Learning Learning utilisation the partners are capable of
increasing their own and their
organisation’s performance
Risk tolerating | Risk tolerating | it describes a higher level of confidence
ability ability laid in the partner organisation

Source:own construction

4. Summary

To summarize the above mentioned results, the eaiace of the university-

industrial co-operations can be described withrdseilts from the consequences of

ex post activities, with the process resulted ftbm existing co-operation and with
the capabilities which provide the opportunity teaperate in the future. Based on

the researches and qualitative analysis, it cagstablished that co-operation has an

intermediate role too, called network impact. Tleaeyral model of the relationship
performance is presented in Figure 1.
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Figure 1.The model of the performance of university-indadtviertical co-
operations

Source:own construction

The model suggests and discusses some “openedtiansesthe relation
between the several aspects of relationship pediocer the relation between
relationship success and relationship performancetize relation between network
effect and relationship performance. To answer ghegestions requires a
gquantitative analysis with a larger sample. Thel@agtion of the factors doesn’t
mean the solution of the problem, but it helps ¢b gear to the two-sided utility
maximization of the management of university-indasto-operations.
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Different motivations in the network co-operatiarigshe
small and medium enterprises

Szabolcs Imreh

It is well known that both small and medium-sizedesrises play significant roles in
economic development. One of the main problembesfettypes of businesses stems from
their size, which often causes serious difficulliies relatively high transaction costs and the
inability to exploit the economies of scale. Pogsibays to approach these challenges are in
the different co-operation networks.

In recent research, the motivations that lead tomoeking are reviewed. There are
several explanatory causes why certain enterprimek the opportunity to cooperate with
others. Generally, the main objective of the corapen is to reach such benefits that can
not be independently achieved, or ideally to adhiesllective efficiency. The wide-ranging
literature of the topic has been systematized tintpout those factors that are most
commonly mentioned as the benefits of co-operationsost cases, if these causes arise as
explanatory factors of co-operation, it can be ased that they determine the peculiarities
of networks.

The last part of the paper presents the resultswaf empirical surveys that were
conducted in Szeged and its sub-region. They derateighe nature and the expected
benefits of co-operations.

Keywords: networking, small and medium-sized enisggp, co-operation, motivations

1. Introduction

In today's economy, various networks, clusters aoedoperations appear more
frequently. In the “vast forest” of different co-@ations, it is harder to find their
method for both the practitioners and the theoaétexperts. According to the
simplest approach, the enterprise network can binatk as the system of
relationships between companies (Kocsis 2000). ciheperation formed between
enterprises can be categorized by the strengtheofrtutual trust and dependence,
and by the impact on the competitiveness; separa@veral co-operation forms
from the quite loose “alliance form” to the commproduction networks based on
close relationships (Malecki 1997, p. 181.). In tkeal economic life, of course,
there may be co-operations that show certain featwf every characteristic.
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Moreover, it is important to highlight that the wetk co-operations between
enterprises in certain cases can be consideredilexas the antecedents of
clustering. It has been observed that very sucakeskisters often develop on the
basis of an operating network. According to theréiture classification the network-
based clusters form a distinct group (Imreh—Lenggéi2)*

After the brief conceptual delimitation, the moretalled examination of the
network relationships is touched upon. Howevehnag to be noted that a significant
proportion of the subsequent findings applies oot all the co-operation forms to
a certain extent. This study focuses on the netiygp& co-operations because the
current economic development level of Szeged andutrounding area creates an
opportunity, especially for such co-operations. Tietworks can be classified in
many ways, but both the number and the organizirigciple of the various
classifications in literature are practically impide to survey. In the literature
analysis, thoughts are briefly synthesised reldatedhe categorising of network
motivations exclusively.

2. Basic types of network based on motivations

There are many explanations why certain enterprisesk the co-operation
opportunities with other partners. It is a gensmli statement that the main
objective of enterprise co-operation is to atta@méfits that cannot be achieved by
individual efforts (Brito 2001), and more exprestyy to attain some kind of
collective efficiency (Schmitz 1995). This spherkt thought also includes the
realization that in the network co-operation, th#eegprises also can use such
resources to reach their aims that they do not maividually (Szerb 2003). A
similar definition of the enterprise network is than fact, it is the entirety of
relationships in which the entrepreneur is involrecand which provides him/her
with important resources (Drakopoulou et al 2002).

Clearly, the motivations are extremely significamthe creation of networks
and in the development of their form and operatoigracteristic. From the
divergent written background, attempts were madake out the factors which are
mentioned the most frequently, such as the advastéy the partners in the co-
operation. The wording used in this case was madthe basis of the most often
mentioned different motivations, since it is assdri@t these causes come up most
frequently as the motives of co-operation. Thesifessition is quite similar to the

4 We hope that the networks of innovative small anedium enterprises organized around the
University of Szeged will belong to exactly to thigcle, which can be the forerunners of the
subsequently developing clusters.
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wording formulated by the DG Enterprise (DG ENTR)Z)) with the modification
that the advantages of decreasing the transactidrttee transformation costs — as
motivations — are managed in one group. Based esdkieral classifications in the
written research, the following five, substantialilfferent motivations can be
separated which can stimulate small and mediumriges to cooperate (own
wording based on DG ENTR 2004, Johannisson 199¢hner—Dowling 2003,
ADAPT 2001, OECD 2004):

— access to sources, loosening resource-barriers,

— gaining cost advantages,

— better access to the market,

— increasing “being accepted”, desire for recognitemmd

— Acquiring some kind of new knowledge and understamd

In addition, of course, there can be many othesaes for the co-operation of
enterprises; however, these reasons for co-operagipear in case of almost all the
co-operations with certain significance. In the rseu of the examination, the
categories were interpreted in the widest senseeher, we focused on the most
important characteristics in the theoretical ovenwi A more frequent cause, for
example, is the “networking as the source of grbwthat is, the enterprises
cooperate in the interest of their development Kbec—Dowling 2003). It is
basically not a special reason for networking, dng of the prime motivators of all
profit-oriented activities. It is due to the desfo development, exactly, why the
enterprises want to make use of the above mentiposdibilities; since all the
activities, from loosening the resource-barrieratguiring new knowledge, serve
the development, and at least the survival, ottmpany.

The changing importance of motivations is extremmtgresting. In the past,
the so-called “hard” factors (the first three men&d above) were given greater
emphasis amongst the reasons for networking. Byrasmin the past few years, the
“soft” advantages (which can be hardly or not atgakntified), like “the sense of
belonging and the spread of knowledge in some whglye been increasingly
appreciated. Of course, it is largely dependentaon given small and medium
enterprise and the unique characteristics of theork that specified significance
can be attached to each motivation.

2.1. Loosening the barriers

Several studies indicate that the small and medintarprises meet various barriers
in almost all cases during their development. Theetbpment of networking is
often aimed at breaking down the resource barriétee networks based on
“resource-links” are separated as a distinct typene literature as well (Ford 2003).
These barriers are interpreted in various wayss tliwcan often be difficult to
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determine what exactly the obstructive factor & fibcus of the examination. In the
present study, the examination is restricted toiemewmg three fundamental
“resource-types” which are essential for runningcgssful enterprises. In the
classification, these basic resource types in #teal economics were because they
are considered to be the bases of the entire assawivity:
— Breaking down the barriers of “infrastructural cheter” may be one of the
movers of the networking of small and medium entses’
— One of the most serious problems in the life of Ikiitans is overcoming
financing problems, and obtaining especially therses>
— Finally, the so-called human-factors may be basrier many cases in the
operation of enterprisés.

In the national written research, it is an oftenntimned factor, and it is
outlined in the documents of great significancegt thne of the most important
objectives of co-operations is breaking down suaiérs through sharing available
resources (DG ENTR 2004, ADAPT 2001). Often, thedlmental problem is that
the small and medium enterprises are not able dqaigcthe necessary capacities,
and if they do manage to obtain them, they mostignot exploit them. (It is a
general economic statement that the enterpriset@imake the best use of their
capacities in any case; the unused capital meanvgra serious competitive
disadvantage). The common use of capacities previdgood solution to both of
these problems, because it is able to remedy sisativchntages of firms in both
cases. Besides the regular forms of common capaséyenterprises of similar size
and strength use some kind of machine or equipfoerity), extremely interesting
solutions have developed as the consequences &Ehm@ocesses. For example, an
interesting form, a solution worked out by Furmitris where a larger (integrator)
enterprise provides the capital goods necessaryhmroperation of the smallest
firms (Varamaki—Pihkala 1997).

Finally, human factors are included which are ergly important for co-
operations. It is also a frequently claimed expl@mmathat one of the greatest
barriers of the more productive and more efficiepération of small and medium
enterprises is the entrepreneur him/herself. He/stten makes inappropriate

® In the research paper, the term “capital” is detitbely avoided since — as a consequence of iretecur
use — it can often lead to misunderstanding. Tl igdo separate it clearly from the financingiss.

® The issues related to financing significantly geydnd the frame of the study, thus they are not
discussed

" The human factors are interpreted here in a $jigtitferent way compared to that of the theordtica
economics, all the (human) factors are listed lfiene the professional knowledge to entrepreneurial
skills.
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decisions, does not have sufficient information uibihe market challenges, and
lacks the necessary experience. Within the co-tipesa especially with the help of
informal networks, this disadvantage can be moddrathe small enterprise can
benefit from the relationship capital existing viftlthe network in several cases. It
may help with the identification of business oppaities (Hills et al 1997, Singh et
al 1999), and it can often be significant in suppating the missing skills and
capacities (Johannisson 1997). It is particulamportant in the early stages of the
company’s life (Johannisson et al 2001), and theran increasingly developed
literature on the importance of the social netwarkacquiring the necessary skills
to start an enterprise (Hansen 2000).

2.2. Gaining cost advantages

Every enterprise operating in market circumstarisesxposed to the competition.
Therefore, it is difficult to imagine a situatiomwhich reducing the costs would not
be part of the business strategy. This findingdgtigularly true to the small and
medium enterprise sector, since, for reasons ofnauees of scale, it is
disadvantaged in comparison with the corporateose€onsequently, it has to pay
increased attention to minimizing the costs. Thevaek co-operations implemented
in appropriate forms are especially suitable torelese costs (DG ENTR 2004).
Within the reduction of the costs, it is worth segpimg the moderation of the
transactional and the transformational costs, atjhahere is no doubt that the co-
operations are suitable for decreasing (savingh lotds of costs (Mundim et al
2000).

In the life of the small and medium enterpriseg ttansactional costs are
crucial (Kallay—Imreh 2004). These costs can beiged during the co-operations,
this is why, amongst other things, the economicdrafisactional costs have an
important role in the theoretical establishment thé network co-operations
(Varaméki 1996). With the help of the co-operatjaihgese necessary costs can be
significantly decreased (DG ENTR 2004). The reductof the transformational
costs is also essential for the small and mediutererises. The network co-
operation here is also an “outbreak point”, siricprovides for the possibility of
flexible specialization where everyone can contebto the activity of the co-
operation with the suitable core competence (Satmial 2001). This flexible
specialization usually reduces the participantstedecause everyone does what
they are the “strongest” in. However, it is at tgast as important to note the fact
that the suitable specialization can also help dbeperating partners to produce
products and services of a higher quality. In ga&sse, it is not only suitable to gain
cost advantages, but also there is a substantivgetttive factor in networking
through quality.
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2.3. “Better access” to the market

The “better access” to the market motivation fadtothe most complex and the
most difficult to define in a precise way. Therefoinstead of specific limitation, the
goal is to define the concept with the most impatrizontent elements. As a result,
all the advantages that make the access to theetremkl/or remaining on the market
easier may fall into this category; from the mairkgtco-operations to the higher
added value that can be created jointly. The nmogbitant realizable advantages
can be understood through different ways.

As a supplier, an enterprise faces demand thabuidwot meet otherwise. In
this case, the coordination of the access to extemarkets is often implemented
through the integrator firm (Gereffi 1999). The pecating firms can exert more
significant market power both on the demand andsthmply side, that is, due to the
co-operation, they can complete the purchases wwudér conditions and reach such
markets which they could not attain on their owm.simpler terms, the market
opportunities of the firms increase during the peration (Elfring—Hulsing 2003).
It can receive considerably better and more useéuket information. This factor is
closely connected to the abovementioned; grapkiaallis placed between the
“increasing opportunities” and the “acquired knadge”. It is commonly known
that the various co-operations are suitable foralkirg down the information
barriers (DG ENTR 2004, ADAPT 2001). During the aerations, greater added
value can be created, which contributes to achiebietter market results through
selling products of higher quality (Pietrobelli—Fedditi 2004). The increase of
added value through co-operations may be implerderitem the product
development to the developments created in thepeoations between different
sectors (Humphrey—Schmitz 2002).

Consequently, gaining better market opportunitiss one of the most
important motivators of the co-operation betweetegmises. Besides these directly
realizable advantages, however, there are sevtral motivation types, based on
so-called soft factors, which can be observedutihsases, the firms profit from the
co-operations in a more indirect way. In the folilogy the two most significant of
these types are reviewed.

2.4. Increasing “being accepted”

It is an increasingly significant motivation factior enterprises that being involved
in networks can contribute to developing the imafi¢he firm. Moreover, it is a
more frequent opinion that belonging to “quality§-operations is almost a brand,
which means a positive message to the both potgrdidners and especially the
customers. Particularly in the case of start-uprpnises, these types of the so-called
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“reputation networks” appreciate. We have to nbt these networks often overlap
each other with the KIT-networks discussed later (Kmowledge, Innovation,
Technology). In light of experience, they can gseatipport the start-up enterprises
in overcoming the initial difficulties. More expmgely, if a certain firm does not
have a high-ranking partner, it often has diffiguih surviving the initial period
(Lechner-Dowling 2003). Its additional significanisethe guarantee of quality by
such partner(s), which is a great help with crgptincreased relationships for the
participants. Such co-operations indicate to theerst that a certain firm may be a
reliable partner. Empirical surveys prove that tbe-operations promote the
enterprises attaining both the quality and the gtyapossibilities; moreover the
lack of such relationships may directly lead to iherease of obstacles (Lechner—
Dowling 2003). Under similar considerations, thsuis of networks “providing
legitimacy” is discussed, which helps especiallyirty the initial start-up for small
and medium enterprises to gain recognition and @aoee. In the case of these
firms, the co-operation with some kind of higheueation institution or research
institution provides the legitimacy needed for duib additional relationships
(Elfring—Hulsink 2003). Considering the nature afday’'s rapidly changing
economy and the practically infinite number of poi partners, the greatest
significance of these network types is their helptercome the completely natural
barriers resulting from distrust.

2.5. Acquiring some kind of new knowledge and wstdeding

There are few areas of examining the co-operatietseen enterprises which have
been emphasized in the research as much as thekmmmledge acquirable by
networking. Several different names are used in rthgonal and international
research literature, from the learning networks$hi co-operations marked by the
increasingly popular acronym KIT (Knowledge, Inntea, Technology). In the
KIT-networks, the basic objective of developingaatpership is always acquiring or
creating some kind of new knowledge, skill and cetapce (Lechner—Dowling
2003). Accordingly, these co-operations mostly dmvebetween innovative
enterprises, however, in a broader sense; all theperations aimed at acquiring
new knowledge can be listed here.

The learning-flow of information processes withihet co-operations is
influenced by three closely related factors (Vilyid2004, Makinen 2002, Rickne
2001):

— the characteristics of the organizations involvwethie co-operations, from the
owned resources to the organization knowledge a@vai|

— the characteristics of the co-operations (theiteat) innovative character, the
closeness of the relationships, the “age” of coratien),
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— Effects on each other during the co-operationgri@pendencies, realizable
advantages.

Without a detailed discussion of the most importdr@racteristics of learning
networks, it is necessary to mention that for théwvorks, an interesting and quite
unique solution is emphasized more frequently, ¥drich perhaps the most
appropriate name is the “learning through intecadi (Propis 2002).

