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FOREWORD 

 

 

 
 

Nowadays it is becoming increasingly clear that we must deal with all manner of 

socio-economic system crises* and as history shows, this has always been a long and 

painful process. 

There is still a lack of papers devoted to problems connected with failures of the 

whole system. Researchers prefer to operate on an organizational level.  

How to achieve relative sustainability on an organizational level in conditions of 

rapid changes, including a permanently instable business environment – this is the main 

problem iscussed in the 13
th
 issue of the Journal of Business Management.   

Only a few papers in this issue are devoted to evaluation of changes in the business 

environment. Most of the papers are devoted to different activities inside organizations 

which can help them to reach relative sustainability. 

Some papers in the issue are devoted to entrepreneurship education as one of 

sustainability’s preconditions (a factor with growing importance). Two papers are devoted 

to marketing management in the Russian Federation.  

All the papers were double-blind peer reviewed. Following the necessary corrections 

and additions resulting from the review process, 9 accepted papers were included in the 

issue.  

As of 2017, the Journal of Business Management is indexed in COPERNICUS (it 

has been indexed in EBSCO since 2008).   

 

 

 

Head of the Editorial Board, 

Professor emeritus, Dr. Vulfs Kozlinskis 

 

 

 

 

 

 

 

 

 
___________________ 

* Kozlinskis, V. (2016). The growing instability of the socio-economic system. Journal of Business 

Management, No.11, pp. 4-13.   
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EXPLORING THE MULTIGENERATIONAL  

WORKFORCE’S PERSONAL AND WORK VALUES:  

THE FUTURE RESEARCH AGENDA 

 
Regina Locmele-Lunova 

Andrejs Cirjevskis 
 
ABSTRACT 

Purpose. The purpose of the paper is to review the main contributors to the development of the 

topic of generational differences at workplaces and to explore emerging trends in the future research 

agenda. 

Design/methodology/approach. The literature review, based on conceptual and relational content 

analyses, has been carried out to annotate and critique the literature on the topic of generational 

differences as a source of conflict or productivity. The paper develops three research questions and 

advances three hypotheses to prove or disprove for future research. 

Findings. The paper provides scientific discussion and recommendations on literature sources that 

might be valuable for similar research on generational difference issues. The paper develops a 

theoretical framework for understanding the values of different generations and how they are 

formed and changed and provides a new conceptual model of future research. 

Originality/value. The paper identifies four further streams of research on the correlation between 

personal and work values in the context of generational differences in the workplace; therefore, the 

paper can potentially contribute to the current scientific discussion on the multigenerational 

workforce’s personal and work values.  

Type of paper: Literature review  

Keywords: generational differences; personal values; work values; multigenerational workforce. 

 

INTRODUCTION: TOPICALITY, PURPOSE AND DESCRIPTION OF 

RESEARCH METHODS 

In recent years, studies on generational differences in the workplace have gained a 

lot of interest among organizations, practitioners and researchers, resulting in various 

scientific studies and popular literature addressed to the business environment (Lyons and 

Kuron, 2013; Saba, 2013). In today’s turbulent business environment business leaders find 

themselves managing people from various generations and there is a need to adapt the 

workplace to the multigenerational workforce. This stems from the necessity of managing 

the multigenerational workforce, further adapting workplaces for the multigenerational 

workforce, attracting new talent and keeping hold of it, and determining conditions that 

would facilitate positive attitudes and behaviour among younger-generation employees 

(Saba, 2013). The difference in managing people from distinct generations is becoming 

especially pronounced due to different personal and work values. Understanding the ways 

the multigenerational workforce could collaborate in the workplace will contribute to more 

efficient attraction, retention, communication, involvement and management with regard to 

employees (Dencker, Joshi and Martocchio, 2008).  

The purpose of the paper is to review the main contributors to the development of 

the topic of generational differences at workplaces and to explore emerging trends in the 
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research agenda and develop a new conceptual model for future research. What we want to 

know is how and to what extent a new conceptual research model of the multigenerational 

workforce’s personal and work values can contribute in solving generational problems. Put 

simply, how do we bridge a generational difference and cooperate on the path to great 

performance? The topic is quite relevant as it has already been under investigation for a 

few decades, although the turbulent socio-economic and technological environment adds 

new dimensions to it.  

The research method of the paper, based on literature content analysis, opens up a 

new hypothesis and new research questions for further investigation. Content analysis is an 

observational research method that is used to systemically evaluate the symbolic content of 

all forms of recorded communications (Kolbe and Burnett, 1991). It is usually associated 

with a positivist paradigm (Collis and Hussy, 2009), although it has been described as “the 

diagnostic tool of qualitative researchers, which they use when faced with a mass of open-

ended material to make sense of …” (Mostyn, 1985, p. 117). Even though content analysis 

suffers from a number of problems – for instance, Silverman argues that “its theoretical 

basis is unclear and its conclusion can often be trite” (1993, p.59) – the authors believe that 

“the method of content analysis enables the researcher to analyze a large amount of textual 

information and systematically identify its properties, such as the presence of certain … 

concepts and themes” (Sekaran and Bougie, 2009, p. 386). 

The paper is organized as follows. Firstly, it explores the importance of research on 

generational issues in the context of the Latvian labour market: the latest trends and 

forecasts. Then the paper identifies the challenges of previous research on the topic and 

current tendencies in generational issues by means of literature content analysis. The 

authors have carried out a conceptual analysis to establish the existence and frequency of 

the main core concepts in published research papers (n = 53) and then a relational analysis 

builds on the conceptual analysis by examining the relationships among concepts in 

published research papers. Finally, the paper develops a conceptual model of future 

research that leads to new research questions and new hypotheses. In the end, the paper 

discusses the findings and makes a conclusion.   

 

Managing different generations in the 21
st
 century: tendencies, opportunities 

and threats.  

Managing different generations is particularly topical nowadays as a human resource 

management (HRM) issue due to three reasons. Firstly, distinct generations have different 

values and expectations in relation to work. Secondly, when compared to prior periods, 

people of different generations are working together for longer periods, which is linked to 

the implementation of lifelong learning policies, raising of the retirement age and reduction 

in pensions in case of early retirements, thus contributing to the involvement of older 

generations and even retired workers in the labour market. Thirdly, there are contradictions 

in companies’ management practices, the reduction of stable and high-quality jobs (Saba, 

2013). The tendency of older generations’ involvement in the labour market will continue 

in the coming years (Adams and Rau, 2004; Hebert and Luong, 2008). The governments of 

member states of the Organization for Economic Cooperation and Development (OECD) 

are already planning measures to promote active ageing (OECD, 2006; Saba and Guérin, 

2005). 
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The topicality of the multigenerational workforce management issue for the Latvian 

labour market and thus for Latvian business management is also determined by 

demographic factors. As noted by the World Bank researchers Victoria Levin and Emily 

Sinnott, the significant imbalance in the generational structure of the Latvian population is 

not related to the demographic explosion after the Second World War, but rather has been 

caused by the sharply declining birth rate since the beginning of the 1990s and the 

emigration of the younger generations. By 2030 the proportion of the working age 

population, which is defined as people between 15 and 64, will drop by almost 7 percent, 

while the proportion of the 50+ working age population group will increase to 45.6 percent 

in 2030 as shown in Fig.1.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Figure 1. Latvia: Age distribution of population, 2012 vs. 2030 (in percent) 

Source: “The active aging challenge for longer working lives in Latvia”, The World Bank, 2015. 

 
What is more, per the World Bank’s forecasts, during the next 50-year period there 

will be an increase in the average age of the population in Latvia, and the economy will 

face difficulties when adapting to the differences in the distribution of various age groups 

and the decrease of younger age groups as shown in Fig. 2. Therefore, one of the 

recommendations by the World Bank for Latvia is to involve people over 64 in the future 

labour market (“The active aging challenge for longer working lives in Latvia”, The World 

Bank, 2015).  
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Figure 2. The active aging challenge for longer working lives in Latvia 

Source: World Bank staff calculation based on data from Eurostat. 

 

In the coming decades, three generations will constitute the basis of the Latvian 

labour market, the identification factors of which are described in the generational theory 

by Hove and Strauss: 1) the baby boomer generation (people who were born 

between 1943 and 1960), 2) Generation X (1961–1980), and 3) Generation Y (1982–

2004), each having a distinct set of values that determines behaviour at work for the 

representatives of these generations (Howe and Strauss, 1991, 1993, 1997, 2007). What is 

more, several researchers have even identified six generations, as shown in Table 1. 

 
Table 1 

The division of present generations according to the generational theory of Howe and Strauss  

 

Source: Howe, Neil; Strauss, William (1991). Generations: The History of America's 

Future, 1584 to 2069. New York: William Morrow and Company 

 

Generation Birth year Generation type 

GI Generation 1901-1924 Civic (hero) 

Silent Generation 1925-1942 Adaptive (artist) 

Boomer Generation 1943-1960 Idealist (prophet) 

Thirteener (Xer) Generation 1961-1981 Reactive (nomad) 

Millennial Generation 1982-2004 Civic (hero) 

Homeland Generation 2005 - present Adaptive (artist) 
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Zemke, Raines, Filipczak (2000) characterize it as a challenge to modern 

businesses and declare that it is necessary to build “generationally friendly companies”. 

The differences in attitudes and behaviour at work of the representatives of distinct 

generations are pointed out: (Zemke, Raines, Filipczak, 2000).  

 
Table 2 

Attitude and behavioural traits of present generations in the workplace 

 

 Veterans Boomers Xers Nexters 

Outlook Practical Optimistic Skeptical Hopeful 

Work ethic Dedicated Driven Balanced Determined 

View of authority Respectful Love/hate Unimpressed Polite 

Leadership by Hierarchy Consensus Competence Pulling together 

Relationships Personal 

sacrifice 

Personal 

gratification 

Reluctant to 

commit 

Inclusive 

Turnoffs Vulgarity Political 

incorrectness 

Cliché, hype Promiscuity 

 

Source: Zemke R., Raines C., Filipczak B., Generations at Work: Managing the Clash of Veterans, 

Boomers, Xers and Nexters in Your Workplace. AMACOM, 2000 

 
Such generational diversity provides a lot of opportunities for business 

management research regarding similarities and differences of generations in terms of their 

personal and work values and how to manage differences effectively. However, the paper 

identified many challenges in previous studies on generational issues. 

 

Challenges in previous studies and current tendencies in generational 

difference issues. 

Some researchers are critical of generational issue studies. It has been pointed out 

that to date, scientific research on generational differences regarding behaviour at work 

have a descriptive character and lack a clear theoretical framework (Joshi, Dencker, and 

Franz, 2011; Parry and Urwin, 2011). Saba (2013) somewhat categorically concludes that 

the phenomenon of generational differences is a myth, pointing out that there is no 

empirical basis for the assumption that employees’ work values and expectations regarding 

working conditions, their behaviour and attitudes, could be solely explained by the fact that 

they belong to a certain generation. However, Lyons and Kuron (2013) refer to 

considerable scientific evidence that, despite their relative similarity, different generations 

at work have distinct personal characteristics, work values and orientations, professional 

experience, requirements regarding leadership, teamwork and management behavioural 

models.  

Studies of the last 20 years demonstrate a comprehensive and pronounced growth 

of individualism in all generations, which corresponds to the common social tendency 

towards “individualization” (Blok, 1998). Research also indicates growing extraversion 

(Twenge, 2001), idealism, honesty and self-esteem in younger-generation adults, but at the 

same time they exhibit increasing neuroticism (Twenge, 2000; Andre et al., 2010; Smits et 

al., 2011; Busch, Venkitachalam, and Richards, 2008; Scollon and Diener, 2006; Wong, 
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Gardiner, Lang, and Coulon, 2008) and narcissism (Twenge et al., 2008; Stewart and 

Bernhardt, 2010). The role of remuneration, recreation and leisure activities is increasing, 

while diligence at work and the general importance of work is declining (Lyons and 

Kuron, 2013). Research furthermore indicates that younger-generation employees have the 

lowest self-confidence (Stewart and Bernhardt, 2010), job satisfaction, and loyalty to an 

organization, are less supportive of teamwork, but have higher self-esteem (Gentile, 

Twenge, and Campbell, 2010; Twenge and Campbell, 2001), creativity (Kim, 2011), and 

professional mobility, and they support competition, independence and personality-

oriented leadership (Twenge, 2006).  

The future tendency in the labour market is employees with growing egocentrism, 

mobility and self-esteem, but increased anxiety and depression. (Twenge, 2006). 

Generational differences regarding work values (remuneration, occupational prestige, job 

satisfaction, opportunity to be independent, possibility to maintain a balance between work 

and private life, safety at work, comfort in the workplace, incentives and bonuses, etc.) 

were also proved by several recent years studies in various countries and fields:  Lyons, 

Higgins and Duxbury (2010); Jin and Rounds (2012); Twenge, Campbell, Hoffman, and 

Lance (2010); Wray-Lake et al. (2011); Krahn and Galambos (2014); Johnson (2001); 

Smola and Sutton (2002); Hansen and Leuty (2012); Bristow, Amyx, Castleberry and 

Cochran (2010); Gursoy, Chi and Karadag (2013); Real, Mitnick, and Maloney (2010); 

Taylor (2012); Wong et al. (2008); Lyons, Duxbury and Higgins (2005); Lyons et al. 

(2012a, 2012b); Lub, Bijvank, Bal, Blomme and Schalk (2012); 

Cennamo and Gardner (2008); Cogin (2012). What is more, researchers and practitioners 

are currently facing the confusion of evidence that is collected in different contexts and 

examines the generational phenomenon from various theoretical and methodological 

viewpoints (Lyons and Kuron, 2013).  

After extensive analysis of recent studies on generational differences in the 

workplace, Lyons and Kuron (2013) recommend further research on generational 

differences at work following a clear theoretical framework, using classical generational 

theories (Mannheim, 1952; Howe and Strauss, 1991, 1993, 1997, 2007). Lyons and Kuron 

(2013) emphasize that management science researchers have avoided the rich traditions of 

social sciences regarding the more profound frameworks of generational theories and 

favoured a purely empirical and schematic generational division based solely on the 

criterion of birth year, thus each year complementing the “paleontological chronicle” of 

generational studies. More rigorous methodologies regarding the quality of research 

selection are also needed.  

What is more, Lyons and Kuron (2013) recommend a contextual approach – when 

generational differences are investigated in a country with a unique socio-historical and 

cultural context, since generations are products of a socio-historical context and national 

culture (e.g., Deal et al., 2012). Also, the effects of variables must be considered: a) 

organizational – for example, the size of the sector or organization, organizational culture 

and structure; b) individual – for example, gender, ethnicity, socio-economic status, family 

status and position (Joshi et al., 2010; Laufer and Bengtson, 1974; Parry and Urwin, 2011).   

The paper attempts to apply all the abovementioned suggestions to the research 

and will provide a theoretical framework and conceptual model of research on the 

multigenerational workforce’s personal and work values and their correlation. The Latvian 

Republic as a Nordic country with a developed economy and unique socio-historical and 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

13 

 

cultural context would complement the theoretical understanding of the contextual aspect 

of generational theory. 

 

THEORETICAL FRAMEWORK AND CONCEPTUAL MODEL OF 

FUTURE RESEARCH 

To carry out research on the multigenerational workforce’s personal and work 

values and their correlation through the analysis of the multigenerational workforce’s value 

systems and their contributing external and internal environmental factors in Latvia, the 

paper developed a theoretical framework of the evolution of an individual’s personal 

values, which schematically shows the process of an individual’s personal value formation 

and adjustment as shown in Fig. 3. 

 

 

 

Figure 3. Theoretical framework of research on generational differences: the process of an 

individual’s personal value formation and adjustment (developed by the authors) 

According to social adaptation theory (Kahle, 1983), values are types of social 

conclusions that help individuals to adapt to the external environment by behaving in 

various situations in concordance with their values as shown in Fig. 3. Several sources 

could serve as the origin of values, including national culture, regional community, 

religion, family and company (Finkelstein, Hambrick and Cannella, 2009). The value 

system of an individual usually forms a hierarchical structure where some values have a 

significantly bigger role and are favoured over others. The value system amply 

demonstrates the importance a person attaches to such phenomena as freedom, enjoyment, 

self-esteem, honesty, love, obedience, equality, etc.  (Feather, 1975; Zavalloni, 1980). 

When some of the values are learned, or accepted (adapted), they become a part of the 

value system where each value has its own priority size, thus creating a value hierarchy 

that affects the decision process depending on the significance of each value. (Hambrick 

and Brandon, 1988). Meanwhile, the process of work value formation among different 
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generations and the overall future study design is shown schematically in the form of a 

conceptual model of research in Fig. 4: 

 

 
 

Figure 4. Conceptual model of future research on the multigenerational workforce’s 

personal and work values (developed by the authors) 

 
Therefore, we have identified human resource variables – generational differences, 

self-identity, personal values, stereotypes, education and experience – as independent 

variables. Change management in terms of human resource management, particularly 

organizational behaviour and motivation, are moderating variables. When it comes to 

dependent variables, organizational performance is defined as the end performance results 

of all the organization’s work practices and activities reflected by financial metrics 

(profitability – return on invested capital (ROIC), sales growth rate and market share) and 

non-financial metrics (staff productivity, personnel turnover and quality of service) 

(Agarwal, 2014).  

Therefore, for the future research agenda, the paper put forward the following 

research questions: 

• RQ1: Does generational chronological division according to generational 

theories (Mannheim, 1952, Howe and Strauss 1991, 1993, 1997, 2007) exist in Latvia, a 

Nordic country with a developed economy and a unique socio-historical context? 

• RQ2: Do members of the multigenerational workforce identify themselves as 

belonging to certain generations? 

• RQ3: What could lead to generational conflict at work and what leads to 

productivity? 

Three hypotheses that follow the proposed research questions have been advanced: 
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• H1: Multigenerational differences regarding the personal and work values of 

employees do not exist to the extent that they could be linked solely to the age criterion or 

generational dimension. 

• H2: The multigenerational differences regarding the personal and work values 

of employees clearly correlate with the level of maturity of the individual (position, 

education and experience) – the compliance of the individual’s values with the specific 

hierarchy level of the value system’s development (Graves, 1974, Beck and Cowan, 2006).  

• H3: A clear correlation exists between the multigenerational workforce’s 

personal and work values, human resource management practice (motivation and 

organizational behaviour) and productivity of personnel. 

Therefore, our future research on differences in work values in the 

multigenerational workforce will be the first attempt in the context of the Latvian labour 

market to obtain empirical evidence both for the existence of those differences and for a 

deeper understanding of specific work values that differ the most among employees from 

different generations in Latvia, which will be of great value for human resource 

management (HRM) practices in commercial enterprises.  

 

CONCLUSION AND FUTURE WORK 

In today’s turbulent business environment business leaders find themselves 

managing people from various generations and there is a need to adapt the workplace to 

the multigenerational workforce. The difference in managing people from distinct 

generations is becoming especially pronounced due to different personal and work values. 

In Latvia, issues behind managing a multigenerational workforce are also defined by 

demographic factors. If the country complies with the World Bank’s recommendations, it 

is possible that the workforce will consist of people from three or four different 

generations. In addition to the problem of managing the multigenerational workforce, there 

is a general gap in scientific research regarding the personal and work values of 

economically active people in Latvia. 

To carry out research on personal and work values of different generations and 

how they are interrelated through an analysis of internal and external factors affecting their 

value systems, the authors have advanced a conceptual model of research. The model 

reflects a theoretical framework for understanding values of different generations and how 

they are formed and changed. Four further streams of research are suggested for a deeper 

understanding of the correlation between personal and work values in the context of 

generational differences in the workplace. Therefore, the paper can potentially contribute 

to the current scientific discussion of the multigenerational workforce’s personal and work 

values.  
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ABSTRACT 

The purpose of the research is to link both internal and external factors to the innovation 

performance of manufacturing SMEs in a transition economy.  

The methodology of the research is based on linear regression analysis in order to find the 

relationship of internal and external factors with the innovation performance of SMEs. 

The main findings of the research are positive linkages of firm size, innovation intensity, product 

competitiveness, collaboration with other firms, and external funding sources with the innovation 

performance of SMEs. However, firm age, collaboration with industry associations and 

financial/organizational government support do not have a significant impact on the innovation 

performance of SMEs.  

The research has some limitations, namely country and industry-specific findings. In this paper, the 

analysis was based on a sample from the RuFIGE database that consisted of Russian manufacturing 

SMEs. Moreover, the study is limited through the variables included in the linear-regression model 

to discussing particular internal and external factors that affect the innovation performance of 

SMEs. Future research may be based on diverse countries, industries and statistical variables.  

The paper offers practical implications for managers that are willing to improve innovation 

performance and competitiveness of SMEs. The results also shed some light for policymakers on 

the main factors that influence SMEs’ innovations. 

The value of the research is to provide some insight into both internal and external factors that 

influence the innovation performance of Russian manufacturing SMEs in the context of transition 

economies. 

Paper type: Research paper 

Keywords: innovation performance, SMEs, linear regression analysis, RuFIGE, transition context, 

internal and external factors 

 
INTRODUCTION 

SMEs are one of the key sources that contribute to economic growth, total 

employment and innovation commercialization rates which lead to market competitiveness 

and are essential for a country’s technological progress (OECD, 2017). How to stimulate 

innovations in the SME sector is a very challenging question since entrepreneurs, 

academics and policymakers have diverse perspectives towards SMEs’ innovations, which 

leads to misaligned results among the key innovation stakeholders (Massa and Testa, 

2008). A better understanding of the key success factors that affect the innovativeness of 

SMEs may be important in terms of finding possible solutions among various market 

players to reduce the complexity, uncertainty and dynamism of innovation activities in the 

SME sector (Hoffman et al., 1998; Edwards et al., 2005; Hausman, 2005). 

The prime determinants of SMEs’ innovation performance are usually based on 

findings obtained in the context of developed countries, while innovations of SMEs in 

transition economies are rather different for possible generalization without taking into 
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account the specific transition environment (Radas and Bozic, 2009; Xie et al., 2013). Due 

to the reorganization of key institutional bodies and the overall market system, SMEs in a 

transitional context face certain barriers that limit their performance and may be 

categorized into such factors as (1) environment; (2) the role of the state; and (3) business 

owner characteristics (Aidis, 2005).  

One of the key challenges faced by the Russian economy is relatively low rates of 

innovation performance at SMEs, which affects market competitiveness and is crucially 

important for the sustainable development of the SME sector (OECD, 2015). In this light, 

the paper aims to investigate the relationships of diverse factors of manufacturing SMEs 

with both product and process innovation performance in the transitional context of Russia 

by analysing the following categories of factors: 

 Internal (firm size, firm age, innovation intensity, product 

competitiveness, engineering and technically qualified staff); 

 External (collaboration with other firms, collaboration with business 

associations, external funding sources, market competition and financial and organizational 

support from the local/regional/federal government). 

The paper is structured as follows. In the second section, the theoretical 

background of the study is discussed in two parts: firstly, the main factors that affect the 

innovation performance of SMEs are highlighted and, secondly, the specifics of the 

transitional environment are analysed in detail. The third section presents the research 

model of the study and a review of empirical findings from diverse papers. Then, the 

RuFIGE database’s characteristics, the research sample, and the main variables included in 

the linear regression models are presented. Furthermore, the results section briefly touches 

on the findings of the study. The fifth section presents a discussion of the main results 

obtained from the empirical research. Finally, the conclusion highlights the contribution of 

the paper, limitations and some implications for managers and policymakers.  

 

THEORETICAL BACKGROUND 

The sustainable development of SMEs sector is a priority in wide range of 

economies. One of the possible issues is to realize the innovation potential of SMEs for 

future economic growth. However, this could not be easily achieved due to the complexity 

of innovations, which makes it challenging for research, business and policy-makers. The 

idea of the theoretical part of this study is to give a general overview on the specifics of 

unstable, transitional environments in which key institutions intended to support 

innovation efforts of SMEs fail to do that for a number of reasons as in mature, developed 

market economies. Once the context is discussed, the prominent both internal and external 

factors that influence the innovation performance of SMEs are presented to highlight the 

results obtained in the major studies of the field.  

 

Importance of the transition context 

Since the 1980s, the shift from centrally-planned to market-structured economy 

has greatly impacted the socio-economic and political development of Central and Eastern 

European countries (Smallbone and Welter, 2001). The evidence shows that 

entrepreneurship in general is not unique in transition countries, but it has some distinctive 

features compared to Western market economies in terms of institutional environment, 

entrepreneurs’ behaviour patterns and social values and conventions regarding 
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entrepreneurial activities (Smallbone and Welter, 2003; Smallbone and Welter, 2006). In 

addition, institutional changes faced in transitional economies have impacted the 

technological development path of the countries, which indicates the difference of National 

Innovation Systems from developed economies (Kitanovic, 2007).  

SMEs play an important role in the transition period as sources that create and 

generate jobs, offer new solutions for economic diversification with particular emphasis on 

the restructuration of diverse sectors, and contribute to innovations that stabilize and 

improve the overall economic situation (Smallbone and Welter, 2009). However, a wide 

range of barriers hamper SMEs’ development, which are categorized as follows: (1) 

environmental factors that refer to the reorganization of both the micro and macro-systems 

which resulted in a lack of key institutions required for engagement in business activities; 

(2) the role of the state, which is crucial for the prosperity of the private business sector, 

while the initiation of entirely new legislation had severe drawbacks due to the fact that 

policymakers had no previous experience in establishing a market economy; (3) business 

owner characteristics’ indicating perceptions and attitudes regarding how to organize 

business activities in an unstable environment (Aidis, 2005). 

In the case of Russia, firm managers focus more on short-term decision-making 

instead of long-term projects, which reflects the partner selection process that provides 

several important benefits for firm business activities such as access to financial capital 

and the complementary capability to overcome weak institutional conditions (Hitt et al., 

2004). In Russia, informal network connections play a distinctive role because they consist 

of contacts with existing enterprises and the state administration as a result of the 

underdeveloped institutional environment (Aidis et al., 2007). Usually Russian 

entrepreneurs rely on self-financing or look for informal funding sources from their own 

networks to manage business activities (Aidis and Estrin, 2006). Imperfect formal 

institutions in terms of regulatory quality, rule of law and corruption significantly limit the 

innovation performance of firms in Russia (Chadee and Roxas, 2013). 

 

FACTORS INFLUENCING THE INNOVATION PERFORMANCE OF 

SMES 

Having analysed the prominent factors that influence SMEs’ innovation 

performance, scholars classify them as internal variables which indicate characteristics and 

policies of SMEs and external variables that show the opportunities SMEs can seize from 

their environment (Keizer et al., 2002; Radas and Bozic, 2009). As for internal factors, the 

objective of the firm’s origin, the objective of setting up the firm, the CEO’s technical 

qualifications and the presence of an exclusive design office improve the innovation 

performance of SMEs (Subrahmanya, 2013). Highly qualified personnel seem to be an 

important factor that boosts the innovation performance of SMEs, as found in a number of 

studies (Radas and Bozic, 2009; Freel, 2005; Romijn and Albaladejo, 2002; Xie et al., 

2013). Firm size positively affects the innovation performance of SMEs (Bhattacharya and 

Bloch, 2004). Some other internal factors are also vital for the innovation performance of 

SMEs, such as technology information, RandD intensity, entrepreneur orientation, business 

strategy and management capabilities (Xie et al., 2013).  

Regarding external factors, some studies indicate that networking collaboration 

with diverse partners significantly increases the innovation performance of SMEs (Keizer 

et al., 2002; Birchall et al., 1996; Radas and Bozic, 2009; Xie et al., 2013). Government 
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support in terms of innovation subsidy schemes does improve SMEs’ innovative efforts 

(Keizer et al., 2002; Romijn and Albaladejo, 2002). External funding sources (for instance, 

venture capital funds) positively influence the innovation performance of SMEs (Xie et al., 

2013). The factor of market scope, which refers to international competitiveness, appears 

to be vitally important for the innovation performance of SMEs (Bhattacharya and Bloch, 

2004; Radas and Bozic, 2009).  

All the above results clearly indicate the complexity of SMEs innovation 

performance. The majority of studies in the field are based on the cases of developed 

economies, but recently a number of researches show that the prominent determinants of 

innovation performance in SMEs have some similarities as well as crucial differences, 

especially due to the institutional conditions and role of the government in transition 

countries. It is also vital to understand the specifics of the sector, which may be important 

to identify the key factors that boost the innovation performance of SMEs in a particular 

industry. Overall, the findings obtained in various firm-level empirical cases are hardly 

generalizable, because much depends on the internal behavioral aspects towards 

innovations and external environment of SMEs.  

 

EMPIRICAL STUDIES AND HYPOTHESIS DEVELOPMENT 

This section is devoted to the theoretical model of the study. The prime internal 

and external factors that affect the innovation performance of SMEs are briefly discussed 

by analysing literature sources in the field.  

 

Research framework 

Some studies have discussed various determinants that influence the innovation 

performance of SMEs in transition countries, namely Croatia (Radas and Bozic, 2009) and 

China (Xie et al., 2013). However, more detailed exploration is needed to understand the 

relationship of both internal and external factors with the innovation performance of 

manufacturing SMEs, particularly in the context of Russia.  

The theoretical model of the research can be found in Figure 1. The main internal 

and external factors are linked with the innovation performance of SMEs based on the key 

findings of the empirical papers reviewed. Linear regression models were developed for 

the product and process innovation performance of SMEs. More details about the 

measurement operationalization of the variables can be found in Appendix A. 

 

 

 

 

 

 

 

 

 
 

Figure 1. Innovation performance framework factors 
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Internal factors and the innovation performance of SMEs 

 

Firm size 

The Schumpeterian hypothesis is empirically tested to identify whether firm size 

increases the innovative activity of firms, but in practice such a relationship is much more 

complex due to the influence of other factors, namely industry level, market structure and 

technological characteristics of firms (Caloghirou et al., 2004; Becheikh et al., 2006). In 

the case of the low-technology SME sector, the findings show that innovative activity 

significantly increases with firm size (Bhattacharya and Bloch, 2004). Thus, the following 

hypothesis is advanced: 

H1. Firm size is positively associated with the innovation performance of SMEs 

 

Firm age 

The key idea of a positive effect between firm age and the innovation performance 

of SMEs is that firms, over a certain period of time, develop expertise and practices to deal 

with the complexity of innovations (Becheikh et al., 2006). However, in a transition 

context the organizational structure of experienced firms is old-fashioned, which prevents 

them from establishing the required competencies to boost innovation performance (Radas 

and Bozic, 2009). 

Taking into account these empirical results, the following hypothesis is advanced: 

H2. Firm age is positively associated with the innovation performance of SMEs 

 

Innovation intensity 

The evidence of a relationship between the innovation intensity and innovation 

performance of SMEs is limited in the empirical studies. However, a frequency-of-

innovations variable has been constructed to show how often firms carry out innovations in 

a certain period of time (Subrahmanya, 2013). Taking into account this study, the 

following hypothesis is advanced: 

H3. Innovation intensity is positively associated with the innovation performance 

of SMEs 

 

Engineering and technically qualified staff  
Skilled workers do improve the innovativeness of SMEs since the development of 

new technologies is a complex process that requires unique knowledge generated from the 

personnel’s innovation activities (Caloghirou et al., 2004; Freel, 2005). Specialized 

knowledge and experience, especially in the science and engineering fields, seem more 

important for the innovation performance of SMEs than general technical or managerial 

competencies (Romijn and Albaladejo, 2002).  

