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Organizacija (Journal of Management, Informatics and
Human Resources) is an interdisciplinary peer-reviewed
journal which is open to contributions of high quality, from
any perspective relevant to the organizational phenomena.

The journal is designed to encourage interest in all matters
relating to organizational sciences and is intended to ap-
peal to both the academic and professional community. In
particular, journal publishes original articles that advance
the empirical, theoretical, and methodological understand-
ing of the theories and concepts of management and or-
ganization. The journal welcomes contributions from other
scientific disciplines that encourage new conceptualiza-
tions in organizational theory and management practice.

We welcome different perspectives of analysis, including
the organizations of various sizes and from various branch-
es, units that constitute organizations, and the networks in
which organizations are embedded.

Topics are drawn, but not limited to the following areas:

» organizational theory, management, development,
and organizational behaviour;

* human resources management (such as organization
& employee development, leadership, value creation
through HRM, workplace phenomena etc.);

* managerial and entrepreneurial aspects of education;

* businessinformation systems (such as digital business,
decision support systems, business analytics etc.);

* enterprise engineering (e.g., organizational
design, business process management, enterprise
transformation paradigms etc.);

» papersthat analyse and seek to improve organizational
performance.

Organizacija (Revija za management, informatiko in
Cloveske vire) je interdisciplinarna recenzirana revija, ki
objavlja visoko kakovostne prispevke z vseh vidikov, ki so
pomembni za organizacijske procese in strukture.

Revija je zasnovana tako, da spodbuja zanimanje za
razlicne vidike v zvezi z organizacijskimi vedami in je
namenjena tako akademski kot strokovni skupnosti.
Revija objavlja izvirne ¢lanke, ki spodbujajo empiri¢no,
teoreti¢no in metodolosko razumevanje teorij in konceptov
managementa in organizacije. Pozdravljamo tudi
prispevke iz drugih znanstvenih disciplin, ki spodbujajo
nove koncepte v organizacijski teoriji in praksi. Objavljamo
Clanke, ki analizirajo organiziranost z razli¢nih vidikov, so
usmerjeni na organizacije razlicnih velikosti in iz razli¢nih
sektorjev, na enote, ki sestavljajo organizacije, in na mreze,
v katere so organizacije vpete.

Teme so pokrivajo predvsem naslednja podrogja:

» organizacijska teorija,
organizacijsko vedenje;

upravijanje, razvoj in

* management Cloveskih virov (kot so organizacija in
razvoj zaposlenih, vodenje, ustvarjanje vrednosti
s pomocjo Cloveskih virov, organizacijski pojavi na
delovnem mestu itd.);

« vodstveni in podjetniski vidiki izobrazevanja;

» poslovni informacijski sistemi (kot so digitalno
poslovanje, sistemi za podporo odlocanju, poslovna
analitika itd.);

 podjetniski inzeniring (npr. organizacijsko oblikovanije,
upravljanje poslovnih procesov, paradigme
preoblikovanja podijetij itd.);

e Clanki, ki analizirajo organizacijsko uspeSnost in
prizadevanja za izboljSanje le-te.
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Background and purpose: The hospitality industries need to create benevolent work environment and social ac-
tivities that stimulate frontline service employees (FLESs) innovative behavior. Drawing on social capital theory, this
study aims to examine the influence of workplace friendship on promoting FLES’ innovative service behavior. This
study also examines the mediating role of knowledge sharing process (knowledge collecting and knowledge donat-
ing) on the relationship between workplace friendship and FLES’ innovative service behavior.
Design/Methodology/Approach: For data collection, the convenience sampling method is applied to survey 163
frontline employees in 3- and 4-stars tourist hotels located in Yogyakarta, Indonesia. The present study performed
structural equation modelling (PLS-SEM) software Smart-PLS v3.0 to test the hypotheses.

Results: The result showed that workplace friendship has significant influence on FLES’ innovative service behavior.
Also, this study empirically found that workplace friendship influence FLES’ innovative service behavior directly and
indirectly trough knowledge collecting. Interestingly, knowledge donating has insignificant effect on FLEs innovative
service behavior.

Conclusion: We conclude that workplace friendship could create a favorable work environment that fostering FLEs
innovative service behavior trough knowledge sharing process. Therefore, this research adds to the body of knowl-
edge by pointing out the influence of workplace friendship and knowledge sharing process on FLEs innovative ser-
vice behavior. This present study also provides the human resource practice regarding how to nurturing workplace
friendship that stimulates FLEs innovative work behavior.

Keywords: Frontline service employees, Innovative service behavior, Workplace friendship, Knowledge collecting,
Knowledge donating

rather than narrowly focusing on routine operational work
as a means of building customer experience and loyalty.
They have to capture customers’ needs and capable of im-

1 Introduction

Existing literature focuses on the hospitality industry has

primarily emphasized the critical role of frontline employ-
ees (FLEs) on service performance. Frontline workers in-
teract with the customer personally (Ordanini & Parasur-
aman, 2011) and create impressive guest-host interaction,

proving products and services innovatively. Innovation is
a key competency that helps workers dealing with their
unpredictable novel tasks. Medallia Institute surveyed
frontline employees of hospitality, retail and financial ser-

Received: 20th March 2020; revised: 27th May 2020; accepted: 28th June 2020

185



Organizacija, Volume 53

Research Papers

Issue 3, August 2020

vices companies in the U.S. The result concluded that 56%
of FLE possessing brilliant ideas that could improve their
companies’ practices, and 43% alleged that their insights
could reduce costs of service delivery (Benjamin, 2016).
The Medallia study punctuated FLEs as a wealth of an or-
ganization. The workers dazzling knowledge and intuition
may be used as the organizational think-tank to face the
fast-paced nature of business competition.

Despite the conventional wisdom, there is an ongoing
debate on the importance of fostering innovative behaviors
among frontline employees in service settings. The man-
agement literature highlights the need for business firms to
doggedly foster innovative behaviors among frontline em-
ployees, no matter the cost in order to survive the constant
state of radical transformation (Santos-Vijande et al. 2016;
Engen, & Magnusson, 2015). Recent studies pinpoint the
prominence of nurturing FLEs innovative behavior in ser-
vice organizations. Leaders should encourage their FLEs
to be more innovative (Ozkok et al. 2019; Al-Hawari,
Melhem, & Shamsudin, 2019) to survive the onslaught of
business competition.