After the probable expression of network motivasiorthe attitude of
enterprises in the Szeged region to co-operatisnexamined in two different
researches.

3. Networking in practice — two researches in Szede

The applied primary researches are both partiajestsh of one larger research
project. The present study is confined only to ctélg the narrowly interpreted
relevant parts. These issues were not the cerijattive of the primary researches,
so the findings may also be subject to reservatibmboth cases, many interesting
discoveries appeared during the evaluation, whichiges a typical “snapshot” of
existing and potential co-operations in the regiszeged, and the issues of their
stimulation. During research, questionnaires weset $0 nearly 700 enterprises
between July and October, 2004 the selection of the enterprises interviewed,
many aspects were taken into consideration fob#sc objectives of the research.
In some cases, the questionnaire was supplemegtadpbrsonal interview. In the
midst of these interviews, discussion was held sittotal of thirty firms on what
they have experienced so far, and especially thedwpportunities perceived by
them. During other research, the questionnaireesumas conducted in 2006 and it
studied the knowledge-intensive small enterpriseSieged. The sample of 401
elements is representative of the local knowledgenisive enterprise sector. In the
limitation of the knowledge-intensive sector, theaim activity of the given
enterprise according to the TEAOR and to the mailugy of international studies
was used. The examined sample was selected bymasdmpling from the given
population of 2300 firms.

8 Based on empirical survey conducted in “The oppities of the University of Szeged in the
knowledge-based local economy development” titiesearch. Sincere thanks is offered to Prof. Dr.
Lengyel Imre research leader, who involved thisntéa the research, and also to colleagues Bajmécy
Zoltan and Deak Szabolcs, who provided other nacgasformation.

® This research was conducted in the Regional Oper&togram’s 3.3.1.—05/1.—2005-08-0002/34.
Project.
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3.1. On the willingness to networking

In the research of 2004, an overall picture wasvdraf the enterprises operating in
the region, including the examination of their imaton and their relation to
business development services. Certain enterpgiéetaed quite similarly”, thus the
in depth part of the empirical study included ttenitification of possible clusters.
The goal was to provide the basic characteristidhe enterprises and the typical
service demands within the developed clusters.t,Fi4 large enterprises were
removed from the sample of 170, then those ensapnivhich had not answered a
question were removed, forming the base of thetetusnalysis. Thus, the work
continued with a sample of 146 small and mediurarpnises.

Two derivative variables were taken into consideratwhile forming the
clusters: the innovativeness of the enterprisevamether it has ever used a business
development service of a county organization guealiffor it'® Similarly, to the
primary evaluation, an enterprise was regardedasvative if at least one of the
following points was fulfilled:

— it has an own R&D section,

— in the past year they gave an assignment to annaxt@m,

— They permanently cooperate with a foreign partneproduct or technology
development.

Table 1.Clusters on the base of innovation and participatioenterprise
development services

Cluster 1 Cluster 2 Cluster 3
Interested Innovative Refusing
Yes N 0 48 0
Does the enterprise % 0% 100% 0%
innovative? No N 38 0 60
% 100% 0% 100%
Yes N 38 30 0
ggrvicpes earlier? P No N 0 18 60
% 0% 37,50% 100%

Source:own construction

10 These are: the Chamber of Commerce and Industry ofigtéd County, the Progress Business
Development Foundation, the DARFT Regional Develogmégency, the ITDH, and other
organizations providing business development seswtamed by the respondent.
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Those enterprises that were taken to the firstetushich are not innovative,
but they had already used a business developmeritesdTable 1.) were called
“interested”. The 38 small and medium enterprise®rming in Cluster 1 are the
26% of the sample enterprises. The “innovative rpntees” were taken to the
second cluster and make up the 33% of the samBler(#erprises). The third cluster
includes the firms which are not innovative and wnlid use a business development
service earlier. They were labelled as “refusir@f) énterprises, 41% of the sample).
Of course, the distribution of the enterprises e tlusters refers only to the
characteristics of the sample and not their progoin the real economic structure.
Knowing the clusters, the examination of the corapens is divided into two parts.
There was an attempt to map the formal and informeddtionships of the
enterprises, but inquiries were made to answeqtlestion whether the enterprise
cooperates with a partner in connection with infi@dg an innovation and how
often it does so.

Table 2.Formal and informal co-operations

Inter- | Inno- | Re-
ested | vative | fusing
% % %

Member of enterprise network 15,6 | 40,0 115
Subcontractor 353 | 489| 53,7
Common marketing activity with other local enterpa®n domestic market 16,2 10|16 35
Common marketing activity with other enterprisedaneign markets 114 9,3 1,9
Since 2000 participated some kind of network orgation action 10,5 20,8 8,3
Major of leader colleagues graduated on SZTE 18,46,23 12,5
Regular professional connection with university teas and researchers 324 396 15,8
Regularly have students from SZTE to practical gaghip 28,9 250 133
Some leader of the enterprise member of some tmramittee. 15,8 25,5 12,3

Source:own construction

The primary analysis of the primary data suggettad the innovative firms
“have more tendencies” to various co-operationd,thay appreciate the advantages
of networking more than the average. That is, #ssumed that within the examined
circle of enterprises the innovative firms are morerested in the advantages of
networking. In this case, the expectations weremimguously fulfilled; there is a
strong indication that these firms may be moreaklgt for receiving network
stimulation interventions. This fact is proven, angst others, in that the 40% of the
enterprises considered innovative reported to beember of an enterprise group
(Table 2). It seems that belonging to an enterggiseip is an important source of
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innovation, all the more so because the 60% ofetligmis are not in a strategy-
making position in the enterprise group. It is @onéd by the fact that in the case of
the two other clusters, considerably fewer entegsrbelong to an enterprise group.

A surprisingly high percentage of the enterpriséates that they do
participate in supplier activity. However, it doast definitely mean supplying an
installable component or module, but rather reterdhe existence of a regular
buyer-supplier relationship. More than half of ttefusing enterprises have these
kind of relationships according to their statemetitsis it can be assumed that a
significant part of the buyer-supplier relationghipnambiguously have an effect
towards the refusal and against the innovation.efpected, the marketing-co-
operations are rather sporadic in the case of esleister. In the study, particular
attention was paid to the university relationstspxe these kinds of relationships
are probable, based on the economic structure ef région. It was already
perceptible in the primary analysis that the exggmis were not fulfilled. However,
it can be assumed that for the innovative firmds ttendency is different.
Expectations were only partially fulfilled becausecording to the data, the
innovative firms did not connect too closely to tkeowledge centre either. The
formal and informal relationships with the univéysare not too intensive, according
to the findings. These relationships of the inniveaenterprises are intensive to
some extent, while they are more occasional foréfigsing cluster. About 40% of
the enterprises of the sample that are considemadvative have a regular
professional relationship with a university teacberesearcher, which indicates a
relationship outside the region in about 20% of ¢hees. The formal relationships
here can be credited to a small extent by persetetionships. This is indicated by
the fact that quite a small percentage of the sestadf graduated in Szeged, which
is evidence for the lack of a very important elemen the local informal
relationship network. In a part of the cases irhbbe refusing and the interested,
the received assessments signify that there is ddichkny senior staff having a
university degree at the company. It is also indisathe lack of co-operation
opportunities in that a relatively small percentagefirms are represented in the
elected committees of boatd&aving a role in the local economic life. Whiletire
case of the innovative cluster, this means a quaftehe enterprises, and in the
other two clusters, the result is close to 10%.

It can be a critical area of the co-operations esgdf their goal is directed at
developing some kind of innovation methodology s tarena. Innovative firms
especially can be expected to show increased @citivthis area, since their activity
is already functionally connected to creating s@uod of new knowledge. It was

1 In the questionnaire the following organizatiorerevpresented: Chamber of Commerce and Industry
of Csongrad County and the GYOSZ, the KIOSZ and tB&¥ organizations in Csongrad county.
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examined in detail with whom the members of thestelts cooperate with in this
area. Perhaps this was the most surprising areaubecthe hypothesis was not
justified or expected. Although certain co-openasianay be observed, basically the
regular co-operations related to the developmenmrodvations are simply missing
(Table 3).

Table 3.Regular co-operation with some organizations inkingy out of innovation

Interested | Innovatives| Refusing
% % %
Competitor 9,7 0,0 6,3
Customer 17,2 20,5 16,7
Advisory enterprise 12,9 4,4 2,2
Subcontractor 17,2 0,0 13,0
Higher education institution 6,7 13,6 4,3
Other research institute 0 9,1 2,2

Source:own construction

Based on the chart it can be stated that the eigesp(even the innovative
firms) of the sample are not willing to cooperatgularly in the interest of creating
an innovation. Only the relationship with the cuséws shows considerable value,
and the highest value indicates only 20% which ameng the innovative cluster.
The co-operations with higher education instituéee rare, which confirms the
earlier results in which the corporate relationstdpminate in the co-operations of
the university and the business sphere in Hungary.

3.2. The importance of the certain motivation tyipethe co-operations

In the research of 2006, it was directly asked isipatly about the various network
motivations. In the theoretical part, the most imaot characteristics of the
networks in detail were examined, focusing in pgaitir on the possible reasons of
co-operations. The various co-operations are eglheanportant for the examined
knowledge-intensive small enterprises. For thisveyr in accordance with the
categories presented in the theoretical part, resesas done for the answer to the
question of what the firms’ specific reasons fa ttndency to cooperate.

Evaluations were done on a seven-point scale tot wingortance the
respondent attributes to the realizable advantafemrticipation in a cooperative
network. There are considerable differences betwhenvalues of the realizable
advantages (Table 4).
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Table 4 .Motivation of participation in network (1-7 scale)

1 2 3 4 5 6 7 Totall| Mean
Enlargementof | o7\ 95| gg| 80| 90 108 138 100 321
resource barriers
Obtain cost 36,5| 55| 73| 7,8 11,1 113 20,4 100 3,67
benefit
New ordering and
supplying 20,4| 30| 78| 6,3 11,3 136 375 100 4,76
opportunities
Desire for 191| 2,3| 58| 10,3 13,9 15/9 32,7 100 4,76
recognltlon
Acquiring new
knowledge, 16,1| 15| 45| 10,1 151 16/9 358 100 5,00
understanding

Source:own construction

The data show an instantaneous picture, in whighrag(established and not
established) conclusions can be drawn. These czinokl were ignored, except it
could be highlighted that a significant portiontbé enterprises consider obtaining
cost advantages and loosening the resource baagersnly slightly important.
Reviewing the chart, it can be observed that amemdly sharp result that the
“softer network motivations” appreciate. The prae=s described in the research
literature appear also in the case of knowledgensitte small enterprises. In the
past, especially for traditional networks, the ibley advantages lead to co-
operation. In the case of knowledge-based reldtipss the softer categories
appreciate. This is well demonstrated by the res(iticreasing being accepted,
desire for recognition: 4,76; acquiring new knovgedunderstanding: 5,00), which
indicate the importance attributed to the factoedl.w

4. Conclusions

Unfortunately, the “snapshots” unequivocally show#tht the co-operations
experienced in the region are fragmented, unorgdnénd concern only a smaller
portion of the enterprises. Thus, it would be dédig necessary to get familiar with
the best practices and to consciously stimulatectheperations. Because of the
variance in types of co-operations, it is quitefidifit to outline the individual

characteristics. However, for the successful nétgidn most cases certain specific
features can be observed. The first success fectbe commitment levels and that
the partners clearly articulate their objectived arpectations from the beginning of
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the co-operation (ADAPT 2001). It is a common eigreze that in the form of
network co-operation, the market view has to plevidie second success factor is
the usefulness of the co-operation is clear tgaities. Resources and knowledge
are shared among all members of the co-operatimhthas is difficult for many to
overcome. Generally, fear of freeloaders and mudisttust are the most significant
obstacles in developing the co-operations. Thiwhyg the importance of informal
networks in the success of the co-operations camnstressed too much (Kingsley—
Malecki 2004). Emphasizing the common vision in¢beoperation networks is also
an important factor. The goal of the co-operatias to be defined clearly, and this
objective has to be accepted by all participaffthdre is no common goal realized,
than there is difficulty in gaining knowledge frogach other. Finally, it has to be
emphasized that in most cases, there are morgtbétrdriven enterprises involved
in these networks. Various higher education instihis and research institutions
also have an important role in the co-operationgeEence shows that these co-
operations have to be open to involving additigraaticipants, even those who have
to be diligently encouraged (ADAPT 2001). Examinitige various motivation-
types, it can be stated that basically almost @bgerations in some way, either
directly or indirectly, aim at more cost-efficiesmlutions. The original motivator of
co-operations is increasing the competitivenessugir the reduction of different
costs or through maximising the income. This figdirs crucial in deeply
understanding the intervention of economy develogmérhe existence of
appropriate trust is also essential for any co-apan (Patik 2004). Realizing this
fact is a key point because networking has to s=dan a relationship of trust.
That is exactly why the most successful co-openatievelop in an area where the
willingness to cooperate is an important part af &ntrepreneurial culture (Patik
2006). It is not accidental that the decisive pegl® on network development
almost always emphasize increasing commitment aufdlibg trust (Rosenfeld
2002, Huggins 2000). In the case of stimulating ¢émerprises’ willingness to
cooperate, it has to be highlighted that theredinext cost advantages that can be
realized in the co-operations. In light of thisthie existence of networking within a
group can be shown to be a fair advantage to aicg@ants, then substantive and
long-term and successful co-operations develope@fise, it is probable that only
the waste of sources dedicated to development happéat is why it is important
that during working out different network organigiactivities, it is critical to be
both aware of each person’s expectations and tcclear on what types of
advantages can be realized.
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The contradictions of health service through reitecof
the doctor-patient relationship

Péter Kuba — Eva Malovics

In spite of the fact that the concepts of markeing competition are considered to be an
unrelated trend in health provision, the medicalmtounity has been forced into the
competition. This competition has even widenetiédHungarian Health Service to preserve
basic working conditions such as devices, instrumend the battle to overcome the lower
wages (Lantos—Simon 2005).

The fact that it is worth taking marketing aspedate consideration when analyzing
the doctor-patient relationship can be considerecelatively new matter of consideration.
The independent parameter of the research model isgbe putative competence of first the
provider, and then the consumer. The providershef gervices are typically experts, who
estimate risks according to professional aspectsmethods (or how they define tasks). The
dependent parameter is the perceived risk whidbil&eral concerning the service (Veres
2003). One of the arbitrating factors is trust, ainican be considered as an inclination to
risk-taking behaviour and the other is patient'sgtive competence.

The following conclusions were proven in this reskgaper:

1. In Hungary, the trust-level of the doctor-patiealationship is low; therefore the

perceived risk is high.

2. The level of trust in the system is also lowceoning health service.

3. Due to the above mentioned factors; both paréinis are dissatisfied with the

level of communication, cooperation and of the pars social competences.

During this research, focus group interviews anthisstructured personal interviews
were used to prepare quantitative analyses. Thalte®f these qualitative investigations
will also be presented.

The benefit of this research can be established,tdithe fact that bilateral risk can
be reduced by appropriate risk communication. Cqasatly, communication can be a risk—
managing instrument if the participants of the saation decide to take advantage of it.

Keywords: health service, doctor-patient relatioipshiisk perception, competence
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1. Introduction

As members of a research team of the Instituteusirigss Studies at the University
of Szeged, the chain of competenatsk-communication by a comparative research
is examined. Three types of services are compdredith care, education and
project engineering. In this study, the presentltef the examination of medical
services are summarized.

The goal of this paper is to discover and introdebaracteristics of the
perceived risk in the process of services, and thlsmpportunities of the reduction
and treatment of this risk with the help of comnmation.