The evidence above leads to the formulation of two separate hypotheses: 

H4. Engineering staff are positively associated with the innovation performance of 

SMEs 

H5. Technically qualified staff are positively associated with the innovation 

performance of SMEs 
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External factors and the innovation performance of SMEs 

 

Collaboration with other firms 

In a rapidly growing and dynamic market, inter-firm networking collaboration 

provides various benefits for firms, for instance, exclusive access to resources, creative 

new ideas and solutions, new market niches and opportunities, personnel competencies, 

and mutual sharing of project risks and costs, which leads to successful product 

commercialization and high innovation performance, therefore increasing the market 

competitiveness of the firm (Tidd et al., 2005; Powell, 1998; Powell et al., 1996).  

Some empirical studies have found that inter-firm networking ties with customers, 

suppliers or competitors have a positive relationship with the innovation performance of 

SMEs (Radas and Bozic, 2009; Zeng et al., 2010; Xie et al., 2013). SMEs usually maintain 

networking linkages for knowledge acquisition from external sources, especially those 

companies that face difficulties conducting in-house RandD to improve their innovation 

performance (Hervas-Oliver et al., 2014).  

In transition countries, external networking collaboration is vitally important 

because less favourable and uncertain economic conditions make firms more likely to 

search for external sources to access new knowledge for innovation activities (Saeed et al., 

2015). However, external networks are not always beneficial for SMEs because of the 

complexity and risks connected with coordination and external partners’ contributions to 

joint innovation projects (Rosenbusch et al., 2011).  

Taking into consideration all the above arguments, the following hypothesis is 

advanced:  

H6. Collaboration with other firms is positively associated with the innovation 

performance of SMEs 

 

Collaboration with industry associations 

Interaction with industry associations can help SMEs to engage in the learning 

process to gather valuable market information about technological developments and 

obtain access to internal competencies such as technical assistance that industry 

associations can provide for the innovation performance of SMEs (Romijn and Albaladejo, 

2002).  

In line with the above argument, the following hypothesis is formulated: 

H7. Collaboration with industry associations is positively associated with the 

innovation performance of SMEs 

 

External funding sources 

Lack of financial funding sources may be a barrier to expanding or introducing 

new technologies at SMEs, but firms that seek external financing fail to improve their 

innovation performance (Hoffman et al., 1998). However, in the case of transition 

countries, external funding sources obtained from bank or partner loans positively affect 

the innovation performance of SMEs (Xie et al., 2013). Hence, the following hypothesis is 

considered: 

H8. External funding sources are positively associated with the innovation 

performance of SMEs 
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Product competitiveness 

In the reviewed empirical papers, the factor of product competitiveness is 

unexplored as a link to the innovation performance of SMEs. However, if the main 

technological product of a firm is competitive in the marketplace, it may result in higher 

engagement in SMEs’ innovations. Therefore, the following hypothesis is proposed:  

H9. Product competitiveness is positively associated with the innovation 

performance of SMEs 

 

Market competition 

The role of competition for innovation is vital when firms decide to innovate for 

higher investment returns and reduce the competitive pressure faced from the external 

environment (Caloghirou et al., 2004). If SMEs are competitive in the market, they have a 

unique opportunity not only to focus on the market pressure from competitors, but also to 

improve their innovation performance. Thus, the following hypothesis can be formulated:  

H10. Market competition is positively associated with the innovation performance 

of SMEs 

 

Government support (financial and organizational) 

Government can provide financial support in terms of subsidies, grants, awards or 

loans to encourage firms’ innovation activities, but government can also organize various 

meetings to establish collaboration with diverse market players for the exchange of ideas 

and experience in innovation activities (Becheikh et al., 2006).  

In a transition context, firms should take into account the influential role of 

governmental policies towards innovations that may significantly impact the market 

competition environment by supporting priority organizations and sectors, while 

neglecting other areas (Yang et al., 2012).  

The relationship between government bodies and the innovation performance of 

SMEs seems controversial due to insignificant (Zeng et al., 2010) and negative (Xie et al., 

2013) findings. In the case of Russia, the innovation support system is poorly integrated 

into the institutional environment, which results in government agencies failing to 

incorporate SMEs into the existing value chains for mutual innovation development with 

other market players (Sokolov and Rudnik, 2014). Thus, weak governmental bodies fail to 

support and improve the innovation performance of SMEs (Volchek et al., 2013).  

The above arguments lead to the following hypothesis: 

H11a. Government financial support is negatively associated with the innovation 

performance of SMEs 

H11b. Government organizational support is negatively associated with the 

innovation performance of SMEs 

 

METHODOLOGY 

Data source 

In the present paper, internal and external factors that affect the innovation 

performance of Russian SMEs are analysed on the basis of the Russian database RuFIGE
1
. 

                                                           
1 Russian firms in the global economy, more details at: https://iims.hse.ru/en/rfge/about (accessed 27 

March 2017) 
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The survey consists of 2092 manufacturing firms (including large enterprises) based on the 

stratified random sampling method. The sample is representative of manufacturing firm 

sectors and firm employment, but is not representative of regions. RuFIGE was developed 

to analyse diverse features of firms, such as competitiveness and performance.  

The data was obtained by the Russian professional marketing company GFK-Rus 

in 60 regions (sub-federal units of Russia) from May to October 2014. Face-to-face 

interviews were used to examine the following top managers of manufacturing firms: chief 

executive officer (CEO), executive director, vice director of economics and finance, 

director of economics, financial director (not the chief accountant), commercial director. 

 

Characteristics of SMEs 

Firms are usually measured by number of employees (Oslo Manual, 2005). In the 

present paper, “small enterprise” will be defined as having 10 to 100 employees and 

“medium enterprise” will be defined as having 101 to 499 employees. Other size 

categories are not analysed.  

Once large enterprises with 499+ employees were excluded from the research, the 

sample of the paper consists of 1677 manufacturing SMEs from the database RuFIGE. 

Table 1 indicates the characteristics of the sample according to manufacturing sector. It 

shows that the majority of manufacturing enterprises are from the food production sector 

(22.7%). In addition, sectors such as timber and paper products (12.8%), machinery and 

equipment (12.6%) and metal products (12.0%) are at the golden mean. The least 

represented sector is transport equipment (4%). Table 2 reveals that there are 1181 (70%) 

small enterprises (10-100 employees) and 496 (30%) medium enterprises (101-499 

employees).  

 
Table 1 

Sample of manufacturing sectors 

 

Manufacturing sectors 
Number of 

enterprises 

Percentage 

(%) 

1. Food production 380 22.7 

2. Textile industry, garments and other fibre products 161 9.6 

3. Timber processing and production, cellulose and paper 

products 
215 12.8 

4. Raw chemical materials and chemical products, plastic 

and rubber products, petroleum processing and coking 
180 10.7 

5. Non-metal mineral products 141 8.4 

6. Metal products 202 12.0 

7. Machinery and equipment 212 12.6 

8. Electric equipment and machinery 119 7.1 

9. Transport equipment 67 4.0 

Total 1677 100.0 
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Table 2 

Sample of SMEs by firm size 

 

Number of employees Number of enterprises 
Percentage  

(%) 

10-19 344 20.5 

20-49 503 30.0 

50-100 334 19.9 

101-249 325 19.4 

250-499 171 10.2 

Total 1677 100.0 

 
Dependent variables 

There is no exact measurement of innovation performance due to the complexity 

of interaction between diverse components (Becheikh et al., 2006). In this study, the 

innovation performance of SMEs is measured as innovative product and innovative 

process for two separate linear regression models. 

 

Independent variables 

The independent variables as internal factors are firm size, firm age, innovation 

intensity, product competitiveness, engineering and technically qualified staff. Firm size is 

measured by number of employees 0 (small enterprise with 10-100 employees) and 1 

(medium enterprise with 101-499 employees). Firm age is represented by a natural 

logarithm. Innovation intensity is a dummy variable (0 – no, 1 – yes). Product 

competitiveness indicates the level of the main technological product (0 – medium-quality; 

1 – high-quality). Lack of engineering and technically qualified staff are viewed as a 

barrier for the company (0 – yes, it is a barrier; 1 – no, it is not a barrier).  

As for the external factors, collaboration with other firms, collaboration with 

industry associations, external funding sources, market competition, and financial and 

organizational support from the federal/regional/local government are all dummy variables 

(0 – no, 1 – yes).  

Appendix A presents the measurement operationalization of the variables from the 

RuFIGE database questionnaire included in the regression model. 

 

RESULTS 

Linear regression analysis is used to test the relationship between diverse 

independent variables with the innovation performance of SMEs. This method can be used 

when the dependent variable is dichotomous (Hair et al., 2010). In this case, it ideally fits 

the research objectives of the study.  

Results were obtained separately for product (Table 3, 4) and process innovation 

performance (Table 5, 6). The model summary for product innovation performance (Table 

3) reveals the amount of unexplained variability of the basic model (intercept) and the final 

model of regression analysis. Likelihood ratio tests, in particular, chi-square (x
2
=147.932), 

show that there is a significant effect for the combined predictors in the dependent variable 

and the results are statistically significant (p<0.000). The Hosmer-Lemeshow test 

(goodness of fit test) indicates that the final model is suitable for analysis (x
2
=10.903). In 
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this case, poor significance (p=0.207) means that the predicted values included in the 

analysis are not significantly different from the observed ones.  

 
Table 3 

Model summary for product innovation performance 

 

 Model fitting criteria Likelihood ratio tests Hosmer-Lemeshow test 

Model -2 Log likelihood Chi-square df Sig. Chi-square df Sig. 

Base 1458.817       

Final 1310.886 147.932 16 .000 10.903 8 .207 

 
The prominent estimates of the regression analysis for innovative product 

performance are presented in Table 4. The predictors collaboration with other firms 

(p<0.001), innovation intensity (p<0.001), engineering staff (p<0.05), market competition 

(p<0.01), product competitiveness (p<0.01), external funding sources (p<0.05) and firm 

size (p<0.01) are significant. All other variables show insignificant results.  

In Table 4, the logistic coefficient (B) means expected amount of change in the 

logit (the natural logarithm of the odds of the outcome variable occurring). The value of 

the odds ratio Exp (B) is more crucial for interpretation because it does not require 

logarithmic transformation. Exp (B) indicates the change in odds resulting from the unit 

change of the predictor. For instance, the predictor collaboration with other firms 

demonstrates Exp (B)>1 (Exp (B) =1.706). When it increases, the odds of developing an 

innovative product are 1.706 times higher than when it does not increase. 

 
Table 4 

Parameter estimates for product innovation performance 

 

Variables B S.E. Wald df Sig. Exp(B) 

Collaboration with other firms .534 .137 15.100 1 .000*** 1.706 

Innovation intensity .902 .177 25.946 1 .000*** 2.464 

Engineering staff  -.398 .192 4.280 1 .039* .672 

Technically qualified staff -.111 .199 .310 1 .578 .895 

Collaboration with industry 

associations 
.096 .204 .222 1 .637 1.101 

Financial support from the federal 

government 
-.039 .440 .008 1 .929 .962 

Financial support from the 

regional government 
.332 .330 1.012 1 .314 1.394 

Financial support from the local 

government 
.025 .363 .005 1 .945 1.025 

Organizational support from the 

federal government 
.520 .494 1.108 1 .293 1.682 

Organizational support from the 

regional government 
.087 .367 .056 1 .813 1.091 

Organizational support from the 

local government 
-.121 .328 .137 1 .711 .886 

Market competition .361 .138 6.786 1 .009** 1.434 
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Product competitiveness .408 .136 9.049 1 .003** 1.503 

External funding sources .290 .139 4.360 1 .037* 1.337 

Firm size .408 .163 6.288 1 .012* 1.505 

Firm age -.039 .079 .248 1 .619 .961 

Intercept -.642 .247 7.095 1 .008 .526 

*p<0.05, **p<0.01, ***p<0.001 

 
Table 5 shows the model summary for process innovation performance. The 

difference between the base and final model (x
2
=153.669) and the significance (p<0.000) 

determines that the final model is better than the basic one and the results are statistically 

significant. The Hosmer-Lemeshow test shows that the model is quite good (x
2
=1.240; 

p=0.996). 

 
Table 5 

Model summary for process innovation performance 

 

 Model fitting criteria Likelihood ratio tests Hosmer-Lemeshow test 

Model -2 Log likelihood Chi-square df Sig. Chi-square Df Sig. 

Base 1388.777       

Final 1235.108 153.669 16 .000 1.240 8 .996 

 

The crucial estimates of the regression analysis for process innovation 

performance are presented in Table 6. The significant predictors are collaboration with 

other firms (p<0.01), innovation intensity (p<0.001), engineering staff (p<0.05), 

technically qualified staff (p<0.05), product competitiveness (p<0.01), external funding 

sources (p<0.05) and firm size (p<0.001). All other variables are insignificant. 

 

Table 6 

Parameter estimates for process innovation performance 

 
Variables B S.E. Wald df Sig. Exp(B) 

Collaboration with other firms .451 .144 9.830 1 .002** 1.570 

Innovation intensity 1.126 .168 44.940 1 .000*** 3.082 

Engineering staff  -.496 .202 6.004 1 .014* .609 

Technically qualified staff .498 .209 5.668 1 .017* 1.645 

Collaboration with industry associations .316 .202 2.449 1 .118 1.371 

Financial support from the federal 

government 
.554 .440 1.586 1 .208 1.740 

Financial support from the regional 

government 
.281 .320 .770 1 .380 1.324 

Financial support from the local 

government 
-.176 .350 .252 1 .616 .839 

Organizational support from the federal 

government 
.179 .446 .160 1 .689 1.196 

Organizational support from the regional 

government 
-.470 .354 1.759 1 .185 .625 
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Organizational support from the local 

government 
.123 .322 .146 1 .703 1.131 

Market competition .162 .147 1.220 1 .269 1.176 

Product competitiveness .380 .141 7.208 1 .007** 1.462 

External funding sources .333 .143 5.437 1 .020* 1.395 

Firm size .597 .162 13.587 1 .000*** 1.816 

Firm age -.006 .082 .005 1 .946 .994 

Intercept -1.623 .259 39.212 1 .000 .197 

*p<0.05, **p<0.01, ***p<0.001 

 
DISCUSSION 
In the present paper, the aim of the study was to link diverse internal and external 

factors to the innovation performance of SMEs in the transitional context of Russia. The 

empirical evidence indicates the importance of firm size, innovation intensity, product 

competitiveness, collaboration with other firms, and external funding sources, which 

increase both product and process innovation performance in the SME manufacturing 

sector of Russia. Market competition only positively affects the product innovation 

performance of SMEs, while technically qualified staff have a positive influence only on 

the process innovation performance of SMEs. Engineering staff negatively affect both the 

product and process innovation performance of SMEs. Other results such as firm age, 

collaboration with industry associations and both financial and organizational support on 

the federal/regional/local level do not exhibit a significant relationship with the product 

and process innovation performance of SMEs. In general, the results obtained from the two 

linear regression models can be interpreted in line with the stated hypotheses. 

Hypothesis 1 was proposed to explore the relationship between the firm size factor 

and the innovation performance of SMEs. The findings show that firm size positively 

influences the product (0.408; p<0.05) and process (0.597; p<0.001) innovation 

performance of SMEs. Thus, the release of innovative products and engagement in 

innovative processes increases with firm size. The result is in line with the evidence 

obtained in the context of low technology industries (Bhattacharya and Bloch, 2004). 

Hypothesis 2 was formulated to test the link between the firm age factor and the 

innovation performance of SMEs. The result indicates that there is no significant 

correlation between firm age and the product and process innovation performance of 

SMEs. Hence, H2 is not supported in the present study. Surprisingly, this finding is 

consistent with the case of transition countries, which confirms the insignificant 

relationship between firm age and the innovation performance of SMEs (Radas and Bozic, 

2009). 

Hypothesis 3 was developed to test the interconnection between the innovation 

intensity factor and the innovation performance of SMEs. The findings indicate that 

innovation intensity is positively linked to the product (0.902; p<0.001) and process 

(1.126; p<0.001) innovation performance of SMEs. In this case, engagement in 

innovations significantly boosts both the product and process innovation performance of 

Russian manufacturing SMEs. In practice, the RandD intensity of Russian manufacturing 

SMEs is quite low (OECD, 2015). However, if SMEs focus on innovations, they have an 

opportunity to release both product and process innovation outputs. 
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Hypotheses 4 and 5 were designed to reveal the relationship between RandD 

personnel such as engineering and technically qualified staff with the innovation 

performance of SMEs. Engineering and technically qualified staff exhibit diverse 

relationships with the product (-0.398; p<0.05 and insignificant) and process (-0.496; 

p<0.05 and 0.498; p<0.05) innovation performance of SMEs. It should be mentioned that 

in the database of the study, the variables are designed to reveal if the firm faces a lack of 

engineering or technically qualified staff. Thus, SMEs have enough engineering staff to 

improve both product and process innovation performance, while technically qualified 

personnel seem to be a severe barrier, especially for process innovation performance at 

SMEs. An empirical study found that technically qualified staff negatively affect the 

innovation performance of SMEs due to the complexity of an innovation project, which 

results in insufficient competency levels of personnel; this is in line with the results of the 

present research (Subrahmanya, 2013). The lack of skilled labour in the Russian market is 

accounted for by the fact that the educational system is designed to offer a theoretical 

background, while practical aspects are less taught at higher education institutions (OECD, 

2015). In this light, it is crucially important to establish systematic practically-oriented 

training programmes at educational institutions of Russia that would develop the creativity 

and knowledge required of potential staff during the innovation process for future 

sustainable development of the SME sector in Russia (Sokolov and Rudnik, 2014).  

Hypothesis 6 was proposed to determine the positive relationship between 

collaboration with other firms and the innovation performance of SMEs. As the results 

indicate, collaboration with other firms positively affects both the product (0.534; p<0.001) 

and process (0.451; p<0.01) innovation performance of SMEs. The finding shows that the 

collaboration process with other firms may improve the release of product and process 

innovations of Russian manufacturing SMEs. This finding is interesting but not surprising 

since the transition period greatly impacted the way collaboration for entrepreneurship is 

organized in the context of Russian SMEs. As a result, formal institutions became 

underdeveloped, which made the legal framework ineffective for the further development 

of the SME sector in Russia; thus, companies maintained informal networking partnerships 

to rapidly access valuable resources and survive in the marketplace. To improve the 

current situation, the role of the government is to maintain partnerships and integrate 

SMEs into the established supply chains, especially with large companies and institutional 

bodies that will enhance innovation performance, which leads to the overall 

competitiveness of the manufacturing SME sector in Russia (Sokolov and Rudnik, 2014). 

Hypothesis 7 was developed to reveal the interrelation between the factor of 

collaboration with industry associations and the innovation performance of SMEs. The 

empirical evidence shows an insignificant result for collaboration with industry 

associations and both the product and process innovation performance of SMEs. Therefore, 

H8 did not receive support in this paper. However, this finding is in line with an empirical 

study that found a similar, insignificant correlation of collaboration with industry 

associations and the innovation performance of SMEs (Romijn and Albaladejo, 2002). 

Hypothesis 8 was tested to find out the relationship between external funding 

sources and the innovation performance of SMEs. External funding sources have a positive 

significant relationship with the product (0.290; p<0.05) and process (0.333; p<0.05) 

innovation performance of SMEs. In the context of Russia, SMEs usually fund their 

businesses through partner or bank loans as well as borrowing from family and friends, 
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especially in the early stages of business, which indicates the importance of such linkages 

for better innovation performance and competitive advantage in the marketplace of 

Russian SMEs (European Investment Bank, 2013). 

Hypothesis 9 was stated to analyse the interconnection between the product 

competitiveness factor and the innovation performance of SMEs. Product competitiveness 

has a positive linkage to the product (0.408; p<0.01) and process (0.380; p<0.01) 

innovation performance of SMEs. This result means that a “competitive” technological 

product in the local or global marketplace significantly increases the innovation 

performance of manufacturing SMEs in Russia. Due to the lack of financial and 

managerial resources, it is quite hard for SMEs to develop such high-level technology, 

especially to overcome the competitive pressure in the global-scale market, but additional 

revenues from technological product commercialization would be beneficial for future 

innovation performance and market competitiveness in the SME sector of Russia.  

Hypothesis 10 was proposed to link the market competition factor with the 

innovation performance of SMEs. Market competition has diverse results with regard to 

the product (0.361; p<0.01) and process (insignificant) innovation performance of SMEs. 

That is, firms meet the challenge of competition by introducing innovative products on the 

market, whereas the innovation process is more an in-house development of the firm that 

usually does not directly influence SMEs’ competitiveness.  

Hypothesis 11 was developed to test the relationship between both financial and 

organizational government support and the innovation performance of SMEs. Interestingly, 

all six variables included in the regression model that indicate financial and organizational 

support from local, regional and federal governmental authorities did not significantly 

impact the product and process innovation performance of Russian SMEs. As a matter of 

fact, the Russian government provides diverse benefits such as money lending, simplified 

taxation regimes, property lending and state orders of goods and services to improve the 

sustainable development of the SME sector in Russia. However, the application procedure 

for obtaining state support is not quite clear, which causes SMEs to search for both short-

term and long-term funding from other market players (European Investment Bank, 2013).  

 

CONCLUSIONS 

Based on a sample of 1677 Russian manufacturing SMEs, the relationship of 

internal and external factors that affect innovation performance was tested by linear 

regression analysis. The findings indicate that firm size, innovation intensity, product 

competitiveness, collaboration with other firms and external funding sources are positively 

related to the innovation performance of Russian SMEs. Interestingly, the results reveal 

that firm age, collaboration with industry associations and financial/organizational 

government support do not have a significant impact on the innovation performance of 

SMEs.  

However, it should be mentioned that the study has some limitations. The sample 

consists only of Russian manufacturing SMEs; thus, the findings may be context-

dependent with regard to country and industry. Future studies could be based within the 

context of other countries and diverse industries to generalize the results. The present study 

focuses on a particular group of factors, but there may be many more internal and external 

factors that affect the innovation performance of SMEs. Finally, the results were achieved 
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by using RuFIGE database variables. It is possible to use a different measurement for 

internal and external factors.  

Despite the limitations, the study offers some contributions to research. Firstly, the 

paper contributes to the literature that focuses on determining the prominent factors that 

affect the innovation performance of SMEs in a transitional context (Radas and Bozic, 

2009; Xie et al., 2013). Secondly, it contributes to the institutional-based literature in 

which the strategic partner selection process exhibits some differences in the poor 

institutional settings of transition (emerging) economies (Hitt et al., 2004; Hoskisson et al., 

2000; Peng, 2003). Thirdly, the findings can be applied to the strategic management 

literature, where collaboration alliances and personal networks greatly minimize 

transaction costs, provide access to valuable resources and create value for all the network 

members in the marketplace (Dyer, 1997; Gulati, 1999). 

 

Managerial implications 

Based on the results obtained, managers should form networking linkages with 

strategic partners, engage in innovation activities and improve the level of technological 

products to increase the innovation performance of SMEs. An important finding of this 

research is linked to external funding sources that affect the innovation performance of 

SMEs. In the database, external funding sources cover all financial support from external 

partners, which makes the specification of SMEs’ external funding sources impossible. 

However, the main idea is to collaborate with stakeholders in the marketplace (e.g. 

customers, suppliers or even other firms) that can provide financial support for the product 

and process the innovation performance of SMEs. Managers should take into consideration 

that organizing as many network linkages as possible is not a good idea since the 

competence level of external partners may differ significantly in innovation activities, and 

it is better to look for strong strategic partners that can truly influence the innovation 

performance of SMEs (Brunswicker and van de Vrande, 2014). 

 

Policy recommendations 

The research findings offer some insights for policymakers. It should be mentioned 

that government support on local, regional and federal levels does not impact the 

innovation performance of SMEs. In the case of Russia, the priority of the government is 

to support the innovation activities of SMEs, which is clearly stated in federal-level policy 

programmes, but the governmental agencies that are required to implement the policy fail 

to do so due to poor coordination and allocation efforts (Sokolov and Rudnik, 2014).  

In this context, government officials should organize network linkages and support 

the prominent market players to increase the innovation performance of SMEs. Exchange 

of viewpoints and experience among diverse stakeholders can give rise to fruitful 

information for further targeted policymaking and reduce risks and uncertainty during 

SMEs’ innovation efforts in the manufacturing sector. Industry associations seem to be a 

good intermediary platform with unique practical insights on the market challenges for 

SMEs. However, the study’s findings show that industry associations do not significantly 

affect the innovation performance of SMEs. Therefore, policymakers need to evaluate the 

performance of institutional bodies such as industry associations to create a better 

ecosystem for SME innovations that contributes to the sustainable development of the 

manufacturing sector in Russia. 
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APPENDIX A 

Measurement Operationalization 

 

Variables Factors 
Variable 

labels 
Measurement item Values 

Dependent 

variables 

Innovation 

performance of 

SMEs 

B55_SME_1 

Did the firm introduce 

a new or significantly 

improved innovative 

product on the market 

0-No 

1-Yes 

B55_SME_2 

Did the firm introduce 

new or significantly 

improved innovative 

technology on the 

market 

0-No 

1-Yes 

Independent 

variables 

Firm size F14_SME Number of employees 

0-Small 

enterprise (10-

100 employees) 

1-Medium 

enterprise (101-

499 employees) 

Firm age B1_SME 
Year of the firm’s 

establishment 

Natural 

logarithm 

Innovation 

intensity 
B58_SME 

Did the firm engage in 

innovation activities 

0-No 

1-Yes 

Product 

competitiveness 
B54_SME 

Does the main 

technological product 

meet the quality 

requirements 

0-Meets the 

requirements of 

medium-quality 

versions 

1-Meets the 

requirements of 

high-quality 

versions 

Engineering 

staff 
B48_SME_2 

Is it a barrier for the 

firm to lack 

engineering staff 

0-Yes, it is a 

barrier 

1-No, it is not a 

barrier 

Technically 

qualified staff 
B48_SME_3 

Is it a barrier for the 

firm to lack 

technically qualified 

staff 

0-Yes, it is a 

barrier 

1-No, it is not a 

barrier 

Collaboration 

with other firms 
B36_SME 

Did the firm 

collaborate with other 

firms 

 

0-No 

1-Yes 
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Variables Factors 
Variable 

labels 
Measurement item Values 

Collaboration 

with industry 

associations 

B102_SME 

Did the firm 

collaborate with 

industry associations 

0-No 

1-Yes 

External 

funding sources 
B89_SME 

Did the firm receive 

funding from external 

sources (e.g. banks or 

partners) 

0-No 

1-Yes 

Market 

competition 
B15_SME 

Is the firm’s market 

share enough to gain a 

competitive advantage 

0-No 

1-Yes 

Government 

financial 

support 

B104_SME_1 

Did the firm receive 

financial support from 

the federal 

government 

0-No 

1-Yes 

B104_SME_2 

Did the firm receive 

financial support from 

the regional 

government 

0-No 

1-Yes 

B104_SME_3 

Did the firm receive 

financial support from 

the local government 

 

 

 

0-No 

1-Yes 

Government 

organizational 

support 

B105_SME_1 

Did the firm receive 

organizational support 

from the federal 

government 

0-No 

1-Yes 

B105_SME_2 

Did the firm receive 

organizational support 

from the regional 

government 

0-No 

1-Yes 

B105_SME_3 

Did the firm receive 

organizational support 

from the local 

government 

0-No 

1-Yes 
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ABSTRACT 

Purpose. The aim of this paper is to define necessary competences for leading the two stages of the 

innovation process and, based on research, to develop a conceptual leaders’ competency model. 

Design/methodology. The research was conducted by using an analysis of academic literature. 

Based on the theoretical findings, the authors offer a conceptual innovation leadership competency 

model. 

Findings. The main finding of the research shows that leaders’ role is crucial for effective leading 

of innovation phases, while competences that stimulate innovation can be divided into three groups 

– competences that are equally important for both phases and competences that are more important 

in each of the phases. 

Research Implications. Based on the research results, a leadership competency list is proposed that 

could be used as a basis for future research in organizations and validation. 

Practical Implications. The conceptual model provides managers with information on innovation 

processes and factors that affect invention and implementation phases. The guidelines offered can 

be used by organizations and leaders to develop their competences to ensure successful leadership 

of the two stages of the innovation process.     

Originality/Value. Currently many researchers are focusing on factors which affect the innovation 

process and leadership, but there are only a few studies that combine those two concepts. The value 

of this paper lies in its structured vision of factors which are important to one process or both main 

innovation processes, that is, invention and implementation, and how leaders could lead these 

processes. 

Keywords: innovation, creativity, idea implementation, leadership, competence model.  

Paper type. Conceptual paper 

 
INTRODUCTION 

An organization’s ability to be innovative has been widely seen as a key factor for 

long-term survival (Amabile, 1988; Christiansen, 2000; Janszen, 2000). The ability to 

create and develop ideas for innovation is highly important for any organization. Many 

leading organizations are looking for solutions regarding how to replace creativity as a 

spontaneous phenomenon with a systematic approach (Bergendahl, Magnusson, 2015).  

Making the innovation process a system in an organization first of all affects the 

managerial process (Drucker, 1985). Many researchers show that leaders play a crucial role 

by creating an environment for innovations (Gratton, 2007; Davila, Epstein, Shelton, 

2006). The relationship between leadership, innovation and sustainable development is 

essential for innovation. Besides this, social, human, and cultural dimensions should be 

taken into account (Slimane, 2015). 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

41 

 

Innovation is comprised of two major overlapping processes: having new ideas 

and implementing them (Adair, 2007). However, researchers have found that the two 

stages of innovation may have different requirements. Studies show that idea generation is 

strongly influenced by individual factors, whereas idea implementation is strongly 

influenced by group and organizational-level factors (Birdi, Leach, Magadley, 2014). For 

example, Birdi and Magadley (2012) found that environmental factors such as 

management support for innovation had greater influence on idea implementation than idea 

generation. 

“A competency is a reliably measurable, relatively enduring characteristic (or 

combination of characteristics) of a person, team or organization, which causes and 

statistically predicts a criterion level of performance” (Spencer, 2003). There are various 

studies that have resulted in finding leadership competencies that positively affect an 

organization's management, which indicates the possibility to identify a set of 

competencies that have a positive impact on innovation in the process of the idea 

generation phase and the realization stage. 

Therefore, the aim of this paper is to develop a conceptual model of leader 

competencies that supports innovation in two major processes – idea generation and idea 

implementation. The article consists of three parts. The first part provides a theoretical 

overview of the two major innovation phases, characterizing factors and the leader’s role 

in these phases. The second part presents information on conceptual leadership 

competency models for both processes. 

 

THEORETICAL OVERVIEW OF INNOVATION  

Innovation is studied very widely; however, in the literature various definitions of 

innovation can be found. Innovations may come in many different forms, types and sizes. 