In the meantime, pieces of literature revealed the fac-
tors that might inhibit FLEs’ innovative service behavior.
Lack of support from the organization and the absence of
reward for creative behaviors are among the factors that
hinder employees’ innovative service behavior (Yesil &
Hirlak, 2013). Most frontline employees are anxious about
risk, and they are reluctant to propose new ideas at work,
which slows down the service innovation process (Melton
& Hartline, 2010). Addressing this point, managers should
create favorable workplace environments aiming at solv-
ing the obstacles and, in turn, encourage FLEs’ innovative
service behavior.

Past studies have massively explored the antecedents
of FLEs’ innovative service behavior, such as learning
goal orientation (Montani, Odoardi, & Battistelli, 2014),
knowledge sharing (Kim & Lee, 2013), managerial sup-
port (Wynen et al. 2019), leadership (Yidong, & Xinxin,
2013) and social interaction (Michael, Hou, & Fan, 2011).
In this study, we focus on the relationship between work-
place friendship and FLEs innovative service behavior.
The focus of the study is motivated, particularly by the
fact that the research is still reported inconsistent and
inconclusive findings. For instance, Okoe et al. (2018)
examined the relationship between human resource prac-
tice outcomes and service innovation from across service
industries in Ghana. Contrary to previous studies, They
found that the interaction of workplace friendship and
knowledge sharing had no significant effect on service in-
novation. Another study, Maria, Jong, & Zacharias (2017),
also stated that support form colleagues weakened the re-
lationship between job engagement and FLEs innovative
service behavior in the banking and finance sector. This re-
search gap calls for more studies to reinvestigate the corre-
lation between workplace friendship and FLEs innovative
service behavior in different context (Okoe et al., 2018).

186

Testing the model in wider context shall increase the gen-
eralizability of the theory, therefore adds value to the body
of knowledge in the field. This research was conducted in
tourist hotels located in Indonesia. Data released by the
National Bureau of Statistics of Indonesia (BPS) showed
a proliferation of occupancy rates of hotels in Indonesia
by 4,54% in 2019, and approximately 28% of hotel guests
were a foreign tourist. Thus, the following research is nec-
essary to assist professionals in finding the best way to
promote FLEs innovative behavior to face the increasing
complexity oh hotel guests’ demands and to anticipate the
uncertain novel duties of their jobs.

Furthermore, in building a relationship between work-
place friendship and FLEs’ innovative service behavior,
this study posits the role of the knowledge sharing pro-
cess as a mediating variable. The new insight may resolve
the inconclusive findings on workplace friendship-inno-
vation relationship observed in the most relevant litera-
tures. This study provides research contributions in several
primary ways. First, this study extends prior research on
the connection between workplace friendship and FLEs
innovative service behavior. Second, by integrating the
knowledge sharing process, this study has investigated the
underlying process of how workplace friendship leads to
FLEs’ innovative service behavior via knowledge collect-
ing and knowledge donating. Third, this study extended the
generalization of the research model by the context tourist
hotel sector in Indonesia. Finally, the findings of this paper
can bring attention to the tourist hotel’s management in
the case of nurturing the friendly work environment that
increasing FLEs innovative service behavior.

2 Literature Review

2.1 Innovative Service Behavior

Innovative behavior is a form of individual engagement in
the innovation process, including initiative and application
of an idea, product, or procedure (Scot & Bruce, 1994).
Previous studies agreed that innovation is different from
creativity; even some research are often used the terms in-
terchangeably (Farr & Ford, 1990; Scot & Bruce, 1994).
Creativity is a process of creating an idea, while innovative
subsequent provided an idea until an implementation or
application process. Accordingly, creativity is a compo-
nent of innovation. Based on their seminal work, Scot &
Bruce (1994) stated that innovative behavior is viewed as
a multi-stage process that is starting from problem recog-
nition, generating an idea or solution, and seek a coalition
to support the idea. Finally, the last stage is completing the
concept by producing the model or product of innovation.
De Jong & Hartog (2010) developed four distinctive stages
of innovative behavior, namely idea exploration, idea-gen-
erating, idea championing, and idea implementation. First
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stage, idea exploration includes looking for ways to im-
prove current products, services, or processes. Idea gen-
eration is the stage where individuals use their creativity
to create something new and beneficial to the progress of
an organization or company. Idea promotion is the stage
of finding and gathering partners, sponsors, or supporters
of ideas that have been generated. Moreover, the last stage
after idea promotion is idea realization, which includes
implementing or realizing ideas in the work environment.
This study explored the effect of workplace friendship on
innovative service behavior. According to Wang & Hou
(2015), individual innovative behavior strongly depends
on their quality network relationship (e.g., friendship) at
the workplace because this kind of relationship provided
the necessary information, resources, and support which
help an employee to promote and realize their new ideas.

2.2 Workplace Friendship, Knowledge
Sharing Process and Innovative
Service Behavior

Sias & Cahill (1998) have a focus on developing a friend-
ship relationship in the workplace. They found that in-
creasing frequent and intimate interaction in the workplace
shall foster workplace friendship. Berman, West, & Richter
(2002) defined workplace friendship as a non-exclusive re-
lationship at work that involves mutual trust, commitment,
reciprocal liking, and shared interest and values. Morrison
(2004) also mentioned that workplace friendship colored
by voluntary, reciprocal, and equality relationships. Re-
cently, Pillemer & Rothbard (2018) explained four dis-
tinctive characteristics of workplace friendship, namely
informality, voluntary, socio-emotional, communal norms.
The first element, voluntary and informality, means that
friendship among co-workers is not formally initiated by
the organization, and there is a lack of standard (non-hi-
erarchical) in the relationship (Berman, West, & Richter,
2002; Sias et al. 2004). Second, workplace friendship is
characterized by the communal norm and social support.
The main goal of relationship is to provide support among
friends and foster affective and relational wellbeing (Mor-
rison & Cooper-Thomas, 2016). Previous researches have
acknowledge several benefits of workplace friendships,
such as reduced stress, turnover intention, and increased
job satisfaction and organizational commitment (Morri-
son, 2004). Further, workplace friendship has improved
performance (Hsu et al. 2016; Berman, West, & Richter,
2002) and job involvement (Riordan & Griffeth, 1995).
However, several studies also pointed out the negative out-
comes of friendship at work. For instance, negative gossip,
instrumental goal conflict, decreased loyalty, low produc-
tivity, and negative politic in the organization (Song &
Olshfski, 2008; Pillemer & Rothbard, 2018). But overall,
friendship has a beneficial effect on individuals and organ-
izations (Zarankin & Kunkel, 2019). In their study Kratzer,

Leenders & Engelen (2006) assert that human interaction
in the organization was the critical antecedent to innova-
tion. It means that employees’ innovativeness depends
on collaboration among employees (Gottfridsson, 2014).
Besides, workplace friendship, as a social collectiveness,
motivates employees to share ideas and method in order
to solve problems or to generate new products (Faraj &
Wasko, 2001). Thus, we proposed the following hypoth-
esis:

HI: Workplace friendship has a significant influence
on FLEs’ innovative service behavior.