2. Different approaches concerning the research oisk

Defining risk is not easy because researchers weesd definitions based on the
research goals and scientific backgrounds. Commspéaking, it can be derived
that risk usually refers to an activity based onartainty. Uncertainty results from a
state of insufficient knowledge. It can be stathdt tby enlarging the amount of
obtainable information, the chance of success caimag certain activities can be
increased.

According to often used definitions, risk is prolhifp of the outcome of a
potentially unfavourable event. Powell (1996) definisk as the combination of an
undesired and uncertain thing. This definitionametimes expanded by saying that
the probability of the event's outcome is multiglidy the rate of the caused
damage. According to Emblemsvag and Kjglstad (2008k is interpreted as a
systematic method of how to fight with danger. Bhse the above mentioned facts,
the main point of the risk definition is the followg:

a) Either the possibility of the occurrence of samévourable event,

b) Or the possible default of some favourable event

Based on Renn’s taxonomical approach, risk defingican be ranked into
four big groups.

— By risk, technical approachingresearchers mean the failure of different
devices and systems and they aim at treating tfaeimful physical, chemical
and biological effects and these effects give thené for their analysis and
evaluation.

— While economic approachease the dimension of negative consequences,
satisfaction-dissatisfaction instead of the moredively measured but more
narrowly interpreted “damage” dimension.
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— Howevercollective and social approachésociological, social psychological,
anthropological approaches) put emphasis on tkeafathe reference groups.
When constructing the elements of reality, andetfege that of the risk, they
widen the individual focus of the psychological eggch (Renn 1992).

— Cognitive psychological approacheput emphasis on risk perception.
Concerning the definition of risk, the significanoé subjective judgement
formation is huge. In the definition of risk, whiléaking subjective
perceptions into consideration in addition to thedicted one-dimensional
values, different quantitative and qualitative f@as are also taken into
account and they interpret risk as a subjectivejyeeted term (Slovic et al
1998).

Perceived risk in everyday life differs from spdisia’ opinion. People can
overestimate certain dangers (flying), and undemesé others (driving).
The following factors play roles in perceived risk:

a) Availability bias: the judgement of an event elegls on how easily one

can bring it to mind.

b) Overconfidence: not realising the limits of aewn knowledge.

¢) Demanding certainty: reduction of exaggerated t@used by uncertainty

(Radnéti—Faragd 2005).

The representatives of the psychometric approatchapuemphasis on the
necessity of measuring risks. First of all, theglgped risk perception in connection
with modern technological devices, methods andvities. One of their main
methods is using questionnaires because within ftaene of psychometric
paradigm, people have to make quantitative valaggments on the riskiness of
different risk-bearers’ existing and desired ratesaddition to the ideal level of
regulation. At this point, these judgements areateel to other judgements
concerning other features.

By cognitive psychological methods, they tried@geaal the risk attitudes and
perceptions present in a society or culture anddtagving of their cognitive maps
was also attempted.

Slovic (1987) carried on research about the charatits of laypeople’s risk
perception, as he found lay interpretations of iisiportant. Some of his most
important questions are:

— What are the defining factors of the perceived (bnceptual features, the
influential strength of emotional factors, and #fikequate notion of methods)?

— How accurate is the perception of an average p@rébo distortions come
from the insufficiency of information or from thadt that skills are limited?)

— What steps must be taken in order to develop eapbay attitude towards
risk?
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— How can experts appreciate where the limits ofrtb@inpetence are?

His results show that despite less information #medpossible mistakes, lay
knowledge concerning risk reflects a steady comatidm that is typically missing
from the experts’ risk evaluation (Slovic 1987).€Bk thoughts, in connection with
risk perception and communication, play a cruade iin scientific literature (Table
1).

Table 1.Different aspects of risk perception concerningegigand lays

Experts Lays
Risk valuation is based on previous
experience only in small amount

Control and predictability of risk

Obijective risk identification, evaluation

LU Risk cannot be perceived by senses
and minimisation

There are no data, no statistics, the
usage of these is not evident for them
The role of assumptions and
Efforts made for providing general rulgsindividual concepts is more significant
— individual value judgement

It would serve as the basis of rational | They do not rely on unambiguously

Scientific approach

decision concerning risk mechanical or economical aspects
Emphasis on qualitative risk features,
Probability risk predictions significance of the role of subjectivity,
fear
Mixed usage of the above mentioned
Risk comparisons aspects-the inconsistence of

judgement and action
Source:own construction based on Haller (2003)

3. Why “healthcare” specifically?

State health provision could not follow the “pribeom” in health service which
was caused by the improvement of medical sciendepharmaceutical industry and
the rising public needs worldwide. Related to tiséng prices, besides the costs of
the direct health provision, the expenses of tlieviding factors have also appeared:
— insurances companies and
— management.
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In addition to the rising quality of the hospitacommodations — mostly
based on the insurance system — and other typeotafction, the consequences of
malpractice suits have been reduced. During thé®4 97 Hungary, as a result of
falling rates of the economy and the indebtedndéshe state, variance could be
perceived between the “medically possible and tomemically affordable” terms.

Citizens have claimed to be informed of the intrichn of the new, although
expensive, medically possible methods of treatmbotshave had no or lessened
chances to attain them. It is an interesting andertstandable paradox, that as a
result of the present effect of the slogan: “freel &igh quality”, citizens do not
connect the necessity of contribution payment whthexpenses of health provision,
or at the same time, payment of taxes with thedipgron health care.

The developmental limits of the health provisiorsteyn and the problems
around its operation have appeared as politicalesdecause if it is a state-run
system. Therefore, it is not surprising that attihee of the change of the regime,
the politically acceptable choice became the hesdtivice based on an individual
insurance system. This change found its shape imnsurance system without
consequence.

Health service is a huge system which definesitheof a society. It is the
sum of those individual and social actions whictm & preserve and re-establish
health and to provide its specifications. Its asntd reach the best health state
possible in the widest layer of the population.

The 3 main areas of health services:

— basic provision
— out-patient service
— in-patient service.

As a fourth factor, the pharmaceutical industry etso be listed here as an
active participant. In our opinion, risk perceptiam health services has been
outsized by the present “war psychosis” of healtvigion.

The interest towards the study of economics andagement has risen
dramatically among health services in comparisoth whe previous situation.
Earlier, even economists dealt little with the emwmit problems of the health
services, despite the fact that it is the foundivggnber of the non-profit sector.

It is a global problem, even the most developedntiges fight financial
difficulties; the principle which says: “providingverything for everybody” has
become unmaintainable (E¢e2002).

Doctors must possess a great deal of skills, @sliand professional
knowledge in order to be good experts. Trust isemibran necessary in health
services; moreover, the rate of risk is also tlugést here in this sector (Hajdu—
Bagi 2004).
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Health care as a service sector seems an obvieasHrne industrial era came
to an end, and now lives the era of informationtiWeference to Garai (1997), in
this new era, in the time of the second moderropati..we must take spiritual
phenomena into consideration of economic factohs.the era of information,
hastening is one of the most important featuregeoiple and society. Today, more
qualification is possessed, but less intelligencegre knowledge, but less
comprehension; there is more professionalism, batenproblems arise; more
medicine is available, but health conditions assdmed. People drink and smoke
too much, they are too fat, they are stressedtloey, watch television far too much
and they do not exercise enough.

There are different active participants of headitviee who are the subjects of
analyses. Their characteristics vary accordingpédr toncern in the health field.

1. Doctors: they must possess a great deal of skills, alslitiprofessional
knowledge and competence. They have a “certificatedical degree) and
they participate in continuous trainings (specialesxamination, score
collection), that is how they become qualified. €dering the present social
(and within it, health care) conditions, it is ddished that they are
overburdened, tired and exhausted.

2. Patients: They pay the Social Insurance without really knayvivhat is is,
and still, health provision is not free. They feldfenceless, although they
have guaranteed rights and health care represa#afrhey are constantly
struggling with weight problems, they do not exeecenough and they eat in
a very unhealthy way. They are afraid of treatmefitsey do not have
complete trust in their doctors and make reportires the doctor if the
‘broken part’ cannot be replaced or fixed.

3. Holistic health practitionersMost do not have degrees and their accreditation
is not possible. This is an area overwhelmed hydralthough, many of them
have been proven skilful in their area of specialihey do not cure the
patient; only help the organism cure itself. Theref responsibility is not
theirs either. They are often consulted when thentlis desperate and
hopeless and sometimes it has even become fashdotmlyisit a holistic
health practitioner.

Taking into consideration the above mentioned faitis is why the health
system has been chosen as the focus of study. &&léhhsystem is a high-risk
sector, where everybody is affected and, thereftgserves research.
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4. Problem statement

The structure elements of the 19th, 20th and 2Ar#ucy can be found in the present
structure of the Hungarian Public Health. It is ©idered to be a relatively new
aspect that it is worth taking marketing factortigonsideration when analyzing
the health care.

The notions of competition and marketing were nateated in the public
health of the USA until the 1980's. It was takenaastrange idea in the area of
health care that business matters push their wagsthe structure of public health
and generate unworthy competition of healing.

According to Kotler, most institutions in the publiealth have no choice to
avoid competition because there are institutionthénsame field of supply and they
have to compete with each other for demand. Iropision, competition is forced
not from outside, but it is formed inside of puldiealth. Management methods and
marketing tools can be used in this field, too.

Leisen and Hyman (2004) emphasize three elemermtdar to give a reason
on the research based on marketing concerningeiiéhhservices.

First of all, there has been a process lately, hathat the activity of doctors
and other assisting organizations has been analyenad such statistics which were
used only in business life before.

According to Peyser, the following statistics canshressed:

— the behaviour of the consumers (patients)
— reputation or “good name”
— economic motivating factors (income, income overages)

The competition between services is getting pragvely significant in the
medical system; therefore, traditional marketingthrods get increasingly more
important roles in health services.

In addition, the doctor-patient relationship isoad-term relationship. Health
services are essential from a personal aspecthagdcompel high rate commitment.
Most consumers (patients) prefer continuous, lamgit relationships with their
doctors.

Moreover, trust is the crucial point of the dogbatient relationship. The
more expenses that accompany the damage causéeé bycompetent service (for
instance: malpractice suit), the bigger the rolewsdt is when evaluating the service.
It becomes clear from research of Swan et al. (199@&t most patients are not
experts in medical sciences; that is why they atiged to believe that their doctors
treat them well.
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Based on the above-mentioned arguments, it cartavedsthat the doctor-
patient relationship can be considered as an iateregketing relationship (Leisen—
Hyman 2004).

Johnson and Grayson (2005) put an emphasis onotreétive and affective
dimension of trust in the relationship between isey and consumers. By the
consumer’s cognitive aspect of trust, it is meamtard belief and deep conviction
towards the competence of the service provider. ddgnitive dimension of trust
makes it possible to predict the probability raftehow the service provider will
complete the promised engagements. On one hasdkribivledge originates from
the observation of the supplier when acting ineddht situations. On the other
hand, it is based on news coming from other sesviGdviously, the consumer can
never be absolutely sure concerning the resulhefservice, therefore trust in the
competence of the provider always remains an impoffactor. This is particularly
true concerning health systems.

The affective dimension of trust is based on tHfeséings which were arisen
by the quality of the service and the interest erpeed by the supplier. Certain
pieces of information coming from others might irgihce the affective dimension of
trust, but what counts considerably is personaleggpce towards the service.
Besides information, it is based on emotions. Ast@mnal raillery is getting deeper
and deeper, the trust in the service provider mayeed the rate justified by the
consumers’ knowledge. Since emotions have such residerable role, these
relationships cannot be analysed well with the hmipthe economists’ objective
risk-evaluation models.

The public health system in Hungary has severatiapeharacteristics. The
indexes of statistics concerning the Hungarian iEublealth mainly meet the
requirements of the development of the Hungariamewy. The expenses of Public
Health in GDP in Hungary are almost equal to OE@Brage. However, expected
life spans of people are lessened, risks of gettiraye increased, and chances of
recovery are worse than most other developed deantr

It can be stated that there is competition for weses in the Hungarian Public
Health. The main reason of this competition is gheat lack of resources, and the
main purpose of it is to ensure better circumstarioe medical treatments. “This
usually goes together with self exploitation, whigeduces personal and
organisational effectiveness. This kind of compmtitis basically not useful on a
social level; but, at present, this ensures thekingrability of the Public Health in
Hungary” (Lantos—Simon 2005, p. 45.).
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5. Research model

The independent parameter of this research is ipeitabmpetence, which is the
judgement about the savvy of, first, the providerd then the client. The suppliers
of the services are usually experts, who estimites raccording to professional
aspects and methods (namely, how they define tasks)

Figure 1.Research model

Perceived/putative - -
Perceived risk
competence
. /L 1T
I How is it reflected in
) ) | communication?
Relationship (trust)

The putative (limited) competence of the
patient (information asymmetry)

Source:own construction

6. The results of focus group interviews

In this particular research, focus group intervidthsee of them were prepared: one
with doctors, one with holistic health practitios@nd one with pharmacists — being
“qualified patients”) and semi-structured persdntdrviews (with subjects who — as
many members of our society — already had expeggeit the Hungarian public
health system: had been patients) were used taé¢ipe quantitative analysis. The
main topics of the interviews are the followingrgmved competences, perceived
risk, and communication in the process of the hezdte service.

While defining the competence of a physician, intpiotr differences were
found. Patients said that the main elements ofditetor's competences are their
social competences:
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— the quality of the information
— the manifestation of the empathy of the doctors
— the personality of the doctors

However, in the doctor groups, the overall expeaéeis that doctors consider
the criteria of the profession when judging theamocompetence. The knowledge
and the observance of the rules of the professienadequate expertise, the ability
of making decisions, qualification, and firmnesg aill important aspects. The
interviewed doctors are aware of the fact thatribeiice and friendly means a lot to
the patients; although, according to them, it hashing to do with being
professional”.

The doctors are much more aware of their infornmatiGuperiority and often
look down on the patients’ information resourcesug@lly obtained through the
media). This information is accepted only by certparts of the patients’ history
and experience.

The patients judged the medical interventions ridkgcause “a life is at
stake”... they identified the following risks:

— improvement does not occur in the state of the=pati
— the state of the patient deteriorates after thanrent
— malpractice

— Death.

Among competence factors reducing the perceived oither organizational
aspects also appear concerning the patient graush, as the reputation of the
hospital and its equipment. Patients are highljuerfced by good experiences and
stories of other patients. Furthermore, the peetki@ompetence of the healthcare
staff also plays a significant role by means ofratiily the communication and the
judgement of their professional activity as detewmi by:

— the reputation of the doctor

— his medical costume or uniform

— the doctors ability to make contact with the pédtiamd therefore helping the
patient venture to make contact

— the expertise of the nurses and how much time dleay with the patients

— the superiority of the preparations before an dpmra

In the perception of the competence elements istrgaisk, there was also
difference between the two groups:

— The patient groups emphasized the lack of inforomationcerning the doctors
as one of the most important risk factors.

— As for the doctors, the lack of time, the uncetiaiand the limits of risk
communication (“all risks must be told beforehartbeowise we might be
sued, but it is impossible to tell about all treks") were emphasized.
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One question was presented on how to communic&eeltments of the
medical competence in different healthcare sitmatid\ccording to certain research
(Maryn 1998), most complaints concerning medicalises are not in connection
with clinical competences, but with communicatiomidems. The most frequent
complaint is that the doctor does not pay enoutgntibn to the patient.

The two groups gave diverse answers concerningjtlastion. Doctor groups
put an emphasis on:

— education,

— direct interactions,

— the role of agreement declarations,
— And on an overall information.

As for the verbal and formal elements of the depitient communication,
the importance of the doctor-patient communicati@s in part appreciated by the
physicians. Some of them recognised the signifieaot communication in the
improvement of the doctor-patient relationship (igats prefer being treated as
partners”). What is more, informational asymmettyoaappeared (“if the doctor
informs the patient well, then the patient's expgons are down-to-earth” “the
doctor knows what to do in certain situations wifile patient does not”).