The most widely used definition of “innovation” has been offered by J. Schumpeter 

(1934); as cited in Croitoru (2012), it is “the commercialization of all new combinations 

based upon the application of new material, new source of supply, new method of 

production, new good, new market and carry out new organization”. Schumpeter’s 

definition shows that innovation not only depends on inventions; implementing them 

requires different actions at the organizational level. Innovations are achieved through a 

process and considerable research has been carried out to find a successful definition of the 

innovation process. Classical innovation studies refer to two types of product and process 

innovation (Salter and Alexy, 2014). 

However, today there are many definitions of the innovation process. The authors 

propose to look at the innovation process through tasks (Christiansen, 2000), stages 

(Cooper, 2008) or roles (Bes and Kotler, 2011). The stage-gate model developed by 

Cooper (2008) is popular in product development (ideation, preliminary investigation, 

second screen, building a business case, decision on the business case, development, post-

development, testing, testing and validation, production and launch, post-implementation 

review). There is also the design-thinking model – empathy (customer and stakeholder) 

definition, ideation, prototyping and testing (Wölbling, Krämer, Buss, Dribbisch, LoBue 

and Taherivand, 2012). Christiansen (2000) maintains that a project originates in an idea 

(in a specific time and specific place; for product innovation, this also includes technical 

solutions and market needs), proposing the idea, looking for funding (a process that might 

last from a few days to many years), then development and launch or implementation. Bes 
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and Kotler (2011) propose to look at innovations not as a process but as a list of key roles. 

According to their findings, an organization “must define and assign roles to specific 

individuals and having established goals, resources and deadlines, let them interact freely 

to create their own process” (Bes and Kotler 2011:16). Key roles are activators (initiate the 

innovation process), browsers (provide information for starting the process and application 

of new ideas), creators (bring ideas for new concepts and possibilities), developers (turning 

ideas into products), executors (their function is to implement), facilitators (their mission is 

the instrumentation of the innovation process). 

According to Fagerberg (2005), normally innovation and invention are separate 

processes. As Fagerberg (2005:4) states, “Invention is the first occurrence of an idea for a 

new product or process and innovation is the attempt to carry it out into practice”. To 

convert an invention into innovation, organizations need to combine several different 

competences and resources. 

In many studies the invention phase is highlighted as the phase of creativity. For 

example, Mumford and Gustafson (1988:365) maintain that “the innovation process begins 

with the creativity of individuals, so the generation of new ideas is a cognitive process 

located within the individual, albeit fostered by the interaction process”. According to 

West and Richter (2008), an innovation process consists of two main activities: creativity 

and implementation. Creativity involves the generation of novel and useful ideas while 

innovation translates them into new products and processes.  

In this paper, following Fagerberg (2005), the first innovation phase is defined as 

invention. The invention phase should provide many ideas and experiments and is related 

to skills and opportunities to be creative. Following Hargadon (2008), creativity is seen as 

an opportunity for recombination – creating novel insights by applying and modifying 

schemas and scenarios learned by conceptual domains.   

However, the link between invention and implementation may not be 

straightforward (Sarooghi, Libaers, Burkemper, 2015). Implementation consists of three 

main aspects – selection, development and commercialization. It needs to be structured and 

cannot be left to a random choice. Time is important – the process needs to be fast. The 

literature review shows that the invention phase is described as less straightforward than 

implementation; it is not about establishing a new process. The implementation process 

consists of many different processes and goals; creativity is needed, but on a different 

level. Bes and Kotler (2011) maintain that creativity alone will not ensure innovation. To 

guarantee the success of innovation, people and new skills related to business management 

are crucial. 

Innovation management is different from business management because it includes 

management of a large quantity of creativity (Davila et.al. 2006). Managers need to be 

aware of which managerial practices act as a stimulus for creativity and which practices 

lead to high quality and fast results. In this paper, the implementation phase is regarded as 

tasks and roles in various implementation processes. 

The reviewed literature indicates that there is research on invention and creativity 

(Amabile, 1988, 2012; Graton, 2007; Zhou, 2007) and research that focuses on 

implementation (Tidd, Bessant, Pavitt 2005), but there is a gap in research that focuses on 

these processes together (Von Stamm, 2008, Christiansen, 2000). For the purpose of this 

research, three key influential factors – invention, the implementation phase and the role of 

leadership – are evaluated. 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

43 

 

Invention  

Invention can be described as both a creative outcome and a process. According to 

Shalley and Zhou (2008), that process can involve finding and solving problems 

continuously or implementing new solutions, but the creative outcome could range from 

suggestions for incremental changes to major and radical changes. James and Drown 

(2012:19) state that “creative outcomes are products or results that are substantially novel, 

useful and goal-oriented”. 

In order to produce creative outcome, individuals need to first engage in different 

processes that can help them be more creative (Shalley and Zhou, 2008). Invention 

processes, according to James and Drown (2012:19), “are the skills and mechanisms used 

to translate goals and raw materials (including knowledge and abilities) into creative ideas 

and products”. Bes and Kotler (2011) identified two roles in the invention phase – 

browsers and creators. Browsers are people whose mission is to gather information that 

assists, enlightens, inspires and resolves whether a new idea should continue in the 

innovation process. A creator is the person responsible for coming up with ideas 

throughout the innovation process. “Organizations pick up signals about innovation 

possibilities through exploring a particular ‘selection environment’ – essentially a search 

space made up of knowledge about technologies, markets, competitors and other sources” 

(Tidd et al. 2005:273). According to Tidd et al. (2005), organizations need effective 

routines for exploration and boundary stretching to create new space (Tidd et al. 2005). 

After research comes ideation. Sauter (2007) defines ideation as the collection and 

systematic evaluation of ideas. The ideation process includes elements both within and 

outside of the organization. Typical external organization elements are current clients, 

target clients, competitors, sales partners and technology. 

In this paper, the invention phase is viewed as two processes – research and 

ideation. The biggest challenge in ideation is the promotion of creativity. Therefore, 

elements influencing the creative process are discussed. 

The research process has clear mechanisms and tasks to research market trends, 

technological possibilities, customer needs, competitors and other sources. While ideation 

has a task, discussion is about mechanisms. In the literature, the ideation process is closely 

related to creativity, which is analysed at the individual, team and organizational level; in 

this paper, the focus is on the team and organizational level, emphasizing only individual 

factors that can be influenced by the organization. 

According to the multi-level componential theory of Amabile (2012) and Amabile, 

Mueller (2008), “encompassing creativity is in single individuals, teams, and entire 

organizations”. According to Amabile (2012), creativity includes three individual 

components that influence it – domain-relevant skills (expertise in the relevant domains), 

creativity-relevant processes (cognitive and personality), and task motivation. Outside 

elements comprise the surrounding environment and the social environment. Zhou’s 

(2007) research shows that employees who have a relatively less creative personality type 

exhibit greater creativity when they are working together with more creative co-workers 

and their managers do not micro-monitor them. He maintains that leaders can increase and 

support employee creativity by everyday leadership behaviours that promote creativity. 

Amabile (1988) has revealed a number of work environment factors that can block 

creativity, such as norms of harshly criticizing new ideas; political problems within the 

organization; an emphasis on the status quo; a conservative, low-risk attitude among top 
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management; and excessive pressure. James and Drown (2012) also maintain that 

creativity is a multi-level phenomenon. They provide a model that incorporates multiple 

levels. Organizational-level impact is shown in their model through strategic vision and 

leadership and organization of the innovation process at the individual, team and 

organizational level. They maintain that the mediators of creativity on the individual, team 

and organization level are raw materials, the mission and vision, organizational 

characteristics, leadership, goals for creativity, individual and collective processes, creative 

efficacy, and individual characteristics which are impacted by the extra-organizational 

culture and system. 

Amabile (1988) identified components that affect creativity in organizations, 

encouragement of creativity (open information flow, support for new ideas in all levels of 

the organization), autonomy or freedom (sense of individual ownership), resources 

(materials and information), pressures (positive challenge, negative workload pressure), 

and organizational impediments to creativity (negative conservatism and internal strife). 

Over ten years, Graton (2007) has focused her research on how creative places and 

times emerge and how organizations can create an environment which supports creativity. 

She reveals that there are hot spots where people work in an exceptionally creative and 

collaborative way, creating great energy, innovation, productivity, and excitement. The 

factors in creating hot spots are cooperative mindset, boundary spanning, igniting purpose 

and productive capacity. A cooperative mindset consists of three elements: intellectual 

capital, emotional capital and social capital. Value is created between people. In boundary 

spanning, value is created through novel combinations of ideas, knowledge and different 

mindsets. An igniting purpose is something that people find exciting, interesting and worth 

engaging with. The early phase of productive capacity is working on relationships – 

appreciating others’ talents, learning to make a commitment, and solving conflicts. In more 

complex phases it shifts to members’ attitudes towards time and processes. 

The key finding in the literature is that the social environment is of great 

importance for group or organizational-level creativity. There are factors which may have 

a positive effect, for example encouragement or autonomy. There are also factors which 

may have a negative effect, for example criticizing new ideas and lack of productive 

capacity. The model by James and Drown (2012) clearly shows the organizational-level 

impact on creativity. Group creativity has also been found to be influenced by leadership. 

Leadership can play the most important role in guiding the creative potential of followers. 

Creativity, therefore, needs to be integrated into the strategies and practices that support 

innovation (Dodgson, Gann and Phillips, 2014). This means that in order to provide a 

successful invention phase, there is a need for strategical, cultural and clear leadership 

support. 

 

Implementation 

After the invention phase, the next key phase is turning those potential ideas into a 

new product or service, a change in the process, a shift in the business model, etc. (Tidd et 

al. 2005). “An innovative outcome involves the successful application of new ideas, which 

results from organizational processes that combine various resources to that end” (Salter 

and Alexy, 2014:5).  

Tidd et al. (2005) have developed a four-phase innovation process – search, select, 

implement (acquire/execute/launch/sustain) and value capture. An innovation solution is 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

45 

 

implemented by understanding the system, processes, resources, talent, and individual 

skills and abilities (Matthews, Brueggemann, 2015). This shows that for a successful 

implementation strategy, it is important to define the business model. Focusing on only one 

task or step will not provide successful and sustained innovation (Davila et al. 2006). 

Successful innovation management is associated with creating an integrated set of routines. 

Successful innovators get, maintain and use technical resources and have managerial 

capability (Tidd et al. 2005). This means that one of the first rules of innovation and 

implementation is that the organization has a clear innovation and business strategy and 

this is the senior leadership’s responsibility. 

According to West and Richter (2008), innovation implementation involves 

changing the existing procedures and environment, which could cause resistance and 

conflict, and therefore the process requires sustained effort. They provide six key climate 

factors – commitment to the group vision, participation in decision-making, managing 

conflicts, supporting innovation, safety and trust, and flexibility. These elements help the 

team to convert a task and the diversity of knowledge into generation of ideas and 

implementation. In other sources this is described as innovation readiness (Zerfass, 2005).  

Bes and Kotler (2011) define three roles – developers, activators and facilitators.  

Developers are people whose job is to guide the idea towards invention, thus playing the 

leading role in everything related to implementation. The role of activators and facilitators 

is to manage all processes together. Activators are the people (or mechanisms) that launch 

the innovation process within the organization. They define the framework and guidelines. 

The facilitator’s role is important in moving the process forward efficiently and in meeting 

the budget. 

Other factors for successful innovation which have been identified in the literature 

are listed below. The most common is effective knowledge acquisition – knowledge that is 

accumulated around core elements should be used for improvement (Davila et al., 2006; 

Bergendahl, Magnusson, 2015). According to Davila et al. (2006), organizational learning 

and change are related processes. Suitable organizational learning can be a powerful force 

of creativity and implementation. Learning through alliances – collaboration – has been 

mentioned in the context of learning (Von Stamm, 2008).  

The emphasis is on team and teamwork values because the innovation process is 

about combining different perspectives. Tidd et al. (2005) define the key elements for a 

team: effective leadership, clear objectives, balance of team roles and individual 

behavioural styles, mechanisms for effective conflict solving, and continuing collaboration 

outside the organization. Competency management is indicated as an important element of 

an effective team (Christiansen, 2000) and getting the right people involved (Ettlie, 2006).  

Change and risk management is also emphasized as a key factor of successful 

innovation. Skilled change management is needed for successful implementation. To 

minimize resistance to change, researchers (Tidd et al. 2005, Midgley 2009) stress that the 

process includes marketing principles, communication and intermediation through 

trainings. According to Lam (2005), the innovation process in an organization is complex, 

dynamic, and takes place at different levels. She proposes to look at change management 

through three perspectives: “(a) relationship between organizational structural forms and 

innovativeness; (b) innovation as a process of organizational learning and knowledge 

creation; (c) organizational capacity for change and adaptation” (Lam, 2005:138). An 

important factor in the innovation process is risk taking, including a high tolerance for 
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failure; therefore, risk management is an important factor. According to Davila et al. 

(2006), the innovation portfolio’s width and depth determines the level and type of risk 

that needs to be managed.  

According to Davila (2007) and Christiansen (2000), systems of incentives and 

rewards are the most powerful management tools. Recognition, vision, economic 

incentives and passion are four elements for supporting innovation in order to create an 

adequate reward system. In addition, operational tools and an effective implementation 

mechanism structure are important, for example, decentralized decision-making, clear 

resource status (time, monetary, tools), communication systems, project set-up, consulting, 

mentoring, coaching, direct management and control (Christiansen, 2000).  

According to McLean, invention is more influenced by individual factors and team 

elements, while implementation is more affected by organizational-level factors (McLean, 

2005). 

 

The role of leaders in the innovation process 

Leadership as a research subject has been popular for many years and has been an 

object of interest since the beginning of civilized society. The subject of research has 

changed over time due to changes in the environment, culture, innovations and human 

behaviour. 

Leadership research has taken different perspectives – leaders’ traits, behaviours, 

and the influence of situational characteristics on leaders’ effectiveness (Jong, Hartog, 

1998). Theories can be divided into two broad directions. The first direction is about 

leaders’ traits and behaviour, the second refers to leaders’ interaction with followers. Each 

school has its own focus and statement. For example, according to situational theories, 

leadership arises because the situation demands it; according to contingency theories, the 

effectiveness of leadership is based on the leadership style; and according to trait theory, 

people are born with certain inherited traits and those who make good leaders possess the 

right combination of these traits. 

There are researchers who study leadership in different areas, for example politics, 

volunteering, education and organizations.  

Furthermore, scholarly research on the topic of leadership has increased in recent 

years and this supports the development of diverse leadership theories (Dinh, Lord, 

Gardner, Meuser, Liden, and Hu, 2014). In this paper, the authors focus on leadership in 

organizations and innovations.  

There are various definitions of leadership. The common elements in these 

definitions is that leadership involves a social influencing process in which a group of 

members are led towards a goal (Bryman, 2013). According to Bass and Stogdill (1990), 

there are many ways to define leadership, and therefore they maintain that the definition of 

leadership should depend on the aim which should be achieved by the definition. Bass and 

Stogdill (1990:20) provide a complex definition: “interaction among members of a group 

that initiates and maintains improved expectations and the competence of the group to 

solve problems or attain goals.” Types of leaders can be differentiated according to some 

of the definitions, most often based on role and functional or institutional differences. 

Managerial style can be defined similarly to leadership, for example in the manner 

in which results are reached; thus, it covers the concept of leadership (Rees and Porter, 

2015). When analysing the previous findings, it is seen that these concepts overlap. For 
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example, Davila et al. (2006,) have written that “the lesson from the most innovative 

companies is that leadership – particularly the CEO’s leadership – is the crucial difference 

in creating and sustaining successful innovation”. Other authors support this view and 

maintain that innovation management depends on the top leadership. Surveys show that the 

most important factor for selecting investments are the management team’s strength 

(Drucker, 1985). In this paper the definition of leadership offered by Oke, Munshi, and 

Walumbwa (2009) will be used as a basis. They maintain that leadership is a social process 

containing three elements: (1) it takes place in the group, (2) the leader influences his or 

her followers’ behaviours, (3) organizational goals are met. 

 Discussion of formal and informal leadership can be found in the literature that 

has been reviewed. According to Bass and Stogdill (1990), formal leaders’ power is 

provided through the positions that ensure them legitimacy and the power to lead. In turn, 

informal leaders lead through their personality. This paper focuses on the formal leadership 

concept that promotes invention and implementation of innovation in an organization. 

Research dealing with innovation management refers to the set of critical abilities 

of organizational leaders because leaders create organizational growth and ensure 

profitability. One of the controversies that needs to be addressed in the process of 

innovation is linked with unconditional freedom and discipline (Pouran, 2016). Davila et 

al. (2006) define leaders’ roles as follows: (1) on the basis of innovation strategy, they 

provide a long-term view for innovation, assessing compliance; (2) they implicate key 

leaders and managers in the innovation and make it dynamic through key projects; (3) they 

manage relationships with external partners; (4) they provide an expert opinion and make 

crucial judgments; (5) they manage the balance between all business elements.    

According to Matthews and Brueggemann (2015), 12 elements are needed for 

innovation: innovative behaviour, innovative thinking, problem solving, knowledge 

building, creativity, culture building, innovation theory, entrepreneurship, strategy, 

catalytic leadership, ecosystems and technology accelerators. Catalytic leaders form 

organizations where the ideas may derive from anyone. They develop creative skills by 

removing barriers. Catalytic leadership consists of five levels: capable individual character 

and competence, contributing team members, competent managers, effective leaders and 

catalytic leadership. 

Transactional and transformational leadership are popular concepts. Transactional 

leaders practice contingent rewards and active management by expectations. Transactional 

leaders are inspirational and intellectually stimulating. According to Deinert, Homan, 

Boer, Voelpel, and Gutermann (2015), transactional leadership is also called managerial 

leadership. Transactional leadership focuses on supervision, organisation, and group 

performance. It promotes compliance of followers through a rewards and punishment 

system. Meanwhile, transformational leadership boosts the motivation, morale, and 

performance of followers through different mechanisms. Transformational leadership has 

five dimensions: inspirational motivation / charisma, idealized attributes, idealized 

behaviours, intellectual stimulation, and individualized consideration.  

Research dealing with leadership theories (Dinh et.al, 2014) shows that the most 

widely used concept is still transformational or charismatic leadership.   

Research by Kang, Solomon and Choi (2015) confirms that a CEO’s 

transformational leadership style is a better predictor for their direct subordinates’ 

innovative behaviour than transactional leadership. According to the findings of Kang et 

https://www.econbiz.de/Search/Results?lookfor=%22Walumbwa%2C+Fred+O.%22&type=Author
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al., transformational leadership is more powerful in creating an innovative climate. 

However, a study carried out in 2013 by Accenture shows that 49% of respondents 

claim that trying something new is of importance. Also, generation of entrepreneurship 

idea management support is vital. Only 20% of respondents report that their management 

supports it (Matthews and Brueggemann, 2015). Therefore, in order to arrive at a possible 

solution for leaders’ behaviour, it is necessary to research the influence of the innovation 

process; this will be the focus of the next section. 

 

Development of a competence model of leaders involved in the innovation 

process 

Competency-based human resources constitutes a common practice. Today, almost 

any organization that employs more than 300 employees uses some form of competency-

based human resource management system (Boyatzis, 2007). Over the last 35 years, 

businesses and other industries have applied competency models in the selection of 

employees. In recent years, the trend has been to use competency-based approaches in 

education and training as well as in assessment, development and succession planning 

(Ennis, 2008). One of the benefits of the competency (or behavioural) approach, especially 

in the case of talent, is that through competences talent can be developed in adulthood as 

well (Boyatzis, 2007). 

The literature offers different definitions of competencies.  For the purpose of the 

current research, two commonly used definitions of competencies proposed by Boyatzis 

have been used (1982, 2007), as cited in Spencer and Spencer (1993, 2003): 

1. Competencies are specific personal qualities that are “causally related to 

effective and/or superior performance”. Competencies are a behavioural approach to 

emotional, social, and cognitive intelligence.  

2. “A competency is an underlying characteristic of individuals that is 

causally related to criterion-referenced effective and/or superior performance in a job or 

situation” (Spencer and Spencer 1993:9). Underlying characteristics mean that competency 

is a fairly deep part of a person’s personality and can predict behaviour. ‘Causally related’ 

means that the competency causes or predicts the behaviour or performance. ‘Criterion-

referenced’ implies a specific criterion or standard.    

In other words, a competency is a reliably measurable entity describing the 

combination of characteristics which can be used for a team or an organization, and it can 

statistically predict the level of performance. A competency may include knowledge, 

behavioural skills, cognitive processing (IQ), personality traits, values, motives, and 

occasionally other capabilities which are important for a specific job (reaction time for 

combat pilots) which can be validly predicted by performance outcome criteria (Spencer, 

1993). 

Creating competencies requires a specific context (Boyatzis, 1982); some 

competencies are more important than others for a specific organization or position. The 

degree or level at which competences are needed depends on the job or the task (Ennis, 

2008). Competences do not cover all aspects of personality, but comprise the most 

important everyday behaviour that enhances the achievement of an organization's strategic 

goals. 

Descriptions of competencies can be grouped in models. According to Spencer 

(2003), models are descriptive tools identifying competences that are needed for operation 
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in a specific role. Depending on the work and organizational environment, it is common 

for 7 to 9 competencies to be used in one role (Shippmann, Ash, Carr and Hesketh, 2000). 

Goleman, Boyatzis and McKee (2002) have defined leadership competences as 

follows. Personal competences are capabilities that determine how a person manages 

himself/herself. Personal competences consist of two elements: self-awareness and self-

management. Self-awareness includes emotional self-awareness (recognizing one’s 

emotions and understanding their impact), accurate self-awareness (knowing one’s 

strength and limits), and self-confidence (a sound sense of self-worth and capabilities). 

Self-management includes emotional self-control (keeping disruptive emotions and 

impulses under control), transparency (displaying honesty and integrity, trustworthiness), 

adaptability (flexibility in changing situations), achievement (drive to improve 

performance), initiative (readiness to act and seize opportunities) and optimism. Social 

competences are capabilities that determine how one manages relationships. Social 

competences consist of two elements: social awareness and relationship management. 

Social awareness includes empathy (sensing others’ perspectives, emotions), 

organizational awareness (understanding different aspects of the organisation), and service 

(meeting clients’ and followers’ needs). Relationship management includes inspirational 

leadership (guiding and motivating with compelling arguments), influence (a range of 

tactics for persuasion), developing others (through feedback and guidance), being a change 

catalyst (initiating, managing and leading), conflict management, building bonds (building 

networking) and teamwork and collaboration. 

However, this model does not show all the elements which are needed for 

successful management of innovation in a specific organization. Also, the model is not 

easy for managers and others to translate into action. Studies show that the most effective 

models are integrated competency models which include behaviour that supports business 

strategies and organizational culture and values (Boyatzis, 1982).  

To construct a competency model for leadership capabilities pertaining to the two 

innovation process phases, the process proposed by Spencer is used. According to Spencer 

(2003), three steps are important for building competency models. The first is identifying 

characteristics and competencies that statistically distinguish the best performers from the 

average ones. The second is creating a model that is easily understood by managers, 

human resource professionals, and employees. The third step is identifying competencies 

that hold economic value. 

Based on the findings described in the previous section, which focuses on factors 

that relate to one or both phases (invention and implementation) of the innovation process 

(Goleman et al. 2002), a competency model for invention and implementation leaders has 

been created. (see Table 1). 

 

 

 

 

 

 

 

 

 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

50 

 

Table 1  

Competency model for innovation leaders 

 

Competence Importance in 

invention and 

implementation 

phases 

Behaviour 

Strategical 

view 

Both - Creates reasonable vision and strategy, takes into account 

the global market, customer needs, opportunities and 

resources. 

- Understands the importance of innovation and integrates it 

into the strategy. 

Implementation 

of strategy 

Both - Capable of communicating vision and strategy clearly to 

team and involving all members of the team in its 

realization. 

- Through behaviour, demonstrates the integrity of 

corporate values and business ethics. 

- Initiates, manages and leads changes. 

Business 

orientation 

Implementation - Implementation of strategy through goals and clear roles. 

- Demonstrates sustainability and integrity in business 

decision-making. 

- Builds relationships with partners, customers and 

employees with effective communication. 

- Builds relevant and motivating reward system. 

Result 

orientation 

Implementation - Organizes activities in order to add business value. 

- Organizes integrated changes that contribute to the 

realization of the strategy. 

- Effectively manages resources. 

Orientation 

towards 

creativity 

Invention - Demonstrates openness to new ideas. 

- Creates and maintains environment that promotes 

experimentation, risk-taking and sharing of ideas. 

Orientation 

towards 

development 

Implementation - Creates and maintains environment that promotes sharing 

with knowledge, consulting, giving feedback and 

mentoring. 

- Understands and uses effective implementation 

mechanisms. 

- Encourages cross-border cooperation. 

Team building Invention - Establishes and leads team mindfully and in an integrated 

fashion.  

- Builds trust through mutual respect and communication. 

- Establishes and develops a team that supports diversity 

and respects individuality. 

Team 

efficiency 

Both - With communication, organization of work and 

motivation, involves the whole team in achieving common 

goals. 

- Effectively integrates new team members. 

- Plans and promotes succession and rotation. 

- Effectively prevents confusing situations. 
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Personal 

competence  

 

Both - Learns from mistakes and achievements. 

- Capable of analysing and combining a variety of 

information. 

- Demonstrates the ability to challenge assumptions. 

- Demonstrates empathy. 

- Demonstrates the ability to manage emotions. 

- Communicates clearly, constantly and appropriately to the 

situation. 

 

Source: created by the authors and based on Spencer’s competency model construction 

 

IMPLICATIONS AND CONCLUSIONS 

This paper supports researchers that advocate the link between invention and 

implementation, which is not straightforward (Sarooghi et al. 2015). The competence 

model developed shows that some competencies refer to one or the other innovation phase. 

For example, orientation towards development, business orientation and result orientation 

are more important in the implementation phase, while orientation towards creativity and 

team building are more important in the invention phase. Such competences as personal 

competence, team efficiency, strategical view and implementation of strategy are 

important in both phases.   

This paper has identified key leadership competences that support successful 

management of invention and implementation. The findings highlight a practical and 

theoretical set of leadership skills, attitudes and behaviours that can effectively lead to 

invention and implementation. The conceptual model is useful for the understanding of 

leaders’ competencies and in order to determine which ones are important in both phases. 

In order to implement the competency model in organisations, it should be discussed in the 

organization in line with the organization’s strategy, vision and values. For successful 

implementation, it is important to integrate the competency model with other systems or 

processes of the organization, for example human resources. Furthermore, competency 

levels need to be defined in order to identify the competences that should be developed. 

 

LIMITATIONS AND FUTURE RESEARCH   
The paper has some limitations that lead to recommendations for future research. 

The first limitation is that there are factors that affect both innovation phases (invention 

and implementation); thus, for the construction of the competency model, these factors 

have been discussed widely without distinguishing whether the innovations are 

incremental or radical. Perhaps there are some differences depending on whether the 

innovations are incremental or radical.  

Another limitation is that the competency model developed in this paper provides 

a broad overview of leaders’ behaviour. According to Spencer (2003), it is possible to 

develop more dimensions, for example, the intensity of the intention (or personal 

characteristics) involved or completeness of actions taken to carry out an intention. Other 

potential dimensions include complexity – taking more things, people, data, concepts or 

causes into account; time horizon – seeing further into the future, and planning or taking 

action based on anticipation of future situations, e.g., acting now to head off problems or 

create future opportunities; breadth of impact – the number and position of people 
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impacted, e.g., on a scale ranging from a subordinate or a peer to the CEO of the 

organization and to national or international leaders; or the size of the problem addressed, 

e.g., ranging from something affecting part of one person's performance to something 

affecting the entire organization.  

The model provided is conceptual and should be approbated empirically. 
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ABSTRACT 

The concept of sustainable development has a broad nature. Despite this, the question of the 

sustainable organisation has a gap for deeper analysis. Assuming that universities are seen as a 

specific type of organization, this makes such analysis even narrower. The surrounding social and 

economic environment on the one hand and the management and performance of the university on 

the other – both are essential for the university while reaching sustainability. Therefore, the purpose 

of this article is to identify the key features of the sustainable university.  

In order to answer this research question, the analysis was based on reviewing the findings of 

scientific papers published during the last decade in the database Thompson Reuters Web of 

Science. In total, 66 research papers were included in the analysis. Three main themes were 

identified after the literature review analysis: (1) Management tools for universities’ change and 

development, (2) From green campuses and environmental footprint to university capacity building, 

(3) Content, curricula and education for sustainable development. Altogether they represent 

different approaches to this topic. The analysis revealed that sustainable development of universities 

is determined by its internal factors in relationship to the surrounding environment. The university’s 

ability to develop sustainably mostly depends on the exposure to surrounding conditions.  

The article provides a comprehensive framework for the sustainable university. Obviously, there is a 

need for more detailed analysis in order to identify the key features of sustainable universities as a 

specific type of organisation. 

Keywords: Sustainable development, universities, literature review.  

JEL classification: I23; L2; M00; M21 

 

INTRODUCTION 

The concept of sustainable development is not new. Moreover, it evolved 

during the second half of the 20
th

 century. It also has a broad nature in the sense that 

the current needs of humankind are satisfied through the rational use of natural 

resources in order to preserve the earth for future generations. The report “Our 

Common Future”, issued in 1987 (Brundtland, 1987), added social and economic 

dimensions to the already existing environmental dimension of sustainable 

development. It also can be considered as a starting point for an increased strategic 

point of view regarding sustainable development (Siva et al. 2016: 148–157). At the 

Earth Summit in Rio de Janeiro in 1992, sustainable development was established as a 

key long-term social development ideology. The declaration was adopted laying down 

the basic principles of sustainable development. Later on, the ideas of sustainable 

development were disseminated worldwide. In recent decades the concept of 

sustainable development has become one of the key drivers for countries in developing 

their national sustainable development strategies. Here are several examples of 

national strategies on sustainable development of the Baltic Sea countries (information 

source: http://www.sd-network.eu/?k=country%20profiles (2017.05.20)): 
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Estonia – the Sustainable Development Strategy of Estonia was approved in 

2005. The Strategy covers three dimensions of sustainable development, plus the 

sustainability of Estonian culture.  

Lithuania – the National Sustainable Development Strategy of Lithuania 

adopted in  

2009 (updated in 2011), with concrete bodies responsible for its implementation. The 

list of sustainable development indicators is also supplemented. 

Latvia – the Sustainable Development Strategy of Latvia was adopted in 2010. 

The strategy has become the core long-term strategic planning document (until 2030) 

and includes long-term priorities, respective goals and action lines. The medium-term 

National Development Plan for 2014-2020 and sectoral policy planning documents 

contribute to the implementation of the Strategy. 

All European countries have their strategies for sustainable development with 

the mechanisms of vertical as well as horizontal integration, supplemented by the 

evaluation (review) and monitoring (indicators) practices. In 2015 the United Nations 

proclaimed 17 sustainable development goals as a new sustainable development 

agenda to be reached in the future. 