H2: Workplace friendship has a significant influence
on knowledge collecting.

H3: Workplace friendship has a significant influence
on knowledge donating.

2.3 Mediating Role of Knowledge
Sharing Process

Knowledge sharing is defined as a process where individu-
als mutually exchange tacit or explicit knowledge to create
new knowledge (Van Den Hooff & De Ridder’s, 2004).
However, conceptually, terminology of knowledge shar-
ing is often interchangeable with the concept of knowledge
transfer and knowledge exchange (Zheng, 2017). Several
studies have provided clear limitations about the differ-
ences between knowledge sharing and knowledge transfer
in the knowledge management literature (Tangaraja et al.,
2016). Knowledge sharing is a series of actions carried
out by an individual (people to people process) within an
organization member while knowledge transfer is used
primarily to describe the movement of knowledge be-
tween larger entities in the organization, such as between
departments or divisions or organizations themselves.
On the other hand, knowledge exchange is an individual
activity within organizations that do knowledge sharing
and knowledge-seeking (individuals who seek knowledge
from their colleagues) (Paulin & Suneson, 2015).

In this current study, social capital theory was em-
ployed in linking workplace friendship, knowledge shar-
ing process, and innovative service behavior. The concept
of social capital explains the organizational resources that
arose from the interaction between members, involving
knowledge exchange or knowledge management activities
(Nahapiet & Ghoshal, 1998, p. 243). Recent knowledge
management literature has considered social capital as the
main instrument that facilitates knowledge sharing and in-
novation in the organization. For instance, Weerakoon et
al. (2019) investigated the linkage between links between
social capital, opportunity-motivation-abilities, knowl-
edge creation, and innovativeness within R&D teams in
Iran. They found that strength of the ties among the organ-
izational members leads to knowledge creation, and signif-
icantly promoted innovativeness. Another study, Akhavan
& Hosseini (2015), indicated that social capital was asso-
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ciated with knowledge sharing behavior that, in turn, was
significantly related to innovation capability. Past studies
has recognized interpersonal trust as the critical compo-
nent of workplace friendship that motivate employee to
participate in knowledge sharing activity (Sias et al. 2004;
Wau et al. 2009). In this view, this present study analyzed
the role of workplace friendship as the form of social cap-
ital on delivering knowledge sharing process and innova-
tive work behavior in organization.

Knowledge management literature showed that the
knowledge sharing process involve both efforts of bring-
ing and getting knowledge. Ardichvili, Page & Wentling
(2003) noted that knowledge sharing consists of “knowl-
edge supply” and “knowledge demand” while Oldenkamp
(2001) divided knowledge sharing process into ‘“knowl-
edge carrier” and “knowledge requester”. Another study
by Van Den Hooff and De Ridder’s, (2004: 118) proposed
knowledge sharing process as “knowledge donating” and
“knowledge collecting” activity. Knowledge donating is
an activity of communicating intellectual capital to other
colleagues, while knowledge collecting is about strength-
ening colleagues so they can persuade them to share their
intellectual capital.

This study investigates the role of knowledge col-
lecting and knowledge donating as mediating variables
between workplace friendship and FLEs innovative ser-
vice behavior. The nomological validity of the model was
based on the previous research model addressing the ante-
cedents and consequences of innovative service behavior
(Tierney & Farmer, 2002). Akram et al. (2018) mentioned
that these two forms of knowledge sharing have their own
individual standing and effects in the literature. For in-
stance, Kim & Lee (2013) examined the effects of goal
orientation on innovative service behavior with knowledge
sharing as the mediator in a survey on 418 FLEs hotel in
Korea. They found the positive association between learn-
ing goal orientation and innovative service behavior via
knowledge sharing process. In addition, the study indicat-
ed that knowledge collecting is a more reliable predictor
of innovative service behavior. Another study, Kamasak,
and Bulutlar (2009) emphasized that knowledge donat-
ing did not have any impact on innovation. Similarly, Lin
(2007) found a significant positive relationship between
ICT use and knowledge collecting, but no significant re-
lationship with knowledge donating. These different find-
ings revealed that knowledge collecting and knowledge
processing were two distinct types of knowledge sharing
processes that have a different and separated effect in re-
search literature.

Previous studies revealed that knowledge sharing
significantly improve individual innovation, absorptive
capacity, and innovativeness (Yesil & Hirlak, 2013; Hau,
Kim, Lee & Kim, 2013). The success of knowledge shar-
ing process relies on employees who are actively sharing
their knowledge. In the service context, the employee
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who engages in knowledge sharing activity are willingly
to share more information (e.g., customer needs, market
trend) to their colleagues. Astonishingly, a person who
share information are also collect information from coun-
terparts simultaneously. Another attributing factor that
drives knowledge sharing behavior is individual percep-
tions of social interaction within the organization (Intezari,
Pauleen, and Taskin, 2017). Positive perceptions lead to
better sharing acts compared to the negative one. In ad-
dition, the closeness of relationships between individuals,
beliefs, friendship relationships, and informal communica-
tion patterns are factors that encourage individuals to share
knowledge (Janet and Alton, 2013). On the base of above
literature and arguments, we proposed hypothesis:

H4: Knowledge donating have a positive relationship
on the innovative service behavior.

H5: Knowledge collecting have a positive relationship
on the innovative service behavior.

H6: Knowledge donating mediates the relationship
between workplace friendship and innovative service be-
havior.

H7: Knowledge collecting mediates the relationship
between workplace friendship and innovative service be-
havior.

3 Methodology

3.1 Sample and Procedure

The participant of the study were frontline employees of
hotels located in Yogyakarta, one of the provinces with the
most significant growth of creative industries and tourism
in Indonesia. The targeted hotels were located in the vicin-
ity of well-known tourist destinations in the area including
Parangtritis, Malioboro and Keraton. Respondents were
limited to frontline workers of the hotels that deal directly
with customers in their jobs. Thus, included participants
were those in the front office, in charge of room services,
as well as serving food and beverages to the hotel guests.
Before data collection, the research team initially contact
the HR managers in each hotel for permit. Out of fifteen
hotels invited to participate in the survey, three refused to
take part due to their confidential policy. Self-adminis-
tered questionnaires were distributed to frontline employ-
ees via the hotels’ human resource managers. To ensure
valid response, the researchers briefs the hotel managers
on the content of the questionnaires beforehand. Then, the
frontline employees filled in the self-administered ques-
tionnaire immediately under the manager’s supervision.
The length of the data collection was approximately three
months starting from March until June 2019.