Although, problems also occurred like lack of edioca(we have not been
taught this) and doubts concerning the importafi@@mmunication.

Based on the interviews, the doctor-patient compatiin seems rather
authoritarian. When doctors talk about patient dianpe, they mean that patients
should follow the doctors’ orders (“...He must gosee a doctor and he must take
the doctors’ words”).

Compliance or adherence to health service providenmmendations is
widely considered to be a remarkable factor inthealitcomes, and several aspects
of it are found to be affected by factors that ggah the consulting room (Vajda
2009). However, according to the doctors interviegmanly patients are responsible
for patient compliance. This statement was empbddiy all of them, and they all
considered the level of the patient compliance [otis typical phenomenon could
be sensed, and as for the doctors’ interpretati@@émed “...as if many devoted
experts wanted to do good to the patients dedpétie willingness” (Lantos—Simon
2005, p. 47.). It is a pity that patients interptetompletely differently. How is it in
reality according to the statistics? According tifedent surveys concerning
different diseases, in every case, the long tegattnent patient takes even less than
half of the prescribed medicines. The worst resatisurred in the treatment of
asthma, where patients take only one in four fliltos—Simon 2005, p. 48.).

A separate chapter is devoted in connection with ldss of trust. In the
patient groups, the effects of the media and diegperience could be shown. The
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media has a significant role in spreading bad exesnand malpractices. Patients
consider doctors incompetent based on their bebayfthe doctor gives the same
medicine for everything, my state is getting wossel worse... the doctor is not
available when he is needed... and | have to watbfamuch...”)

In the doctor groups, the following statements weegle:

— the loss of trust is rooted in the circumstancetheftreatment
— physical condition of the institute itself

— lack of attention towards the patient

— lack of the nurses' activity

The doctors being exhausted and tired were memtiamesach and every
interview (“to be on over-duty”) and as a resuliey make mistakes. The question
about who is responsible for this was raised, kag never answered.

According to the patients’ opinion, delineating theks is the occupational
duty of the doctor; whereas, they add that detaifddrmation depends on the
seriousness of the problem. Dentistry, family dostcservices, dermatology,
ophthalmology, and orthopaedics were appointed dtess risky field”. They
considered surgery and obstetrics risky and fielldsre prompt decisions have to be
made and aggressive intervention is needed. Thegupre that the longer the
medical intervention is, the higher risk thereQm the part of the patient, risk can
by reduced by prevention, gathering informatiounstr keeping to the instructions of
the doctor, a positive approach and belief in #@very, a solicitous choice of the
doctor and collaborating with her/him. On the pdrthe doctor, risk can be reduced
by: less acute patients, identifying diseaseswme tiempathy and due experience.

The service is considered successful by the patigmtincipally, if the
recovery is univocal, although they see that it bandifferent depending on the
seriousness of the problem. Secondary, but eskentfee aspect of success is if: the
treatment is rapid and effective, it is accomparbgdless inconvenience, pain is
minimal, there is scarce risk and the durationhdirt recovery fits to what they
anticipated. According to some opinions, even flgatrdiagnosis is an essential
peculiarity of success — although it can’t be w$te the patient. If the patient meets
with failure — lack of recovery — his/her attitudecomes distrustful with the doctor
and his/her fear rises. Patients are content willea: treatment meets their
expectations or it is even better, the doctor usedern technology, the patient is
recovered, they get fast, accurate and effectivédicakattendance, they see that the
doctor does her/his best in order to promote theipated results. A participant
noted that contentment depends on the seriousrietb®e @isease. They consider
more important to raise the quality of the senbgamproving the provision rather
than the doctor. The staff should “handle patiest$iumans” and the equipment of
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hospitals should be improved. Patients respondat feedback is still necessary
when a patient is content because the experiensgcotss reinforces the doctor.

7. Conclusions

To highlight the conclusion of this research, theme significant differences
between doctors and patients in the expectatidateteto perceived competences,
risk-perception and communication. The differenicethese approaches contribute
significantly to the fact that the level of confid is low and the perceived risk is
relatively high in the doctor-patient relationshipese reduce the patient compliance
and the efficiency of the service. It is also cléarus that the evaluation of the
quality of health care services is deeply influehdey the above mentioned
variables. The communication between doctors artéemda should contain the
characteristics of the risk communication to ratise level of the trust and the
satisfaction in the health service. Henceforthultesshould be obtained by using
quantitative methods. It is also illustrated insthiesearch that the methods of
service-marketing might contribute to enhancing ligpaf health care services
effectively.
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Compliance and health behaviour in medical services

Beéta Vajda

Compliance or adherence to health service provideommendations is widely considered
to be a remarkable factor in health outcomes. Itejgorted to be in relation not only with
patient safety, but health system effectivenesdthheosts and the health of populations as
well. Although literature results suggest complian@tes to be quite low, results of
empirical research show a relatively high compliarin a Hungarian setting. This may be
due to the authoritarian characteristic of doctaatjent relationships, but also to the effect
of measuring only intentions, not actual behavieurwhich is a general problem of
compliance-measurement methods.

Keywords: healthcare services, doctor-patient fielaghip, decision, compliance, health
behaviour

1. Introduction

The nature of doctor-patient relationship has gthmeugh remarkable changes in
current times. From the healing aspect, a shiftamperceived from the biomedical
model (most important characteristics of which @amphasis on biological reasons
of diseases and on biology-based treatments, redigth in the practice of
consultations, an estranged doctor-patient relshipn doctor-and illness-
centeredness) to the bio-psycho-social model (thst important characteristic of
which is that not only biological, but both soctd psychological factors are taken
into consideration in diagnosing diseases and imgegiatients). This means that
doctors have to take this multi-faceted approath aonsideration when planning
therapies, which implies a more personal relatignshith patients in which
personality, behaviour and feelings of both sides acreasingly important
(Molnar—Csabai 1994).

Concurrently, changes can be seen from an ecormmianarketing point of
view as well. Economic considerations have com#héoforefront due to financing
problems of healthcare systems, amongst other gmuhl even in the most
developed countries. Interest towards economiciesuénd management has
increased among healthcare workers, and their monsz of costs has risen
compared to proceedings (Vajda et al 2008). Medatsgntion is increasingly
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considered to be a service, which results in atgreamphasis on marketing
approach, consumer behaviour and satisfaction, opaliged relationship
management, and risk communication. A health careice is realized at a given
place, according to specified technology, basegromounced or not pronounced
expectations, with a particular person, and usuzlynot be repeated. That is why
controlling service processes gains an increasedritance (Hajnal 2005). The aim
of healthcare services can be represented in eliffavays like assuring the activity
of human resources (Kincses 2000) or as meetinghdeel for health, harmony,
comfort, painlessness and adequate quality ofcbimplemented with the need for
acceptance (Piké 2004).

Moreover, social trends increasingly affect the lthelaehaviour of people
and, as a result of which, these trends are geitinglved in the daily work of
physicians. Tdcsik (2007) summarised trends affecting health case the
following:

1. A new interpretation of health. Besides the maf&epatients, the market for
healthy people is gaining more ground and imposearihe basic WHO
definition of health (stating that it is the statiecomplete physical, mental a
social well-being and not merely the absence adadie or infirmity — WHO,
1948), which is not limited to a biomedical defariess of state of health, may
predominate in more and more areas. Besides, gdabah is increasingly
present.

2. The increasing numbers of regular customers onhisa@th market, the
demand for “buzz shopping”. Being free from complaiis not enough;
people search for activity and happiness.

3. Media effects. The media piques the attendancertsadifferent products,
services and interventions.

The development of healthcare leads increasinglywitbe-ranged choice
alternatives, shared responsibility between patémt physician in case of health
and treatment decisions, and a higher self-managewke individuals (Sihota—
Lennard 2004). Both areas of changing aspectspocate the rise of the theory and
practice of doctor-patient relationship and comroation. Proper communication, a
good doctor-patient relationship and the involvetrginpatients in the process of
decision making about the therapy are increasinghsidered as factors that may
facilitate the success of the healing process acr@ase satisfaction.

However, economic sciences have not paid much tattertio this issue.
Despite the fact that more informed consumers, imgsto be involved actively into
decisions, are very important subjects of invesitigs (Vick—Scott 1998). This
naturally may be due to the fact that both suppid @emand side of medical
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services are different from those of profit-oriehtervices. As Kornai (1998, p. 45.)
formulates: “there is a general agreement on heaithbeing significantly different
from other branches of social activity”. He alsdis¢he attention to the following
specific characteristics of medical care:

— As health has a value that is not like anythingeelsarket forces may
miscarry, and measuring costs and benefits is liadiiicult.

— Itis difficult to determine the rate of “basic m=2.

— Due to the special value, most people accept agalit views of the
allocation of medical services — equal access bes@mmoral principle.

— The supply side has more information about the esuibpf the transaction
(information asymmetry); this is partly the reasminthe asymmetry in the
relationship between doctor and patient: doctonsdependently from social
systems and economic incentives — have control pagents.

— As a consequence of the shortage economy in haadththe lack of quality
improvements and the defencelessness of consumnacterize this system.

One of the factors of doctor-patient relationskipatient compliance. It is not
only one of the determinants of communication, bl#o a consequence of it.
Communication style and process, attention, listgno their problems and getting
adequate information about their illness and thenagay be the most important
factors that influence patient compliance whicmthéects healing and satisfaction
with doctors (Molndr—Csabai 1994). Nevertheles tble of compliance in
healthcare is important from several (social ar@hemic) aspects.

2. The importance of compliance

The role of compliance (and that of non-compliaasavell) is frequently mentioned
in the literature regarding doctor-patient relasioip and the success of the healing
process. It is reported to be in relation not amih patient safety, but health system
effectiveness, health costs and the health of ptipas as well (Sabaté WHO
2003). As the percentage of patients who do noewdto the instructions varies
between 20% and 80% (Paes et al 1998), it is evither this problem is relevant
and has to be dealt with.

2.1.Defining compliance

According to the literature, it is not evident hdte concept “compliance” (in
relation with health situations) can be interpretadaddition, different ideas can be
used for different health situations. In a survbgwt differentiating the concepts of
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compliance and persistence, the authors deterntimedneaning of (medication)
compliance as it “refers to the act of conforminghe recommendations made by
the provider with respect to timing, dosage, arefjdiency of medication taking;
therefore, medication compliance may be definethaextent to which patient acts
in accordance with the prescribed interval and adsee dosing regimen” (Camer et
al 2007, p. 3.). These authors have also statéadnapliance is the synonym of the
concept of adherence. Contrarily, the World He@tiganization (WHO 2003), in
its paper about adherence in long-term therap@ssiattention to the fact that these
two concepts are not necessarily the same. Reggitdinlefinition of adherence, it
is “the extent, to which a person’s behaviour -irigkmedication, following a diet,
and/or executing lifestyle changes, corresponds agireed recommendations from
a healthcare provider” (WHO 2003, p. 3.). The ddfece between adherence and
compliance is the agreement: adherence referstommendations in connection to
when there has been an agreement between doctgratiedt; while the definition
of compliance does not contain it (WHO 2003).

The concept that patients should be active partwélshealth professionals
in their own care and that there should be an aggee about the therapy is
universally agreed upon; however, meeting the emtieas of medical
recommendations is an important factor in the auteonentioned above, regardless
of the degree of a preliminary agreement. Therémnal be differentiation between
compliance and adherence — however, naturally,s itatknowledged that the
accordance on the therapy may have significanttsfien subsequent compliance as
well.

Therefore, when the term “compliance” is useds itéferring to “the extent,
to which a person’s behaviour — taking medicatifollowing a diet, and/or
executing lifestyle changes corresponds with recendations from a healthcare
provider”, and considers agreement between doatdr @atient as an important
factor in the extent of actual compliance.

2.2.The role and effects of compliance

It has long been recognized that patients do nttwothe recommendations and
instructions for the use of their medications (Paesl 1998). Problems of non-
compliance (most frequently, but not always, inrextion with medications) and
measuring compliance have been an important issuesdveral decades — for
example, a study in the 1970s dealt with the goesif patients taking little of the
treatments prescribed for them and claiming thatemmpliance had been a subject
of several reviews at that time (Chaput de Sairedfv7).

There are several methods used to measure patieqiiance, which results
in quite different estimated degrees of compliaideere are direct measures, like
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observation, biological assays and the use of markand indirect ones, like
interview, pill counts, clinical response and u$enedical monitors — but none of
these methods is totally reliable and besides, frepably measure different kinds
of behaviour. As mentioned above, the percentagetiénts who do not adhere to
the instructions varies on a large scale; accortingyHO (2003) or Young and
Oppenheimer (2006), in developed countries, adleeremlong term therapies in the
general population is around only 50% and is magbel in developing countries —
this statement denotes that compliance is alwayasured for a more concrete
situation (e.g., long term therapies or medicateking), but also indicates a high
proportion of non-compliance, which is substanifalwe consider its multiple
impacts.

The lack of compliance with prescribed medicatiegimen results in rising
health care costs and adverse clinical outcomel ascincreased morbidity and
mortality rates. In the United States, 125,000 liegier year, 10% of hospital
admissions, and up to 23% of nursing home admisstach year could be avoided
if people took their medications as prescribed eogts $100 billion a year (Young—
Oppenheimer 2006). In addition, this number woulobpbly be much higher if we
included other types of non-compliance (like ndtiaging recommended lifestyle
changes, the proportion of which can even be hjghen the double of not taking
medications - according to Molnar—Csabai 1994), baturally, its effects are
largely difficult to estimate.

Accordingly, a higher degree of compliance not dmg a positive impact on
health status, but it confers economic benefitsvel$ (direct savings generated by
reduced use of sophisticated-end expensive heaftites needed in case of disease
exacerbation, crisis or relapse; indirect savintysbatable to the enhancement or
preservation of the quality of life). Improving agtknce also enhances patient safety
through a decreased number of relapses, lowerofislependence, abstinence and
rebound effect, reduced risk of developing resistan therapies, and decreased risk
of toxicity. In addition, “increasing the effectivess of adherence interventions
might have a far greater impact on the health ¢ population than any
improvement in specific medical treatments” (WHM®2)

These arguments and substantiations support the tfet the role of
compliance is remarkable in healthcare services tlaat it is worthwhile examining
through which factors a doctor-patient relationstapd communication can
contribute to an increased level of patient conmgiéawith therapy decisions.
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2.3.Factors determining compliance

Compliance is a multidimensional phenomenon; it lsardetermined by six factors
(Figure 1).

Figure 1.The dimensions of compliance
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Source:own construction on the basis of WHO (2003) andridotCsabai (1994)

Social and economic factors (like poverty, illiteyalow level of education,
unemployment, high cost of medication or culturayénnot consistently been found
to be a predictor of adherence; their effect maymmee essential in developing
countries. As for health-care team and systemeelédctors, such as: knowledge
and training for health care providers, overworkeshlth providers, the level of
incentives and feedback on performance, or thecitgpaf the system to educate
patients and provide follow-up, little research bagn made. Nonetheless, they are
also considered to be factors that affect adherebaoedition-related factors include
particular iliness-related demands faced by thepa{severity of symptoms, level
of disability, rate of progression), and their irapdepends on how they influence
patients’ risk perception, the importance of foliogv treatment and the priority
placed on adherence. Under therapy-related factbes,complexity of medical
regimen, duration of treatment, previous treatnfiaiires, changes, the immediacy
of beneficial effects and side effects can be wtded. Patient-related factors
represent the resources, knowledge, attitudessfbelperceptions and expectations
of the patient (WHO 2003). The concept of healthawiour belongs here as well, as
the connection between behaviour and diseasescigasingly proven. Health-
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related behaviour may be diverse: health-behavgmves for observing health,
namely prevention, while disease-behaviour shows @ search for treatment

(Pik6 2003). Naturally, this distinction is onlyetbretical; in practise, these two
types of behaviour are interlocked and based onstiree beliefs and attitudes.
Health-behaviour refers to, according to one ofl#finitions which is accepted as,
“those personal attributes such as beliefs, expenta motives, values, perceptions,
and other cognitive elements; personality charesties, including affective and

emotional states and traits; and overt behaviottepes, actions, and habits that
relate to health maintenance, to health restorataom to health improvement”

(Gochman 1997). Health-behaviour is based on aifspecder of values, the core

of which is accepting health as a value, and ctnsig habits which enhance a
harmonious unfolding, but do not endanger the soessl of the organism and the
personality. Health-behaviour is composed of cansciand unconscious elements,
these create the so-called health-consciousnessh vghpart on our self-knowledge

and reflects to how we approach our own state afttieMaintaining health does

not go spontaneously, it requires conscious agtaitd social responsibility (Szab6
2003).