In light of the sustainable development concept, higher education is one of the 

sectors where this concept is broadly implemented and analysed. Conditions 

influencing the activities of universities have changed rapidly, especially during the 

last few decades. They determine the increase of competition among universities as 

well as difficulties in becoming exceptional through discovery or pursuit of a unique 

direction. Under such conditions it is challenging to resist the struggle with the 

consequences of the present conditions (short-term focus) and maintain the basic 

direction of activities leading to sustainable organizational development (long-term 

focus). It should also be taken into consideration that universities are different from 

other corporations in that they are dedicated to educating future leaders, decision-

makers and intellectuals (Amaral et al. 2015: 155–172). 

In the current decade, new initiatives have influenced the higher education 

sector and universities. The Bologna Process provided a number of policies for 

European Higher Education Area signatory countries to implement in order to 

strengthen the level of higher education in Europe and make it more competitive 

worldwide.      

Currently, a new sphere, the so-called “third mission” of universities, has been 

forming beside the main activity spheres (studies and research) of universities. It 

includes knowledge management, cooperation between different sectors of the 

economy and society, and pursuing a new role for knowledge and higher education in 

the changing world. In this way universities’ missions have expanded over the frontiers 

of studies and research, incorporating service for society, which requires mutual 

cooperation and partnership (Maric, 2013). Acceptance of the third mission does not 

self-sustain institutional development, but it offers new potential (Nelles and Vorley, 

2010).  

Searching for ways to become exceptional and attract more students, 

universities create and provide new study programmes, look for contacts and 

cooperation with business and employees, and track their graduates’ careers. They also 

care about the techniques of marketing or participation in national and international 
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rankings of higher education. Some authors highlight the rankings as policy and 

managerial tools (Agasisti and Johnes, 2015), while others note that despite active 

participation in different rankings, it is still unclear what the relationship between 

reputation and quality of HEIs is (Ramirez and Berger, 2014). 

Although the sustainable development concept has existed for a long time, the 

question “What does sustainability mean to universities as a very specific type of 

institution (organization)?” still seems to be relevant today. In order to address this 

topic, an analysis was performed of research articles issued during the last 10 years and 

included in the most prestigious scientific database Thompson Reuters Web of Science. 

The research articles address a very broad range of topics such as implementation of 

sustainable development, engagement and participation of stakeholders, university 

campus and environmental operations, sustainability reporting and assessment, 

organisational change management, and curriculum development. Nevertheless, this 

sort of investigation fills the research gap by indicating the range of issues related to 

sustainable development universities are facing and dealing with currently. This 

analysis is also intended to identify new possible research gaps regarding universities’ 

performance in terms of sustainable development. 

 

METHOD 

This section is composed of two parts. Firstly, the article selection process is 

described. Secondly, the coding of selected articles and generation of themes is elaborated. 

 

Selection of articles 

Among the large number of existing research databases worldwide, the Thompson 

Reuters Web of Science is one of the most prestigious bibliographic citation information 

databases covering all fields of science; there are publication author and journal citation 

indices and the possibility to create citation reports and comparisons. This type of 

publication is becoming an obligatory requirement for Ph.D. students as well as for tenure-

track professors at most universities in Lithuania. At the same time, the author recognizes 

that the option to choose only one database can be treated as a research limitation.  

The article search in Web of Science was performed in March 2017. Several 

search paths with the following key words were used in the subject fields: [(sustainable 

development) AND (universities)], [(sustainable university)] and [(sustainable 

organization)]. The timespan for the search was 2016 to 2006. In total 59 research articles 

were selected based on abstracts. After this stage of the relevant article search, a scan of 

abstracts was performed and after this round of review, 31 articles were considered as 

relevant for further research. The selected papers were published in the following journals: 

Journal of Cleaner Production (11), International Journal of Sustainability in Higher 

Education (5), Sustainability (3), Environmental Education Research (2) and others. 

After the selection of articles based on their review, it was found that some of 

them contained other possibly related references. 18 additional articles were selected based 

on their abstracts for further review. During the snowballing review, 4 articles were 

considered as relevant for further research. At this point, the first stage of research was 

completed with 35 articles selected for deeper analysis to identify what the scientific trend 

for the sustainable development concept has been during the last decade. Figure 1 provides 

a visualization of the article selection process. 
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Figure 1. Article selection process  

(Created by the author) 

 

Coding of articles and generation of themes 

After the primary selection of 35 articles, a review of keywords and article content 

was performed. The following were selected as coding criteria (Barratt et al. 2011: 329–

342): publication year, type of article, conclusion/synopsis/contribution, data collection 

method, methodology, outcome and focus on at least one of three bottom lines 

(environmental, economic and social). According to these criteria, the selected articles 

were assigned to one of the generated themes.   

 

RESEARCH FINDINGS 

Three main themes were identified after reviewing the keywords and content of the 

selected articles (Table 1): 

 
Table 1 

Main keywords of selected articles for further content analysis  

(Created by the author) 

 

Keywords 

 universities  campus greening 

 higher education institutions  campus operations 

 sustainable university  institutional transformation 

 sustainable development  corporate sustainability 

 sustainability model  education for sustainable development 

 organizational sustainability  sustainability assessment and reporting 

 sustainable management  implementation of sustainable development 

 sustainable development integration  organizational change management 

 
Below there is a more detailed explanation of the themes investigated.  
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Theme I – Management tools for universities’ changes and development 

The analysis of selected articles disclosed that a number of articles provide 

suggestions for the future development of universities in terms of organizational changes, 

highlighting the element of strategic management.  

A comprehensive managerial model for a sustainable university model was 

proposed by Velazquez et al. (2006) which covers all university composition spheres 

from strategic management (vision, mission, university-wide sustainability committee) 

to sectoral strategies that foster sustainability (education, research, outreach and 

partnership as well as sustainability on campus). In model development phases the 

importance of networks and networking is highlighted. The structure of the sustainable 

university should also include: networking with other universities; sustainability audits 

to monitor, analyse and control the performance of sustainable initiatives; and 

obedience to the continuous improvement principle (Amaral et al. 2015: 155–172). 

Deming’s PDCA cycle is seen as a managerial tool assuring the continuous 

improvement of models’ implementation. This research was based on empirical data 

collected from about 80 higher education institutions from all over the world 

(Velazquez et al. 2006: 810–819). 

The process and elements for a university in reaching sustainable development are 

presented in research by Lukman et al. (2007). The research of four universities in 

Slovenia discovered that they include sustainability issues in their curricula, but not at the 

forefront of other university activities. The proposed methodology comprises Deming’s 

PDCA quality circle complemented with four steps: policy, operations, evaluation and 

optimization. Altogether they incorporate sustainability principles into university activities: 

management performance, education and research, operations for networking with and 

reporting to stakeholders (Lukman et al. 2007: 103–114).  

Another study looked into institutional transformation in strategic and systematic 

ways. Following this, two sustainable university research and development projects from 

higher education institutions in Germany and Canada positioned themselves in a 

framework of responsibility and accountability (Beringer et al. 2008: 607–623).  

With regard to integrating sustainability into the university's internal activities 

(curriculum, research, operations), another interesting case comes from the Technical 

University of Catalonia (UPC). The latest strategy of the UPC University Sustainable Plan 

2015 has adopted a different focus, which was designed through a participatory approach, 

involving many internal and external stakeholders (Ferrer-Balas et al. 2009: 1075–1085). 

While developing the strategy for the university, the FLA approach composed of three 

interacting dimensions of change for achieving sustainable development – framework, 

level of transition and actors – was used. FLA analysis based on the need to balance and 

combine changes in the framework, level and actor dimensions disclosed the possible 

applicability of the ‘FLA Analysis’ method in analysing a systems transition strategy 

(Ferrer-Balas et al. 2009: 1075–1085).  

There is a study providing the translation of education for sustainable 

development theory into practice by developing a process framework for including ESD 

in quality management systems in higher education based on continuous improvement 

and systematic thinking. The framework was developed in a network of 11 universities in 

the Nordic countries and it was based on the PDCA cycle (Holm et al. 2015: 164–174). 

The framework included planning, assessment, monitoring, and implementation of 
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education for sustainable development. The role and involvement of stakeholders were 

also highlighted.  

The connection between education for sustainable development and quality 

assurance was disclosed by a survey at universities in China and the Nordic countries. 

Despite the fact that both regions are enhancing education for sustainable development, the 

main aspects of this concept in the Nordic countries were related to ecology, while in 

China, they were related to quality assurance. According to the survey in China, the 

respondents viewed quality assurance as sustainable development (Holm et al. 2015: 529–

537). 

A study analysing barriers for the integration of sustainable development at higher 

education institutions revealed the importance of human factors such as resistance, 

communication, empowerment and involvement, and organisational culture in 

organisational change management (Verhulst et al. 2015: 189–204). The case of 

sustainable development integration at KH Leuven was presented. The research showed 

two types of resistance that emerged: resistance related to financial and structural support 

and resistance related to empowerment and personal support.  

Other studies contributed to the importance of academic staff in achieving 

university sustainability in terms of personal interest and motivation to be engaged in 

sustainable development (Cebrián et al. 2015: 79–86), while another study revealed that 

academics engaging in multi-stakeholder initiatives have much potential for making 

significant contributions toward advancing a university's organisational goals, such as 

performing high quality research addressed to “solve” sustainability-related problems 

(Dentoni et al. 2015: 68–78).  

Amaral et al. (2015), in their paper “A quest for a sustainable university”, 

presented a shift from environmental sustainability practices at universities (Green 

Building Initiatives) to management initiatives (Environmental Management Systems, 

ISO 14001) and to sustainability management systems which integrate environmental 

and social goals into the decision-making process. Universities, as a unique type of 

organization, need to address not only all three dimensions of sustainability (economic, 

environmental and social) but also the five dimensions of their organizational activity 

(education, research, operations, community outreach and reporting) (Amaral et al. 

2015: 155–172).  

The strategic management experience of the University of Johannesburg provided 

by Barnard et al. (2016) highlights the importance of innovation management at 

universities. It includes decisive leadership in strategic directions; regular, flexible and 

inclusive planning; regular culture climate surveys; constant monitoring of progress; and 

strategic agility, which is essential for promoting innovation among the entire workforce 

(Barnard et al. 2016: 208–227). Areas of innovation for universities include such fields as 

brand strategy, organizational culture transformation, fresh research focuses, technology 

transfer infrastructure and student experience.  

A model for generating “trend-based scenarios” for universities has been proposed, 

based on a combination of various futures studies methods. The advancement of 

sustainability through societal collaboration and various functions such as education, 

research and outreach will increasingly constitute a core mission for universities (Beynaghi 

et al. 2016: 3464–3478). Through a qualitative trend analysis, the authors revealed three 

trends: “the development of higher education”, “the development of sustainable 
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development” and “the advancement of sustainable development-higher education”. They 

also discussed projecting possible future orientations based on these three scenarios for a 

socially oriented, environmentally oriented and economically oriented university. Policy 

measures for achieving each scenario were also provided.  

Reporting about implementation of sustainability initiatives is a tool to inform 

multiple stakeholders as well as engage them in a university’s life. Research on Lithuanian 

university websites has revealed that they provide a mainly static information presentation 

without the possibility of dialogue with stakeholders (Katiliute et al. 2015: 865–871).  

To summarize, regarding management tools for universities’ change and 

development, strategic and operational management elements remain important. Quality 

management approaches serve as a framework for integrating this concept into 

universities. Assessment, monitoring and reporting elements are necessary to assure 

continuous improvement of these developments.  

 

Theme II – From green campuses and environmental footprint to university 

capacity building  

The analysis of selected articles disclosed that a number of articles provide 

suggestions for universities in order to achieve green initiatives on their campuses, reduce 

their impact on the environment and strengthen their position as leading institutions in 

developing the city or region where they operate in a more green or sustainable way.  

There is an article focusing on universities’ waste management as directly related 

to the environmental and socio-economic dimensions of sustainable development. 

According to the study, conducted at Danish and Malaysian universities, it was 

expected that this would be achieved through new study curricula on problem-oriented 

and project-based learning with necessary faculty training. (Agamuthu et al. 2007: 241–

246).       

Another study conducted with the participation of facilities management 

directors of Canadian universities revealed that despite the fact that sustainable 

development and sustainable universities do not always constitute a clear idea, the 

respondents often commented on resource use and waste reduction at universities. The 

main barriers of sustainability initiatives at the universities were found to be financial and 

resource-based and resistance to change (Wright et al. 2012: 118–125).  

Another interesting case comes from Malaysia and concerns energy waste at 

universities, proposing a theoretical framework of critical success factors (CSFs) to 

implement energy management towards university sustainability by using the Talloires 

Declaration 10-point action plan as KPIs. Five clusters consisting of 23 CSFs cover these 

elements: top management support, a comprehensive energy management team, 

stakeholders’ involvement, awareness, and risk management (Saleh et al. 2015: 503–510). 

This study was complemented by another study of CSF for participatory approaches in 

campus sustainability initiatives. The findings offered empirical evidence for some of the 

characteristics related to stakeholder engagement and associate higher education for 

sustainable development with empowerment and capacity building, shifting away from a 

previous focus on environmental sustainability. The authors used a combination of Delphi-

method, semi-structured interviews and focus groups with participants from twenty 

countries in order to identify critical success factors of participatory approaches in 

sustainability assessment (Ramos et al. 2015: 3–10). The success of participatory 
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approaches was interdependent with structural institutional conditions and the persons 

engaged, highlighting the importance of specific skills and participatory competencies. A 

better integration of the dimensions of participation into sustainability assessment practices 

could help in defining and establishing participatory approaches on an institutional level 

and fostering a culture of participation in the transition to sustainable universities 

(Disterheft et al. 2015: 11–21).  

A framework using seven CSFs integrating quality and sustainability into 

universities identified the employability of students and the quality of academic staff and 

facilities (dos Santos Martins et al. 2012). 

The methodology proposed by Lukman focusing on the Deming Cycle was used 

again in 2015 while evaluating universities in Italy. The research revealed that 

sustainability results are linked to the use of resources and the reduction of environmental 

impact. Recent institutional changes have emphasized the role of society and public and 

private organizations as the main stakeholders in universities (Vagnoni et al. 2015: 217–

236).   

The necessity of establishing mutual beneficial relationships between universities 

and their urban areas according to the university-city complex model is illustrated by a 

case from Vietnam with the idea of building an intelligent and ecologically friendly city 

(Ngo et al. 2016: 92–99). 

A study by Sonetti et al. (2016) describes the current use of the Campus 

Sustainability method (CSAs) at universities, proposing a new approach that encompasses 

clusters of homogeneous campus typologies for meaningful comparisons and university 

rankings. The article introduces the need for indicators, beyond measuring pure energy 

efficiency, which are attentive to local and societal constraints and provide long-term 

tracking of outcomes (Sonetti et al. 2016: 1–23).  

It follows therefore that the theme of the environmental aspect of sustainable 

development in university life has progressed from an understanding of “green campuses” 

– covering waste management, recycling, and saving natural resources – to the next level, 

comprising implementation of these ideas into study programmes, study subjects, curricula 

and teaching methods. 

 

Theme III – Content, curricula and education for sustainable development 

Education for Sustainable Development (ESD) is another large topic, 

encompassing policymakers’ and universities’ initiatives to adapt the content of studies 

and curricula to sustainable development. It should be emphasized that ESD is 

transformative education rather than traditional education (Lu et al. 2013: 48–62). A 

number of the reviewed articles correspond to this topic.  

A study on China by Niu et al. (2010) revealed that the main barriers to the 

balance and promotion of ESD in higher education are identified by focusing on regional 

differences in this vast developing nation and the need for broader educational approaches 

across academic disciplines. As a result, teaching about sustainable development has been 

integrated into technical fields, especially at universities in major cities, and research has 

been undertaken to develop economically effective and environmentally friendly 

innovations. Almost 50 percent of universities in China have launched general courses 

linked to sustainable development, and almost all universities have begun to address the 

need for curriculum reorientation in line with ESD (Niu et al. 2010: 153–162). During the 
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last decade, other studies were performed in China regarding ESD. The article provides the 

cases of two universities in China that comprised both the formal curriculum and the 

informal curriculum (campus greening and extracurricular activities) (Lu et al. 2013: 48–

62):  

 Pedagogic changes are required to realize transformative education. 

Integration of more active learning into the curriculum is needed. 

 A project-oriented approach could be employed to enhance 

interdisciplinary cooperation.  

 Engagement of students is possible through linking extracurricular 

activities back to the curriculum and offering opportunities for students to take part in 

campus operations. 

That the model of integration of extracurricular activities with internal 

environmental factors influences students’ involvement in such activities, the university’s 

attractiveness to them, their academic performance and their integration – this was also 

revealed by Dumitrascu et al. (2015) (Dumitrascu et al. 2015: 1483–1502). 

In addition, a very interesting case was implemented in France, where the authors 

found that with the integration of sustainable development into programmes, there was a 

decrease in disciplinary knowledge to focus on the acquisition of principles of governance 

related to sustainable development and project management (Barthes et al. 2013: 269–

281). 

Problems of implementation and the need for support on the undergraduate and 

postgraduate levels have been discussed while exploring Japanese universities. The initial 

stage of ESG implementation at universities prioritized environmental sustainability. The 

main barriers to wider use of ESD are related to lack of internal consensus and staff 

entirely engaged in this topic, increased workload of staff, and limited financial resources. 

There is also a lack of effective linking of classes in the curriculum, difficulties in 

evaluating students’ achievement in fieldwork, and a lack of systematized collaboration 

with local stakeholders (Kitamura et al. 2014: 207–225). 

An example of the process of designing and delivering a new course on 

organisational change management for sustainability (OCMS) for an environment and 

business BA degree is provided by the University of Leeds, UK. The course was designed 

to educate students as sustainability change agents competent to deal with the complexities 

of sustainability and organisational change management. While developing this course, the 

main challenges were designing the course, linking it to the other degree courses in the 

curriculum, developing the form of assessment and teaching a new topic with limited 

academic literature (Lozano et al. 2015: 205–215). 

The review of the articles that concentrate on this theme revealed the importance 

of rethinking the study content and curriculum itself in the process of integration; 

interdisciplinary, project-based activities involving students; and networking between 

higher education institutions seen as key drivers in developing a new generation with a 

deep understanding of the importance of this topic. Pedagogical competencies and 

involvement are also highlighted in making these integrations a reality.  
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KEY FEATURES OF THE SUSTAINABLE UNIVERSITY   

In order to summarize the findings and to provide a full picture of key features of 

the sustainable university, the question regarding the relationship between sustainable 

development and a sustainable university needs to be discussed. Is a sustainable university 

an outcome of sustainable development or vice versa? To answer this question, it is 

necessary to come back to the complexity of the university’s performance. Obviously, the 

university does not act alone and is surrounded by a range of factors (or acting bodies) 

determining its activities. Starting with national policy on higher education, which sets 

basic rules and requirements for universities from a legal perspective, we can shift to the 

large number of stakeholders (external as well as internal). Networking is another broad 

topic for universities, covering cooperation nationally and internationally, corresponding to 

the needs of stakeholders (mainly employers) and the labour market. Finally, accounting 

not only means direct accountability for state allowances or funding, but should also be 

seen as positioning itself in a national and international market for higher education 

(achievements, awards, rankings) and social status for alumni. 
From the point of view of universities’ performance complexity, the concept of 

sustainable development is seen as a beneficial driving force or an action plan for the 

university while developing its strategy and responding to everyday challenges in a timely 

manner. 
Sustainable development is seen as a very strong tool for university strategic 

management. A number of models have been proposed as a way to develop universities’ 

vision, mission, strategies and approaches. They are usually followed by assessment, 

monitoring, reporting techniques and a number of proposed indicators. Quite often the 

meaning of continuous improvement and quality management standards is based on 

constant monitoring of progress. We also can indicate the attempt of universities to 

integrate sustainable management into their activities and performance. This may happen 

due to the resistance to such change that was revealed in numerous studies. The success of 

the implementation of such strategies is possible “only when the top-down approach mixes 

with a bottom-up approach” (Lu et al. 2013: 48–62). According to a modern managerial 

paradigm, university administrative structures save the monitoring function and turn 

process control into result control. Higher education quality evaluation becomes the main 

aspect of result management (Dolinina et al. 2015). 

The biggest changes were discovered in Theme II. It was found that a shift 

occurred in the understanding of sustainable development, from “green campuses” – 

covering waste management, recycling, and saving natural resources –  to implementation 

of these ideas in study programmes, study subjects, curricula and teaching methods.  

The section on education for sustainable development highlighted the need for 

interdisciplinary, experiential study programmes and transdisciplinary research. Student 

involvement and project-based activities are also very important. The main shift in this 

theme is that study programmes and curricula should educate the young generation in a 

new way, allowing them to become active change managers of society.  

The key features of the sustainable university, based on the scientific article 

review, are summarized in Figure 2.  
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Figure 2. Key features of the sustainable university (Created by the author) 

 

Figure 2 covers only the university activities or functions revealed from the 

research. In order to have a full picture of the university’s activities, functions such as 

research and development, commercialization of research, universities’ “third mission” 

and contribution to society should be combined. They are included under “other university 

activities” in Figure 2. Nevertheless, through a number of the elements in Figure 2, the 

main outcome is obvious. It is necessity for universities to ensure top-down and bottom-up 

approaches, to combine them through practical activities. 

 
CONCLUSIONS  

1. The analysis of theoretical and empirical research papers confirmed the relevance of 

the sustainable development concept in the context of higher education. Also, it 

should be noted that implementation of sustainable development at universities is a 

longitudinal process, and the barriers and obstacles are natural and inevitable. The 

concept remains broad in its meaning, but seems to be applicable when guiding 

universities and forming their role in important and sometimes contradictory tasks. 

2. The concept of a sustainable university should cover all components of sustainable 

development: environmental protection, economic performance, and social 

cohesion (Lukman et al. 2007: 103–114). It is notable that during the last decade, the 

understanding and perception of the concept has become more complex, yet more 

integrated into universities’ strategic decisions. It has been changing from a simple 

concern about the waste of resources and ineffective operation management as a 

primary level to a more strategic level, covering all activities of the university in 

relation to networking, stakeholders and society. 

3. The sustainable development concept serves as a guiding instrument for universities 

when facing new challenges and dealing with requirements and expectations from a 
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network of stakeholders. Most importantly, this concept may be helpful for 

universities in striving for a competitive advantage as well as identifying and 

positioning themselves among other universities. 

4. This approach allowed for the framing of sustainable development in university life, 

indicating internal and external influences. It also paved the way for further research 

by suggesting the necessity to explore the sustainable development concept. This 

could be performed while including a comparative analysis of certain cases, for 

example, diving into certain macroeconomic settings and investigating the role of 

universities in mature economies in comparison to developing economies. The 

abovementioned approach could provide a comparative, yet rich perception of 

sustainable development as well as evidence of its immense influence on the strategic 

management of universities with simultaneously tremendous effects on the 

macroeconomic progress of either the state or the region. 
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ABSTRACT 

Purpose. The purpose of this paper is to investigate the envisaged mutual benefits of potential 

integration of social entrepreneurs’ mentoring into higher education study programmes. 

Design/methodology/approach. Social entrepreneurs, academic staff and students were surveyed 

online on the topic of the benefits of integrating social entrepreneurs’ mentoring into the higher 

educational process.  

Findings. Among the advantages of integrating social entrepreneurs’ mentoring into the higher 

education process, the following were identified: improved transfer of practical knowledge from 

social entrepreneurs to students and university academic staff; the possibility to develop 

autonomous skills, judgments and professional expertise; the possibility for social entrepreneurs as 

mentors to improve their level of personal fulfilment. 

Research limitations/implications. Due to the limitations of an online survey, further comparative 

studies are needed to validate the benefits to students, HEIs and social entrepreneurs as mentors in 

entrepreneurship programmes. 

Practical implications. A hands-on approach to social entrepreneurship education is pedagogically 

sound, cost-effective and transferable. Providers of higher education in social entrepreneurship 

could consider incorporating social entrepreneurs as mentors into different higher education 

programmes to enhance students’ capabilities, engagement and employability. 

Originality/value. This article suggests that by inviting social entrepreneurs as mentors to different 

higher education programmes and showing students how social enterprises operate in the real world, 

students could identify themselves with role models and thus recognize, assess and shape social 

entrepreneurship opportunities. 

Keywords Mentoring, social entrepreneurship education, higher education.  

 

INTRODUCTION 

Social entrepreneurship as a phenomenon was essentially first coined in 1980, and 

in the late 1990s its acceptance in academic and non-academic circles began to accelerate. 

Since then, major European universities have developed research and training programmes 

offering undergraduate, graduate and postgraduate courses in social entrepreneurship. As 

the demand for social entrepreneurs to help alleviate some of the world’s social problems 

grows, the number of majors, minors and certificate programmes has increased (Brock et 

al., 2008). Following this, the effectiveness of entrepreneurial education and how it is 

taught is of vital importance for society and the economy. Therefore, mentoring could be 

considered as one of the ways to enhance entrepreneurship, e.g. the social entrepreneurship 

learning process, for the benefit of all parties involved. 

The aim of this research paper is to examine whether integrating social 

entrepreneurs’ mentoring into entrepreneurship education at higher education institutions 

(HEIs) is beneficial for all the parties involved so that not only students but also academic 
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staff and social entrepreneurs could gain from the entire process of acquiring knowledge 

and entrepreneurial skills.   

To reach the aim of the research, the authors outlined the following tasks: to clarify 

the most appropriate forms of mentoring for integration into higher education programmes; 

to identify the benefits that are gained by students, social entrepreneurs and academic staff 

due to mentorship integration; and to determine whether it is necessary to provide some 

public financial support for the integration of mentoring into higher education 

programmes.  

The research methodology is based on both qualitative and quantitative research 

methods, in particular, content analysis and an online survey. This is a pilot study and thus 

the research paper presents only preliminary findings. 

 

LITERATURE REVIEW 

The integration of social entrepreneurs’ mentoring into HEIs’ study process is an 

important issue nowadays as it gives young people the opportunity to experience work at 

social enterprises as a part of this effort, benefitting the sustainable development of society. 

Entrepreneurship and enterprise education have become increasingly common at 

higher education institutions all over the world (Jones et al., 2012). A process in which 

successful entrepreneurs act as mentors and advisors for entrepreneurship students is 

applied at most higher education institutions throughout the UK (Botham and Mason, 

2007). Moreover, mentors might perform various roles – leaders, models, coaches, 

teachers, counsellors or even friends – resulting in positive outcomes for their mentees 

(Kent et al., 2003).  

Entrepreneurial mentoring may be helpful, especially when mentors provide 

guidance and support to nascent entrepreneurs to enhance their entrepreneurial traits 

(Ibrahim and Soufani, 2002). Apart from this, the benefit and power of mentoring 

entrepreneurs could even be doubled in cases where entrepreneurship students have more 

than one mentor (Chertavian, 2012).  

Moreover, mentoring in a higher educational entrepreneurial context may 

encompass direct forms of help and become comparable to advising or even consulting 

(Gravells, 2006). In addition, mentoring less knowledgeable entrepreneurs while being 

mentored by more knowledgeable entrepreneurs may be exercised as practical training for 

students (Gimmon, 2014).  

By and large, exposure to certain types of entrepreneurship education could 

improve students’ entrepreneurial intentions. To be exact, potential integration of practical 

mentoring might provide real-world experience useful in enhancing entrepreneurial 

activity through increased perceived desirability and feasibility of business venturing 

(Albornoz et al., 2011; Peterman and Kennedy, 2003). 

Entrepreneurship education has attracted the attention of both practitioners and 

researchers, who suppose that education and training for entrepreneurship positively 

impact entrepreneurial activity. This owes to the development of instrumental skills which 

are necessary for establishing and growing any business (Honig, 2004) and to the 

enhancement of students’ cognitive abilities in tackling the complexities of opportunity 

recognition and assessment (DeTienne and Chandler, 2004).  

Thus, field experts in different countries are calling to adjust management 

education to the practical needs of the management community (Hall et al., 2013) and to 
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pursue the validity of what is being taught against what is effective in practice (Kuckertz, 

2013).  

Baumol and Blinder (2010) suggested that enterprise training and education could 

be performed in various ways. Following this, Fiet (2001) proposed several productive 

ways to do this, for example, through providing living examples of the process of 

entrepreneurship or providing role models with whom students can identify. Together with 

useful theory and techniques, this can equip students to recognize, assess and shape 

business opportunities.  

Smith et al. (2006) assumed that entrepreneurship education utilizing mentoring 

potential at higher education institutions requires further research, especially on how it 

could be incorporated into the undergraduate curriculum while preserving its freshness, 

flexibility and innovative flavour. 

 However, Levie et al. (2009) disputed that researching the patterns of effects of 

enterprise training at academic institutions should be of interest to entrepreneurship 

educators and suggested the golden combination of enterprise classes in formal higher 

education with mentorship of work placements, which might make a measurable difference 

in the entrepreneurial capacity of the nation.  

Along with this, Zepke and Leach (2010) recommended active and collaborative 

learning, educational experiences, mentoring and enabling students to become active 

citizens. Moreover, Cooper et al., (2004) consider that entrepreneurship education at higher 

education institutions should incorporate practical experience based on interaction with 

environments and mentors, enabling students to be absorbed by the learning process. 

Also, Jones and English (2004) outlined student-centred learning based on 

experiential interaction with the environment and mentors. Guidance provided by well-

experienced professionals in the relevant fields who mentor students in an interactive 

workshop style enables participants to share their ideas and experiences and provides 

emotional and social support as well as professional information (Gimmon, 2014).  

Referring to the concept of social enterprises, the authors consider Haugh’s (2005) 

view on social enterprises as one of the most concise and precise; she emphasized that a 

social enterprise is a collective term for a range of organizations that trade for a social 

purpose, adopting one of a variety of different legal formats but sharing the principles of 

pursuing business-led solutions to achieve social aims and the reinvestment of surplus for 

community benefit.  

Likewise, Perrini and Vurro (2010) maintain that social entrepreneurship is a 

dynamic process created and managed by an individual or a team which strives to exploit 

social innovation with an entrepreneurial mindset and a strong need for achievement, in 

order to create new social value in the market and community at large. Bridge (2015) notes 

that social enterprises are being promoted both by those who want to reduce reliance on the 

public sector and by those who want to reduce the impact of the private sector.  

Welsh and Krueger (2012) emphasize that clear and overt inclusion of social 

enterprises as part of the field covered by enterprise education would help enterprise 

education to avoid the danger of being too closely associated with supposedly negative 

aspects of entrepreneurship. Thus, social enterprises are not only relevant to a middle-of-

the-spectrum view of enterprise education, but making that connection obvious could also 

benefit enterprise education and enhance its appeal. 
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Similarly, if advocates of social enterprises insist on trying to establish a clear, 

ideological separation between social enterprises and other enterprises, then a connection 

between social enterprises and enterprise education is likely to be resisted – as if to avoid 

the danger of social enterprises being contaminated by association with private sector 

capitalism. If, however, social enterprises are seen as essentially enterprises, albeit with 

social objectives, and if small/new social enterprises are seen to have a lot in common with 

other small/new enterprises supposedly in other sectors – then the need for an 

underpinning of sound business skills should be recognized as essential for the 

sustainability of those social enterprises. Thus, it is argued here that enterprise education 

should be in a form which is relevant for social enterprises – and social enterprises should 

be seen as something which can benefit from enterprise education. 