According to the above explanation, this study investi-
gated the empirical model as follows:
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This study utilized a convenience sampling method.
This design was employed because not all tourist hotels
provided access to the survey. Moreover, frontline em-
ployees are working in different shifts and different days
that hinder the possibility of involving every employee in
the study. Convenient sampling is among the least chosen
method due to its deficiency in support studies that seek to
generalize the findings. To resolve the deficiency, Landers
& Behrend (2015) proposed that the feature of the sample
and the setting of the study should be provided. In view
of this, we have provided the demographic data of the re-
spondents described as Table 1.

3.2 Measurement and Analyses
Approach

This present study employed self-reported questionnaire
to measure each variable. All of the survey items were
translated from English into Indonesian language using a
method of forwarding and backward translation (Brislin,
1970). The measurement of innovative service behavior
(six items) was a contextualized version of Luoh, Tsaur,
& Tang (2014). Workplace friendship was measured using
a workplace prevalence instrument (six items) developed
by Nielsen, Jex & Adam (2000). Knowledge sharing pro-
cess measurement in this research was used two-dimen-
sional developed by Van Den Hooff and De Ridder (2004);
knowledge donating (three items), and knowledge Collect-

ing (four items) (see table 2). All items were rated from
1 (strongly disagree) to 5 (strongly agree). This research
used Smart PLS to analyze of the hypotheses and testing of
the proposed model. Smart PLS was employed because of
it provide support for research with relatively small sam-
ples. Moreover, Smart PLS is appropriate to build causal
modeling for future testing purposes (Hair et al. 2017).

4 Results

4.1 Demographic Characteristics

The questionnaires were distributed and collected from
225 employees, and 163 were completed and adequately
filled. Thus, the usable response for this study was 72,4%.
The demographic data of the respondents are presented in
Table 1.

As indicated in Table 1, out of 163 respondents, 97 re-
spondents equivalent to 58.90% were males. The major-
ity of the respondents (59.1%) were secondary and high
school graduates while 15.34% were vocational school
holders and 25.15% were possessed bachelor’s degree.
Most of the respondents (38.65%) worked as room service
employees and 38.13% were at the food and beverage de-
partment. According to job tenure, most of the respondents
(30.06%) had work experience between 12-15 years.
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4.2 Measurement Model Evaluation

All minimum requirements are fit with the measurement
model, as illustrated in Table 2. First, this study used a cut-
off value of 0.70 significance for the loading factor of all
items above 0.70. Higher levels of outside loading factors
indicate a higher level of indicator reliability (Hair et al.
2017). Second, all extracted mean values (AVE) exceed
the 0.50 threshold, supporting the convergent validity of
the construct steps. Composite reliability (CR) precisely
explains the convergence and internal consistency of the
developed measures. CR estimates the degree to which
the respective indicators signal the latent construct. The
CR estimates of the latent variables of the present study

ranged from 0.859 to 0.925 (Table 2), which exceeded the
cut-off value of 0.7.Third step, to asses discriminant valid-
ity, we examined by comparing of the square root of the
AVE to each variable relation (Fornell & Larcker, 1981).
The result showed that discriminant validity is established
between two constructs association among indicators and
greater than that between a construct and any other con-
struct (Hair et al. 2012). Cronbach’s alpha coefficients for
the multiple-item workplace friendship, knowledge do-
nating, knowledge collecting, and innovative service be-
havior were 0.807, 0.892, 0.793, and 0.876, respectively,
indicating an acceptable level of reliability.

Table I: Characteristics of respondents (n=163)

Demographic Characteristic Frequency Percentage

Gender
Male 96 58.90%
Female 67 41.10%
Total 163

Education
Secondary and High School 97 59.51%
Vocational school 25 15.34%
University 41 25.15%
Total 163

Hotel Department
Food and Beverage 56 34.36%
Room service 63 38.65%
Frontdesk 44 26.99%
Total 163

Job Tenure (year)
Under 3 3 1.84%
3-5 24 14.72%
6-9 32 19.63%
9-12 40 24.54%
12-15 49 30.06%
above 15 15 9.20%
Total 163
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Table 2: Convergent, Divergent validity, and Reliability

Instrument
Instrument CA CR AVE
1 2 3 4
Workplace friendship (1) 0.807 0.859 0.695 0,834
Knowledge donating (2) 0.892 0.925 0.755 0.603 0,869
Knowledge collecting (3) 0,793 0.864 0.701 0.764 0.486 0,837
Innovative service behavior (4) 0,876 0.890 0.715 0.558 0.108 0.442 0,846

Note: CR, composite reliability; AVE, average variance extracted; CA, cCronbach’s alpha; Values above the diagonal in bold are
squared inter-construct correlations for Fornell-Larcker criterion.

Table 3: Measurement Model Evaluation Result

Factor Measurement Item Mean Standatd Devi- | Factor Load-
ation ing
Workplace WF.1 I have formed strong friendships at work. 3.84 0.52 0.715
Friendship WE.2 I socialize with coworkers outside of the 3.80 0.66 0.738
workplace.
WE.3 I can confide in people at work. 3.85 0.58 0.769
WF.4 I feel I can trust many coworkers a great 3.35 0.87 0.771
deal.
WE.5 Being able to see my coworkers is one 3.45 1.16 0.724
reason why I look forward to my job.
WE.6 I do not feel that anyone I work with is a 3.45 1.01 0.735
true friend. (R)
Knowledge KD.1 When I’ve learned something new, I tell 3.47 0.71 0.879
Donating my colleagues about it.
KD.2 I share information I have with my 3.55 0.84 0.860
colleagues.
KD.3 I think it is important that my colleagues 3.32 0.99 0.876
know what I am doing.
KD.4 I regularly tell my colleagues what I am 3.25 0.98 0.861
doing.
Knowledge KC.1 When I need certain knowledge, I ask 3.97 0.54 0,821
Collecting my colleagues about it
KC.2 I like to be informed of what my col- 3.65 0.65 0,727
leagues know
KC.3 I ask my colleague about their abilities 3.58 0.60 0,775
when I need to learn something
KC.4 When a colleague is good at something, I 3.44 0.77 0,812
ask them to teach me how to do it
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Table 3: Measurement Model Evaluation Result (continues)

Factor Measurement Item Mean | Standard Devi- | Factor Load-
ation ing
Innovative Ser- | ISB.1 I come up with innovative and creative 3.74 0.65 0,705
vice Behavior notions
ISB.2 I try to propose my own creative ideas 3.45 0.70 0,826
and convince others
ISB.3 I seek new service techniques, methods, 3.48 0.58 0,755
or techniques
ISB.4 I provide a suitable plan for developing 3.65 0.75 0.892
new ideas
ISB.5 I try to secure the funding and resources 3.28 0.86 0.813
needed to implement innovations
ISB.6 Overall, I consider my self a creative 3.49 0.74 0.863
member

Note: WFS, workplace friendship; KD, knowledge donating; KC, knowledge collecting; ISB, innovative service behavior.
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¥
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Figure 2: Measurement model
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4.3 Findings

For this study, structural equation modelling using a Par-
tial Least Squares (PLS) was used to test the hypotheses.
Smart PLS 3 Version 2.0 software was used to perform the
analysis.