According to Molnar and Csabai (1994), researchvdinat compliance is not
dependent from any stable personality factors -sdhether determine patients’
general approach to health and illness or perceteadrol over their own health
status. They claim the quality of the doctor-pdtiegiationship and the patient’s
satisfaction with it as the most important factdetermining compliance. Placing
these elements in the concept of the WHO is besizesl if relationship and
communication are considered to be a separaterfadépending both from the
provider (provider behaviour being part of healtrecteam factors) and patient-
related factors.

Presenting risk information belongs to the unit Hlationship and
communication — it refers to how patients get infation about adverse effects that
may occur if adhering to the recommendations of phavider (side effects of
medications, most importantly). According to a e¥sé on this topic, informing
patients of actual percentages risk of adversectsffis associated with less fear
about them, and a greater intent to comply witrsgnibed regiments, compared to
verbal descriptions with semantic terminology (esgme people may experience...)
(Young—Oppenheimer 2006). This phenomenon can piieed by the Prospect
Theory, which establishes that people tend to do® much weight to small
probabilities and too little weight to larger praidaies, which leads them to believe
that the likelihood of an uncommon event is highwan it is actually. Besides
framing, other factors and biases considerably caffgerceived risk as well:
representativeness, availability, attribution oretfter the outcome “can happen to
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me”. Trust in the one who communicates risks i askey element in risk
perception (Kahneman et al 1982).

As seen, several respects of patient complianceaféeeted by factors that
evolve in the consulting room. Acknowledging therimes effects of non-
compliance and also that compliance may be infleadndy proper risk
communication in addition to doctor-patient relagship supports the intention of
examining this topic from a marketing-and-psychglpgint of view.

3. Empirical research and results

Research has been carried out in the subject ofntonication and decision making
in the consulting room (see Vajda et al 2008 ande¥est al 2008) with both

qualitative and quantitative methods. Semi-strdurdiaries (filled by 56

paediatricians and 70 parents of children attendiem) and self-administered
questionnaires were taken in the Dél-Alfdld (a keatstern) region of Hungary,
with the intention to explore the realization ofdapreferences for doctor-patient
communication and decision making about the therBogh modules have results
concerning patient compliance, as the research Imomlgained willingness for

cooperation/compliance as an important factor sk nperception of both sides
(patient and provider) and the way of communicatirttp the doctor.

Most of the results of the research have shown whodtarian style of
communication and decision-making being dominantansultations-fulfilling not
only the expectations of doctors, but often thapatients as well. A preference for
being involved in decisions is not general at albag patients.

As for the signs of compliance in the results dridis, it appeared in the
recitals of doctors. According to the frequencidstlee most often experienced
feelings of doctors (Figure 2), their patients éethe parents of the patients)
showed attentiveness, and physicians felt the pam@mderstood information and
cooperated with them. Factors that were mentioessl frequently are not indicated
in the diagram. As recitals of feelings and thosghiere only semi-guided
(instructions only asked for not a professionat, velationship-oriented approach),
these results were considered as signals of a figte intention of compliance.
High compliance may be due to the “traditional” i@dweristic of doctor-patient
relationship; doctors are often in a dominant, axity position, to which patients
intend to fit.
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Figure 2.The most frequent feelings and thoughts of doaarig the
consultations
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The results of questionnaires further reinforces trassumption. 436
respondents filled the questionnaire, and, as Ei@ushows, most of them rather,
mainly or totally follow the recommendations of itheloctors. Although, a
difference can be seen between compliance to mtaaticand compliance to
lifestyle recommendations, the latter is not sonuiiguous, as expected.

Figure 3.The degree of following recommendations of doctors
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4. Conclusions

Compliance or adherence to health service provideommendations is widely
considered to be a remarkable factor in healthomnés. Although literature results
suggest compliance rates to be quite low, our tesil former empirical research
show a relatively high compliance in a Hungariattirsg. However, these results are
only indications of this phenomenon; limitationstbése results include that only
intentions and feelings concerning cooperation werestigated; actual compliance
was not measured.

On the basis of these forgoing, partial resultseéms that a good relationship
between doctor and patient is needed for a beiteraf compliance. This suggests
that there is a need to take patients’ concernslinfis and preferences into
consideration, and whenever possible, shape thencomation process according
to this.

Further research is planned to explore featurgsatént compliance within
the scope of our research on doctor-patient comeation, as it is considered an
important tool in improving the quality of healtmeaservices and satisfaction of
both patients as well as doctors.
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The elliptical model of multicollinearity and thetees’
Red indicator

Péter Kovacs

One possible method for modelling multicollinearity to examine the orthogonality of
explanatory variables, which is the “stretching” tife space of explanatory variables. The
question rightly arises whether multicollinearitgrcbe modelled in a different way.

As a new approach, the elliptical model of multioglarity can be formulated on the
basis of Petres’ Red indicator. Parallel with theciease in the extent of the mean
correlation of the variables, the “possible eigelues” are situated on an m-dimensional
sphere with a greater radius. The “possible eigduga” are situated on a segment of the m-
dimensional sphere in such a way that with a fiked value they are located on an (m-1)-
dimensional ellipsoid.

Unfortunately, the higher the dimension numberha&f imodel, the more conditions
have to be given for determining and studying thege of “possible eigenvalues”.
Therefore, the detailed examination of this rangd af the elliptical curves was carried out
only for three explanatory variables.

Keywords: redundancy of databases; multicollinearit

1. Introduction

In the current globalizing world, decision makeravé an increased need for
information. However, the great increase in thentjtyaof data is not automatically
accompanied by an appropriate increase in infoonatontrarily, the problem that
decision makers have to face today is not the lawkthe abundance of information.
This massive amount of present data frequently litides informational content,
which means that redundancy is high. Redundancynsn&sauperfluous” data which
does not convey new or noteworthy information inm® of the examination. For
this reason, the information content of metric datan essential issue in empirical
analyses. This is particularly true for the appilaa of linear regression models. In
the case of linear regression models, multicollilg@an be interpreted as a type of
redundancy. With matrix algebraic notation this dam written in the form of

y = )?E +¢, wherey is the n component column vector of the dependariable;
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X is the matrix of explanatory variables consistofgrow n and column (m+1),
where the first column is always ax, sum vector;f is the (m+1) component

column vector of the model parameters unknown tp msis the number of
explanatory variables (explanatory variables)js the n component column vector
of the error term (Hajdu 2003).

The problems of multicollinearity are almost alwagscountered in the
course of economic analyses. The concept of millitiearity is apparently uniform
in literature. Definitions usually differ from eadther in one word, but this entails
significant changes in content.

1.1. Multicollinearity

Multicollinearity as an expression was first usgdRagnar Frisch. He used it for the
description of cases in which one variable wasgmes several relations. In his
examinations he did not distinguish dependent k&safrom explanatory variables.
He assumed that the measurement of all variablssen@neous; the correlation
between the actual values of the variables hae tesimated on this basis (Kovacs
2008).

It is considered superficial when multicollinearisydefined as the absence of
the independence of explanatory variables. Thigidieih is problematic because it
is defined ambiguously without the independent rmeprof the explanatory
variables clarified. Does it mean their linear ipededence or possibly their
independence in the statistical sense?

One of the primary conditions of the standard linegression model is the
linear independence of the explanatory variablesn(iedy 2003). Therefore in
certain sources, multicollinearity is interpreted the absence of the linear
independence of explanatory variables. This apprean be regarded as a special
case of multicollinearity, which is called extremmlticollinearity. This case does
not pose special problems in practice as it idyeasanageable.

In the course of empirical analyses, cases closxti@me multicollinearity
are frequently encountered; when the variancesdiVidual estimated parameters
are considerably increased as compared to thencariaf the error term. The great
majority of literature on multicollinearity dealstv this case. However, it is best to
note that multicollinearity could mean a much mgemeral phenomenon, namely
the correlation of explanatory variables. Naturalthe special cases of this
definition would convey the content meant by mualfioearity to everybody.



The elliptical model of multicollinearity and theffes’ Red indicator 147

1.2. Red indicator
Petres’ Red is one possibility for measuring thepprtion of data with a useful

content in respect of the estimafor (X'X)™ X'y . Petres’ Red is a new possible
indicator of redundancy and thus of multicollingariThe Red indicator is defined
by using the eigenvalued; (j=1,2,...,m) of the correlation matrix R of the
explanatory variables. The Red indicator is bagethe following train of thought.

If the database serving as the source of the eafan variables is redundant in

respect of estimatcﬁ, that is if the correlation of the data is considde, not all the

data will have a useful content. The smaller th@pprtion of the data with a useful

content is, the greater the extent of redundanéiybei The greater the dispersion of
the eigenvalues is, the greater the correlatiomhefexplanatory variables in the

database will be. There are two extreme case®reiththe eigenvalues are equal to
each other (that is their value is one) or allélgenvalues with the exception of one
equal zero. The extent of dispersion can be queatfith the relative dispersion of

the eigenvalues or with their dispersion (beingadduthis case).
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m _ m
u m
2 m

i1
m

1)

<
h
I
L||LQ

In order to make the redundancy of various databesmparable, the above
indicator has to be normalized. As the eigenvalresnonnegative, normalization is
carried out with valuewm-1 because of the relationship<v, <+4m-1

concerning relative dispersion.
The indicator obtained in this way can be used uantify the extent of
redundancy, and the Red indicator can be definéditsi help as follows.

Vi

Jm-1

(2) Red =
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In the case of the absence of redundancy, the ltlee above indicator is
zero or zero percent, while in the case of maximmredundancy, it is one or one
hundred percent.

The Red indicator measures the redundancy of tamieed database of the
given size. When the redundancies of two or motabdeses of different sizes are
compared, the Red indicators can only be used terrdme how redundant
individual databases are, but one cannot makeeatditatement as to which of these
has more useful data.

The Red indicator can be expressed without knowhegeigenvalues of the
correlation matrix of the explanatory variablesretg as the quadratic mean of the
correlation coefficients (Kovacs et al 2005).

3) Red =

This means that this indicator shows not only ttepgrtion of the data with a
useful content in respect of the estimgkorbut also the mean correlation of the

explanatory variables. It ensues from the definitiof the indicator and from
formula (3) that, as compared to other indicatoesel on eigenvalues, the
advantage of this indicator is that it considetsra eigenvalues in such a way that
its value is influenced by all the eigenvalues vtith same weight. It also considers
all the pair correlation of the explanatory varedlthus the Red indicator definitely
represents an advance compared to the researctltafatinearity to date. Various
cases of extreme multicollinearity can also beimtisished with the help of the
indicator, as it can also be used when one ofitfengalues is zero.

The correlation of the variable pairs and the dati@n of the variable groups
may pose a problem during the examination of mulltreearity. However, no
detailed methodology has been worked out for tkis YA possible solution to the
problem could be the use of canonical correlatioalysis in conjunction with the
redundancy index. It has been established thatspeeial case of this can be
measured with the Red indicator, while another ispamse with the help of the
harmonic mean of the VIFj values.
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2. New modelling possibilities of multicollinearity

The question may arise how multicollinearity can rbedelled. By plotting the
explanatory variables as vectors, conjectures candiawn up concerning the
presence of multicollinearity.

2.1. Orthogonality of variables

One of the most frequently mentioned possibilif@smodelling is to examine the

orthogonality of explanatory variables. If the st plotted are orthogonal,

meaning that the space of explanatory variablesrigched maximally, there is no
multicollinearity in the model. The smaller theesthing of the space, the greater
the extent of multicollinearity there will be. Thguestion rightly arises whether

multicollinearity can be modelled in a differentyva

2.2. Projection

Another possibility is to examine the projectionistioe regression plane, hyper
plane, in each; plane projection. For instance, with two explamateariables
Figure 1 shows that — in the case of the statiftidgasignificant correlation of
explanatory variables — the variance of the estthgiarameters is considerably
smaller compared to the variance calculated inctiee of significant correlation.
This is because, in the first case, the “cloud @h{s” of the data base is dispersed
in the %-X, plane projection in every dimension, and thusfitited regression plane
is stable (Tkovi¢ 1976).

Figure 1.Stable regression plane in the case of the norifisigimt correlation of
explanatory variables (m=2)

Source:Trickovi¢ (1976)
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At any rate, the “cloud of points” in Figure 2 istrdispersed in the; %,
plane projection in every dimension, thus the dittdane is tilted easily and fitting
becomes instable. This way of plotting is very worlensive and only the pair
correlation of the explanatory variables can hestiated.

Figure 2.Instable regression plane in the case of signifioauiticollinearity (m=2)

X,

Source:Tri¢kovi¢ (1976)

2.3. The elliptical model of multicollinearity

Starting from the definition of the Red indicater,different type of model for
multicollinearity can also be given. The followinglationship is obtained by
rearranging formula (2) of the Red indicator.

@ > (4, 1" = (Jm(m-1 Red)’

Equation (4) is the equation of a sphere the radais which is

Jm(m-1)Red, and every coordinate of its centre point is olfiethe mean

correlation of the variables is zero, that is thexeno correlation between the
explanatory variables, then the sphere is reduzeldet single point each coordinate
of which is one. The greater the extent of the nemarelation of the variables is, the
greater the radius of the sphere will be, and §ipalliy the greater the “inflation” of
the sphere will be.
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If the mean correlation of the variables is onat th the absolute value of the
correlation coefficient between each explanatonyalde pair is one, the radius of

the sphere isf/m(m-1) .

Naturally, not each point of the spheres represantexisting correlation
structure. By definition, combinations of eigenweducan also be found on the
spheres which are not possible in the case of letioe matrixes. The question is
which points of the spheres represent an existiogelation structure. In the
following example, these eigenvalue combinatiores going to be called “possible
eigenvalues” for clarity purposes. In order to exsnt'possible eigenvalues”, the
properties of the eigenvalues of the correlatiotrimaeed to be considered. As the
sum of eigenvalues equals the number of explanatmigbles, or the dimension of
the sphere, it is certain that “possible eigenvallaee located on the intersections of
equation (4) and of (5).

S) ZAi =m

In the following, without restriction of generaljty can be assumed that:

Apax =A 24, 2.2 A, :)lmin.
By calculating the smallest eigenvalue from form{(8x and by substituting it into
equation (4), the following equation is obtained:

By rearranging the equation the following equai®obtained:

m-1 m-1 m m-1 — -
DML A + 35 A+ T = T Re
i=1 i=1 i=1 j=1 2 2

(6) -

Equation (6) means that the “possible eigenvaluesiith a given Red
indicator — are contained in an (m-1)-dimensioigdsoid. In the special case of
three explanatory variables, some points of thépssds mean the “possible
eigenvalues”. The elliptical name of the model essiuom the nature of the curves.
It can be seen that on the basis of equation ydpresentation of the eigenvalues
is obtained in a dimension lower by one comparatiémumber of the eigenvalues.
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If the number of explanatory variables is threeyatipn (6) can be written in the
following form:

7) A2+ 2 -3) -3), + A4 A, +3=3Red?
In the case of three explanatory variables, thgeaf “possible eigenvalues”

can be delimited — in addition to formula (5) —diving three more conditions.