Welsh and Krueger (2012) outline the important issue that social entrepreneurship 

education should demonstrate the wide diversity among those who teach entrepreneurship, 

both in the direction and development. Approaches vary widely based on the background 

of the instructor, college or school location, and though their perspectives create some 

divergence in theory and practice, they also strengthen social entrepreneurship by 

encouraging creativity and innovation in application.  

Welsh and Krueger (2012) emphasize that firstly, social entrepreneurship courses 

are at the stage of the field’s evolution; what is taught and how it is taught is highly 

idiosyncratic, reflecting the instructor’s mental models such as their mental prototype of 

“social entrepreneur”. If they see a “social entrepreneur” as a social activist who happens 

to have a venture, how they teach the course should differ significantly from those 

instructors who see a “social entrepreneur” as an entrepreneur whose mission is primarily 

social.  

Secondly, entrepreneurship-trained instructors are typically very project-based. 

Even if they are not fully engaged in problem-based learning, they at least ask students to 

engage the community with real-world projects and/or in designing personally viable 

ventures of their own.  Thirdly, sustainable social entrepreneurship courses tend to have a 

strong focus on innovation and technology and actual practice. 

Vast growth in the number of social entrepreneurs will occur in the for-profit 

sector in the near future, as new generations of entrepreneurs evolve who do not 

necessarily see a separation between society and business. The social mission is the centre 

of their business identity and this mission is tied to their personal identity. The focus 

should not be on the form of business or tax status (for-profit or non-profit) but rather the 

mission (Welsh and Krueger, 2012). 

Furthermore, almost all rational decisions still include an element of emotional 

reasoning. Comparing intentions toward social ventures and more conventional ventures 

can elicit significant differences; for instance, the fear of failure is much lower for an intent 

to start a social venture (Krueger and Welpe, 2008). 

Meanwhile, some researchers are in favour of social entrepreneurship remaining a 

part of the entrepreneurship field as it would be more accepted, formulating clearer 

definitions than there are now with better institutional prominence. 

Mair and Marti (2006) perceive social entrepreneurship as unique from other forms 

of entrepreneurship because higher priority is given to social value and development that 

captures economic value. Dees (2001) also states that social entrepreneurship is unique and 

is one “species of a genus entrepreneur”. Impact is measured in how they have met and 
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continue to meet their mission rather than purely wealth creation. Meanwhile, Dees (2001) 

acknowledges that markets do not work well for social entrepreneurs because they 

traditionally have not measured social improvements well. 

Bornstein (2004) says that social entrepreneurs are the driven, creative individuals 

who question the status quo, exploit new opportunities, refuse to give up, and remake the 

world for the better. The Schwab Foundation (2008) defines a social entrepreneur as a 

different kind of social leader who identifies and applies practical solutions, innovates, 

focuses on social value creation, doesn’t wait to secure the resources, is fully accountable, 

not trapped by constraints of ideology or discipline, refines and adapts approaches, and has 

a well thought out roadmap.  

Ashoka founder Bill Drayton stated that social entrepreneurship has proven to have 

the same opportunities as entrepreneurship. It has proven to be fascinating turf for studying 

cognition. Also, prospective entrepreneurs consistently show passion for both scalability 

and sustainability (Krueger et al., 2006). 

According to Mair and Marti (2006), it is vital to integrate social entrepreneurship 

into high school education and undergraduate programmes since education is considered 

one of the major agents for economic and social advancement.  

Finally, the Policy Brief on Social Entrepreneurship drafted by the OECD’s 

Antonella Noya and Emma Clarence advised inserting social entrepreneurship into 

entrepreneurship education activities not only at universities but also in schools, vocational 

education and training colleges, indicating this as a way of encouraging further 

development and achieving financial sustainability of social enterprises in Europe (Noya 

and Clarence, 2013). 

 

RESEARCH METHODOLOGY 

A triangulation principle was utilized in this pilot study since it is a powerful 

technique that facilitates validation of saturated data through cross-verification from 

several sources, including primary and secondary ones, and by exploiting the following 

methods: an empirical quantitative research method, in particular an online survey, and a 

theoretical qualitative research method: desk research. For data processing and analysis, 

the authors employed the research methods of comparative analysis, interpretation, 

generalization and elaboration as well as inductive and deductive reasoning for the 

assumption testing. 

The data was quite saturated insofar as it included in certain proportions such 

respondent types as social entrepreneurs from Latvia and abroad who have been already 

mentors; social entrepreneurship experts with solid professional experience; academic 

staff; and students.  

The aim was to investigate the potential benefits of integrating mentoring into 

higher education programmes.  

The online questionnaire was used firstly owing to the fact that the information 

was being gathered automatically and the authors did not have to wait for paper 

questionnaires to come back; thus, the response time was almost instant.   

Secondly, responses could be processed automatically and the results were 

accessible at any time. Thirdly, the margin of error was greatly reduced with the online 

questionnaire because respondents entered their responses directly into the electronically 

created survey.  
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Furthermore, the results of the online questionnaires were ready to be analysed at 

any time and were presented in a graphical version for reporting and exporting data for 

further analysis as well as for sharing results with the co-author.  

Last but not least, market researchers have found that participants overwhelmingly 

prefer to complete an online survey rather than take part in paper questionnaires or 

telephone interviews. Besides, by designing and sending relevant and targeted online 

questionnaires, researchers are more likely to receive honest answers. 

The online questionnaire was created in February 2016 and carried out in March 

2016 in three languages – English, Latvian and Russian – consisting of 9 questions 

formulated by the authors.  

The authors have not chosen the interview technique since firstly, respondents may 

be influenced by an interviewer and that could impact the way they input the responses. 

Secondly, if an interview was administered on paper, the data collected would need to be 

entered manually, which consumes time significantly and increases the cost of a survey. 

Closed-ended questions, multiple choice questions and valuation scale questions 

were included in the online questionnaire. The questions covered such aspects as the most 

appropriate forms of mentoring; the benefits that students, social entrepreneurs and 

academic staff might gain by introducing mentorship; and the necessity of providing state 

financial support to implement mentoring integration into HEIs’ programmes.  

The online questionnaire was distributed by a targeted e-mail approach. The 

questionnaire’s target audience included social entrepreneurs, academic staff, students and 

other stakeholders.  

For this pilot research paper, the respondents were selected using the convenience 

and dimensional sampling techniques, as the respondents were chosen on the basis of 

convenience in terms of availability and accessibility, as well as taking into account 

several characteristics, such as belonging to the field of social entrepreneurship (in the case 

of experts and academic staff but not students) and solid work experience in the field. In 

total, 26 replies were received. 

Half of the respondents constituted social entrepreneurs and stakeholders with 

solid work experience in the given field, more than a third were students and more than a 

tenth were academic staff. Among them, the vast majority, more than nine-tenths, were 

from Riga and the rest were from the UK, Estonia and Bosnia and Hercegovina. Almost 

three quarters of the respondents answered the questionnaire in the Latvian language, less 

than a fifth answered in English and just under a tenth answered in Russian.  

Some of the foreign respondents have been engaged in the field of social 

entrepreneurship for more than 15 years, while most of the local respondents stood at the 

roots of social entrepreneurship in Latvia. The average age of the social entrepreneurs, 

practitioners, experts and academic staff was around 40-50 years old.  

Aside from this, some of them already had several years of experience as mentors 

at HEIs, with their number of mentees amounting to 20-30. 

The respondents were open about their experience as mentors and mentees in 

answering the questions of the online questionnaire. 

Among the respondents were the chairman of the board of a local social 

entrepreneurship organization; a professor and chairman of the board of a Latvian 

community organisation; a chairman and member of the management board of an Estonian 

social entrepreneurship network; the co-founder of a social project; a member of the board 
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of a Baltic fund; the chief executive of a foreign trust fund; the key advisor to the UK 

government on social enterprises; the chairman of a foreign development trust association; 

the founder of a social enterprise; the head of a Latvian creative business incubator; a 

lecturer and expert on start-up companies and creative industries; the founder of a social 

company; the head of a Latvian design social enterprise; a co-founder and board member 

of a charity foundation; and the developer at a Latvia-based media centre. 

 

RESULTS OF THE PILOT STUDY 
As to the first question regarding incorporating social entrepreneurs as mentors 

into different higher education programmes, the majority of the respondents, using a 

valuation scale between strongly agreed (1) and strongly disagreed (4), agreed with its 

necessity. 

 As the most appropriate forms of mentoring for integration into HEIs, more than a 

third of respondents (35.3%) suggested a multiple mentoring form, where different 

mentors are able to offer different expertise, and group mentoring (several mentees in a 

group discussion format) (31.4%), while less than a fifth regarded one-to-one mentoring 

(17.6%) as a proper form and only 15.7% thought that e-mentoring using email and smart 

technologies (online, web-based, mobile applications) would be most suitable. 

Regarding students’ qualities and skills that social entrepreneurs as mentors could 

potentially enhance, approximately one out of four mentioned autonomous skills and 

judgements (22.3%), professional expertise (20.2%) and self-confidence (18.1%). This was 

followed by engagement in the study process (17%) enhancement of general capabilities 

(12.8%), and employability, noted by just under a tenth (9.6%). 

Social entrepreneurs can actually help students with recommendations which have 

been tested in practice, saving their time and energy, and while sharing their work 

experience with students, they can motivate them with personal examples as role models, 

which is a much stronger and more helpful educational tool than just covering materials 

from textbooks. 

Meanwhile, integrating mentoring into the study process also implies benefits for 

the mentors; just under a third of the respondents mentioned improvement of social 

entrepreneurs’ personal fulfilment through investing in others (29.3%) as a possible 

advantage and over a quarter indicated social enterprises' recognition (25.9%) and social 

enterprises' visibility (25.9%). This was followed by the feeling of being valued as role 

models (19%). 

Furthermore, academic staff may also gain positive outcomes from integrating 

mentoring into different higher education programmes; roughly a third of respondents 

noted the potentially improved transfer of essential practical knowledge directly from 

social entrepreneurs (32.3%) as a possible advantage. This was followed by a deeper 

understanding of social entrepreneurship during the educational process (27.7%) and 

valuable insight into social entrepreneurship (23.1%), whereas only 16.9% of respondents 

indicated a cost-effective and transferable approach to social entrepreneurship education as 

an envisaged benefit. 

Almost all respondents (96.2%) acknowledged that there were mutual benefits of 

integrating social entrepreneurs’ mentoring into HEIs’ programmes and business 

incubators. Aside from this, the majority consider that active and collaborative learning 

using mentoring potential is productive.  
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Finally, as to the question regarding whether it is necessary to provide state 

financial support to integrate mentoring into HEIs’ programmes, almost three quarters 

(73.1%) answered positively, admitting its need.  

 

CONCLUSIONS and DISCUSSION 

The main conclusion from the study is that integrating social entrepreneurs as 

mentors into higher educational programmes is beneficial for all parties involved, 

including students, mentors and academic staff. 

The most appropriate forms of mentoring for integration into higher educational 

programmes are multiple and group mentoring. This could occur by inviting social 

entrepreneurs to conduct classes and share their practical knowledge at HEIs as well as by 

inviting students to visit their companies (onsite). 

To be precise, integrating mentoring into the study process could potentially 

enhance students’ autonomous skills and judgement, professional expertise, self-

confidence and active engagement in the study process. 

Moreover, social entrepreneurs as mentors might also gain such benefits as 

improvement of their level of personal fulfilment through investing in others and enhanced 

recognition and visibility of their social enterprises. 

Furthermore, the benefits for academic staff from the potential integration of 

mentoring might include improved transfer of essential practical knowledge directly from 

social entrepreneurs, a deeper understanding of social entrepreneurship during the 

educational process and valuable insight into social entrepreneurship. 

In addition, it is worth providing state financial support to integrate mentoring into 

HEIs’ programmes. 

Approaches to mentorship’s integration into HEIs vary widely based on the 

background of the instructor, the perspective of the college or university and even 

geographical location. Though some scholars might argue that this could possibly 

introduce some fragmentation into the study process and divergence of theory and practice, 

the authors nevertheless consider that overall, mentorship encourages students’ creativity 

and innovation. From a research perspective, as mentioned above, this was a pilot study 

and the research is still very much in its preliminary stages. The results presented above 

suggest that the authors’ assumptions seem to be reasonable as, indeed, a remarkable result 

might be achieved if social entrepreneurship mentorship were integrated into HEIs’ 

educational process.  
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INDICATORS OF ITS DEVELOPMENT 
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ABSTRACT 

This research aims to update the system of indicators of the advertising market taking into account 

the situation in today's Russia. The author shows that traditional indicators of the sphere's 

development and relevance during relatively stable economic periods are subject to correction in 

crisis conditions. Crisis conditions have an impact on political, social and legal factors and other 

factors not bearing a direct relation to the economy; these conditions challenge quantitative 

assessments, and this is revealed and considered. Moreover, the tendencies of globalization, 

integration and concentration in advertising are highly specific due to the revolutionary, almost-

from-ground-zero development of the sphere in Russia in the 21
st
 century, with the resulting 

demand for well-oiled mechanisms in the West that have evolved over a hundred years. Another 

serious factor pointed out in the research is the large-scale restructuring of communications, 

replacing classical mass media with media-digital formats that, in these conditions, render a number 

of indicators scarcely informative.  

The renewal of approaches to interpreting quantitative and qualitative macroeconomic indicators of 

the advertising market's development ensures the obtainment of data. Based on this, inferences can 

be made regarding the trends of development for various kinds of advertising media and media-

segments as well as forecasts regarding real solvent demand of the major merchandise group 

advertisers for communications products.  

Keywords: advertising market, media, communications, promotion, crisis 

 
INTRODUCTION 

Today, the advertising market is a developed segment of numerous countries' 

economies which includes a complex system of economic relations that emerge and evolve 

among the core subjects of this market. When making forecasts regarding advertising 

markets, one must orientate to certain consistent patterns characterizing the dependence of 

the advertising industry on the overall economic situation in the country. On the other 

hand, advertising activity as such can be considered an important indicator of economic 

development.  

It is necessary to analyse what indicators characterize the development of the 

communications sphere in Russia and provide an objective picture of its prospects, 

establishing if they are all applicable for the type of advertising market that has been 

formed and is functioning in Russia at the present time. Today, the advertising market is a 

developed segment of numerous countries' economies, which includes a complex system 

of economic relations that emerge and evolve among the core subjects of this market. To 

make forecasts regarding advertising markets, one must orientate to certain consistent 

patterns characterizing the dependence of the advertising industry on the overall economic 

situation in the country. On the other hand, advertising activity can be considered an 

important indicator of economic development.  
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THEORETICAL CONTEXT FOR THE RESEARCH 

Modern media-advertising technology is becoming a global phenomenon 

dominated by transnational advertisers, chain communications agencies and international 

research companies. The research of advertising market volume and other parameters of 

the sphere in different countries today presents a substantial amount of materials which 

make up the empirical base for media-advertising comparisons. On the whole, in the global 

professional discourse one can speak of practically no possibility for an individual scholar 

to conduct his own field studies in the designated sphere on the macro level or on the level 

of single companies. Such narrow access to the object of study is explained by the factor of 

trade secrets and high-tech demands made on research tools. Thus, in order to understand 

the processes taking place on the global advertising market, it is necessary to conduct 

comparative analysis of accounts and research materials of such companies as, 

e.g., ZenithOptimedia, a part of Publicis holding (account of Advertising Expenditure 

Forecasts); GroupM, a structure of the holding WPP which issues the account This Year, 

Next Year: Worldwide media and marketing forecasts; and Magna, part of the 

holding Interpublic Group, which issues the account Magna Global Advertising Forecast. 

One also cannot forego mentioning the communications group Aegis Media, a holding of 

Opera of the Omnicom and the companies World Advertising Research Center (WARC) 

and BIPE, with its monitoring and forecasting project Ad Barometer. Highly professional 

research is of course presented by such global consulting organizations 

as PricewaterhouseCoopers, Merrill Lynch, etc. The empirical basis for the work is also 

supported by the data of industrial monitoring of advertising on the Russian markets (the 

company Mediascop, formerly TNS Russia). However, comparing the figures of these 

authoritative companies, one cannot fail to notice considerable discrepancies in their 

evaluation. That is why it is important to take into account the interpretations of the data by 

prominent analysts which allow for the specifics of the national media-advertising market; 

their work has influenced the formation of the theoretical and methodological approaches 

used by the author in this research. Among the works dedicated to the analysis of media-

advertising markets, one can single out the publications of such authors as Tellis, G.J., 

Tellis, K, Doyle, G., and Picard, R. The thematics of these works are diverse: the 

connection between the development of the economy in general and the media-advertising 

sector, current trends in advertising means development, the activity of advertisers 

concerning leading trade categories on the global and local markets, etc. The problems of 

segmentation of the consumer market according to its need for advertising are covered in 

the works of S. Veselov, V. Kolomietz, M. Nazarov, P. Kovalev, and V. Busin, who have 

conceptually contributed to prognostications of the Russian media-advertising market and 

development of the theory and practice of inter-country advertising campaign comparisons. 

The development of the industry in different countries is heterogeneous and determined by 

such factors as demographics, consumption structure, the choice of the local or global 

content, etc. That is why researchers apply a territorial approach in the paradigm of media-

advertising comparatistics, which implies studying the factors of country context affecting 

the connection between economic development and advertising activity.  

 

METHODOLOGY 

The approach applied in the work is oriented toward drawing conclusions based on 

the analysis of the basic indicators of the media-advertising market as well as comparative 
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analysis of the state of the Russian media-advertising market, applying macroeconomic 

parameters and taking into account its structural particularities. The Russian media market 

is admitted as a source unit, with detailed data on its volume, growth rates, GDP ratio, per 

capita advertising expenditure, media distribution, etc. The hypothesis of the research can 

be formulated as follows: For countries with relatively low living standards and a 

comparatively limited audience of consumers who can afford to purchase goods not under 

the influence of the lowest price factor but under the influence of active branded 

advertising, standard indicators of media-market development require serious 

reconsideration. They do not explain the behaviour of the key market subjects – advertisers 

and organizational structures of the agency business and consumers. For Russia, this 

understanding is extremely important, as, under the impact of an unstable economic 

situation, getting out of the crisis in the sphere of communications occurs by fits and starts 

and can hardly be managed or regulated. That is why classical quantitative indicators must 

be corrected by means of qualitative indicators which reflect structural changes in the 

media-advertising industry as well as by means of specific indicators reflecting the state of 

the segment of the consumer market which is interested in advertising services.  

 

RESULTS 

Specificity of the media-advertising market as an object of study 

Exploring marketing communications today is a complex task due to its 

heterogeneous structures. It is, of course, expedient to evaluate expenditure in both 

marketing and advertising communications. The constituents of this market, apart from 

advertising, are PR activity, direct service communications with clients, various 

communications efforts at the locations of sales, etc. In the current situation, advertisers' 

budgets can be redistributed quickly between different market segments, between media 

and non-media communications, or be spent on new marketing instruments, expenses 

which are hard to assess or even, at this point, identify (Stolyarova, 2016, 68). General 

indicators of development level do not seem applicable to such heterogeneous 

communications. The object of our study is, therefore, only a part of marketing 

communications – the media-advertising market, which includes direct promotion of 

classical and new media. This ample market, directly connected with solvent demand, has 

measurable economic indicators that allow the researcher to evaluate the prospects of its 

development (Wurff et al., 2008).  

On the one hand, active development of the advertising industry is a consequence 

of economic growth. On the other hand, advertising expenditure growth is, in itself, an 

indicator of a population's wellbeing as well as the economic prosperity of a country or a 

group of countries. A developed advertising market is, essentially, a consequence of high 

evaluation of the consumer by the advertiser in terms of the former's solvency. It is the 

advertiser's confidence that the population will be ready to return the promotion budgets by 

purchasing the promoted brands. As soon as such confidence sinks in times of crisis, the 

advertising market's volumes shrink.  
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The system of indicators for evaluating the state of the media-advertising 

market 

A system of indicators is applied in order to evaluate the level of development of 

the advertising market in a given country. The correlation between global economic and 

specific indicators of the media-advertising market yields a complete picture and allows 

for precise forecasting (Vollmer and Precourt, 2008). The main traditional indicators 

applied to compare the extent of development of advertising markets are the ratio of the 

advertising market in value form to the size of gross domestic product (GDP) and the per 

capita advertising expenditure. 

The first macroeconomic indicator that characterizes the extent of development of 

the national advertising market – the ratio of the advertising market's value form to GDP – 

is considered sufficiently high if it rises to the level of 0.8-1.2% and very high if it 

exceeds1.5% (Nazarov, Veselov, 2015). 

Apart from value indicators, there are also natural indicators of the advertising 

market's development. For the television market, for instance, it is the total amount of 

commercial air time; for printed advertisement, it is the total amount of ad pages in 

newspapers, etc. In developed countries, a great value for volume usually occurs in the 

background of a relatively modest natural volume. In emerging countries, on the contrary, 

a small value for volume may conceal a real supersaturation of society with advertising 

communications, which are often completely unrestricted in legal terms. The ratio between 

the value and natural indicators demonstrates the level of advertising market development. 

Static and dynamic indicators are usually applied in tandem. High growth rates of 

the media market indicate previous lagging in development and characterize emerging 

countries with young advertising markets. The Russian advertising market is difficult to 

explore. According to its large-scale dynamics, it used to be included in the category of 

developing markets with high growth rates. Later, as the growth rates showed a tendency 

to slow down, researchers started classifying this market as moderately developed. 

However, the point of transition is hard to locate because of the unstable economic 

situation. The Russian media market is functioning in the conditions of a permanent crisis. 

Over the last twenty years, at least three serious crises have been registered during which 

the communications sphere has shrunk (the crises of 1998-2000, 2008-2009, and 2014 to 

this day, when signs of overcoming the crisis are only starting to appear) (Veselov, 2009, 

72). Due to the market's rapid "shrinking" in crisis times, as well as the post-crisis 

restoration periods, evaluating the sphere's dynamics has become quite challenging, which 

is further complicated by the global restructuring that accompanies the transition from 

classical to digital communications (Tellis and Tellis, 2009).  

During a crisis, even the apparently established trends of advertising activity may 

change abruptly. The majority of manufacturers lack the means to retain their positions, let 

alone expand their budgets. According to AdIndex, the climax of the 2009 crisis saw a 3.0-

3.5-fold drop in the advertising budgets of the top 100 Russian advertisers (Veselov et al., 

2013). Although the crisis of 2014 did not entail such a massive drop, the reductions that it 

caused were still quite serious.  
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Limitations of the classic indicators 

The difficulties of exploration described above allowed us to formulate a 

hypothesis for research. For countries with relatively low living standards and a limited 

amount of consumers whose choices are influenced by the lowest price factor and by 

active advertising campaigns offering brands with a high intangible cost (e.g., Russia), the 

standard advertising market development indicators require serious reconsideration as they 

do not allow for accurate assessment of the situation. In the first place, this concerns the 

comparative indicator of the ratio of the advertising market volume to the volume of gross 

domestic product (GDP), described above. This indicator is otherwise referred to as the 

indicator of specific advertising costs. It is evident that GDP growth is in some way or 

other accompanied by advertising market growth. It is hard to expect booming 

development from any branch or segment in a country with an insignificant GDP volume 

or low dynamics. But the correlation between the advertising market dynamics and 

economic development is, in this case, indirect. Even equal per capita GDP volumes for 

different countries do not always indicate that separate segments of these countries' 

economies, especially their advertising markets, are on the same development level. Such 

conclusions are all the more unlikely if comparative indicators are applied. For evaluating 

countries with relatively high overall economic levels and well-established advertising 

markets characterized by stable, jump-and-fall-free evolution that accrues several 

percentage points a year, this indicator is universally suitable. Why, then, is it barely 

representative of Russia?  

This is explained by the fact that the structure of Russian GDP is not so much 

constituted by manufacturing goods and services for wide layers of the population, but 

rather by the products of mining industries (e.g., oil extradition) as well as the defence 

industry, which need practically no advertising support and have no ties with the media-

advertising market (Veselov, 2011, 32). 

In Russia, it is more expedient to study advertising market growth not so much by 

the GDP dynamics, but rather by the dynamic of the segment of the consumer market that 

really needs advertising backup, which is the solvent demand volume of the media-

advertising market. For countries with a moderately developed advertising market and 

relatively high rate of growth (not only Russia, but also Brazil, Turkey and some Latin 

American and Eastern European countries), the more important indicator is the consumer 

market volume dynamics, as they represent the audience whose demands the media market 

serves (Nazarov and Kovalev, 2008, 207-208). 

However, not all segments of the consumer market are interested in the services of 

the media-advertising market. Pertinent examples of the opposite may include public 

utilities, local goods and services whose coverage doesn't require media communications, 

city transport services, goods and advertising restricted by the law (e.g. the tobacco and 

liqueur sectors), etc. Goods and services interested in the media market have a clear 

identification and non-price competition, which require marketing promotional tools. In 

developed countries, such goods are in much greater abundance than in Russia. The 

erosion of non-branded goods is a global trend that is now taking place in Russia as well. It 

is only expected to increase in the future, and we are just now registering the initial stage 

of this process (Veselov, 2011, 33).   
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Modern approaches to the study of solvent demand for advertising products 

and services 

How can advertisers' solvent demand be predicted in the conditions of the Russian 

media market?  

As a subject of the media-advertising market, an advertiser interested in promoting 

his goods must calculate how many contacts with the expected audience he is going to 

need as well as the approximate budget he will be able to allocate to solve the task. Then 

he must determine what media will cope with the task, proceeding from ratings and media 

planning data. In other words, if the market develops predictably, then an abstract 

"average" advertiser should be able to mould his advertising budget (Veselov, 2011, 39) 

proceeding from the volume of required contacts multiplied by the expected price of the 

contacts.  

Knowing the approximate amount of advertisers, the budget volume that they, in 

aggregate, are prepared to allocate to advertising can be calculated. It is in this sense that 

we speak of predicting solvent demand on the part of advertisers. In reality, however, a 

discrepancy occurs between the solvent demand and actual volume of funds expended by 

the advertisers – that is, the market volume – because of media inflation, dumping policy, 

etc. This causes errors in such forecasts that have to be taken into account (Doyle, 2013). 

 An additional indicator in this regard is the advertising activity index. This 

indicator, measured in percentages, is understood as the ratio of the advertising budget 

volume to the volume of realized goods and services, that is, how much money spent on 

advertising is "hidden" in the profit from selling the goods and services. The main causes 

of such a great dispersion of the advertising activity indicator for various categories of 

goods in different periods of time are the specificity of each category of goods and 

services, the conjuncture (economic, political, legislative, etc.) of the market, and the 

advertising strategy of the subjects of the market. Advertising activity in the majority of 

countries is not determined by the advertising activity of all the market subjects, but, first 

and foremost, of the major transnational corporations in relation to particular national 

markets (Nazarov and Veselov, 2015). So, one can speak of changing the advertising 

activity of a certain market primarily as a consequence of changing the advertising strategy 

of the major transnational corporations.  

Thus, in the 2000s, the Russian consumer market represented an interesting 

business platform: the competition was weak while the market growth potential was huge 

(Evstafiev and Pasjutina, 2017). Resorting to quite serious advertising expenses, the major 

consumer sector TNCs came to Russia. Their main aim was conquering a share of the 

market, while ousting small and medium-sized Russian companies and buying the largest 

and most successful of them (Lebedyanski, Vimm-Bill-Dann, Kalina, etc.). That is why the 

dynamics of advertising expenditure in that period were notably ahead of the sales 

dynamics. Soon, however, the market was divided between the major advertisers, and the 

advertising budget growth rates shrank considerably while the ratio of the advertising 

budget volumes to the sales volumes started dropping steadily. 

The FMCG giants constituting Russia's leading three (Procter and Gamble, 

Unilever, L'Oreal) spend around 12-18% of their annual turnover. For other FMCG 

companies entering the top ten world advertisers and boasting sales volumes on the level 

of the first three, advertising expenditure is 3-8% of annual turnover. For the major 
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automobile manufacturers, this figure amounts to 1-2%, which is related to a high per-unit 

price of the promoted goods (Ionova, 2016, 283). 

As for   the global   trend   towards aggrandizement of advertisers, according to 

Video International   Analytical   Center  (VIAC)'s   overseas  advertising market research 

team, the top  20   advertisers  on  the  British   and  German  TV  market account for 27-

28% of all TV advertising  budgets;  in  Italy  and  South  Korea,  this  is 32-34%; in 

Poland, Turkey and the Baltic  States  that  figure  rises  to 40-45%;  in  Ukraine,  Bulgaria,  

Greece  and  Romania  it fluctuates  between  50%  and  66%, which is half to two thirds of 

all TV commercial budgets (Veselov, by the major players and leaders of the segment is 

not only characteristic of advertisers, but also of media-buying agencies. Today, practically 

all major international net advertising agencies and holdings are present on the advertising 

map of Russia.  

Apart from the indicators described above, another key indicator for evaluating 

national advertising market development levels is the volume of per capita advertising 

expenditure as determined by the ratio of the value volume of the advertising market to the 

population figure. For countries with moderate and high levels of advertising market 

development, this indicator varies between $50-70 to $600-700 per capita annually, and in 

some cases, it is even higher. For emerging economies, it may only amount to several 

dollars a year (see Figure 1). As in the case of the indicator of the ratio of advertising 

expenditure to GDP, the indicator of per capita advertising expenditure can be applied 

successfully in evaluating developed advertising markets, while for countries like Russia it 

doesn't reflect the real situation in segments of the target audience, although this generally 

describes the level of the advertising market's development. With a background of a low 

income level and its uneven socio-demographic and geographic distribution, this indicator 

levels the highly solvent population layers with the low-income groups that tend to shun 

actively promoted brands. 

 

 

 
Figure 1. Per capita advertising expenditure in selected countries, 2016 (in U.S. dollars) 

Source: ZenithOptimedia 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

87 

 

Structural characteristics of media-advertising markets: digital 

transformations 

Different countries' media-markets are not only different in volume, but also in the 

structure of distributed advertising budgets. Structural differences between advertising 

markets allow us to explain the tendencies of changes in the media as well as to predict the 

dynamics of development of certain media. Qualitative changes in the structure of the so-

called "advertising pie" characterize efforts applied by media companies towards 

development of various information transmission channels (Buzin, 2009, 123). 

Shares of media-advertising budgets, accounted for by different media, vary from 

country to country, and are determined by economic as well as extra-economic 

technological and political factors. National mentality is an important factor in media 

distribution, as it determines if the national perception type is verbal or visual, which 

allows us to speak of "reading" and "watching" nations. Thus, for example, it is evident 

that in countries such as Switzerland and Germany the share of the press will be higher 

than in Italy or Brazil. In Russia, the share of TV is traditionally quite high (See Figure 2). 

Internet communications spending has grown as well, but not at the expense of the TV 

share, but rather of the share of advertising in the press (Kolomiets and Poluekhtova, 

2010), many types of which – e.g. advertising and informational periodicals – are getting 

pushed out of the market under the pressure of competition with online information.  