Table 4 summarizes the results of the best-fit model
and explains the direct and indirect relationship between
exogenous variables and endogenous variables. In hy-
potheses H1, H2, and H3, authors examined the effects of
workplace friendship on knowledge donating, knowledge
collecting, and innovative service behavior. The results
found that workplace friendship had significant effect on
ISB (t=2.074; p=.039), knowledge donating (t=16.379;
p<.001) and knowledge collecting (t= 16.741; p<.001).

Therefore, H1, H2, and H3 were supported. Furthermore,
knowledge collecting was found to positively influence
innovative service behavior (t=5.387; p<.001) and provid-
ing support for H5. However, the result also revealed that
knowledge donating has no significant relationship with
innovative service behavior (t=1.941; p=.053). Thus, H4
was unsupported. Next, according to specific indirect ef-
fect test (Hair et al. 2017), this result showed that knowl-
edge collecting partially mediate the relationship between
workplace friendship and innovative service behavior
(t=1.826; p=.068), providing support for H7. On the other
hand, the mediating effect of knowledge donating was not
significant (t=1.826; p =.068). Consequently, H6 was not
supported.

Table 4: Structural Equation Model Assessment

Variable Original STDEV t-Statistics p -Values Hypothesis
Samples

WES — ISB 0.218 0.105 2.074 0.039* H1: Supported

WEFS — KD 0.706 0.043 16.379 0.000%* H2: Supported

WFS — KC 0.753 0.045 16.741 0.000%* H3: Supported

KD — ISB 0.154 0.079 1.941 0.053 H4: Unsupported

KC — ISB 0.527 0.098 5.387 0.000%* HS5: Supported

Specific Indirect Effect

WFS — KD — ISB 0.147 0.081 1.826 0.068 H6: Unsupported

WEFS — KC — ISB 0.397 0.077 5.164 0.000* H7: Supported

Note: *p <.05; ** p <.001;

STDEYV, standard deviation; WES, workplace friendship; KD, knowledge donating; KC, knowledge collecting; ISB, innovative service

behavior.

5 Discussion and Implications

The research findings have confirmed the critical role of
friendship relations in shaping service innovation. In this
study, workplace friendship found to be the key facilita-
tor in promoting FLEs innovative service behavior. These
findings imply that a friendly work environment has an
essential role in creating innovation opportunities and de-
velop new services. Workplace friendship was also found
a significant influence on both knowledge collecting and
knowledge donating. Social capital theory supports our
findings that when frontline employees build up friend-
ly relations with others, their willingness to share and
collect an idea, information, or method will be stronger.
Further, workplace friendship is provide trust and emo-
tional support. Interpersonal trust encourage more effec-
tive communication, open discussion and understanding
work- related problems. Therefore, workplace friendship
motivates frontline employees to work collectively in the

problem-solving process. When frontline employees see
each other as real friends, they will voluntarily share ideas
to find a solution to the problems.

Our study also empirically indicated that knowledge
collecting has a mediating effect on the relationship be-
tween workplace friendship and FLEs’ innovative service
behavior. Friendship at work provides opportunities for
frontline employees to learn and gather valuable infor-
mation from coworkers; for example, various customer
characteristics and customer complaints on hotel services,
which is vital for service encounter innovation. Despite
the significant effect of knowledge collecting, this study
concluded that knowledge donating was not related to
FLEs innovative service behavior. This study is partially
in line with previous studies that empirically found knowl-
edge collecting as a better contributor in facilitating the
employee innovative work behavior (Akram et al. 2018;
Hussein et al. 2016; Kamasak & Bulutlar, 2009). However,
regarding this inconsistent findings, we should not rule out
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the possible impact of inadequate sample size that invari-
ably introduces errors into the final findings (Schoemann,
Boulton & Short, 2017)

This study provides several implications for both hos-
pitality management and theoretical development. First,
hotel managers should consider workplace friendship
as a rewarding tool for increasing FLEs> innovative ser-
vice behavior. Hence, as a way of improving workplace
friendship, the manager ought to provide an opportunity
for employees to socialize with others in a more pleasant
environment, for example, comfortable face to face meet-
ings and informal briefing before starting up their work.
Furthermore, hotel managers should consider social activ-
ities that improve collective intelligence by strengthen the
interpersonal trust and emotional connection among cow-
orkers. Second, it implies that FLEs experiencing good
quality workplace friendship are more likely to involve in
the knowledge collecting and, in turn, trigger higher in-
novative service work behavior. Thus, managers should
consider the mechanism to accelerate the implementation
of knowledge sharing collecting process. For instance,
managers ought to develop a flexible and build openness
knowledge-sharing climate that enable FLEs to collect in-
formations or experinces and also they can learn service
delivery from others. This strategy can enlarge employees’
knowledge repository which is critial for idea generating
on innovation service process.

The third implication, this study theoretically contrib-
utes to the social capital literature by enriching the model
that predicts innovative service behavior. This research is
among the first that attempt to integrate the association
among workplace friendship, knowledge sharing process,
and innovative service behavior in hospitality service lit-
erature. This study also advances previous research by ex-
amining two distinctive dimensions of knowledge sharing
(knowledge donating and knowledge donating) related
to innovative service behavior. However, we have over-
looked to capture possible interaction between knowledge
donating and knowledge collecting. Therefore, these find-
ings open the doors for further research to investigate the
nature of knowledge sharing process related to innovative
service behavior.