- With the consideration of the relation betweendigenvalues:
- With the consideration of the relation between tleggenvalues:

A, 2 A, =3- A —A,, therefored, 2 3_2/]1 :

- Moreover: A +A,<3. This condition already includes conditions
A+A,<3 andA, +A,<3.

Some of the level lines with different Red values #ustrated in Figure 3.
Plotting is made as the function of the two largggéenvalues.

Thus, in the case of three dimensions, “possilgeraialues” can be found in
the triangle of Figure 3. The cases of extreme inullinearity are given by the

interceptions of the ellipses and libe=3—4,. This also shows that various cases

of multicollinearity can also be distinguished wikie help of the Red indicator.

In the case of higher dimensions — in line withdbeve train of thought — the
great number of conditions makes it difficult toopthe “possible eigenvalues”.
Therefore, in higher dimensions, all we can statecértain is that the radius of the
examined m-dimensional sphere will increase witke thcrease of the mean
correlation of the variables. Furthermore, withxad value of the Red indicator, the
“possible eigenvalues” are located on the surfagg pf a (m—1)-dimensional
ellipsoid.

A similar plotting exists in literature for lineaorrelation coefficients. These
form an elliptope (Bolla—Kramli 2005). In highemuénsions such an approach to
plotting is unhandy.
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Figure 3.The elliptic model of multicollinearity in the caséthree explanatory va-
riables
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In the following | am going to present some charastics of the ellipses in

the case of three explanatory variables.

1. If the extent of the correlation of the explanategayiables is greater, the
section of the ellipses falling into the “possiltenge” is shifted to the
right.

2. Empirical experience shows that, with a given Ralli@, the increase of
eigenvalue A, is accompanied by a greater decrease of eigendajue

therefore the smallest eigenvalue will also inceeas the sum of
eigenvalues is three.
3. The correlation matrixes in which all the elememtsside the diagonal are

the same — in this casRed =r =R ;,;,— are located on the lower

boundary of the possible range. Then the determiofithe correlation

matrix equals the value of tHe- 3Red” + 2Red®.

4. Empirical experience shows that the product of rerglkies decreases
when moving upwards on a given ellipse, that is dbeterminant of the
correlation matrix is becoming smaller and smallEnus, with a given
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Red value, the determinant of the correlation edtils into the range of
[max@—3Red” —-2Red?®0); 1-3Red” +2Red®] on a fixed
ellipse.

3. Conclusions

As a new approach, the elliptical model of multic@arity has been formulated.
Parallel with the increase in the extent of the mearrelation of the variables, the
“possible eigenvalues” are situated on an m-dinwmradi sphere with a greater
radius. The “possible eigenvalues” are situateé @egment of the m-dimensional
sphere in such a way that with a fixed Red valwy thre located on an (m-1)-
dimensional ellipsoid. Unfortunately, the highee imension number of the model
is, the more conditions have to be given for deteirrg and studying the range of
“possible eigenvalues”. Therefore, the detailedh@ration of this range and of the
elliptical curves was carried out only for thre@lenatory variables.
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What is the value of a Hungarian degree?

An analysis of the labour market position of studen
graduated from a Hungarian higher education irtgtitu

Erzsébet Hetesi — Zsofia Kirtosi

In the European Union, the reform of higher edumatinstitutions represented by the
Bologna Process places its central focus on crgasitudent and employee mobility, making
education systems more flexible and turning higb@ucation output in a direction that

meets labour market demands. The present paperiegarthe labour market position of

graduating students in a Hungarian higher educatipstitution. The empirical research,

based on questionnaires, introduces the employeepgr that can be found in today’s

Hungary, specifically in the case of fresh gradsaaad describes the main characteristics of
these clusters. The goal was to find an answerot@ much higher education institutions

prepare students for the world of work and how gheduates evaluate the usability of the
acquired knowledge. The research described in thesemt studies has already been
repeated and current plans include the regular clatiqpn of similar surveys in the future.

The results and findings of the research may sasva basis for comparing the opportunities
of graduate students leaving Bologigpe training programs and the efficiency of the
present ones, as well as the consequences of change

Keywords: higher education, student and employeilityo labour market

1. Introduction

Financed from the tax payments of citizens, parthef state’s task worldwide is
education. Therefore, it is relevant whether thnay is used in a profitable way.
Relevancy can be determined by whether studentmtpdhe education can utilize
the knowledge they have obtained and meet the didsnahthe labour market.
Hungarian researchers have been interested inreglueation output and responses
to labour market demands for decades, but the iguestf incongruence still
represents an unsolved task (Veress 1999). Thermoeat strives to establish
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harmony with the help of various regulations ancleyment forecasts, however,
these efforts seem to reach only partial success.

The present paper analyses the market positionrarfugte students of a
Hungarian higher education institution. For sevgedlrs, the institution has engaged
in surveys aiming to assess the needs of its adfivdents and the degree of
satisfaction related to the palette of the ingbnis educational and supplementary
services, but the university has not yet conduetey research focusing on the
labour market position of its fresh graduates, rthrelations with their parent
institution and their judgment of its institutionsgrvices. Due to spatial limitations,
only parts of our graduate follow-up research rssulll be discussed and will focus
on the usability of knowledge acquired at the ursitg and the labour market
position of fresh graduates.

2. Theoretical background

2.1. Characteristics of education services

Education is a service where the fundamental featwf services occur with
different emphases and the special strategic teskging from these also set special
demands for the service provider. Out of the foasib features (intangibility,
inseparability, heterogeneity and perishabilityamgibility, inseparability and
heterogeneity heavily influence the judgement afcadional services:

— Services do not have parameters and features thddl de inspected by
senses; they can only be revealed empiricallyhénsphere of education, the
forecasting role of physical parameters is smalijlavfuture students can
collect information about the service much moreasgamunication, like the
institution’s promise and other people’s experienc@vord-of-mouth);
consequently, tangible factors play hardly any ioléneir decision of choice
and therefore, the sense of risk is especially mghe preceding process and
in the course of services as well.

— Services are usually consumed the moment theyraated; the provision and
use of services usually happens in the same pladetime and the user
actively participates in the service process (Zeithet al 1985). Based on the
intensity of the relationship between service pievi and user, Chase
distinguishes services based upon low and highctditensumer relations,
where the interaction time is considered and besethat the longer the two
parties deal with each other, the more the serproeess needs regulation
(Chase 1978). Education is a service where the ttiaethe two parties spend
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in the “system” is very high; therefore, the praceassumes special
significance in how consumers evaluate serviceityual

— The performance of service providers and the coesuevaluation of
performance vary, are uncertain and, due to theahufactor, quality is
heterogeneous. In the case of educational senfloesating quality occurs
more intensely, since here, on the one hand, stdizd® is not logical, on
the other hand, subjectivity of the parties hagranger influence on the
evaluation of quality due to the complexity of Seevdimensions.

Besides the specialities of the service procesdf itproviders have some
special characteristics too. Institutions provideducation services have a strong
hierarchical structure and their organizationatune is mainly based on tradition.
These organizations have numerous, deep-rootedtidred reaching back for
centuries (e.g. the departmental structure basextademic fields, adherence to the
faculties and rules), due to which they resist geanand the market expectations
that appear towards the students bear secondanificagce to them (Harmon 1993,
Sirvanci 2004).

The third problem in the case of educational sessis defining the consumer
group, since the identification of the consumetigher education is much more
complicated than in business life. Neither reseansldealing with higher education,
nor institutions providing the service have reachegl agreement on who can be
regarded as consumers. While some only considdestsi as consumers, in other
approaches, consumers appear in a much more diffeed way and, beyond
students, include institutional colleagues, patefasmer students, employers, the
local community and society in the broader sensektheless, it can be seen that
some of the aforementioned groups could be regaadestakeholders rather than
direct consumers. If the production model is agplidnere incoming students can be
regarded as raw material, while outgoing graduatesthe finished product; the
opinion of the employers and fresh graduates isntbet important factor for the
institution.

2.2. Research background of the follow-up studiesypgeted among graduate
students

Starting from the 1980s, various studies emergethéninternational literature that
dealt with the labour market position of graduaiedsnts. The Bologna process
made such analyses particularly important, theegfanternational comparative
research projects, like the CHEERS project in 200@ere also launched.
Researchers mainly focused on the following subject

12 Careers after Higher Education: a European Res&iuely
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— How students’ competences, the labour market ciondit employers’
expectations and the dynamics of the transition haeisms interact in
determining the relationships between graduati@himitial employment.

— How successful graduates are on the labour marketrev“success” is
measured in multiple ways (e.g. remuneration, stain-the-job utilisation of
knowledge acquired during the course of study).

— What the links are between the competences acqduedg the course of
study and the actual work tasks as perceived byridduates.

— How the study conditions and provisions the stuslenperienced actually
“matter” for their subsequent employment and Work

In Hungary, not only the Bologna Process inducessdhstudies but also the
expansion in higher education that occurred inab&’. A large number of worried
statements were published about the fact that Hynigalikely to experience a
dramatic increase in unemployment among diplomadédrslbecause the structure of
education fails to follow the needs of the labowarket and the emergence of the
guantitative approach harms quality. Several rebeas examined how big a threat
lies in the deterioration of fresh graduates’ gitraon the labour market and in the
increase of unemployment among people with secgnelducation (crowding-out
effect). According to certain research, despite gineat proportion of graduate
inflow, unemployment among diploma-holders hasinoteased. This is partly due
to the fact that 48% of the workplaces createdr d@fte economic shock in 1989
emerged in graduate positions and demands in tefrgealification also increased
concerning the already existing workplaces. Howelas not possible to measure
how successful or unsuccessful graduates provenby using their chances of
finding employment, but also with the help of bétseficquired in terms of their
wages. The market can gain information concernirg measure of demand by
observing changes in prices (in other words, natiages). Various Hungarian and
international research analyzed the “returns tddtigeducatior™® deriving from
schooling level. According to a survey conductedt@m European countries,
Hungarian graduates’ returns to higher educatian @mnsiderably high. While
Austrian males with higher education degrees e&#a rhore than their companions

13 Schomburg, H. — U. Teichler 2004: Increasing Pudén of Alumni Research for Curriculum
Reforms: Some Experiences from German Research  utestit Location:
www.gradua2.org.mx/docs/bolonia/Schomburg.de

14 The number of full-time students admitted to higducation tripled within ten years and in 2001
full-time students taking part in higher educatialieady represented one-fourth (24.7%) of the
population with the given age (18-22) (Lannertl&094).

15 Economic gains an individual may make by investniemis/her education
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with secondary level qualification, in Hungary, sbdfigures reach 103% (Kertesi—
Koll6 2005). Certain research proves that until 200&, ttarket considered over-
schooling (if the employee completed more claskas nhecessary) more attractive
than sufficient education.

The other direction of research projects in Hungdaglt with the evaluation
of graduating students’ skills, abilities and acgdiknowledge. In the framework of
a national empirical survey conducted at the bagmrof 2007, the Research
Institute of Economics and Enterprises interviewelleaders and human resources
managers of 1000 enterprises about the chancesesh fgraduates to find
workplaces, the expected changes in the demandhandsatisfaction with these
fresh graduates’ skills and knowledge. The resedshits showed that in Hungary,
employers consider precise work, aptitude to aegoiw skills, ability to work
independently, theoretical foundations in the psilen, computer literacy, openness
to work in a team and organizing competences highlgortant regardless of
graduate students’ actual profession (Kézdi ebau2Selmeczy 2007).

The above mentioned macro-sociological studiegjaite important, but they
are usually unable to describe the diversified reatd higher education institutions
and their inhomogeneous “market performance”. Unfaately, the systematic
institutional level researches are still rare. Aligh certain student researches are
conducted periodically, the majority of Hungariamgher education institutions
primarily focus on surveying the satisfaction leg€their active students rather than
the efficiency of education activities after stutdeleave. However, in the long run,
this approach cannot be maintained since the judgofehe market and employers
will prove the determining factors (Barakonyi 2004)

3. Empirical research in a Hungarian institution

3.1. Defining the problem, research objectives

Alumnus research usually assumes a pragmatic agp@ad, deriving from their
nature, does not address serious theoretical dilmrt simply examines how
graduate students can utilize their knowledge, viaes of successes or failures
they experience on the labour market after theivarsity years and how employers
judge their acquired knowledge (Vamos 2000). Consetly, a theoretical model
was not constructed for the empirical researctegitbhut the goal was to merely find
an answer to how the graduates of the institutiamage on the labour market and,
based on this, how they judge the years spenteautiiversity. In line with this
research concept, the following objectives were set
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Students’ satisfaction level with the university the time of graduation,
whether this changed in the light of experienceghenlabour market, how
they judge the institution’s reputation compared dther Hungarian
universities, whether they regard their acquiredvdedge useful and how
willing they feel to return to the institution.

To determine how much the university prepared getidg students for the
skills and knowledge (for example, knowledge ofglamges, solving practical
problems) that the labour market appreciates,susiially less emphasized in
the traditional education structure.

What the most important strengths of the institutieere in different fields
like education, complementary services or studémt |

To establish what kind of relationship graduatitigdents have with their
parent institution.

How fresh graduates made the first steps on theulatnarket: how long it
took them to find jobs, what were the most poptagaruitment channels (how
the university’s job fairs helped in this), how ngaimes they changed jobs,
how their present employment circumstances are (gages, leaving the
profession).

How former students evaluate their own preparateel in the different
work areas and in which scientific field and howyhmagine updating their
knowledge, acquiring new competences and whetlegrabunt on their Alma
Mater in this.

The present paper introduces only some parts ofrésearch results; it

discusses the evaluation of the usability of knolgte students acquired in the
institution and the satisfaction level of the gramugroups managing differently on
the labour market with the institution, in generahd educational services, in
particular.

3.2. Introduction of the population, the sample #&melresearch method

The examined institution is Hungary's second largesversity that celebrated its
85th anniversary last year. At the time of the syneleven faculties operated at the
university and the number of its students excebdsytthousand. Based on the
above said, the employment opportunities of thelgmtes leaving the institution
that provides an unusually wide range of supplyesgnt a highly important socio-
economic question, since the students leavingntéution become the components
of workforce supply not only in the region but aisdhe whole country.

The students regarded were those who graduate@02 and 2003 as the

population, consequently, instead of school yeeafendar years were used as a
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basis. Based on this, the 11,305 students gradirated examined years formed the
population.

The sample was compiled to make it representateerding to the year of
graduation, faculties and attendance types. In dhgrse of the research, self-
administered questionnaires were used that wetgsantotal of 3600 graduates via
mail, so almost one-third (32%) of the studentsilggthe university was reached in
the given period. A total of 566 questionnairesemesturned. The 16% of response
rate may be considered good; since no similar reseim Hungary managed to
reach 20% percent of response rate. The present pappduces some sections of
the survey that may carry important information foe institution’s management
and may also point out useful directions for theiglen makers of the higher
education scene.

3.3. The main results of the research
3.3.1. Usability of the knowledge provided by tititution

According to graduate students, the university tgaiexcels in transferring
theoretical knowledge; this opinion was shared Iyoat two-thirds of the
respondents, although the number of those respts@édro could not acquire the
theoretical background necessary for their professxceeds 10% in this case too.
The weakest point lies in foreign language edupatibhe majority of higher
education institutions suppose that secondary ¢iducsolves transferring language
competence successfully, therefore, they do nok hae sufficient amount of
capacities that would make it possible to satisfg tiversified needs (different
languages and levels, professional specificatiohsych a great mass of students.