 

Figure 2. The volume of marketing communications in 2016, Russia 

Source: Russian Association of Communication Agencies, 

http://www.akarussia.ru/knowledge/market_size/id7363 

 

It is certain that the influence of technological factors of media industrial 

development on the global advertising market is great. The development of digital 

technologies has served as a basis for the emergence of new instruments of interaction 

characterized by inevitable engagement of multimedia and convergences of different 

platforms with the aim of creating the content and distributing it efficiently (Petrova, 2014, 

http://www.akarussia.ru/knowledge/market_size/id7363
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129-130). Various types of presented information – from textual to video formats – are 

delivered in an integrated format instead of separate distribution channels. In order to 

survive, modern mass media, which is the main advertisement carrier, has to improve the 

instruments that allow us to limit presented content to only what is interesting and relevant 

to the user and his or her requirements and contains a skilfully integrated advertising 

message (Trubnikova, 2016, 78). If this content is personalized and interactive, loyalty to 

the received information will be higher. The audiences' selectivity towards consumed 

information prompts the ousting of advertising campaigns rigidly aimed at increasing sales 

volumes. These are replaced with communications campaigns characterized by a weighty 

social component.  

The advertisers take a leaf out of the consumer's book: the former are attracted by 

schemes of selective payment – exclusively for the marketing content that was actually 

consumed by the target audience and triggered its activity: clicks, linkings, registrations, 

purchasing (Nazarov and Vygovskaya, 2012, 348-349).  

Issues of optimizing communications processes during crises are especially 

relevant to the modern entrepreneur in conditions of limited communications resources and 

reduced advertising budgets. Consolidating separate segments into a single medium with 

an integrated approach and free transnational as well as "trans-media" movement of 

advertising budgets helps establish a new system of evaluating advertising markets, 

complete with indicators adapted to modern realities.  

 

CONCLUSIONS AND SUGGESTIONS FOR FURTHER RESEARCH  
In this article, we have analysed the state and structure of the media-advertising 

market taking into account the application of various indicators used for its evaluation. The 

research has revealed consistent patterns which allow us to determine the specifics of 

today's Russian media-advertising market with the help of indicators with the following 

macroeconomic parameters: per capita GDP, dynamics of economic development, and per 

capita advertising expenditures. Russia currently occupies a specific position on the global 

media-advertising markets map. The Russian media-advertising market is characterized by 

considerable growth which is predetermined by high rates of economic development and 

rapid growth of the consumer market. The author draws the conclusion that it is not GDP 

or even solvent demand dynamics that primarily determine development of the Russian 

advertising market. It is mainly determined by the dynamics of the segment of the 

consumer market which needs advertising support. Without comprehending this fact, 

predicting advertisers' behaviour on the current Russian media-advertising market cannot 

be well-grounded. To solve this problem, the article suggests applying indicators of 

consumer market dynamics, which is what the advertising market ultimately services and 

the state of which determines advertisers' solvent demand. In the context of clarifying 

indicators, the article also analyses such characteristics of the advertising industry as 

specific advertising expenses and the advertising activity index. In different countries, 

media-advertising markets diverge not only in volume but also in the structure of 

distribution of advertising budgets. This research has analysed the specifics of the Russian 

media-advertising market in terms of the structure of the media, studying the factors which 

determine structural and qualitative changes in digital transformations. In research to 

come, it is advisable to amend for the factor of the crisis, which has not been completely 

overcome and which has diminished the amount of consumers of high-end trademarks. 
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Regarding changes in advertising strategy in the crisis period, the author stresses that 

media-advertising comparison is complicated, as dynamic indicators may be of a diverse 

nature – in some cases they may be explained by general economic patterns, in others by 

local crisis effects. In the conditions of the modern Russian advertising market, such 

research difficulties arise too. However, the interest of major companies in the Russian 

advertising market, somewhat limited by the policy of the sanctions but, nevertheless, 

evident, shows the necessity of consistent forecasting of key advertisers' behaviour. The 

article’s analysis of the system of media-advertising indicators and their relation to general 

economic indicators is only a part of the analytical-prognostic study of a complex 

industrial object – the media-advertising market. Adapting traditional indicators for 

evaluation of technological shifts in the era of digital media is a complex, serious task 

undoubtedly requiring further research.  
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ABSTRACT 

Purpose: The purpose of the paper is to develop a performance management framework (PMF) for 

water utility companies in developing countries to ensure their organizational sustainability.   

Design/Methodology/Approach: This is a conceptual paper based on a critical literature review. 

There are 3 research questions: Why are water utilities in developing countries so often and 

pervasively nonperforming and unsustainable organizations? Would a more structured and rational 

approach to performance management by means of a performance management framework (PMF) 

be warranted in dealing with nonperforming water utilities in developing countries? If the PMF 

were warranted, what would it comprise of? 

Findings: There is a need for an effectual PMF for water utility companies in developing countries, 

as water utilities are natural monopolies with limited exposure to market risks. In the absence of 

competition and an alternative for utilities’ services, the need arises for close oversight by the public 

to ensure performance adequacy and sustainability. In an environment of underdeveloped public 

accountability, common for developing countries, the efficacy of such an oversight would benefit 

from a structured PMF based on best international practices.  

Such a PMF would need to be: (a) custom-tailored for the settings of developing countries; (b) user-

friendly and intuitively coherent; (c) universally applicable in the conditions of developing 

countries; (d) sufficiently concrete and detailed to enable practical implementation. 

Research limitations: The research is limited to urban drinking water utilities in developing 

countries. 

Practical Implications: The proposed PMF could be embedded into the design of investment 

projects of international financial institutions (IFIs) with water utilities in developing countries.  

Social Implication: The proposed PMF would contribute to mitigating significant social problems 

caused by deficiencies in drinking water supply, such as increased morbidity and mortality due to 

waterborne diseases. 

Originality/value: Developed countries have established advanced practices and regulations for 

managing the performance of water utilities. However, for the circumstances of developing 

countries such regulations would be too diverse, complex and otherwise impractical. Most 

importantly, such regulations and practices are designed and conditioned for an environment with 

sound public accountability. Currently, there are no commonly accepted performance management 

guidelines for water utilities operating in environments with substandard public accountability. 

Keywords: performance management, sustainability, public accountability, critical success factors, 

water supply, developing countries. 

 
THEORETICAL BACKGROUND  
“PM was first mentioned by Beer and Ruh in 1976. But it did not become 

recognized as a distinctive approach until the mid-1980s, growing out of the realization 

that a more continuous and integrated approach was needed to manage and reward 

performance” (Michael Armstrong, 2000). 
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Although performance management (PM) became a recognized distinct approach 

in the 80s (Michael Armstrong, 2000), there still does not seem to be a conventional 

definition of PM. Various authors of books and articles on PM introduce their own 

definitions, as briefly covered below.  

Armstrong M. and Baron A. state that “performance management is a fairly 

imprecise term, and performance-management processes (or systems, as some people 

persist in calling them) manifest themselves in many different forms. There is no one right 

way of managing performance: the approach must depend on the context of the 

organization – its culture, structure, technology – the views of stakeholders and the type of 

people involved. But, it is still possible, and desirable, to define in very broad terms what 

performance management is about and to discuss generally the concerns and scope of fully 

realized processes of managing performance” (Michael Armstrong and Angela Baron, 

1998).   

Armstrong M. defines performance management as “…a strategic and integrated 

process that delivers sustainable success to organizations by improving the performance of 

the people who work in them and by developing the capabilities of individual contributors 

and teams. Performance management is strategic in the sense that it is concerned with the 

broader issues facing a business if that business is to function effectively in its 

environment, and with the general direction in which the business intends to go to achieve 

its longer-term goals” (Michael Armstrong, 2000). 

Atkins defines performance management (PM) as “the framework for managing 

the execution of an organization’s strategy. It is how plans are translated into results. Think 

of PM as an umbrella concept that integrates familiar business improvement 

methodologies with technology. In short, the methodologies no longer need to be applied 

in isolation – they can be orchestrated. The whole is greater than the sum of the parts. Each 

methodology can give good results, but when you integrate them, you get more. This 

makes PM a value multiplier” (Tony C. Adkins, 2006).   

From the authors’ point of view, the notion of PM is centred on the premise that an 

entity is a system or mechanism which can operate better or worse depending on how it is 

being managed. The entity could be an individual person, a team, an organization or even a 

country. In this article, we will be looking at PM at the institutional level, considering 

water utility enterprises as the entity in question.   

Most of the literature on PM deals with human resource management (HRM) and 

profit-driven businesses. In both cases, highly competitive environments impose great 

pressure to succeed by enhanced effectiveness and efficiency in operations. Markedly, PM 

is mostly about efficacy and is centred on the notion of success.  

In HRM and profit-driven businesses, the criteria for success and efficacy are clear 

and simple. They can often be narrowed down to an intuitively obvious “bottom line” 

towards which the competing parties are racing. PM in such cases becomes particularly 

relevant, acting as the tool to succeed in the race. That is why we talk about PM primarily 

in the context of HRM and profit-driven businesses. 

PM is often considered less relevant for utilities and public entities for two main 

reasons: (a) the “bottom line”, i.e. criteria for success, is less evident and intuitively 

coherent; and (b) the non-competitive operating environment of a natural monopoly 

diminishes the relevance of efficacy. If the race involves a single runner, who cares how 

fast she/he is running towards the finish line? That is the most fundamental difference in 
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the concern for PM, i.e. efficacy of operations, between entities trying to survive in an 

intensely competitive environment and natural monopolies.   

Does this mean that PM is inherently irrelevant for natural monopoly operations?  

Perhaps there is no need to overcomplicate operations with a PMF, sticking to the good old 

method of intuitive considerations and ad hoc problem solving, i.e. generic modus 

operandi for natural monopolies in developing countries.   

To answer this question, we should consider the main operating cycle of 

performance management. Performance comprises actions intended to achieve some result. 

The main operating cycle of performance management could be characterized as the 

following (see Figure 1): 

 
Figure 1.  Operating Cycle of Performance Management  

(developed by the authors) 

 
Actions lead to results, which are evaluated against benchmarks (intentions, plans, 

competitors’ results, etc.). Evaluation provides feedback on the efficacy of the actions. 

Based on the feedback, a decision is made on introducing corrective measures and/or 

refinements into continued actions, as needed, before proceeding with the next cycle of 

action. Since in the real world no performance is ever perfect, corrective measures and 

refinements are continuously warranted, affording a continuous improvement mechanism. 

In a competitive environment competitors’ performance makes benchmarks 

evident on a nearly continuous basis, affording frequent evaluations. Respectively, the 

feedback speed is quick, and decision-making on introducing corrective actions could be 

quick and frequent.   

In a non-competitive environment, benchmarks for evaluating efficacy of actions 

are not easily available. How does one know if a utility is operating better or worse than it 

should or could by intuitive means? The differences between performing and 

nonperforming utilities becomes evident only in extreme cases, when system failures lead 

to profound public consequences from deficiencies in water supply. In the absence of such 

palpable cases, decision-making on evaluating and remedying the performance of water 

utilities is severely inhibited. Lack of public accountability and open information flows 

could further exacerbate the situation, by isolating and hiding information on the negative 
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consequences of system failures, and respectively deferring the introduction of the needed 

corrective actions.   

 

Significance of the Topic 

When it comes to urban drinking water supply, the globe is split into two worlds: 

(a) developed countries, where continuity, safety and propriety of water supply is excellent 

and taken for granted; and (b) developing countries, where water supply problems are 

chronic and persistent. The Centers for Disease Control and Prevention (CDC) states on its 

site: “In most developing countries, tap water should probably not be drunk, even in cities. 

This includes swallowing water when showering or brushing your teeth.” (Centers for 

Disease Control and Prevention, n.d.)   

Basically, drinking tap water in developed countries is considered safe, while 

doing the same in developing countries would be considered reckless. The problem is not 

merely a matter of convenience. Substandard drinking water supply contributes 

significantly to increased mortality and morbidity, especially among children. Children are 

less aware of hazards and are less disciplined than adults, casually drinking tap water at 

whim, even when it is not safe. 

According to Gro Harlem Brundtland, “Long before the advent of modern medical 

care, industrialized countries decreased their levels of water-related disease through good 

water management…  In developing countries, preventable water-related disease blights 

the lives of the poor…  3.4 million people, mostly children, die annually from water-

related diseases. Most of these illnesses and deaths can be prevented through simple, 

inexpensive measures. For instance, trachoma remains the leading cause of preventable 

blindness, accounting for 146 million acute cases around the world. But the disease is 

almost unheard of in places where basic water supply, sanitation and hygiene prevail.” 

(WHO and others, 2001). “Far more people endure the largely preventable effects of poor 

sanitation and water supply than are affected by war, terrorism, and weapons of mass 

destruction combined.” (Bartram, Lewis, Lenton, and Wright, 2005). 

For developing countries, deficiencies in the drinking water supply have a defining 

effect on life and survival. According to Brady et al., “developing countries throughout the 

world… face a multitude of health-related issues due to a lack of adequate basic sanitation 

and the scarcity of clean water… Water-related illnesses caused by unclean water and poor 

sanitation are responsible for the majority of sickness in developing countries…”    

According to an assessment commissioned by the United Nations, 4,000 children 

die each day as a result of diseases caused by ingestion of filthy water. The report says four 

out of every 10 people in the world, particularly those in Africa and Asia, do not have 

clean water to drink.” (Brady, Pfluger, Mauldin, and Starke, 2013). “The statistics and 

projections about the shortage of water are terrifying. The UN states that there is a risk that 

within 30 years one in four people is likely to live in a country affected by chronic or 

recurring shortages of fresh water. According to WaterAid, 650 m people live without safe 

water, one in three people does not have access to proper sanitation and 900 children a day 

die from diarrhoeal diseases caused by dirty water and poor sanitation. Across the world, 

women walk long distances to collect what is often dirty water.” (Arden, 2016) (Nino, n.d.) 

(“WaterAid UK - What we do - The crisis,” n.d.). “An evaluation by UNICEF found that 

in schools in 49 low-income countries, only 51% had access to adequate water and 45% 

had adequate sanitation facilities.” (Freeman et al., 2014) (UNICEF, 2012). “In developing 
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countries with poor water supply and sanitation systems, life expectancy is far lower than 

in industrialized countries. The causes of deaths are also quite different; infectious diseases 

account for more than 40 percent of deaths in developing countries, whereas they occupy 

only 1 percent in industrialized countries.” (Hidetoshi Kitawaki, 2002) 

On 28 July 2010, the United Nations General Assembly legally recognized the 

Human Right to Water and Sanitation (HRWS) and every international financial institution 

(IFI), such as the World Bank, the Asian Development Bank, the European Bank for 

Reconstruction and Development (EBRD), and the Inter-American Development Bank, 

has massive designated programmes in billions of Euro towards improving the drinking 

water supply in developing countries. So why is there still such a sharp and vast difference 

in the settings and practices of the two worlds when it comes to urban water supply? 

Inherently, urban water supply is an envious business. It is a natural monopoly 

with a concentrated and fixed customer base with virtually inelastic demand. After all, 

access to reliable and safe drinking water supply is a matter of survival, health and 

convenience. In developed countries water utilities typically have a sound financial 

position and performance.  By contrast, in developing countries urban water utilities often 

constitute failed businesses, dependent on support from governments and IFIs for 

continued operations. 

 

Research questions 

3 research questions have been formulated:  

1. Why are water utilities in developing countries so often and pervasively 

nonperforming and unsustainable organizations?  

2. Would a more structured and rational approach to performance management by means 

of a performance management framework (PMF) be warranted in dealing with 

nonperforming water utilities in developing countries? 

3. If the PMF would were warranted, what would it comprise of? 

 

ANALYSIS 

The following are the ingredients of operations of water supply utilities: 

1. Technology: Developed countries certainly have technological superiority in urban 

water supply operations, with nearly universal usage of geographic information 

systems (GIS), hydraulic modelling, network zoning, supervisory control and data 

acquisition (SCADA) systems and the like. However, nowadays these technologies are 

commonly accessible at an affordable cost for developing countries as well. 

Furthermore, in most cases, application of such technologies is supported by IFIs and 

pays for itself by reducing operational losses and wastages. Barriers to accessing 

advanced technologies do not seem to be a source of the gap between the two worlds.   

2. Machinery, equipment, and materials: Similarly, there are no barriers for 

developing countries in accessing machinery, equipment and materials used by 

developed countries. Additionally, most of such machinery, equipment and materials is 

produced in developing countries already, respectively enhancing convenient and cost-

effective access. 

3. Capital: Financing for the water supply and sanitation sector is copious, including 

payments from customers, subsidies from governments and other sources, and plentiful 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

96 

 

soft financing from IFIs. Clearly, the availability of financing is not an obstacle for 

resolving the dire problem at hand. 

4. Knowledge, Skills and Expertise: The Internet, globalization, and open sources of 

knowledge, including electronic libraries, have virtually eliminated barriers for 

developing countries in accessing advanced knowledge, expertise and skills related to 

urban water supply.     

 

Basically, in terms of accessing critical resources and capabilities, there are no 

objective reasons for developing countries to perform so poorly with regard to drinking 

water supply, at least, not to the extent that millions of lives are lost per year for 

preventable reasons. So why do we still have this problem, despite the universal desire to 

eradicate it, massive financing, and enormous technological advancement? The answer 

may lie in the concept of performance management.   

Water utilities are natural monopolies, with limited exposure to market risks, if 

any.  Respectively, markets cannot be relied upon to correct utilities’ performance. In the 

absence of competition and an alternative for the utility’s services, the need arises for close 

oversight by the public for ensuring performance adequacy and sustainability. Normally, 

municipalities and/or other government institutions handle such an oversight in the name 

of the public. 

Within the setting of developed countries, where the public has effective control 

over municipalities and other government institutions, such an arrangement works 

reasonably well, constituting an approximation of a performance management framework. 

The public can ensure adequate improvements at water supply operations with intuitive 

considerations, broad-based discussions, and continued involvement until a satisfactory 

performance is achieved.   

In developing countries, the public often lacks effective control over municipalities 

and/or other government institutions. Consequently, oversight of utilities is left to the 

whims of unchecked public officers, who may or may not have the interest, time and 

resources for proper oversight. As a result, the utilities may be emboldened to act at their 

own discretion, without adequate corrective influences from an operating environment. 

Such a situation fosters negligence, corruption, operational lethargy, and indifference to 

customers’ satisfaction and to the viability of the enterprise. The entailing degradation 

yields dysfunctional water utilities, all too common in developing countries.   

The underlying problem here is the inherent immunity of water supply companies 

in developing countries to corrective influences from their operating environments. Such 

immunity could marginalize attention to institutional performance, inevitably leading to 

performance failures.   

Often utilities in developing countries are locked in a vicious circle, with weak 

operational and financial capacity leading to performance failures and inefficiencies, which 

further leads to poor operational and financial performance, which in turn further worsens 

operational and financial capacity to provide the required performance. In all material 

respects, such utilities are dysfunctional institutions, requiring extensive external support 

and care to stay operational. Breaking the vicious circle and turning it into a virtuous circle 

would be the main objective of the PMF (see Figure 2). 
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Figure 2. Vicious Circle of Nonperforming Utilities  

(developed by the authors) 

 

Furthermore, there is a common misperception that the performance of water 

utility companies could be intuitively understood, assessed and managed. Performance 

management in water utilities is a much more complex matter due to the following factors: 

 

1. Drinking water supply operations are multifaceted, with many relevant parameters, 

including: 

a. Continuity of water supply at source, key hubs, and points of delivery; 

b. Pressure of water supply at various zones and points of delivery; 

c. Quality of water supplied, including absence of all possible hazardous 

elements, such as physical particles; heavy metals; pesticides and other 

chemicals; biological contaminants; and radioactive elements; 

d. Effectiveness and efficiency of repair and maintenance works; 

e. Efficacy of operations in terms of nonrevenue water and leakage controls; 

f. Customer relations and responsiveness to grievances; 

g. Fiscal discipline, honesty and accountability; 

h. Commercial sustainability of operations; 

i. Technical soundness and sustainability of operations; 

j. Efficacy of water resource management; 

k. Diligence in environmental protection matters, including propriety of 

wastewater treatments and discharge;  

l. Regulatory compliance and other risk management matters. 

2. Inherently, drinking water supply presumes the operations of natural monopolies 

servicing a large number of customers with virtually inelastic demand. Everyone needs 

water to survive. Such a monopolistic position and a vast number of monetary 

transactions carry intrinsic risks of abuse. Proper control environments and internal 

control systems are of paramount importance for water utility operations. 

3. Water utility operations are capital-intensive, with related complexities in long-term 

planning and investment handling considerations; 

performance	failures	
and	inefficiencies
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4. Drinking water supply services are critically important to public wellbeing, with 

failures in operations potentially leading to massive health hazards, including 

increased morbidity and mortality, especially among children. 

 

Basically, trying to manage the performance of water utilities by intuitive means 

would be naïve. Nevertheless, that is how performance management of water utilities is 

largely handled in developing countries. 

On the other hand, management is done by people and institutions, which 

unescapably have a limited attention scope. It is simply impossible to manage anything 

effectively if hundreds of indicators and parameters are used for performance evaluation 

and rectification.  In case of such a large number of parameters, usually there would be 

many indicators demonstrating sound performance and many parameters demonstrating 

profound failures, ultimately necessitating subjective and intuitive decision-making. So, 

the already complex matter of performance management is further complicated by the need 

to narrow down managerial attention to the necessary minimum, typically limiting 

considerations to a few dozen parameters of utmost importance. This situation makes 

performance management of water utilities a particularly challenging matter, requiring 

effective prioritization, strategic thinking, and substantive handling.   

 

RESEARCH CONTRIBUTION 

Developed countries already have established advanced regulations on the 

performance of water supply enterprises, with notable cases being: (a) the UK legislation 

based on mostly privatized water supply enterprises; (b) the French legislation with 

extensive reliance on PPP arrangements at publicly owned utilities, and; (c) the Swiss 

legislation with extensive direct municipal management of water supply operations. The 

applicability of such experiences in developing countries is constrained by: (a) the high 

level of complexity of the legislations of the respective countries; (b) the high level of 

diversity and incompatibility in competing schools of thought; (c) the lack of a universal 

approach and methodology, tailored to the circumstances of developing countries.   

Given such a methodological vacuum for developing countries, three distinct 

schools of thought on performance management in water supply have recently ascended on 

the global arena: 

1. Managing performance by defining, as is done by the International Water 

Association, the leading world authority on performance indicators in water supply 

and sanitation. 

2. Managing performance by benchmarking, as is done by the International 

Benchmarking Network for Water and Sanitation Utilities (IBNET), with the 

support of the World Bank. 

3. Managing performance by ranking, as is done by the Rating System for Water and 

Sanitation Service Providers (AquaRating), with the support of the Inter-American 

Development Bank. 

 

These methodological ideologies currently dominate the school of thought on 

performance management of water utilities in developing countries. However, for 

decision-makers in developing countries, they are often too abstract, complex and 
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otherwise impractical.  Most importantly, they fail to recognize that “performance 

management processes are part of a holistic approach”. (Michael Armstrong, 2000) 

Hence there is a need for an effectual performance management framework (PMF) 

for water utilities in developing countries. Such a PMF should be: (a) custom-tailored for 

the settings of developing countries; (b) user-friendly and intuitively coherent; (c) 

universally applicable in developing market conditions; (d) sufficiently concrete and 

detailed to enable practical implementation. 

   

PUBLIC ACCOUNTABILITY 

Let’s take a closer look at public accountability and its effect on the operating 

cycle of performance. According to the definition of the International Organization of 

Supreme Audit Institutions, “Public accountability pertains to the obligations of persons or 

entities entrusted with public resources to be answerable for the fiscal, managerial and 

programme responsibilities that have been conferred on them, and to report to those that 

have conferred these responsibilities.” (Khan and Chowdhury, 2007) Smyth more 

emphatically points out the nature of the underlying relationship: “The essential core of an 

accountability relationship is that unless there is a form of control based on “reward or 

sanction” then the relationship is not one of accountability. This point is neatly 

summarised by Gray and Jenkins (1993:55): ‘in essence, accountability is an obligation to 

present an account of and answer for the execution of responsibilities to those who 

entrusted those responsibilities. On this obligation depends the allocation of praise and 

blame, reward and sanction so often seen as the hallmarks of accountability in action'”. 

(Smyth, 2007), (Gray, A and Jenkins, B., 1993) 

Basically, public accountability presumes a vivid relationship between empowered 

public officials and the public, where the latter has legal rights and practical means to 

allocate praise and blame, rewards and sanctions on the former. How often do we see such 

a relationship in developing countries? Even if a developing country has a functional 

democracy, typically the public en masse is too impoverished, uninformed and 

undereducated to have practical means to oversee public officials in an efficacious manner. 

In general, it would be reasonable to assume that developing countries have substantively 

weaker public accountability than developed countries.   

Strong public accountability of developed countries benefits the operating cycle of 

performance management of water utilities in the following ways: 

1. Public accountability comes with open information flows. It is impossible to hold 

public officials accountable if there are restrictions on criticism and dissemination 

of negative information. Open information flows make it impossible to isolate and 

suppress information on the profound consequences of system failures, 

respectively shortening time for introducing corrective measures. 

2. Efficacious public accountability forces public officers to be more attentive and 

responsible, enabling more frequent and expedient evaluations of the results of 

actions. 

3. System failures in an environment of strong public accountability are subject to 

broader and more intensive public deliberations, resulting in better and more 

considered decisions.   

4. Better-quality public deliberations typically lead to improvements in the regulatory 

framework, giving developed countries more elaborate and considered regulations 
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of the sector. The better-quality regulatory framework provides more clarity on 

benchmarks against which results are evaluated, leading to more expedient and 

better-quality feedback. 

 

Basically, efficacious public accountability has the most fundamental effect on the 

operating cycle of performance management, increasing the speed and quality of 

movements along the cycle segments. In answering our first research question, on why 

water utilities in developing countries are so often and pervasively nonperforming and 

unsustainable organizations, we may conclude the following: There are many 

circumstances causing performance disadvantages for water utilities in developing 

countries, but the most fundamental and universal factor appears to be weaknesses in 

public accountability. 

  

THE NEED FOR A PERFORMANCE MANAGEMENT FRAMEWORK 

If the underlying problem is a deficiency in public accountability, then perhaps 

there is no need for a PMF. Why not focus directly on improving public accountability? 

That would be a logical course of action, if not for the following circumstances: 

1. Building up efficacious public accountability in a country is a global and massively 

complex undertaking, typically requiring substantive societal reforms and 

generational changes. Problems with the performance of water utilities are dwarfed 

by such a great challenge. 

2. Transforming nonperforming water utilities from failed businesses to sustainable 

operations is normally subject to greater urgency, presuming a relatively shorter 

timeframe of several years. 

3. Transforming nonperforming water utilities into sustainable businesses is typically 

undertaken in the context of infrastructure investments funded by IFIs, governments 

or other financiers. Such financiers normally constitute the main clients for the 

underlying change management processes, demanding from utilities stronger 

financial and operational performance for ensuring debt repayments. Such change 

management settings require expedient and localized efforts and impact, rather than 

an overall improvement in public accountability in society. 

 

Consequently, regarding the second research question, on whether a more 

structured and rational approach to performance management by means of a PMF would 

be warranted in dealing with nonperforming water utilities in developing countries, we 

may answer yes, it would be warranted. All urban water utilities in developing countries 

need massive investments for upkeep, upgrading, modernization and expansion of 

facilities, networks and other aspects of the infrastructure. Financiers of such investments 

have a need for a structured, rational and replicable methodological approach for 

transforming failed businesses of nonperforming utilities into sustainable businesses able 

to repay long-term loans. 

What is more, management of utilities may not necessarily be interested in the 

PMF.  When turnaround of a utility is undertaken in conjunction with investment projects, 

the financiers may be the main clients for such changes and the main beneficiaries of the 

PMF.  Management of utilities may or may not be interested and supportive of changes 

introduced by implementing the PMF. Respectively, the PMF should be designed with a 
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certain level of rigidity in order to be viable and functional, even if the support and 

motivation of the utility’s management and personnel is lacking.   

This is a very fundamental notion, requiring the recognition that PMF 

implementation is a massive change management process, often constituting a complete 

overhaul of key management systems, business processes and operating procedures. 

Change management of such a magnitude would inevitably encounter resistance, at the 

least due to the behavioural inertia of the affected personnel. Occasionally, resistance may 

come from officials who previously benefited from a lax and wasteful mode of operation. 

Change management on such a scale would need to have its clients and agents. The change 

clients, i.e. stakeholders needing or genuinely interested in substantively improved 

performance, should be intensely engaged and should drive the change management 

processes. Such drive would be particularly important in case of strong resistance from a 

utility’s personnel.   

 

THE CONCEPTUAL FRAMEWORK OF PERFORMANCE 

MANAGEMENT 

PM is a methodological approach for improving efficacy. As a methodological 

approach, it comprises two main components: 

a) School of thought and knowledge of advanced practices and approaches for 

achieving greater efficacy; 

b) Set of tools (guidelines, regulations, algorithms, instructions, procedures, 

templates, etc.) facilitating practical application of the school of thought. 

 

A PMF is an operating framework based on a managerial school of thought and a 

range of tools to be used in defining, dictating and controlling the operating environment 

of a water utility. 

 

THE PROPOSED PMF 

The idea behind the PMF is to transform the whole operating environment of the 

utility as well as its management philosophy. The PMF is not about a set of KPIs reported 

occasionally. It is a management paradigm based on advanced conceptual notions, 

qualitative elements, quantitative parameters and management systems/tools.   

The proposed PMF for water utilities companies comprises twelve pillars: 

1. Public Accountability 

2. Performance Definition 

3. Mandate to Record and Report 

4. Objectives-Based Management 

5. Critical Success Factor Analysis 

6. Mandate for Data Integrity 

7. Independent Performance Verification 

8. Performance Evaluation and Rectification 

9. Motivation for Performance 

10. Reformed Value Systems 

11. Accounting and Billing MIS 

12. Asset Management 
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PMF1: Public Accountability 

Water utility operations are indispensably interweaved with public needs, property 

and interests. The public, comprising primarily of residents of the utility’s service zone, is: 

 the ultimate owner of assets; 

 the main source of income; 

 and the ultimate judge of the performance of the utility.  

  

The position and opinion of the public on the integrity and efficacy of a utility’s 

operations are of critical importance, especially in approving tariff increases. 

Nevertheless, the public is often treated as an irrelevant and dormant stakeholder, with 

respectively underserved information needs. This situation hurts both parties. In the 

absence of effective public reporting and information campaigns, the public develops 

distrust and discontent regarding the utility’s operations. Such a situation undermines the 

financial position of a utility by reduced willingness of customers to pay for received 

services and by increased reluctance of regulators to approve tariff increases, in fear of a 

public backlash.  

An effectual public accountability system must be the cornerstone of the PMF, 

including: 

1. Systematic and efficacious public reporting; 

2. Efficient grievance redressing and feedback systems; 

3. Informational campaigns regarding public needs, interests, opinions and positions. 

 

Specifically, the PMF1 would entail introducing a legally binding obligation for the utility 

to: 

1. Create, maintain and regularly update the company website, providing all relevant 

information to the public in a timely and convenient manner, including 

information on the company’s performance, tariffs, and billings. 