5.1 Conclusion, Limitation and Future
Research

This study concludes the importance of workplace friend-
ship to encourage FLEs’ innovative service behavior.
Workplace friendship promotes a friendly work environ-
ment that becomes a trigger for collective intelligence in
knowledge sharing behavior. Workplace friendship also
provides favorable interaction among FLEs that positively
nurturing innovative service behavior trough the knowl-
edge collecting process. However, this research has sev-
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eral limitations and suggestions for future research. First,
the sample size was relatively small. A larger sample is
suggested to provide a more accurate, precise, and com-
prehensive result. Second, the limitation of this study is
related to the use of a convenience sampling method. We
suggested a probability sampling method in order to lev-
erage the generalization of findings. Third, it would be in-
teresting to replicate this study in a longitudinal method to
understand the cause and effect relationship. In addition,
a longitudinal study helps scholars discovering factors to
sustain workplace friendship, knowledge sharing, and in-
novative service behavior relationships. Fourth, this study
only focuses on the mediating effect of knowledge donat-
ing and knowledge collecting on innovative service behav-
ior. However, we suggest the extensive research to investi-
gate the possible interaction between knowledge donating
and knowledge collecting. Fifth, this study only concen-
trated on frontline employees within the hotel service sec-
tor. Future research could extend the investigation to dif-
ferent industries to obtain a broader generalization of the
study. Moreover, this research was conducted in Indonesia,
a developing country with specific cultural features, future
research should reinvestigate this current model in various
settings (e.g., European or western countries) to reveal any
differences or similarities from the present study.
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Spodbujanje inovativnega vedenja usluzbencev, ki delajo neposredno s strankami: vioga prijateljstva in
izmenjave znanja na delovhem mestu

Ozadje in namen: Gostinstvo zahteva takSno delovno okolje in socialne dejavnosti, da spodbujajo inovativ-
no vedenje zaposlenih, ki delajo neposredno s strankami (Front Line Employees - FLE). Namen te Studije je na
osnovi teorije socialnega kapitala preuciti vpliv prijateljstva na delovhem mestu na spodbujanje inovativne-
ga vedenja zaposlenih FLE. Studija preucuje tudi posredovalno vlogo procesa izmenjave znanja (zbiranje in
dajanje znanja) na povezavi med prijateljstvom na delovhem mestu in inovativnim vedenjem zaposlenih (FLE).
Metodologija: Za zbiranje podatkov smo uporabili metodo vzorCenja in anketirali 163 zaposlenih v ho-
telih s tremi in Stirimi zvezdicami v mestu Yogyakarta v Indoneziji. Za statisticno obdelavo zbranih po-
datkov smo uporabili programsko opremo za modeliranje strukturnin enacb (PLS-SEM) Smart-PLS v3.0.
Rezultati: Prijateljstvo na delovhem mestu pomembno vpliva na inovativho vedenje zaposlenih, ki delajo ne-
posredno s strankami (FLE). Poleg tega je raziskava empiri€no ugotovila, da prijateljstvo na delovnem mes-
tu neposredno in posredno, preko zbiranja znanja, vpliva na inovativno vedenje zaposlenih. Zanimivo je, da da-
rovanje znanja nepomembno vpliva na inovativno vedenje zaposlenih, ki delajo neposredno s strankami (FLE).
Zakljucéek: Sklepamo, da bi prijateljstvo na delovnem mestu lahko ustvarilo ugodno delovno okolje, ki bi spodbudilo
inovativno vedenje zaposlenih prek postopka izmenjave znanja. S tem raziskava prispeva k poznavanju vpliva prija-
teljstva na delovhem mestu in izmenjave znanja na inovativno vedenje zaposlenih. Studija predlaga tudi kadrovsko
prakso glede negovanja prijateljstva na delovnem mestu, ki spodbuja inovativno delovno vedenje zaposlenih.

Kljucne besede: Inovativno vedenje storitev FLE, Prijateljstvo na delovnem mestu, Zbiranje znanja, Dajanje znanja.
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Background and Purpose: The sustainability projected into Corporate Social Responsibility (CSR) is pivotal for
luxury fashion businesses and they heavily refer to it. However, do their front-line employees follow this trend? To
achieve an effective and efficient CSR, the front-line employees have to share the CSR perception advanced by their
businesses. The main objective of the study is to discover, critically assess and compare the CSR perception of the
front-line employees of the top luxury fashion industry businesses located in Prague, Czech Republic.
Design/Methodology/Approach: An investigative case study of the CSR approach of such employees of all ten top
luxury fashion businesses in Prague is performed while using a holistic Meta-Analysis, a manual Delphi method and
three rounds of interviews, along with mystery shopping techniques.

Results: The heterogenous conglomerate of data reveals: (i) problematic awareness of these employees, (ii) their
ignorance of the legal setting, (iii) an imbalance and preferential focus, along with ignorance of certain CSR catego-
ries, (iv) direct and indirect contradictions and (v) a preoccupation with the fur issue.

Conclusions: This alarming inconsistencies and ambiguity have strong implications for both science and practice,
they call for more studies, a deeper understanding of causes and a prompt correction in order to make the CSR
perception of these important inside stakeholders be in line with expectations.

Keywords: Corporate Social Responsibility (CSR), EU law, Luxury fashion, Sustainability.

uments: (i) the Report of the World Commission on Envi-
ronment and Development; Report: Our Common Future
prepared by the Brundtland Commission, published as
the UN Annex to document A/42/427 in 1987 (“Brundt-
land Report 1987”) and (ii) the Resolution made during
a historic UN Summit in September 2015 and entitled

1 Introduction

The concept of sustainability emerged in the context of the
economic globalization, dominated by more productivity,
as well as social and ecological damage (Schiiz, 2012). It
reflects the value judgments about justice in the distribu-

tion and use of resources and rests on three pillars: eco-
nomic (profit), environmental (planet) and social (people)
dimension‘s continuity (MacGregor Pelikanova, 2019a).
The leading force behind this newly launched trend were
the United Nations (UN) which issued two milestone doc-

Transforming our world: the 2030 Agenda for Sustainable
development (“UN Agenda 2030), which brought with it
the 17 Sustainable Development Goals (“SDGs”) and 169
associated targets. These two documents are the outcome
of International Law and are not per se enforceable vis-a-
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vis businesses (MacGregor Pelikdnova, 2019a).

The initial focus on sustainability has been progres-
sively paralleled by corporate responsibility concerns
(MacGregor Pelikanova, 2019a). Indeed, the original dis-
tinction between (i) sustainability in the narrow sense, with
rather systematic and visionary features and designed for
soft law and self-regulation, and (ii) corporate responsibil-
ity, with rather normative and moral features and designed
for national law regulation, have converged in Corporate
Social Responsibility (“CSR*) (Bansal & Song, 2017).