The other weak point lies in the question of labmarket expectations and
finding employment. According to the responderts, institution must improve its
services in this area as well. At the same time fdlet cannot be forgotten that in the
case of higher education services, users mustalseely participate in the process,
they themselves must collect information about Weedibility of the different
professions and they must choose faculties andirigaiforms accordingly. The
Bologna system will perhaps ensure a greater degfeigexibility in terms of
allowing students to modify their chosen trainimgaain the course of their training
period, and instead of specialization, emphasikfalllon general and more widely
applicable knowledge. Naturally, the players of tiser side — employers — must
also change their formerly assumed role, sinceestisdwith a general level of
preparedness can only become competitive if conagaannd institutions offer them
a chance to acquire the necessary special profegscompetences by ensuring
participation in internship programs during thegining period.
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Table 1.Evaluation of the competences and skills obtainabtee university on a 5
point rating scale (where 1= not at all, 5= absdi)tin percentage of the
respondents, mean, std. deviation.

. . Std.
How much the university prepared 1 5 3 4 5| Meanl devia-
you for... tion

Solving the theoretical problems related
to your profession? (N=560)
Solving the practical problems related
your profession? (N=560)
Finding a job/labour market demands?p
(N=556)

ication i ' 2
(Cl\lo:rr;r;%mcatmn|nfore|gnlanguage. 41| 26| 14| 10| 9| 220 1311
Teamwork? (N=557) 15 17 28 27 13 3,06 1,251
Applying modern technology? (N=55) 19 24 27 Pp1 |9R,77 | 1,231
Solving problems of managing and
organizing? (N=555) 22 | 24| 26| 22| 6| 2,66 1,221
Source:own construction

4 8| 24| 41| 23 3,73 1,021

—

93| 27| 30| 22| 8 287 1,145

32| 27| 23| 13| 5/ 2,33 1,200

Problems of managing and organizing prove probliemiar 46% of the
students. 43% of the respondents considered leprhivw to apply modern
technology as a shortcoming, while almost one-tlifdthem were satisfied of
preparation offered by the university in this ar@d.together, students regarded
preparation for solving practical problems to beakvand the average did not reach
medium here either, since 40% of the respondeatmel that as fresh graduates,
they were unable to solve practical questions mglyn their knowledge gained at
the university. 40% of the graduate students cemnsit preparation for teamwork to
be good; besides the transfer of theoretical kndgée this was the other area that
produced more satisfaction in the respondents.

3.3.2. Labour market position of graduate students

Presently, 89% of the students who graduated inyé&aes of 2002/2003 conduct
earning activities, their vast majority (62%) amptoyed at their first workplace
while further 26% of them are active in their settgob. 9% are employed in a third
position and only 17 respondents changed jobs doutimes. More than two-thirds
of the respondents are employed in their professidmie the percentage of those
who left their profession reaches 17%. Almost &l tbem think that their
qualification fits their work, but at the same tinower one-fifth of them (23%) have
positions that could be filled in with lower quaition and 4% indicated that they
would need higher qualification in order to perfatmir work adequately.
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Figure 1.Following profession among graduates

Following profession among graduates in % of th
respondents (N=537)

17%

@ Following profession

B Partly following
profession

O Not following

69% profession

Source:own construction

Most respondents (37%) consider the ethical retiognof their profession to
be average, 35% regards it as good or very gooie \28% think that their learnt
profession falls among the ones that qualify adybadless recognized, while the
average evaluation of ethical recognition reache@6.3Respondents had less
positive opinion about financial recognition (avgga2.73): 39% of them think it is
average, while 41% believe that their professioiis famong badly or less
recognized ones.

Figure 2.Respondents distribution by main activity of th@iganizations in
percentage (N=522)

Respondents distribution by main activity of theirorganizations
in% (N=522)

B Education

O Health and social work

12%

5% _ . ) )
5% O Public admin., social securit
0O Other community, social and

personal activities

16% O Finantial intermediation

10% 17% O Wholesale and retail trade

| Other

Source:own construction
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Considerable part of the respondents (35%) wosduncation — owing to the
graduating students of teacher training presetitdrsample in significant number —,
but many respondents found employment in the heedite (17%) and public
administration (10%). 16% of them found jobs atamigations providing other
social, community or personal services. Besideethesly financial activities and
their complementary services and trade reach 5%e wdss respondents work in
other branches.

3.3.3. Characteristics of the groups of graduatesoading to their labour market
position

Groups of graduates were formed based on the Vesiabost characterizing their
labour market position. The nine variables senasghe basis of grouping include
the following: duration of job search for first jafter graduation, how many times
they changed jobs, how much their qualificatiorresponds to their job, how much
their monthly net income is, in which county and What size of organization they
work, how is the ethical and financial recognition their learned profession,

whether they follow their profession or leffitClustering was done using the Ward
method, and six larger groups were establishedleTakcontains the number of
respondents in the different clusters.

Table 2.The number of respondents in the different clustastheir distribution

Clusters | N %

Cluster1| 70| 16
Cluster2| 95| 21
Cluster 3| 21 5
Cluster4| 92| 20
Cluster5| 76| 17
Cluster6| 96 | 21
Total 450 | 100
Source:own construction

Those who belong in the first group may be calleg ¢tlite of the labour
market. It is only true for this one of the creatddsters that all of its group
members found employment in the capital. None efrttthanged jobs more than
three times (half of them are employed at thebt fiworkplace and slightly more

16 we tried several clustering methods and we alsmgid the group of variables creating the basis of
clustering, however, this method offered the magtble distribution. It should be noted, that eas
methods we tried led to similar results.
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than one-fourth of them work in their second jdi)t compared to the sample, this
group also includes a high rate of those (23%) waheady have their third job.
Most of them have jobs corresponding to their digalion and compared to the
sample a smaller value indicative represents tlip$e6) who found jobs tied to
lower qualification. There are few who do not aade partly work in their own
profession (6%). The percentage of those who cendfie ethical recognition of
their work high is the largest in this group: 60%ted 4 or 5 and they are more
satisfied with their financial recognition than eth: 45% rated it to be good or
outstanding. 37% of this group already worked attime of graduating, 47% found
employment within 1-3 months, but this does not meansiderable difference
compared to the percentages of the sample.

The second group includes the losers of the labmnket. This group has a
relatively high percentage (18%) of those who fojotis after half a year, but the
rate of respondents searching for employment far to six months is also the
highest here (12%). Most of them have their firssecond job, 94% of them feel
that their work could be performed with lower qtiaéition as well. Although the
majority works in the country, a relatively greargentage of them (20%) found
employment in the capital. This group includes liighest percentage of those who
work for small organizations with one to 20 empleyeOver half of them (52%)
failed to stay in their own profession, and amohg@fathe groups, this one has the
lowest rate of those who stayed in their profes§®#¥o). A significant part of them
think that their profession receives hardly anyicethrecognition or none at all
(42%). Only the members of the sixth group haveoase opinion than this. They
consider their financial recognition to be averag&ow.

The third group is the smallest in number, onlyr@dpondents belong here.
This is the group of people seeking their placee ©htheir major characteristics
lies in changing jobs very often. While in otheogps, members are not found who
have changed jobs more than three times, each meshb@s group works at least
in their third workplace, but almost half of thehO(people) already have their
fourth job. It generally took those one to threenths to find employment. A great
part of them — 13 people out of the 21 — assuméipas corresponding to their
qualification, while six respondents have jobs tbatild also be performed with
lower qualification. In terms of leaving their peskion, the members of the group
display a mixed picture: 11 out of the 21 respotsl@rork in their profession, while
eight of them changed their profession. Nine memieérthis group perceive their
jobs as average, five people consider it to beybagiuted, while six of them tend to
view it as well recognized. As for financial rewatkey tend to be more pessimistic,
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11 people categorize their learned profession dy lraputed and there is nobody
who considers it as well or excellently recognized.

The fourth group consists of the middle class wgtiod earnings. Here, the
percentage of those who did not want to find emplent after graduation is
relatively high (11%), while the rate of those whad already worked at the time of
leaving university is the smallest (20%). (Thisgwdion is one-third in the sample.)
The majority of them (96%) work in their first oecond job; what is more, this is
one of the groups with the highest rate of peopléheir first job (70%) and in this
regard, only the fifth group exceeds this one whhi® figure is 84%. This group
contains the highest rate of those who have job®sponding to their qualification
(97%). Similarly to the members of the fifth andtkigroup, none of them work in
the capital. The proportion of respondents workiog large organizations is the
highest in this group, and in this respect thep @sme before the elite. 40% and
39% found employment in the two largest categoriegorkplaces with more than
500 employees and those employing 100-500 peopdeyMvork (90%) in their
original profession, and only two people changegirtiprofession. The majority
considers their own profession to receive goodtdeast average recognition (46—
44%) and they have similar, although slightly lg&ssitive, opinion about their
financial recognition.

The fifth group includes committed respondents.sTikithe group of those
who were the quickest in finding employment: ovalf lof them had already worked
at the time of graduation and further 28% found lesmpent in the first month.
Those who fall in this group rarely change jobsrerihan four-fifths of them (84%)
work in their first job and 13% in the second oAéhough 91% have jobs that
correspond to their qualification, the percentagethmse who think that their
position would require higher qualifications is thighest in this group (9%). The
majority have wages falling in the lower mediumegptry (41-45%) just like the
members of the third group. All of them found enypl@nt in the country; most of
them (71%) have jobs in workplaces falling in theotsmallest organization
categories with one to 50 employees. The rate @detwho found employment in
their profession is the highest here (95%) andetienobody among them who left
his or her profession. In ethical terms, they &re bnes who consider their
profession the most recognized; 15% rated it exoelvhile 45% felt it was good.
In financial aspects, they think that their profesdalls in the category of medium
and well recognized ones.
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The sixth group is the one of people with littleeagnition. Most of them
found employment in the first three months, onedtloif them had already worked at
the time of graduation. Thirty-five percent haveeatly changed their job once,
although 63% still work in their first job. Ninesix percent believe that their
qualification is in harmony with their job. This flse worst-earning group, all of its
members found workplaces in the country and thesnaoily work for smaller
organizations; there are only a few who are empldye organizations with more
than 100 employees. The proportion of those folmatheir profession is similar to
the rates characterizing the sample: 77% work @i gorofession while 9% left it.
Over half of the cluster members feel that theofession receives low (53%) or
very low (9%) ethical recognition. The members bfstgroup consider their
profession to be the least recognized ethicallyfinancial terms, the situation is
even worse: 12% think that their learned professsothe least recognized, while
55% feel it receives bad recognition.

3.3.4. Distribution of clusters based on branches

In terms of branches, those who work in financi@daa and other communities,
social and personal services are over-representdtkifirst group; while there are
hardly any members employed in the education. Tapnity of the second group
work in trade (22%) and other areas (18%), whilepte employed in the education
are especially under-represented here. Peoplenggtileir place do not display any
characteristics in terms of branches; their nunibéoo little for this. In the fourth
group, people employed in the administration arerogpresented, although there
are many of them who found work in the heath cavbile employees of the
education branch are fewer in number comparedeio finoportion in the sample. A
significant part of the fifth group (47%) are emy#d in the education, but the rate
of those who work in the heath care is also redhivigh. 61% of people with little
recognition found jobs in the area of educationilevthe other branches, especially
administration, finance and trade are under-reptede
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Table 3.Clusters according to branches

| Health | Public | _OMer | _
Education . community | Finance | Trade | Other| Total
care | admin. .
etc. services
First group: elite of the labour market
N 13 9 10 16 12 1 7 68
% 19 13 15 24 18 1 10 100
Second group: losers of the labour market
N 14 14 8 13 7 20 17 93
% 15 15 9 14 8 22 18 100
Third group: people seeking their place
N 8 4 0 5 1 1 2 21
% 38 19 0 24 5 5 10 100
Fourth group: middle class with good earnings
N 28 21 18 7 3 0 13 90
% 31 23 20 8 3 0 14 100
Fifth group: committed people
N 35 15 7 11 1 1 4 74
% 47 20 9 15 1 1 5 100
Sixth group: people with little recognition
N 59 14 3 10 0 1 9 96
% 61 15 3 10 0 1 9 100
Total of the entire sample

N 157 77 46 62 24 24 52 442
% 36 17 10 14 5 5 12 100

Note: *The values highlighted in the table show sigmifit deviation compared to the
proportions found in the entire sample.
Source:own construction

3.3.5. Satisfaction of the different labour marngetups

In terms of satisfaction with the university, théseno significant difference among
the clusters; the members of the fourth grouplaeemost satisfied, while this rate is
the lowest among the members of the third groupiaAsis reputation is concerned,
the second group articulates the worst opinionrgye=3.92); while there is no real
difference in terms of the average displayed inatier groups. The expectations of
the second and third group associated with traimiage realized to the least extent,
but no significant difference in the cluster avemgccurs here either. The only
difference was found concerning the utility of kdedge acquired at the university;
while the group of the losers of the labour manmkeetked this to be 2.87, many of
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them left their profession and are forced to work jobs demanding less
qualification than they have, the fourth groupted tiddle class with good earnings
produced the highest average (3.74) in this cagedfois worth noting that the group
assuming the best position on the labour markehsewmt particularly satisfied with
the institution, the averages of this block of dioes are situated in the middle
section of the cluster averages. They probablybate the achieved success to
themselves rather than to the institution. At tame time, the group with the worst
situation belongs to the ones least satisfied iersé areas.

Table 4.Clusters’ opinion about the university, means

How satisfied The How much did | How useful do you
were vou with university's education meet | consider your
the in)s/titution reputation your previous knowledge
at the time of compared to expectations? acquired at the
raduation? other (1= significantly | university in your
?1—not at aI'I institutions worse, present work?
7—_absolutell ) (1=very bad, 5=significantly (1=not at all,
B Y 5=outstanding) | better) 5=indispensable)
1. group: elite of the 510 4,03 2.90 3.56
labour market
2. group: losers of the 515 3,92 2,86 2,87
labour market
3. group: people 4,90 4,14 2,86 3,00
seeking their place
4._group: mlddl_e class 538 415 312 374
with good earnings
5. group: committed 5.34 416 303 362
people
6. group: people with 5,32 4,12 3,07 3,53
little recognition
Total 5,25 4,08 2,99 3,43

Source:own construction

Beyond general questions, the differences were imeahin the satisfaction
of the various clusters with education; represgntire most important service area
of the institution. In the four questions of theas of education, the averages of the
results show significant difference only in the eeasf recognized lecturers and
professional practice. It is also important to nlogéee that the group managing best
on the labour market, proved the least satisfieth wecturers and professional
practices; while the group of people with littlecognition (cluster 6) gave the
highest average of opinion in two questions andsdgmnd highest one concerning
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two other issues. Besides those, the cluster ofntitied people proved to be the
most satisfied.

Table 5.Clusters’ satisfaction with education areas, clusteans (5 point rating
scale where 1= not satisfied at all, 5= absolutalysfied)

Activities Up-to-
Recog- | tailored dp Suffi-
- ate :
nized to cient
know- .
lecturers | personal practice
ledge
needs
1. group: elite of the labour market 341 2,61 3,69 2,16
2. group: losers of the labour market 3,83 2,71 3,67 2,55
3. group: people seeking their place 3,71 2,86 3,57 2,45
4. group: middle class with good 3.70 253 3.85 276
earnings
5. group: committed people 3,95 2,99 3,92 2,92
6. group: people with little recognition 3,91 2,92 3,98 2,95
Total 3,77 2,76 3,81 2,67

Source:own construction

Analysis also focused on whether there were diffege among the clusters in
questions most affecting the relations of the wsitee and the labour market — that
enquired about how much the institution prepareddgating students for the
different practice-oriented areas (Table 6). Cosrdidy the averages, there is
significant difference only in the first two caseghich are judging preparation for
theoretical and practical problems and the fieldyoplying modern technology. In
three out of the seven questions — in the aregwegaration for theoretical and
practical problems and applying modern technologprmmitted people seem to be
the most satisfied and they also were one of tbepyg that felt most prepared for
the expectations of the labour market. The groupeafple seeking their place was
the least satisfied with the most areas; howevetwd questions — in terms of the
knowledge of foreign languages and expectationghef labour market — they
considered themselves the most prepared ones. upgyof the losers of the
labour market and people with little recognitionuleb righteously feel that the
institution had not prepared them for the worldmairk. The first group — just as in
the case of the questions discussed so far — dicimiculate either a positive or
negative opinion; although in terms of the knowlkedglated to the labour market,
they are not far behind the average of opinioh@rmost satisfied group, while they
missed preparation for teamwork the most.