2. Conduct quarterly open public hearings, which could be attended by all interested 

parties. 

3. Establish a grievance redressing system for collecting, recording, responding to, 

analysing and reporting on all customer complaints and communications. The 

grievance redressing system should be based on modern IT solutions and should 

be compliant with ISO 10002:2014 Quality Management – Customer Satisfaction 

– Guidelines for Complaints Handling in Organizations. Such compliance with 

ISO 10002:2014 should be ensured by proper certification and regular audits. 

 

PMF2:  Performance Definition 

For the PMF, it is necessary to define specifically the performance aspects to be 

managed. The International Water Association (IWA) and its publication “Performance 

Indicators for Water Supply Services, Manual of Best Practice” (the Manual) would be the 

most authoritative source for a methodology in defining performance of water utilities in 

developing countries. It is imperative that the PMF’s implementation should unequivocally 

and diligently follow the guidelines of the Manual in selecting and defining key 

performance indicators (KPIs). Moderation is advised in selecting the number of KPIs to 

be used, as too many KPIs would dilute managerial attention and analytical procedures. 

More than 30-40 KPIs for water supply operations would not be advisable. 
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PMF3:  Mandate for Data Integrity 

The Manual states: “a system of performance indicators is not only aimed at 

providing the value of a few ratios, but also all the complementary elements (quality of the 

data, explanatory factors, context), which are needed in order to make appropriate 

decisions” (Helena Alegre et al., 2016).   

The most important aspect of the IWA’s methodology is the fact that KPIs should 

not be considered without due regard to quality of the input data. Compromised quality of 

the input data could render the corresponding KPI value meaningless or misleading. 

Therefore, distinct consideration of input data and its confidence grading would be of 

paramount importance within the PMF system. 

At the initial stage, the PMF would need to operate with whatever data could be 

reasonably collected from the existing system, with identification of data quality for each 

input. Over time, the operating systems related to collecting, recording and reporting data 

should be enhanced to achieve the necessary level of confidence grading for effective 

decision-making.  

 

PMF4:  Objectives-Based Management 

The Manual states: “The implementation of any PI
2
 system has to be objective-

oriented.  Performance indicators are the last step of a larger management strategy that 

should link the utility’s objectives to strategies, define critical success factors and only 

then bring performance indicators both as means to evaluate the success of these strategies 

and as a control mechanism to detect problems in advance…  The definition of objectives 

should always be the first step of a well-defined performance measurement system.” 

(Helena Alegre et al., 2016). What is more, without effective formulation of objectives, 

prioritization of performance indicators towards a manageable set of a few dozen KPIs 

would not be possible. 

Given the complex nature of the operations and challenges of struggling water 

utilities, many objectives could be selected. However, dealing with more than 4-5 

objectives may be counterproductive, limiting managerial focus and commitment. 

Therefore, PMF implementation should commence with the formulation of the 4-5 

objectives with the highest priority. 

 

PMF5:  Critical Success Factors 

Once the objectives are selected, the critical success factors (CSFs) for each 

objective can be assessed. "Critical success factors are those few things that must go well 

to ensure success for a manager or an organization and, therefore, they represent those 

managerial or enterprise areas that must be given special and continual attention to bring 

about high performance. CSFs include issues vital to an organization's current operating 

activities and to its future success." (Shank, Boynton, and Zmud, 1985). CSFs are 

distinctly different from KPIs.  CSFs are not necessarily quantifiable, but they make or 

break the success in performance.  Respectively, CSFs supplement KPIs in the most 

                                                           
2 performance indicator 
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fundamental way. For each of the selected objectives the CSFs should be thoroughly 

analysed with the formulation of a respective work programme for each of the CSFs. 

 

PMF6:  Mandate to Record and Report 

The PMF6 presumes establishing an explicit legal requirement and protocol for the 

utility to record and report its performance. The legal requirement could be introduced by 

adopting a public service contract (PSC) to be signed between a utility and its municipality 

or another master institution. Alternatively, the legal requirement could be introduced by 

government directives or regulations. Basically, utility officials should have an explicit 

legal mandate on recording and reporting relevant reporting parameters. Furthermore, the 

reporting requirement should include the explicit requirement to report on the company’s 

website and at regular public hearing events. 

 

PMF7:  Independent Performance Verification 

In order to be reliable, the reported performance has to be verified by an 

independent party. Resources should be budgeted for hiring such an independent technical 

auditor on a regular basis. Recruitment of the technical auditor should be undertaken in 

such a way that enables the auditor’s independence from the utility’s management. 

 

PMF8:  Performance Evaluation and Rectification 

The culmination of the PMF is not reporting KPI values to the public and 

regulators. Rather, the culmination of the PMF should be a substantive analysis of the 

performance, including evaluation of: 

1. Adequacy of the identified objectives; 

2. Efficacy of performance in terms of CSFs; 

3. Efficacy of performance in terms of KPIs. 

 

A proper evaluation would inevitably identify performance shortfalls, because in 

the real world, perfect performance would be impossible. The objective of the PMF is not 

to achieve perfect performance, but to institute a continuous improvement mechanism 

centred around key performance considerations. The performance does not need to be 

perfect, but it has to improve reasonably and rationally with every reporting cycle. 

Consequently, the most important aspect of the PMF is a panel of stakeholders, where 

performance would be duly analysed, with a formulation of rectification measures and 

further improvement plans. In other words, in order for the PMF to function effectively, 

there should be a platform where key relevant stakeholders could converge for 

performance deliberations after every reported cycle.  

 

PMF9:  Motivation for Performance 

The importance of motivation for performance improvements can hardly be 

overestimated. “The motivated employees’ works best in the interest of the organizations 

which leads them towards growth, prosperity and productivity. Thus the employee 

motivation and organizational effectiveness are directly related.” (Manzoor, 2011)   

Although motivation could be achieved by various means, financial incentives are 

the most common and generic forms of motivation. There are two main ways to introduce 

financial incentives into management of water utilities: 
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1. Profitable public-private partnership (PPP) arrangements; 

2. Incentive-based management contracts. 

 

PPP arrangements are generally more complex and difficult to attain. Management 

contracts with bonus incentives linked to performance improvements are recommended as 

an easier and more practical way of introducing motivation into water utility operations. 

Such management contracts would need: 

a) Other aspects of the PMF in place and operational; 

b) A high level of reliability of input data; 

c) Objective assessment of baseline conditions; 

d) Realistic formulation of performance target values for future periods; 

e) An incentive system linked to attainment and/or exceeding of the targeted 

performance. 

 

PMF10:  Reformed Value Systems 

The PMF is intended for turning nonperforming and unsustainable water utilities in 

developing countries into well performing and sustainable businesses. In undertaking such 

a turnaround, due recognition should be given to the preceding history and embedded 

behavioural patterns. “To gain maximum traction, the PM strategy needs to align with the 

organization’s culture and values, enable the organization’s priorities (e.g., customer focus, 

collaboration), and ideally, contribute to solving key business challenges (e.g., lack of 

agility, deficiency in global competitiveness, inconsistent innovation). In sum, in order to 

realize the outcomes PM promises, it is important to  

 focus on driving the behaviours that matter,  

 fit changes into the larger talent management ecosystem, and  

 ensure that the business case for change is sufficiently compelling to attract and 

sustain the attention that is needed for change to occur.” (Pulakos, Hanson, Arad, 

and Moye, 2015) 

 

Typically, nonperforming utilities have had years or decades of operation in 

dystopian settings, with deep-rooted chronic deficiencies in leadership, care, financial 

resources and other means for survival and fulfilment of duties. Such a history inevitably 

has a degrading effect on work ethics and workplace diligence. Over time, the value 

systems and norms of perception of such utilities evolve to justify and/or tolerate 

workplace nihilism, pervasive laxity and negligence, and broad-based lack of care for 

performance of workplaces and the company at large. 

Better performance of a utility cannot be achieved if the personnel of the utility do 

not start caring strongly about performance improvements. Transformation from the old 

value systems and behavioural patterns to the new ones would not be easy and would not 

take place on its own. Conscientious efforts would be needed to transform the value 

systems, norms of perception, and ultimately behavioural patterns for better performance at 

the utility. In this regard, the following course of action would be required: 

1. Recognizing that value systems, norms of perception, and commonly adopted 

behavioural patterns are highly relevant considerations for improving performance; 

2. Identifying behavioural patterns and the underlying norms of perception which are 

incompatible with the new performance paradigm, such as: 
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a. Corruption and embezzlement; 

b. Lax and negligent performance of duties; 

c. Indifference to the company’s overall performance; 

3. Seeking out, exposing and penalizing behavioural patterns incompatible with 

sound performance. This must be done by a designated team of internal 

controllers; 

4. Establishing and empowering a designated team of internal controllers comprising 

three or more officers for seeking out, exposing and penalizing inefficiencies, 

wastages, thefts, and other counterproductive behavioural patterns. It is extremely 

important to make sure that such a team of internal controllers reports to true 

clients for changes. If the main clients for change are external financiers, then the 

team should report to external financiers, rather than to the management of the 

utility. 

5. Identifying and addressing causes for degradation in work ethics and workplace 

attitudes. If substandard remuneration, shortfalls in training and/or other human 

resource management practices, a defunct workplace environment, paucities in 

workplace equipment and organization, ineffective internal lines of 

communication or other operational circumstances appear to contribute to such 

degradations, they should be explicitly considered by the management, clients for 

change and other relevant stakeholders for effective resolution. 

 

Most importantly, conscientious work on value systems and behavioural patterns 

should be commonly accepted as an indispensable part of work in transforming a 

nonperforming institution into a well performing one. “As Pulakos et al. (2015) have 

highlighted in ‘Step 5. Evaluate,’ it is critical to evaluate any new PM system or 

intervention at an organization with regards to perceptions of value and general attitudes 

from the workforce.” (Roberson, Galvin, and Charles, 2007) (Pulakos, Hanson, Arad, and 

Moye, 2015) 

 

PMF11:  Accounting and Billing MIS 

As previously noted, water utilities are natural monopolies with inelastic demand 

for services and a large number of cash transactions of small amounts. Inherent risks are 

high for misappropriation of collected funds, extortion of excessive amounts from 

customers, and other forms of financial abuse. Such risks are further exacerbated by 

substandard remuneration, typical for financially struggling water utilities, and by a 

pervasive culture of laxity, negligence and corrupt opportunism. The livelihoods of many 

officers in key positions may benefit from corrupt opportunism enabled by system failures 

of a nonperforming institution. Such officers would not be content with reduction in their 

incomes and living standards, which would be inevitable if opportunities for corrupt 

enrichment were eliminated. Naturally, they would resist and sabotage the PMF’s 

implementation, especially if they are afforded discretion in system implementation. 

Ignoring such a resistance would be a grave mistake. 

In order for the PMF to succeed, it is critically important to assume effective 

command of all financial data and records by instituting transparency, accountability and 

traceability over all financial transactions. This can only be done by implementing an 

effectual management information system (MIS) capturing all accounting, billing and 
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collection processes fully and effectively. This is one of the most difficult and technocratic 

parts of the work, because of the need for in-depth expertise in various fields, including 

accounting, internal controls, billing and customer relations, IT and database management, 

and change management. Finding proper resources and budgets for such work is usually a 

major challenge. Therefore, this aspect of the work is often neglected or its importance is 

underestimated. However, proper MIS implementation over accounting and billing 

practices is the most critical success factor in turning a nonperforming utility into a 

sustainable and well performing business.   

 

PMF12:  Asset Management 

As previously noted, urban water utilities have extremely complex and 

multifaceted operations. What is more, they also have a complex and capital-intensive 

asset base, spread across the whole city. Converging the two highly complex 

considerations of performance management and asset management overly complicates 

decision-making and dilutes managerial attention. Segregating the two considerations 

would be advisable, where: 

A) Asset management is assigned to the assets’ ultimate owner, typically a 

municipality; and 

B) Performance management is delegated to the utility’s management. 

 

Apart from more streamlined management processes, such a segregation of asset 

management from performance management would afford the positive externality of 

enabling elements of competition.   

Assets of water utilities are vitally important for the wellbeing of the public and 

thus need to be kept in the public domain. Performance management, on other hand, is 

better handled on a competitive basis. Numerous successful experiences with public-

private partnerships (PPP) in Europe and other advanced market settings suggest that 

performance management could be effectively outsourced to the private sector. 

PMF implementation does not presume immediate adoption of a PPP arrangement, 

but it does entail segregating asset management from performance management in order to 

afford competitive and effective handling of performance by asset owners. 

 

CONCLUSION 

The PMF is a new paradigm for managing water utilities in developing countries. 

It has to be perceived and used based on a holistic approach, with due consideration to 

context and reliability of the reported values. What is more, for the PMF to work, the 

reported performance values have to be subjected to independent verification, public 

deliberations, proper analysis, and rectification and planning considerations. 

Primarily, the PMF is intended as a methodological approach which IFIs and other 

financiers of investments in urban water utilities in developing countries could adopt to 

safeguard repayment of investments. Defining the PMF and breaking it down into the 

operating cycle and the twelve pillars would assist the utility’s financiers by: 

1. Drawing attention to critically important aspects of operations, which otherwise 

may not be apparent to financing officers; 

2. Packaging performance issues into distinct components, which could be explicitly 

considered and formally negotiated within financing arrangements; 
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3. Providing concrete methodological guidance and instructions on how performance 

improvements could be targeted and achieved; 

4. Enabling a common understanding amongst various stakeholders on handling 

performance improvement; 

5. Providing a systematic and orderly approach to the intuitive and loosely defined 

concept of performance management. 

 

Further research and elaboration of the subject matter would be warranted.  

Nonperforming water utilities in developing countries constitute a massive phenomenon 

with dire costs and consequences, especially in terms of excessive mortality and morbidity 

among children.   

The situation can and should be improved by a more orderly, systematic and 

rational approach to performance management of natural monopolies operating in an 

environment with substandard public accountability.   
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ABSTRACT 

The aim of the article is to research the theoretical essence of visual creativity and reveal its 

potential in a modern learning environment. The concept of visual creativity is used in the 

advertising business and in the arts, medicine, marketing, and photography; visual creativity has 

also become essential in many other fields, including education. The research reflects parallels 

between the current business and learning environments because changes have happened not only in 

how information is perceived but also in the learning environment in general. Due to advanced 

technologies, the main function of a school is not to be an information repository, and an educator 

can be compared to an entrepreneur and students to customers.  

The topicality of the research problem is related to the issue that, in many cases in the learning 

environment of schools and universities, visual communication means are used intuitively – in the 

form of illustration, decor or entertaining material – but not as a beneficial form of communication. 

A visually creative learning environment encourages students to communicate in a visually 

noticeable way – using new, original, unique, and creative approaches, thus fostering students’ 

motivation and improving their learning achievements.  

The article reveals the significance of visual creativity in the modern learning environment and 

describes the essence of the concept in a physical, social and informational context in detail.  

The results of the research reveal visual creativity to be a purposeful and deliberate construct in the 

learning environment and indicate further research directions.  

Research method applied: analysis of the scientific literature and resources 

Research questions: 

RQ1: what is the content of visual creativity (components)? 

RQ2: how can visual creativity be constructed in the learning environment?  

Keywords: visual creativity, learning environment, constructing visual creativity, visual 

communication 

Paper type: Conceptual paper  

 
INTRODUCTION 

The contemporary environment has been characterised as the century of the visual 

generation; that is, it has been characterised by the shift from the linguistic approach in 

communication to the visual one and by the dominance of visual technologies. The rapid 

development of technologies and communication has influenced the way young people 

perceive information as well as the way they exchange information on an everyday basis. 

The results of scientific research show that visual language is becoming more popular and 

is spreading in the communication branch as well as in other fields; however, in the 

context of the learning environment, visual communication is rarely addressed and the 

representation of pictures and other visual symbols in schools has not been researched.  
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 The potential of visual communication has been widely researched in the business 

environment because it has always been one of the most popular forms of communication; 

its principles have been researched and they have always been widely acquired by 

entrepreneurs and any other individuals who are interested in the matter or whose job is 

related to the transfer of information in an interesting, inspiring, attractive and clear way. 

Unfortunately, in the academic environment, visual literacy is developed to a lesser extent 

than the literacy of words because it is still regarded as a magic ‘talent’ (Dake, 2016), 

although it is deliberately constructed. It is surprising in a way that these principles on how 

to use visual communication as well as a visually creative approach are not a self-evident 

practice in the learning environment and the educators’ profession in general, where the 

method of transferring information is very essential. Despite the fact that visual 

communication has great potential for promoting students’ motivation to study, its usage in 

the modern learning environment is still unconscious and intuitive. The relationship 

between the usage of visual material and the educational process has rarely been 

researched since it is usually interpreted as the illustration of a text, the decor or 

entertaining material but not as a form of visual communication. 

As in business, the environment plays an essential role in education – it affects the 

product’s quality; it is important whether a student feels comfortable in the classroom, 

what impression the class setup as well as the educator’s appearance leave on the student. 

The study process as a product has become a topical issue in recent years when the rapid 

development of technologies has helped the transfer of information in different and easy 

ways; thus, the educator’s role has changed drastically as well. The spread of different 

features of visual culture and the usage of visual principles in various fields indicate the 

need to research visual circumstances in the learning environment and educators’ ability to 

apply visual communication in the context of modern education.  

Theoretical scientific literature confirms that visual communication is a useful 

and fully constructed form of communication in the learning environment and that its 

realisation is an essential creative competence. The specifics of the learning environment 

define that visual communication at educational establishments not only constitutes posters 

or presentations but must be represented in all the categories of the environment – 

physical, social and informational – including the educator’s appearance, facial 

expressions, classroom setting, objects, etc. Educators have the status of entrepreneurs; 

they have to consider the method of transferring information, which is the added value of 

their service – what are the best methods and approaches in order to help students reach the 

best study achievements. Like entrepreneurs in business, educators must be unique in their 

performance, which includes the subject they teach, their knowledge and their personality. 

  

THE ESSENCE OF VISUAL CREATIVITY  

The concept of creativity has been defined differently in disparate fields of 

science, yet creativity is always associated with creativeness, which includes the categories 

of originality and value. This research questions the essence of creativity in connection 

with its visual manifestations, exploring creativity as a deliberate skill in establishing a 

valuable and original visually perceptible product. 

The concept of visual perception has become topical in the 21st century, when 

the abundance of information, marketing, rush and saturation influence the individual’s 

ability to perceive and sort information; consequently, visual information is becoming very 
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important since it provides the individual with information in a very short time, in contrast 

to audio or kinaesthetic perception (Carey 2008). Visual communication is a widespread 

form of communication that can be found on the street, at home, in a shop, etc. Both 

pictures and their moving forms – video, gifs, etc. – attract people’s attention and offer the 

possibility to share digital messages all over the world, but, unfortunately, visual 

communication has been used very rarely in the learning environment, especially in a 

creative way. Visual communication influences an individual’s perception, emotions, 

behaviour and his/her creative manifestations.  

Visual creativity has been recognised as an essential resource in different fields 

such as medicine, advertisement, business, photography, dance, etc., and it has been given 

a lot of attention, but at the same time it has not been researched in an educational context. 

This chapter discusses the essence of visual creativity, and in order to understand its 

manifestations, visual creativity has been compared to and contrasted with similar 

phenomena such as visual communication and design. In many cases, the terms mentioned 

above are being misused because some of their features overlap, for instance, all of them 

are information carriers that may communicate with a particular group of society. In some 

categories these terms share similar or even the same positions, yet it is very important to 

understand their mutual relevance because their essence and manifestation are different; 

consequently, they cannot be used interchangeably. A comparative description of the 

position of visual creativity and visual communication and design can be found in Table 1.  

 
Table 1  

Comparative description of the position of visual creativity 

 

Comparative description of the position of visual creativity 

 

Categories Visual 

communication 

Design Visual creativity 

It is 

purposefully 

and deliberately 

constructed. 

 

It is constructed 

deliberately (posters) 

as well as 

unintentionally 

(facial expression). 

The design is created 

purposefully (if not, 

then it would be a 

form of art). 

Creativity only exists in 

comparison with ‘the norm’, 

in order to be defined as a 

novelty. Consequently, it is 

purposefully and deliberately 

constructed, although in some 

cases, in the context of a 

particular environment, it can 

form unintentionally. 

 

It contains 

aesthetic 

principles. 

It may or may not 

contain aesthetic 

principles, for 

instance, it is almost 

impossible to 

identify aesthetics in 

some cases of visual 

communication 

(gestures, etc.). 

It contains aesthetic 

principles. The design 

itself combines 

functionality and 

aesthetics, the 

component of 

aesthetics in this case 

ensures the essence of 

the design. 

 

It may or may not contain 

aesthetic principles, because it 

is almost impossible to 

identify the aesthetics in some 

of its manifestations and it is 

possible to construct it 

anaesthetically. 
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It includes 

creative 

processes. 

 

Sometimes but not 

always, for instance, 

facial expressions 

and gestures usually 

are not constructed 

deliberately and are 

not used in a new, 

original way. There 

might be exceptions 

when the 

manifestations of the 

visual 

communication are 

used creatively and 

they correspond to 

the concept of visual 

creativity. 

 

The creation of a 

design contains 

creative processes. 

Visual creativity is the result 

of a creative process. 

It is the 

information 

carrier for a 

particular 

audience (the 

circumstances 

of the 

environment 

define the 

manifestation of 

the 

phenomenon). 

 

It carries 

information that 

might be aimed at a 

particular group. 

It contains particular 

information and 

intends to transfer it to 

a particular group of 

society, including the 

way the information is 

going to be read.  

It is an information carrier and 

a particular environment and 

audience influence it.  

A form of 

communication 

that causes a 

reaction in the 

audience.  

Sometimes it causes 

a reaction in the 

audience, but 

sometimes it is very 

usual and is not 

noticed (gestures). 

The reaction of the 

audience has been 

predicted beforehand 

and purposefully 

directed. However, if 

the design is very 

functional and 

practical, it may be 

unnoticeable and 

consequently it would 

not cause a reaction 

(for instance, a 

comfortable chair). 

 

 

 

 

 

 

Creativity in its essence is 

noticeable and causes a 

reaction because it is different 

from ‘habitual’, so, visual 

creativity, while 

communicating with the 

audience, attracts the 

audience’s attention and 

causes its attitude and 

reaction.  
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It reflects 

society’s 

position, events 

and novelty.  

It expresses 

society’s opinion if 

constructed for this 

purpose.  

Design, similarly to 

art, reflects society’s 

position, events and 

topical issues (for 

instance, the design of 

infrastructure, 

functional design, 

etc.). 

 

It reflects society’s position, 

ideas, events and novelty 

because it has been influenced 

by the circumstances of a 

particular environment; it 

defines what is creative, 

exceptional, original or 

essential in the particular 

environment, yet it is not 

widespread as a form of 

communication because it is 

new and original (in contrast 

to the well-known 

visualization technique). 

 

It can be used 

for a decorative 

purpose as the 

design element.  

Visual 

communication as a 

form of 

communication 

cannot contain only 

an aesthetic function 

since it is based on 

the communicative-

information 

exchange function. 

It can contain only a 

decorative function 

(an object with a 

‘beauty’ function).  

Since a creative product has 

been based on a value 

category, visual creativity can 

contain an aesthetic function if 

it is the aim of a particular 

situation.  

 

Source: Created by the authors 

 
It can be concluded from the comparative description above (Table 1) that visual 

creativity is a distinct, existing phenomenon whose manifestations in some cases may be 

similar to visual communication and design, though its essence is different. Visual 

communication can manifest itself in a creative way and consequently be visual creativity 

at the same time; it may not be creative and deliberate. Visual communication can contain 

the principles of design but not all types of visual communication will include design and 

aesthetics. The design can contain the decorative function but the visual creativity will 

contain it in special exceptional cases, if it is one of its purposes, whereas visual 

communication cannot be only decorative because of its primary function, which is 

communication. The design contains visual creativity if it has been constructed in a 

creative way (new, original, not the one which has been used most often or is the most 

comfortable) and it is the means of visual communication. Visual creativity is a creative 

way of applying visual communication that defines the involvement of creative processes; 

consequently, the categories of originality and value make the manifestation distinct from 

the norm (which creates the possibility to excel, to attract attention). Visual creativity 

contains the principles of design (as well as others), although apart from design thinking, 

creative thinking generates different, new, unprecedented solutions while the design looks 

for an existing solution (which in most cases is the most popular and effective one). 
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THE ROLE OF VISUAL CREATIVITY IN THE MODERN LEARNING 

ENVIRONMENT  
Our modern era is described as “the era of visual generation”, characterised by the 

“linguistic transition to the visual” and the “dominance of visual technology”, but this has 

not been scientifically grounded as of yet and is not connected with the pedagogical 

context. From various scientific studies (Lubart, Sternberg, 1995; Latvijas UNESCO 

Nacionala komiteja, 2001; Black, Harrison, 2002; Sternberg, 2006; Carey, 2008; Bebre, 

2011; Vidnere, 2011, etc.), it can be concluded that visual creativity is necessary for 

building a creative learning environment that fosters students’ learning achievements.  

The rapid development of communication technology in the 21st century has 

expanded the possibilities to offer and receive information visually and it has influenced 

the way young people perceive information (McGough, 2013). The popularity and 

accessibility of social networks allow people to communicate without any restrictions. The 

amount of information also determines the usage of other skills – not only the ability to 

obtain information and memorize it but also to be able to comprehend the main idea, to 

select useful information and to do this in a short period of time. Consequently, students 

are used to perceiving and providing information using less words (lengthy texts are not 

comfortable to read and write) while trying to express a deeper idea. They might use a 

subtext or a picture that creates an emotional background and associations and helps them 

to express an idea with less characters.  

In order to process information, the brain uses any of the five senses, although in 

the learning process three of them dominate: visual, auditory and kinaesthetic perception. 

Visual perception is the most essential of all types of perception since it determines a 

perceiver’s initial processing of information and the formation of associations. It 

influences the formation of the first impression and creates the interest that encourages 

further cognitive processes. Pictures bring a new role to modern communication, which is 

connected with the solutions of new social relationships and functions (Kress, 2003) that 

people and especially students who use modern technologies on an everyday basis face 

regularly. The fast-paced contemporary lifestyle and technological possibilities have put 

the significance of pictures and visualisation on par with the linguistic approach to 

communication. This is nothing new: pictures as the main carriers of information can 

already be found in the Middle Ages – in manuscripts, complicated iconographic paintings, 

etc. – when literacy was low; with the help of pictures information could be transferred to 

people (because of the lack of paper, it was very difficult to save information). The main 

difference is that during the Middle Ages symbols in various colours and shapes were used 

in a very narrow genre (the dominance of religious information) and from a very young 

age people were introduced to the visual language of symbols. In the context of education, 

pictures appeared much later – in the form of illustrations in fairy-tale and poetry books, 

picture books, comics and graphic novels. In the learning environment, visualisation was 

later supplemented by video, films, TV and computer games, although versatile visual 

material as a form of information was still rarely used during the learning process, and 

when it was used, educators very often did not have insight into the principles of visual 

communication.  

Nowadays it is possible to get information anywhere very quickly, but its extent 

considerably exceeds the borders of an individual’s perception; thus, the importance of the 

ability to select information, diagonal reading and visual perception cannot be 
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underestimated. It can be observed that video tutorials, applications and photographs as 

means of transferring information are spreading very quickly since nowadays a picture 

cannot be perceived as an aesthetic entertaining attribute. It transfers information very 

clearly and directly (International Handbook of Innovation Education, 2013). An 

individual is used to using and reading languages unconsciously, although this cannot be 

considered as oral communication, e.g., music, gestures, rhythm, tone of voice, the 

construction of sentence rhythm, manifestations of movement, body language, smell, taste 

and touch. The message is encoded consciously or unconsciously at a very detailed level 

(for instance, we understand very well when our cat wants some food, although it does not 

speak our language).  

Because of the long-lasting age of the linguistic approach to communication 

(starting with book printing), the importance of symbols and pictures diminished 

excessively, while now modern forms of media, technologies, the way of obtaining 

information and communication, marketing, and applied cultural life have re-established 

the relevance of visual intelligence. This means that an individual’s perception has reduced 

to comprehension of flowing, extensive and digital information (Carey, 2008). In order to 

transfer information within the business environment, visual creativity has been widely 

used since only in this way can a large amount of information be attracted and transferred 

to the customer; as is well known, visual and creative information is easier to perceive. In 

the modern learning environment, the knowledge-gaining process can be equated with a 

business product – it must be visually attractive, it must create an emotional link with the 

customer, it must intrigue in order to promote students’ motivation to study and to achieve 

good study results. Like any employer or entrepreneur, modern educators, with the help of 

their appearance, enthusiasm, mood, etc., create a favourable emotional environment for 

employees, students, etc., thus promoting the motivation to work or study. 

In addition to the above mentioned, the significance of a visually creative 

component has been determined by the specifics of modern students’ perception since, due 

to the influence of information’s extent and accessibility, students pay attention to 

information that can be easily and rapidly perceived, that is unique and valuable (the key 

elements of creativity). This is connected with the fact that everyday life for a modern 

young person in the 21st century is related to smartphones and other types of modern 

technologies that are replete with pictures, videos and other visual objects. A wide range of 

visual materials – pictures, videos, photographs, and other visual media – circulate 

continuously via blogs, virtual photo albums, Twitter, YouTube, Instagram, MySpace, etc. 

(Bauman 1998; Castells, 2001). It is evident that communication, creativity and education 

are changing because the traditional usage of reading literacy in communication is 

transforming and these changes are leading to the recognition that nowadays it is 

impossible to use reading literacy as the main form of communication (Gee, Hull, 1996; 

Luke, Carrington, 2002; Kress, 2003). 

Research done by Flewitt (Flewitt, 2006) proves that students communicate 

differently in disparate environments; thus, the difference between the effectiveness of 

perceived information and the load of the will-stimulating function is very remarkable 

because it has been determined by the specifics of a particular environment (home, school, 

outside school). The study process at school usually has been perceived as boring and 

separate from real life because the environment and information exchange there is totally 

different form the one students face outside school.  
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An educator who is responsible for forming the appropriate environment for 

modern students is supposed to consummate his/her visual literacy not only to effectively 

organize the study process and to recognize the visual communication field in the learning 

environment but also to understand the students’ perception and connection with the visual 

concept since a modern individual, starting from his/her early childhood, has been in touch 

with different types of technologies that function using the principle of the visual system; 

thus, he/she applies visual language much better than linguistic language. 

Creativity as a productive process unlike the reproductive processes (information 

transfer, confirmation, and retention) can offer innovative and new results that contribute 

to and determine achievements in many practical fields of life, culture, education, and 

production. Many researchers (Tainena, 2008; de Bono, 2009; Bebre, 2011; Vidnere, 2011, 

etc.) indicate that in order to understand and analyse creativity as a phenomenon, a very 

deep and complex analysis of a particular environment is needed because originality and 

novelty are contrasted with the habitual. In the context of education, this is mainly 

understood as the learning environment at school. The essence of creativity as a 

phenomenon is to generate something new and original and it defines any forms of creative 

manifestations as divisive and connected with the particular environment (because if 

something is new and original in a particular environment, in another environment it might 

be usual and habitual). 