For the EU and EU member states, sustainability in
the large sense represents a current multi-stakeholder re-
lationship of virtually all members of society and even the
society itself. Although the resulting CSR is only partially
covered by mandatory EU law provisions and national law
provisions (MacGregor Pelikanova, 2019b), the CSR that
came of this represents a transparent dialogue and inter-
action between businesses and other stakeholders which
should be materialized, among others, by publicly avail-
able financial reporting and non-financial reporting, i.e.
CSR reporting (MacGregor Pelikdnova, R. & MacGregor,
2017).

There are extensive studies about the (lack of) CSR
and CSR reporting progress in the automotive (MacGre-
gor Pelikdnova, 2019a), food (Haski-Leventhal, 2018),
agricultural (Vveinhardt et al, 2019) and other industries
(Sroka & Szanto, 2018).

Sustainability is a central challenge of the fashion
industry (Cerchia & Piccolo, 2019). For luxury fashion
businesses, the key values and competitive advantage de-
terminants are linked to their luxury brands protected as
trademarks (MacGregor Pelikdnova & MacGregor, 2019)
and other Intellectual Property (,,IP*) assets (MacGregor
Pelikanova, 2019c¢). Such brands represent scarcity, exclu-
sivity and overflowing resources pointed to the top goals
and priorities, such as CSR. They perfectly match the con-
cept of a competitive advantage with a competitive target
while engaging in ,,capturing the core and broadening
without diluting” (Moon et al, 2014). So, they desperately
need to come across as standing up for CSR and as able to
afford CSR, at least based on the expectations of their cus-
tomers (Olsanova et al., 2018) and their potential investors
(Morgan Stanley, 2017). Consequently, their commitment
to CSR needs to be effectively and efficiently conveyed
on all levels, including the bottom. However, what is the
reality? How do front-line employees of luxury fashion
businesses perceive CSR? Does their perception of the
CSR match the indicated expectations of luxury fashion
customers and investors?

This logically leads to the need to perform a deep mi-
cro-case study about the CSR perception of these inside
stakeholders — front-line employees. Consequently, the
main objective is to discover, critically assess and com-
pare the CSR perception of the front-line employees of
the top luxury fashion industry businesses in Prague. In
order to address this pioneering objective, after the Liter-

ature and Legislative Review (2.), Data and Methods (3.)
needs to be discussed and this should be followed up by an
engagement with explicit and implied CSR statements col-
lected through the pioneering micro-case study performed
in Pafizska regarding top luxury fashion businesses. Thus,
Research findings and Discussion address interviews
(4.1.), the observations gained via mystery shopping tech-
niques (4.2.) and the comparison of the implied informa-
tion (4.3.). The presented data and arguments culminate in
the Conclusion (5.) which points to an unbalanced CSR
perception of these internal stakeholders and a fragmen-
tation that ultimately has a negative impact for society.
Therefore, the reasons for this heterogeneity need to be
understood and overcome.

2 Literature and Legislative Review

Both the concept of sustainability and CSR have grown
with globalization, and the apparently unrestricted growth
in the power of corporations has led to the proposition that
global companies, as powerful economic, social and polit-
ical actors, must increasingly be brought within the law’s
domain (Bunn, 2004). CSR is about the all-encompassing
responsibility towards society, i.e. addressing all three sus-
tainability pillars (Ol$anova et al, 2018). CSR principles
are a demonstration of moral obligations of the given busi-
ness towards the entire society and this goes way beyond
the mere concept of profit maximization. CSR emerged
originally rather as an “ethical responsibility” than a “legal
liability” and represented virtue ethics, utilitarian ethics,
and deontological ethics (Schiiz, 2012). Responsibility, as
such, has Latin roots, see “respondere”, and means that
someone has to answer for the effects caused by him to an
authority and this authority evaluates its damages (Schiiz,
2012). If this regime is incorporated into the legal system
and this authority is a judge, we deal with a special type of
responsibility called ‘liability’.

States have demonstrated various approaches to sus-
tainability and accordingly have “delegated” some CSR
tasks and duties to stakeholders, including businesses
(MacGregor Pelikanova, 2019a). Therefore, CSR goes
through a process of progression from none, to an over
facultative one, to a mandatory regime (MacGregor Pe-
likanova, 2019a). Currently, CSR consists of many types
of social responsibility: economic, legal, ethical, etc.
(Sroka & Szanto, 2018), i.e. it is a set of duties to adhere to
in a certain manner because it is either morally or legally
right or at least expected (MacGregor Pelikdnova, 2019a).
Herein, the movement from the soft sphere of ethics to the
hard sphere of law with regard to what is to be, depends
upon the jurisdiction.

The EU motto is “united in diversity” and the under-
lying idea is “Europe can succeed if it acts collectively, as
a Union”, especially regarding CSR, which is a dialogue
and interaction between businesses, corporations and their
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stakeholders (MacGregor Pelikanova, 2017) that enjoys
full EU endorsement via policy support (Sebestova et al,
2018). The primary EU law, especially the Treaty on the
Functioning of the EU (“TFEU”) underlines the social and
environmental dimensions (Polcyn et al, 2019), along with
the economic dimension of life (MacGregor Pelikanova
& MacGregor, 2018). Secondary sources, such as Regu-
lations and Directives, and supplementary sources, must
be in-compliance with primary sources, while carrying on
strategic priorities (Piekarczyk, 2016). Regarding CSR,
they include predominantly general and special Directives
(MacGregor & MacGregor Pelikanova, 2019), such as Di-
rective 2013/34/EU of 26 June 2013 on annual financial
statements and consolidated financial statements, as well
as Directive (EU) 2017/1132 of 14 June 2017 relating to
certain aspects of company law. EU and EU law priorities,
targets and flagship initiatives are intra-related and argu-
ably develop technological potentials (Balcerzak, 2016),
recognize the R&D and IP impact on competitiveness
(Marceta & Bojnec, 2020), the awareness and commitment
with respect to CSR (MacGregor Pelikdnova, 2018) and
ephemeral philosophical-economical categories of ethics
and fairness (Sroka & Ldrinczy, 2015). However, the ul-
timate choice remains up to European businesses, in how
much they would go for CSR and report about it. They do
not exhibit a unified trend, i.e. for some, their commitment
towards sustainability via CSR is a mere imposed duty and
a negative burden, while for other businesses, CSR is a ve-
hicle for improvement in all three spheres of sustainability
(economic, environmental and social) and an instrument to
improve their own financial performance (Rodriguez-Fer-
nandez, 2016).