What is the value of a Hungarian degree?

171

Table 6.How much the university prepared graduates fodifierent areas, cluster
means (5 point rating scale where 1= not at allassolutely)

Theo-
retical
problems

Prac-
tical
problems

Labour
market

Know-
ledge
languages

Team-
work

Tech-
nology

Mana-
gement

1. group:
elite of the
labour
market

3,84 2,54 2,43 2,26 2,93 2,86 2,55

2. group:
losers of
the labour
market

3,41 2,65 2,27 2,16 3,13 2,69 2,72

3. group:
people
seeking
their place
4. group:
middle
class with
good
earnings
5. group:
committed
people

6. group:
people
with little
recognition
Total 3,74
Source:own construction

32 2,45 2,45 2,5 3,15 2,6 2,3

3,83 2,99 2,38 2,29 3,07 2,79 2,78

3,89 3,05 2,44 2,15 3 2,99 2,64

3,87 2,94 2,26 2,41 3,18 2,87 2,67

2,82 2,35 2,27 3,07 2,82 2,67

4. Conclusion, possible research directions

One of the important achievements of this empinieakarch, completed among the
graduating students of the examined institutices in the fact that the respondents
highlighted some of the university's weak pointhieTimprovement of which will
become indispensable in the future in order to ensbat students leaving the
institution succeed on the labour market and th&vewsity gains competitive
advantages on Hungary’s transforming higher edocatiarket. It is already certain
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that instead of theoretical knowledge, emphasistnfalsé on practice-oriented

training and students must be prepared for marggeand organizational

competences that prove essential in the world okywehile the present system of
language education must also be reconsidered.

The clusters of freshly graduated professionatedéhtced in connection to the
research results indicate that the chances of stsideaving the university to find
employment, their experiences in the world of wankl their labour market position
are rather heterogeneous, and groups with diffestuations also judge the
university and the usability of the acquired kna¥ge differently. No obvious
connection between labour market position andfaatisn with the institution can
be identified. Supposedly, respondents definefaation much more based on the
institution’s image and the quality of the yeargripthere instead of their labour
market position. The distribution in the opiniontbé different groups provided the
university with useful information and it may se®the basis of new directions for
handling the educational problems of the diffesagments.

The survey also raises various methodological probl Research results
obviously indicate that assessing the present tondiis not enough and further
surveys will be necessary. This research team haady started improving the
survey by refining the questionnaire in greaterapaters and modifying the
interview method. In the long run, the harmonizatad similar surveys would be
necessary on the national and international lerel,a broadly similar — even if not
totally corresponding — model should be develogedfumni surveys.
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Attitudes towards training in multinational compesi
Eva Malovics — Gydrgy Malovics

Researchers of many different fields have studiedquestions of organizational learning
and knowledge.
Foreign owned companies and joint ventures wereeiesl in this paper, and the
goal was to analyse the following topics:
— The opinion of organizational members about condgiof education (inhibitor and
facilitating factors of learning)
— Attitudes on the area of reception and utilizatafrknowledge
— Attitudes and perceptions on sharing of knowledge
The conclusion that has been established is thaihitrg and education are of
important value and a part of strategy in the olser organizations. The general
satisfaction with training is considered to be ataverall high and those people questioned
regarded it as useful to their work. The perceigbdring of knowledge is also high. In the
area of new ideas, only half of the sample thihks$ the management facilitates them and, in
the area of tolerating mistakes, similar charactéids were found. Concerning the
appreciation of participation in training, the majty believe that it is not appreciated and
awarded.

Keywords: learning, knowledge, organization, traigj satisfaction

1. Introduction

Because the environment of companies is constafibnging, there must be
flexibility for change to promote continued growdimd existence. The resource-
based approach, which focuses on the inner stcategources of each company,
can be the basis of long term competitive advantagkis gaining in significance.
These competence-based company theories define @anpany in terms that
clarify the sets of skills and abilities which éince the improvement and the
strategic alternatives of organization (Szab6—k2603).

This theory leads to the appreciation of the specdfganizational learning,
since this can form the basis of core competenddshacan be reached. Core
competences do not derive solely from the perfooeanof individuals, but
collective learning processes are also needed leir tdevelopment. As a
consequence, experts believe that knowledge hasmeethe central production
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factor of the company. (Senge 1998, Hovanyi 200b8-Kocsis 2003) Only
companies which gradually create new knowledge quidkly share it within the
whole organization can remain successful. The neswkedge is practical only if it
results in a new product or service. In this mantite management turns learning
and knowledge management into increasing progmessio

By developing these thoughts, the notion of knogéednanagement comes
into being. The goal is to handle knowledge agatesyic resource. On the basis of
the already mentioned theories and models, the fibvknowledge is promoted
within the organization. The authors emphasizeirthortance of the personal and
cultural approach in addition to the technical amfdrmational approach, and they
again consider the already mentioned cultural chearistics important in
connection with the problem of conceivability arrdnisferability of knowledge.
(Sumeginé 2002, Kovéts 2003).

In this context, from a practical view, there am® tmain streams of thought.
The first of them focuses on the importance of llienan approach by drawing
attention to the importance of the development aridience of the individual
behaviour. The second view centres on the infoonatchnology approach to the
storage and sharing of knowledge.

Foreign owned companies and joint ventures werenawal extensively.
Among experts, there are different views about ittilix of foreign capital and
knowledge. However, the majority of economists @bars the involvement of
foreigners in the economy a positive feature. @wmidvhich try to evaluate mergers
and acquisitions draw our attention to the higle raft failures. At the examined
companies “profitability, efficiency and the inceeaof the turnover are far behind
the expectations”. (Heidrich 2003) According to ertp, a possible reason for this is
inappropriate handling of differences between oigional cultures.

2. Learning processes in the organization

Researchers of many different fields have studiedduestions of organizational
learning and knowledge. They composed their ideathé conceptual system of
their respective scope of expertise. These diffeapproaches express the different
sides of these categories; however, there are somilarities in them.

Thus, it is vital to define what we mean by orgatinal learning. According
to a widely accepted approach, organizational legris the process of collective
information processing which results in the growth organizational set of
knowledge. Learning takes place both on individural collective levels.
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The resource based organizational theories, suchthas concept of
organizational learning, the learning organizatiooncept and the knowledge
management concept focus on the questions menteto@ee. The central question
of these approaches is the creation of knowledgeitanconnection with learning.
From the great amount of the special literaturéhefapproaches, ideas and models
are presented which are suitable to the analygiseofesults of said investigations.

Learning requires the common activities of at least participants. It cannot
be interpreted in itself; it makes sense only tgtouhe relationship of the
participants. This phenomenon is best describetthéknowledge spiral of Nonaka
(Krogh et al 2000):

— Socialization: existential, face to face, tactacit

— Externalization: reflective, peer-to-peer, explictacit
— Combination: systemic, collaborative, expligiéxplicit
— Internalization: collective, on the site, explisitacit

There are three prerequisites to the creation garorational knowledge
(Krogh et al 2000).

The company as a whole is able to create new kripele

1. This common knowledge can be disseminated insideothanization based
on communication processes.
2. New knowledge can be manifested either in a newlymp a new service or
in the structure of the organization.
3. The creation of knowledge is based on continuotgsantion between explicit
and tacit knowledge, which is called knowledge @ygion.
Several factors induce these processes.

“Knowledge creation is supported by five enabliogditions:
— autonomy
— redundancy
— creative chaos
— Requisite variety and intention.” (Krogh et al 200097.)
On this theoretical basis Kapas summarised the afitorganizational
knowledge.
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Table 1.0rganizational knowledge

The arts of knowledge

Explicit knowledge Implicit /tacit/ knowledge
individual Embrained knowledge Embodied knowledge
knowledge | learning by studying learning by doing
collective Encoded knowledge Embedded knowledge
knowledge | information shared knowledgeOrganic and dynamic path

in the organization dependent

Source:Kapas (1999)

Many see a connection between the dominant tygehoivledge inside the
organization and organizational structure. Compamibere explicit knowledge is
dominant are usually characterised by a formal dioation and control structure.
Where implicit knowledge is dominant, rather decaliged structure and informal
coordination mechanism is characteristic. The domt of mobilizing this
knowledge are autonomy and commitment, without tvikicowledge remains latent
(Kapéas 1999).
The kinds of knowledge can be distinguished like @mly in theory.

Based on the above mentioned models the framewookiroresearch can be
depicted as follows (Figure 2).

Figure 1.Factors inhibiting and supporting learning
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Source:own construction
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The goal of this paper is to analyse the followdgstions topics:
1. The opinion of organizational members about cooddi of education
(inhibitor and facilitating factor of learning)

2. Attitudes on the area of reception and utilizatdbknowledge

3. Attitudes and perceptions on sharing of knowledge

Answering these questions is very important forhbatembers and for
management because it adds useful information adygpiication of means which
were spent on education.

The structure of questionnaire:

The main question is the following: if the educaicadd to the raise of the
level of working, and to the raise of efficiency opinion of organizational
members.

The main topics of the questionnaire:

1. Attitudes towards the educations

2. Perceived utility and expediency

3. Sharing of knowledge

3. The result of the empirical researches

3.1. The sample

The members of five Hungarian joint ventures what$o operate in the Southern-
Hungarian Region were asked to fill in a questiar@arhe sample contains 167
people who are, unfortunately, not evenly distrdfolivithin the five companies. All
members of the Szeged branches of the above medticompanies were given a
questionnaire due to their different level of wiliness to answer questions and the
number of questionnaires returned from the diffeteranches varied on a large
scale ranging from 18-49.

The composition of the sample:
About 25% managers of different levels
About 54% white collar employees not of managdeiat|
About 21% blue collar employees not of manageeatl (Figure 1).



180 Eva Malovics — Gydrgy Malovics

Figure 2.Status
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3.2. Participation in trainings

The majority, 77% of the sample, generally paratgpin trainings; while 20 % do
not attend them (3% did not answer this questidiis Research reveals that
whether or not an employee participates in traimiisgnot necessarily dependent on
his attitude, but rather on whether he is provitt@things by his company. This
conclusion was reached because it was discoveeddrtbst of the participants are
financed by their companies.

The majority of trainings took place in working lsuonly eight employees
attended them outside working hours. The amountrashings depends on their
position in the hierarchy of the company. 90% ofnagers, 84% of white collar
employees and only 53 % of blue collar employet=ndttrainings. During the last
two years, 39.4% of attendants took part in onénim 37% in three to five and
23.6% in more than five training sessions. The sggnificant connection between
the trainings of the last two years and the pasitibthe participants.

3.3. General satisfaction with trainings

Out of the 128 attendants, 118 answered the rdleyastions. The questionnaire
provided contains a five grade Likert scale; fiepresenting completely satisfied,
and one representing completely dissatisfied. 66%l®e considered satisfied (4-5
grade) while 34% dissatisfied (1, 2, 3). A gradetloke is considered negative,
rather than positive.
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There were not any significant differences foundewhthe level of
satisfaction was examined in the view of positage, etc. However, the connection
between satisfaction regarding position and qualifon is worth pointing out.
While 80% of managers and employees with higheicatiton can be considered
satisfied, the relevant percentage in the caseveéil level employees is only 60%.
This difference, however, is not significant stidally. The level of satisfaction was
also different in the case of colleagues or exp&dm outside conducting the
training. It was 55% and 70% respectively.

Table 2.Number of trainings in the last two years

1-2| 3-5| 5+| Sum

manager 8 17| 12 3y

other white
Status CO”ar 29 28 17 74

other 13| 2| 1| 16
labourer
Sum 50| 47| 30| 127

Source:own construction
General satisfaction with the trainings organizgdhe company.

Figure 2.Are you satisfied with the trainings organized loyiycompany?

80

60 4

40 1

N
S

Frequency

o

very dissatisfied uncertain very satisfied
dissatisfied satisfied

Source:own construction



182 Eva Malovics — Gydrgy Malovics

3.4. Good and bad training sessions

Most are interested in what makes a training sesgimd. So an open question was
asked about what makes the best training they éeeehad so good. 61% consider
it a good training because it is practical and reakeir work easier and necessary
for their work. 16% judge the quality of traininigased on how the lecturer prepares
for the sessions, the atmosphere and the leveahaing the lessons. 5 % find the
training useful because it provides them with infation which will increase their
chances in the labour market (Figure 3).

Figure 3.What made your best training so far the best?

70

60 1

50 4

40 4

30 1

20 1

10 4

Frequency

0l
helped my job improves fut. chance
hihg level of the tr other

Source:own construction

Only 21% have taken part in bed training sessitih@sreasons given were:
— Lack of qualification of lecturers
— Disorganization
— Badly conducted lectures
— Lectures not applicable

3.5. Organizational atmosphere

Concerning funding of the training, the attitude tbé companies is considered
positively by employees, since the majority of niags are financed by the
companies and they are held during working hours.

Other aspects that were considered:

A 4 grade Likert scale was applied; 1 representibgolutely typical, and 4
representing absolutely not typical. In the fielfl mew ideas, 50% think the
management facilitates them (and the other hatiktlti does not). Similar results
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were found in situations concerning tolerating akss. The majority of employees
draw attention to the lack of tolerance if theimnieleas do not work. The situation
is worsened concerning the appreciation of padtang in trainings; since only 28%
feel it is appreciated and rewarded. As a resulmany respects the organizational
culture cannot be considered as an environment ithdearning facilitating.
However, 70% still share the new knowledge withrtbelleagues.

Figure 4.The management supports me in trying out my owasde
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Figure 5.The management is tolerant if my own ideas donitkwo
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Figure 6.Making a mistake has very negative consequencasrioompany
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Figure 7.The management appreciates me for taking parainimg
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Significant differences were not found between deenographic factors and
the learning facilitating atmosphere of the companiHowever, some interesting
phenomena should be highlighted.

Higher level and senior employees are given moenoés to try out their
new ideas. As far as the failure of new ideas iscemed, the younger and newer
employees perceive a higher level of tolerance.l®Wwer an employee is situated in
the hierarchy of the company, the worse he persethhe consequences of his
mistakes, and the lower the level of knowledgediamis.
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Figure 8.1 always discuss with colleagues what we heartértitaining
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The same tendency concerning satisfaction witmitigs and the level of
facilitating new ideas was found.

4. Summary

The summary of conclusions reached is on the lodisissearch in specific cases of
the questioned members of companies. The majofitth® samples guestioned
generally participate in training and their comganiprovided the training. The
training took place during working hours and comearinanced them.

The conclusion reached is that training and legraire an important value in
these organizations and a part of their operatirajegyy. The general satisfaction
with the training can be considered high and qaretl people regarded them as
useful in their work. The perceived sharing of kiedge is also high. However, in
the field of new ideas, only half of the samplenkisi that the management facilitates
them; and in the area of tolerating mistakes, simiharacteristics were found.
Concerning the appreciation of participation inrirggs, the majority think that it is
not appreciated and rewarded.

During the midst of research, the following impaotta@uestion emerged: in
reflection of the above mentioned contradictioreegthe position of the motivation
have a crucial significance because the extringavators of the training are low
and the intrinsic motivators gain greater significa in the efficiency of learning?
This question determines that further researcleésled in this topic.
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