 

THE ESSENCE OF VISUAL CREATIVITY IN THE LEARNING 

ENVIRONMENT  

In scientific literature the learning environment is viewed as a three-dimensional 

interaction between the physical environment, the social environment and the informative 

environment. An individual is an integral part of the environment, which is described by 

the surroundings / external conditions / spatially physical environment (the room, the 

temperature, objects), the social environment (classmates, communication, others’ 

opinions, family values, atmosphere), and the informative environment (different sources 

of information, teaching aids, technical means) (Fig. 1). 

 

Figure 1.  Dimensions of the environment 

Source: Created by the authors 

individual 
Physical  

environment  

Social 

environment 

Informative 

environment 
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The individual is influenced by all three dimensions of the environment and they 

influence each other as well. The dimensions of the environment are all connected – they 

influence each other and are influenced both by the individual and each other. The visual 

manifestations in the learning environment are reflected in all its dimensions. The specifics 

of the learning environment determine that visual communication at an educational 

establishment not only constitutes a poster or a presentation but must include all the 

dimensions of the environment – physical, social and informative; thus, the educators’ 

outfits, facial expressions, classroom settings, etc., are considered as forms of 

communication in the learning environment. Like marketing, communication at an 

educational establishment should be creative, with the ability to effectively address, 

intrigue, attract, and establish a will to explore a specific topic more closely and create 

appropriate associations.  

Based on analyses of scientific literature on the concept of visual creativity, 

educators’ creativity and the learning environment (Kellmer-Pringel, 1979; Cooper, 

McIntyre, 1993; Lubart, Sternberg, 1995; Liegeniece, 1999; Mikelsone, 1999-2000; 

Latvijas UNESCO Nacionala komiteja, 2001; Black, Harrison, 2002; Rudduck, Arnot, 

2003; Qualifications and Curriculum Authority, 2004; Sternberg, 2006; Landau, 2007; 

Carey, 2008; Tainena, 2008; De Bono, 2009; Bebre, 2011; De Bono, 2011; Vidnere, 2011; 

Sumane, 2012; International Handbook of Innovation Education, 2013; Briska, 2014; 

Science Dictionary, 2015;), indicators of visual creativity manifestations have been 

established according to each learning environment dimension – social, physical and 

informative. By integrating the indicators of visual creativity manifestations into the 

specifics of pedagogy, it is possible to analyse, characterise and organise educators’ visual 

creativity by adapting to each criterion a new, original and valuable execution in one or 

more positions in a particular environment of pedagogical activity.  

The informative environment or symbolic system contains the criteria of visual 

creativity: the form of the information source; the content of the information source; and 

the visual design of information.  

The form of the information source as a criterion of visual creativity has been 

characterised by an inspiring, versatile (texts, pictures, three-dimensional models, maps, 

videos, posters, etc.), logical and demonstrative environment. For instance, in a biology 

class where the students are supposed to study the components of a flower, they have been 

offered a real flower and are able to separate the parts of the flower: a pistil, stamens, 

petals.  

The content of the information source in the context of educators’ visual 

creativity can be characterised as the possibility to use posters, books, magazines, the 

internet, a selection of informational content through videos, three-dimensional models, 

etc.; it can also be characterised by versatility, diversity, conciseness, adequacy of age and 

knowledge level and as attractive, explanatory, entertaining, clear and visible. For instance, 

the content can be combined according to marketing principles: an attractive picture, a 

concise, provocative, inspiring headline.  

The visual design of information in the context of educators’ visual creativity in 

the learning environment manifests itself as clear, logical, inspiring without distracting 

details (defects, saturation), aesthetic, and different (memory of colours and forms). It may 

include mappings of pictures, texts and other forms of information; coherence of colours, 
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forms, lines, rhythm and associations; and the usage of signs, symbols and sociograms. An 

important part of the learning environment is the ability to attract students’ attention in 

order to enhance their interest in researching the given topic in depth; thus, in the context 

of design such principles as amazement with the help of colour, form, text, etc. are 

essential. For instance, on the topic of pyramids in culturology, their dimensions (height, 

width, used material, etc.) are reflected using three-dimensional models where appropriate 

colours, textures and other components of the design are applied. 

The physical environment contains such visual indicators as functionality and 

ergonomics; accessibility and visibility; and aesthetics of the physical environment, which 

may be realised in a creative way. 

Functionality and ergonomics in teachers’ visual creativity is reflected in the 

learning environment’s convenience, location, appropriate size, and simplicity, and in the 

adjustability of equipment necessary for work; excessive objects should be eliminated, 

taking into account the factors of pollution and distraction of attention, An example would 

be arranging classroom desks according to the task – the exchange of ideas within a group 

will be more productive if chairs are placed in a circle. 

Availability and visibility in teachers’ visual creativity is reflected in the 

environment of objects necessary for research and creative work. This is the inventory for 

doing the task and for maintenance of the environment, which motivates participation in 

the activity and creates a proper attitude to it; at the same time, the environment should not 

contain many excessive and disturbing objects and there should be easy access to objects 

and a clear system. For instance, a dustbin could be large and bright and placed in a visible 

and constant place, so that its use would not require much time and energy. 

The aesthetics of the physical environment is reflected in the general decoration 

of rooms and objects in the interior (form, colour, size, etc.), the attraction and visual 

correspondence to the subject (atmosphere), and their function. For example, it is not 

advisable to use visually old objects if the aim is to raise students’ interest and make them 

like a particular topic – new books, clean table cleaning cloths, etc. are advised.  

The social environment includes visual indicators: a role model, the influence of 

others and an individual’s place in a team.  

A role model is one of educators’ manifestations of visual creativity, because a 

student has been influenced by the surrounding people, their example and presence, their 

culture, experience, relationship models, behaviour, help, cooperation, conflicts, 

institutions and groups – everything an individual meets in their daily life. The educator 

also influences students (and other individuals) as a representative of a profession, an 

example of a standard of mentoring, gender education and other forms of education, and as 

a creator of alternative conceptions of patterns. Besides this, appearance (tidiness, choice 

of clothes and accessories and suitability, comfort) and behaviour that makes an 

impression serve as a professional example. For instance, in the context of a learning 

environment, the educator demonstrates the attitude of a responsible and educated person 

through appearance (e.g., following the appropriate dress code).  

The influence of others in the educators’ visual creativity is connected with the 

fact that students have high sensitivity in terms of motivation towards the social 

environment; therefore, the educator, in creating appropriate conditions for the visual 

environment, can stimulate or distance students and their attitude towards generally 

accepted norms and stereotypes. The educator can implement this with different visual 
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aids, putting limits on tasks, arranging the classroom, offering a possibility to do individual 

work, planning the content of tasks and information, design, ergonomics, accessibility of 

resources, encouraging communication with other people and students, or encouraging the 

students’ wish to act differently or similarly. For instance, classroom chairs can be 

arranged separately or put together, versatile accessible materials can be provided, and it is 

possible to reduce the number of similar solutions to tasks. 

An individual’s place in a team – a student’s social position and social functions 

(need for love, security, new recognition, responsibility, independence, transparency and 

connection, etc.) are influenced through different environmental visual conditions. The 

limitations of tasks, a class interior, the content of tasks and information, design, 

ergonomics, accessibility of resources and other aspects influence the student’s social 

position, communication with others and mutual influence. For instance, encouraging the 

use of auxiliary means in the task (for example, the students have to split into teams so that 

each has a camera) facilitates students’ cooperation.  

Depending on the particular circumstances and the novelty of a particular 

manifestation (which in some conditions is new, in other conditions may be everyday 

practice), many strategies and programmes can be applied to execute the visual indicators 

in educators’ creative manifestations. Consequently, it can be concluded that educators’ 

visual creativity in the learning environment constitutes the circumstances formed by the 

educator that are perceived by sight (visually detectable) and that are new and 

original, different from the usual ones (creative). As creativity is a process where 

something new and unusual is being devised, it is impossible to provide guidance or define 

what the manifestations of creativity are in a particular branch or environment, although 

the criteria characterize and direct the creativity to be applied purposefully and knowingly 

in the learning environment according to the set study goal.  

 

A MODEL OF VISUAL CREATIVITY CONSTRUCTION IN THE 

LEARNING ENVIRONMENT 

The complexity of the learning environment and the criteria of visual creativity 

indicate that the visual communication faced by students in the learning environment is 

more extensive than the classical understanding of visual communication. The specifics of 

the learning environment define that visual communication in educational establishments 

not only constitutes posters or presentations but must also be represented in all the 

categories of the environment – physical, social and informational; consequently, 

educators’ clothing, facial expressions, classroom setting, objects, etc., are considered as a 

form of communication in the learning environment. As in marketing, communication at 

an educational establishment should be creative, with the ability to effectively address, 

intrigue, attract, and establish the will to explore a specific topic more closely and create 

appropriate associations.  

Furthermore, creativity in the modern world should not be applied as a mythical 

power but as a purposeful action in order to achieve a particular result (de Bono, 2009); 

also, visual communication in the learning environment must be applied in a creative, 

deliberate way to foster a learning environment that is supportive and inspiring for modern 

students. 

In order to use visual communication effectively in the learning environment, 

especially to enhance students’ learning achievements, a purposeful, logical and 
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systematically applied action, aimed at achievements, is needed. Any component of the 

learning environment (a setting, a presentation, the study materials, etc.) can be executed in 

the form of visual communication in all the dimensions of the environment – social, 

physical and informative. On the basis of the scientific literature on the environment, the 

learning environment, visual communication, creativity and visual creativity, (Cooper, 

McIntyre,1993; Lubart, Sternberg, 1995; Bauman, 1998; Bonnici, 1999;  Castells, 2001; 

Black, Harrison, 2002; Luke, Carrington, 2002; Kress, 2003; Rudduck, Arnot, 2003; 

Plucker, Beghetto, 2004; Flewitt, 2006; Sternberg, 2006; Carey, 2008; Sumane, 2012; 

International Handbook of Innovation Education, 2013), a scheme has been created that 

illustrates the course of visual creativity construction (Fig.2). The scheme depicts the 

deliberate and purposeful construction of visual creativity in connection with the indicators 

of learning environment dimensions. 

 

 

 
Figure 2. Visual creativity construction in the learning environment 

Source: Created by the authors 

 
The course of visual creativity construction in the learning environment: 

1. During the first stage, a pedagogic goal is identified and specified that is to be 

achieved by applying visual communication. 

2. The goal determines the content of information that will be transmitted in the course of 

visual communication. It is essential to select the information that is to be used for 

achieving the particular goal in accordance with the age and knowledge level of the 

target audience, and depending on the situation, the following factors must be 

considered: versatility, diversity, conciseness, awareness, etc. 

3. The next stage is the selection of the information format. It is essential to apply 

different information formats in the study process. The format can be either physical or 

virtual, it can be in the form of a text, an article, a picture, a three-dimensional model, 

a map, a video, photography, a sociogram, posters, books, slogans, a whiteboard, 

presentations, magazines, games, activities, puzzles, booklets, etc. Taking into 

consideration the specifics of the learning environment and visual communication, it 
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can be concluded that it is essential to consider four aspects determined by the 

circumstances of a particular environment: 

a. Functionality – the idea of the format, the ability to encourage people to 

operate, logical, corresponding to the idea;  

b. Ergonomics – convenience, location, appropriate size, adjustability of 

equipment necessary for work and the target audience;  

c. Visibility – without extra details and circumstances that would distract 

attention, concise and clear;  

d. Availability – necessary means, their amount, clear principles of location, 

the possibility to fix information.  

4. The next stage in the visual communication construction process is related to the 

design. There are different basic principles of design formation in different design 

branches (for instance, infrastructure design, interior design, clothing design, etc.). 

Every single situation determines the significance of the design component (for 

instance, there is not always a possibility or necessity to use letters or a texture 

display). In the context of the learning environment, the most essential basic 

components of the design are the elements of visual language – the principles of 

colour, letters, forms, pictures, proportions and texture and their mutual interaction: 

Colour is a visual language component that influences a human being, 

encouraging emotions and associations psychologically (red colour creates aggression and 

anxiety), sometimes based on the experience of the particular individual (for instance, if a 

childhood toy was red, the colour might create positive emotions and associations). Also, 

historical as well as modern features in colour symbolism must be considered; for instance, 

the warning colour combination of red and white is outdated nowadays (people are used to 

it) and has been replaced by the combination of yellow and black.  

Letters are one of the basic components of visual communication in handwriting 

or on the computer. The form and style of letters can be old-fashioned, modern, elegant, 

funny, etc., thus creating and intensifying particular emotions and associations. Research 

shows (Bonnici, 1999) that the form of letters influences emotions regardless of the 

associations – the same font may create similar feelings in different people. Also, the 

direction of lines and letters can have such an influence – fractured, stretched out, or 

angular letter forms create dynamic or aggressive feelings while circular letters create a 

sense of tenderness and youthfulness.  

Shape is a design component that is graphically closer to abstraction than a letter. 

Shapes and their combinations create changes in a human being. In the combination of 

shape and colour, a lot of variation is created. If a picture has been transformed into a 

different shape, a different notion of a depicted phenomenon is created (wavy, irregular 

edges / frames create an unserious image, etc.). Ovals, ellipses, and circles create a 

positive, friendly atmosphere; they symbolize marriage, brotherhood, and stability. They 

have traditionally been used to symbolize a feminine context. Triangles and squares are 

usually used to demonstrate balance. They are associated with masculine objects. They 

create a feeling of power, professionalism and effectiveness – this is a characteristic of the 

straight lines and shapes that contain them. A triangle creates associations with power, 

science, religion and law. These principles are used in marketing because a shape 

influences unconscious perception, where associations and symbols create a feeling and 
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idea about the product. Vertical lines create a feeling of aggression, power and 

masculinity; in contrast, horizontal lines create a feeling of unity, peace and silence.  

A picture is a manifestation of visual communication, with its primary function of 

transferring information. A picture is one of the components of visual communication that 

contains all the design components (colour, shape, proportions, texture, etc.). The picture 

that is going to be used is determined by the context (the goal) – a picture of a flower in a 

botanical book will definitely look different from one in a fairy-tale book because it must 

transfer a different kind of information. There are two types of pictures: literal (real) and 

symbolic. For instance, a picture of a rose as a symbol of freedom will be depicted 

differently than a realistic picture in a botanical book.  

Proportions in design influence information reception. These are aesthetic 

principles that come from history – the golden ratio, a square and other harmonic 

proportions. They are essential not only when balancing the object’s size and shape but 

also in their positioning with regard to each other and their background. Also, the 

coordination of written texts and background is important in order to perceive information 

effectively. When the information is being emphasized and isolated from ambient 

conditions, an empty space is necessary. This method is applied in versatile visual 

communication formats – pictures are framed, graphics are usually encircled by a 

passepartout (if the visual information is very detailed and saturated, a wide frame is 

needed). In older manuscripts a wide empty space was left around the text as well as the 

picture; although paper was very expensive, it was very important to follow this ratio.  

Texture is one of the basic design components that characterise the depicted 

object or phenomenon, thus making it independent from the general view. For dimensional 

objects this may entail salience or relief. This makes the object recognizable and closer to 

its real materiality (for instance, a drawing of an orange peel or a drawing of a rusted piece 

of metal). Texture awakens feelings of taste, touch, etc. in the viewer, thus creating a 

particular association. Texture creates a particular mood and includes the following 

factors: haziness, focus, spatiality, shades of saturation, stylistics, etc. Research shows that 

abstract texture may create ideas and feelings as well.  

 

The organization of visual communication in the learning environment can be 

considered as effective if all the above-mentioned stages are executed in order, and it is 

advisable to assess if any of the values of previous stages have been lost during the 

construction process (in order to maintain the component of value, so that it corresponds to 

the stated goal), but this does not necessarily mean that if any of the stages are missing, 

visual communication in the learning environment does not function. The role of a creative 

approach in the execution process cannot be underestimated – the relationship between the 

new, the valuable and the usual – so it is essential to consider the alternatives in every 

stage of the construction process, what is usual and what is original for every particular 

situation (for instance, the way of presenting a subject – it might be worth trying out a 

three-dimensional model rather than a regular presentation).  

While executing the above-mentioned stages with the help of unusual/new 

combinations, methods, and ideas, a manifestation of visual creativity is gained. The result 

is visual (visual communication) and creative because it contains the components of value 

and novelty – valuable (created to reach a particular goal) and new in particular 

circumstances (cannot be named; otherwise, it is not considered as ‘new’). 
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CONCLUSIONS AND DISCUSSION 

The modern learning environment can be compared to the business environment, 

where the learning process is a unique service and educators are responsible for providing 

it. Thus, similarly to entrepreneurs, educators are searching for the most appropriate 

methods to satisfy the needs of a particular audience – to achieve study goals. The learning 

environment, similarly to the business environment, must contain new methods that are 

appropriate for the peculiarities of modern students’ perceptions. The methods and 

strategies must be adapted to the target audience (customers, students); it is not effective to 

follow the old principles since students and the requirements in education have changed 

considerably. It is without question that one of the educator’s tasks is to create an 

appropriate learning environment to promote students’ development and achievement of 

study goals. 

The learning environment determines the interaction of three environmental 

dimensions – social, physical and informative. The characteristic visual indicators of a 

physical environment are functionality and ergonomics; availability and visibility; and 

aesthetics. The characteristic visual indicators of an informative environment are form, 

content and design. The characteristic indicators of a social environment are a role model, 

the influence of others; and an individual’s place in a team.  

Visual creativity is an essential development resource in different industries 

(medicine, business, the arts, etc.) including education. One kind of visual creativity, 

namely visual communication, is used in our modern learning environment. Sometimes 

visual communication is perceived as the simple usage of illustration, decors or 

entertaining materials, but its role in promoting students’ motivation and the creation of an 

aesthetic learning environment is very often underestimated. Visual communication can be 

described as a complicated, multidimensional phenomenon that is deliberately constructed. 

It delivers information to a specific group of people or audience; it causes a cognitive and 

emotional reaction and contains aesthetic principles. The ingredients of visual 

communication include not only visual materials such as colours, lighting, texts, and 

digital effects, but also the educator’s image, their facial expressions, gestures, appearance 

and movements. The visual creativity construction process in the learning environment 

consists of the formation of a deliberate and precise pedagogical goal, the selection of the 

content of transferred information, the choice of information format, and the design. 

Design formation is the last step in the visual creativity construction process, where it is 

very important to choose appropriate basic components of the design of visual language – 

the colour, letters, shapes, proportions and textures and their mutual compatibility.  
The indicators of visual creativity that have been revealed during the theoretical 

research characterise the essence of an educator’s visual creativity and reflect its 

manifestations and options for use in each individual’s activity in different learning 

environments. Any component of the learning environment – room setting, the way of 

presenting a subject, study materials, etc. – can be executed in all environmental 

dimensions: social, physical and informative. 

Further research in the field of visual creativity is necessary in the following 

directions:  

 the connection between students’ learning motivation, self-assessment and visual 

creativity, 



          

Journal of Business Management, 2017, No. 13 

  

ISSN 1691-5348 

 

125 

 

 applicatin of the elements of visual creativity in connection with students’ 

personality and temperament characteristics. 
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ABSTRACT 

The use of e-commerce for sales and promotion of products and services has a positive influence on 

the development of any business. Statistical data show very low usage of e-commerce in the Latvian 

small and medium-sized business sector. The paper presents an analysis of reasons for low usage of 

e-commerce for business development in the SME sector and suggests the most effective methods 

for increasing entrepreneurs’ competence in new technologies in the digital environment. A survey 

of SME management and the analytic hierarchy process method were used in an analysis of the best 

methods to improve the lack of knowledge in this sector and factors influencing decision-making 

for lifelong learning among specialists in the digital environment. The findings of the research show 

that electronic courses in the digital environment with interactive presentations and video files can 

have a positive impact in solving this problem. The research results reveal serious factors 

influencing the decision to study e-commerce: it is the policy of local and central governments and 

European Union institutions. The results of the research have practical significance in improving the 

situation with e-commerce usage for business development in the SME sector. The article contains 

recommendations for involved parties and institutions influencing the process of entrepreneurs’ 

increase in competence to positively accelerate the economic situation. The study offers a new 

perspective on the use of e-commerce solutions. 

Keywords: e-commerce tools, analytic hierarchy process, increase of competence, e-learning, 

entrepreneurs’ skills, business development. 

 

INTRODUCTION 

Usage of electronic commerce and different Internet tools for promotion and sales 

of products and services is not a new topic for discussion. Most entrepreneurs know and 

understand that the newest technologies and solutions can positively influence business 

development. Global statistical data show extreme growth in the amount of sales in the 

electronic environment; the number of companies “born in the web” continues to increase 

and they are succeeding in fields no one would have expected before. New types of e-

business models and ways to communicate with customers and provide services are 

created every day; however, there are still many of companies in traditional business that 

do not use all of these new possibilities to increase their market share or enhance 

communication with existing and potential customers. The infrastructure for e-commerce 

usage in Europe is well developed and EU statistical data show that there are no 

technological obstacles to use all the benefits of e-commerce for business development. An 

analysis of EU statistical data regarding technological infrastructure and Internet access 

shows that Latvia is one of the leaders in development of infrastructure for the electronic 

environment: 82% of inhabitants of Latvia have Internet access and 79% use the Internet 

daily [1]. Latvia has the highest position in the ranking for Internet connectivity; in terms 

of broadband speed, it is a leader not just in the EU but also worldwide [2]. 
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Consumers are adopting new technologies more quickly than ever and any 

company has the potential to use the benefits of the digital environment to develop 

business through new methods of communication with the target audience. 

 

DEFINITION OF THE PROBLEM 

Analysing the development of the digital environment and studying the influence 

of e-commerce on the development of small and medium-sized enterprises in Latvia, the 

author noticed several problems. Latvia has an excellent infrastructure for development of 

the digital environment; it is one of the leaders in the EU and worldwide for broadband 

development with high user activity: 74% of Internet users in Latvia use e-commerce. But 

the situation in the commercial and public sectors is different. Companies in Latvia, 

including micro-enterprises, use the Internet for communication, receiving necessary 

information, and for different public and commercial electronic services. So 96.7% of all 

companies in Latvia use the Internet, but just 63.5% of them have their own websites in the 

digital environment and an even smaller proportion use the digital environment to promote 

products and services and sell them to partners or end users.  

 

 

Figure 1. Amount of sales on the Internet in Latvia in the SME sector 

Source: Central Statistical Bureau of Latvia, 2015 

 
Turnover for this sector is very small, especially for small and micro-enterprises. 

Just 9.1% of small and 14.4% of medium-sized enterprises use e-commerce to sell 

products and services in the digital environment. In the author’s previous research (Gudele 

and Rivza, 2015), the main reasons for disuse of e-commerce in this sector were revealed. 

There are three main reasons: the lack of skills and knowledge about e-commerce, the lack 

of IT specialists for e-commerce usage and the lack of confidence in e-commerce and the 

financial security of data. Several researchers (Shalhoub and Al Casimi (2006), Archer 

(2016) and others) point out that infidelity can be solved with knowledge of the benefits of 

using e-commerce and the elimination of deficiencies.  
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Paul (2017) indicated that the third main factor influencing usage of e-commerce 

at enterprises relates to improvement of security and level of knowledge of technology: 

“The education of consumers is likely to be as daunting as the technical hurdles and will 

take the resources of the major banking and credit card institutions as well as the continued 

efforts of e-vendors to achieve”. 

To improve the situation in usage of e-commerce for business development in the 

SME sector the author offered a set of activities to make the management of companies 

more familiar and confident with work in the digital environment: 

 Education of enterprises’ management and specialists via lifelong learning, 

 Possibility to access study materials in the e-environment, 

 Possibility to use the latest practice from global experience. 

 

The market offers numerous possibilities for study and there are many options for 

acquiring knowledge about e-commerce, different e-commerce tools and methods and 

benefits. E-learning is the online delivery of information for purposes of education, 

training, or knowledge management (Turban et al., 2011). 

Management and specialists from the small and medium-sized business sector 

prefer the option to use distance learning because small companies do not have enough 

resources to replace specialists, and for this reason everyone has to work onsite (Gudele, 

2016). Distant lifelong learning or e-learning offers the possibility to obtain new 

knowledge at the workplace (Alexander, 2006). 

 

METHODOLOGY AND RESEARCH QUESTIONS 

Research objective – to analyse data from expert interviews and find out the best 

method for e-learning in order to organize studies for entrepreneurs in e-commerce usage 

for business development and to find factors influencing decisions to start studies. 

During the research the author tried to find answers to two research questions.  

The first research question was: What are the best materials and methods to 

study regarding e-commerce implementation at enterprises in the digital environment and 

to find the best solution for business development. As the Internet is used by most SME 

sector enterprises in Latvia, everyone has the opportunity to study. For some reason, the 

SME sector does not use this opportunity; therefore, it was necessary to find the factors 

influencing decisions to start studies. For the first research question, experts had to 

evaluate four different types of study materials used in the digital environment and 

compare them with each other, evaluating them on a scale of 1 to 9.  

The second research question was: What are the main factors influencing 

entrepreneurs’ decisions to start using e-learning possibilities to increase knowledge of 

usage of technologies in business development. Experts had to evaluate four factors 

influencing the decision to increase the competence of specialists at enterprises and, 

additionally, study e-commerce using digital materials: the management’s own decision, 

specialists’ influence on management, local or central government-financed and organized 

courses, and EU policy and financing for training. 

The author used logical analysis of literature sources, statistical data analysis and 

the analytic hierarchy process (AHP) method to find answers to the research questions. 

The AHP was utilized to evaluate structured factors more accurately by pairwise 

comparisons (Saaty and Peniwati, 2008) using the opinions of experts. This is a structured 
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technique for organizing and analysing complex decisions based on mathematics and 

psychology. It was developed by Thomas L. Saaty in the 1970s and has been extensively 

studied and refined since then. It has particular application in group decision-making and is 

used around the world in a wide variety of decision situations, in fields such as 

government, business, industry, healthcare, shipbuilding and education. The method for 

gathering primary data was expert interviews. 

 

Nine experts from 3 different levels were asked to participate in interviews to 

evaluate e-learning methods and factors influencing decisions to learn about e-commerce 

usage.  

- SME managers, 

- specialists working at small or medium-sized enterprises, 

- specialists from the e-commerce industry. 

All experts evaluated the importance of given factors on a scale of 1 to 9, 

comparing them with each other depending on the research question, where 1 means no 

influence and 9 means very important, and calculation was done according to Saaty’s 

recommendations. This method is useful when it is necessary to compare several factors 

and evaluate the hierarchy of these factors. 

 

MAIN RESULTS OF THE RESEARCH 

The findings of previous research by Yoon (2016) show that the main factor in e-

learning is content, not technologies or software; therefore, the author continued to explore 

the issue more deeply. During the interviews, specialists provided an evaluation for 4 types 

of e-learning materials that teach entrepreneurs about e-commerce usage for business 

development in the digital environment. Experts had four options for evaluation: simple 

text information, PowerPoint presentations slides, video files and interactive presentations 

including text, video and audio.  

 

 

Figure 2. Most useful types of materials for distance learning 

Source: created by the author, 2017 
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Interactive presentations were considered as the most important and valuable 

materials by all 3 types of experts. The set of text, slides, video and sound received a 

medium evaluation of 0.135 points. Industry representatives, having better knowledge of 

the benefits of interactive tools, gave them the highest evaluation. The second most 

interesting method was considered to be materials presented in video slides, with an 

evaluation of 0.102 points. The least interesting for all experts was simple textual 

information, with an evaluation of just 0.052 points. 

Interviews with representatives of four sectors were conducted to find answers to 

the second research question regarding the main factors influencing the decision to start 

learning about usage of e-commerce for business development: 

- specialists of enterprises understand the lack of knowledge can influence 

management in learning about e-commerce and possibilities to improve internal 

and external processes in sales and communication with customers; 

- management of enterprises can make decisions by themselves if they understand 

the necessity of knowledge; 

- the local or central government is interested in the development of any company, 

especially a micro-enterprise, providing them with knowledge about the possibility 

of business development. They have the means to organize trainings for 

entrepreneurs to improve the business development environment. Any business 

development offers new job vacancies and provides additional tax revenue for the 

central or local budget; 

- EU institutions influence this process with legislation, political programmes and 

financial means since they are interested in strong enterprises which are 

competitive on the global market. 

 

 

 

Figure 3. Factors influencing e-commerce development at micro-enterprises 

Source: data collected by the author, 2017 
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value among all 9 experts was 0.714. This value reflects that EU institutions may influence 

the national business environment with policy and real support, through EU funds, of 

different educational projects and exchange of positive experience. All the experts 

suggested the leadership’s role in decision-making with enterprise managers requiring 

information about possibilities to increase competence and to study new technologies in 

any industry sector. This evaluation had an average score of 0.73. Two other factors 

received a lower evaluation: 0.646 for specialists of companies, how they can influence 

management’s decision to increase competence in e-commerce, and 0.474 for the influence 

of local and central government. Each of these factors reflects different interest in this 

process. Employees of companies were looking for company development to create a 

stable, competitive workplace with a good salary, while local and central government 

institutions were interested in business development processes to increase the number of 

jobs, improve the environment around enterprises, and increase tax revenue.  

 

CONCLUSIONS AND RECOMMENDATIONS 

The author of the paper highlighted the main problems and challenges for SMEs in 

studying e-commerce possibilities for business development. It is possible to use different 

methods for e-learning but the AHP method selected interactive presentations as the most 

effective tool for education of entrepreneurs about benefits and usage of e-commerce for 

business development in the digital environment. As SME sector companies are small, 

employees cannot leave their offices for an extended period to participate in courses and 

attend educational institutions. Therefore, e-learning is the best possibility for increasing 

competence in e-commerce. Different types of institutions – private, municipal and state 

enterprises working in the lifelong learning niche – can use this knowledge to prepare 

study courses for entrepreneurs to increase the level of competence and indirectly 

influence business development, especially in rural areas.  

The target audience relates better to the subject matter if it is presented with a 

broader range of interpretative tools, as in interactive presentations: a mixture of audio, 

video, figures and textual information. Entrepreneurs need knowledge of e-commerce 

possibilities and examples of best practice in using the digital environment for business 

development and increasing the effectiveness of the internal company process. For this 

reason, it is necessary to organize trainings and exchange of e-commerce best practice for 

business development. In this process, the following parties may be involved: the company 

management, local and central governments, and EU institutions. It is necessary to 

organize courses and training for entrepreneurs to enrich the knowledge of e-commerce 

usage and to destroy myths that e-commerce requires special technical skills and is 

expensive. This is the responsibility of both local and central governments. Special training 

programmes and projects financed by EU funds can promote the dissemination of 

knowledge and best experience in this field. Such EU policy may be useful not just in 

Latvia but also in any country where there are problems with e-commerce usage for 

business development. Cooperation among all parties may lead to good results and 

increase the effectiveness of enterprises. The results of the studies may be used by 

management of enterprises and representatives of local and central government and EU 

institutions.   
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