Arguably, in the 21st century EU, business ethics is re-
garded as a significant factor influencing the success and
profits of modern businesses (Sroka & Lorinczy, 2015).
The related CSR represents the recognition of shared value
policies and principles and aims at “a more sophisticat-
ed from of capitalism® (Porter & Kramer, 2011). Conse-
quently, if a business wants to be perceived as reliable and
attract not only customers, but as well, employees, busi-
ness partners and investors, it should demonstrate a high
level of institutionalization of sustainable and ethical prin-
ciples and practices (Sroka & Szanto, 2018) and engage
in a proper communication of the same externally and
internally (Szanto, 2018). These arguments are covered
by the stakeholder theory that proposes that the business
engagement with CSR implies (at least indirectly) value
creation through improvement of the business’s reputation
(Gallardo-Vazquez et al, 2019) and branding (Osei-Tutu,
2019) and ultimately an increase in market share (Ting et
al, 2019) and enhanced financial performance (Rowley &
Berman, 2000). The originally simplistic CSR, thus, be-
comes strategic CSR and the evolution phases are: CSR
cultural reluctance, CSR cultural grasp and CSR cultural
embedment (Olsanova et al, 2018).

However, there are also some opponents of the overly
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positive CSR perception in the EU (Chwistecka-Dudek,
2016). They refer to traditional theories, are more scep-
tical, point to limitations due to possible agency conflicts
between managers, shareholders, environmental activists,
etc., and underline that resource allocation due to CSR,
especially for social goals, may add to the costs, and, con-
sequently, prevent profit maximization (Friedman, 2007).
Pursuant to this, businesses should not automatically jump
to the conclusion that more CSR and more CSR report-
ing must lead to an ultimate and global success. Several
studies documented the negative impact of CSR activities
and spending by indicating that CSR practices can gen-
erate unnecessary costs, cripple financial results (Barnett,
2007) and thus undermine competitive advantage (Scherer
& Palazzo, 2011).

Regardless of all these discourses, all modern busi-
nesses need to reconcile the profitability, growth and so-
cial relationships, i.e. CSR cannot be totally avoided and,
according to the prevailing opinion stream, positively im-
pacts financial performance (Ting et al, 2019). Each and
every business in the EU must make a choice and imple-
ment it consistently.

The sphere of the luxury fashion industry is well suited
to be a prima facia great platform for a CSR engagement by
all stakeholders. The term “luxus” has a double meaning:
it positively connotes such concepts as beauty, prestige,
and power, but also implies excessive and ostentatious
displays of wealth (Kapferer, 2012). The fashion luxury
industry was traditionally linked to the allure of a limited
access, heritage, sophistication, high desirability, excellent
quality, high price and the extraordinary (OlSanova et al,
2018). It has also been associated with concepts like exces-
sive consumerism, extremely high costs, elitism, opulence
or guilty pleasures (Deloitte, 2019). However, recently it
seems that two new luxury fashion customer groups have
appeared — the HENRYs (High-Earners-Not—Rich-Yet)
and youngsters (Millennials and Gen Z) (Deloitte, 2019;
Dabija et al, 2019). Customers from these two groups, and
perhaps even other customers, check online CSR reports,
as well as the CSR direct manifestation in these shops, and
they search for demonstrations of “their* ethical and moral
values. Naturally, only motivated and committed internal
stakeholders can extend these values and lead to satisfied
business partners and customers.

In today’s EU, luxury fashion businesses opted for a
strong CSR commitment and their owners” and top-man-
agement statements explicitly confirm a developed pro-
CSR perception while addressing the mentioned expected
values (OlSanova et al, 2018). Obviously, this pro-CSR
strategy can be effective and efficient only if all internal
stakeholders share it (Bunn, 2004). Properly tailored CSR
practices can be cost effective (Osei-Tutu, 2019) only if in-
ternal stakeholders know about them, agree upon them and
consistently inform others about them in a unified man-
ner (Ikram et al, 2019). Since the sustainability drive is
strongly culturally influenced, it is pivotal to reconcile the
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CSR perception by all internal stakeholders (Burksiene et

al, 2018) regarding CSR categories. These categories are

indirectly implied by the EU law on non-financial (CSR)

reporting, especially Directive 2013/34/EU as updated,

and have been recently established by academia (MacGre-

gor Pelikdnova, 2019a):

e environment protection (MacGregor Pelikanova,
2019a),

* employee matters (Dvoulety, 2017),

* social matters and community concerns (Mallin,
2018),

»  respect for human rights (Osei-Tutu, 2019),

e anti-corruption and bribery matters (Sroka & Szanto,
2018) and

e R&D activities (Marceta & Bojnec, 2020).

However, there is a lack of studies about the reality and
dynamics of these internal CSR perceptions. Namely, there
are basically no studies about the CSR perception of front-
line employees of luxury fashion businesses. This situation
is amazing because these businesses rely much more on
face-to-face interaction than do anonymous online sales,
and their ambassadors vis-a-vis customers - their front-line
employees - play a critical role with respect to the consist-
ency and ultimately effectiveness and efficiency of their
pro-CSR perception.

3 Data and Methods

The data and methods used in this paper are determined by
the main objective, which is, via an investigation, to dis-
cover, critically assess, and compare the CSR perception
of front-line employees of the top luxury fashion industry
businesses in the Czech Republic. Specifically, it is about
obtaining direct and indirect information about CSR per-
ceptions conveyed by the employees facing customers in
Parizska street in Prague. This case study is based upon a
research of predominantly primary data and the processing
of such by methods that are both critical and comparative
(Yin, 2008). It allows for retaining the holistic and mean-
ingful characteristics of real-life events (Yin, 2008). The
parameters were obvious, i.e. the case study included all
businesses located in Prague‘s “Luxury Fashion Street”,
AKA “Prague’s 5th Avenue”, which sell luxury clothing
brands and specifically, leather handbags. The criterion of
leather handbags is used because they are indicators and/
or the “engine that drives luxury brands today” (Han et al,
2010). The primary data about the statements of the em-
ployees was directly obtained by interviews and indirectly
by mystery shopping techniques. Each interview had two
parts — structured (posing four questions) and unstructured
(invitation for providing further information about prod-
ucts, brand and CSR). Namely, each of these front-line
employees was asked to show a woman'’s leather bag size

A4 and to explain (i) the product’s material and functional
advantages, (ii) its brand advantages, (iii) business rela-
tion to CSR and (iv) the employee’s knowledge about CSR
regulations. They were then induced to provide any other
relevant CSR information. Mystery shopping techniques,
i.e. mystery consumer methods and techniques (Osterweil,
2012), included observations of CSR positive and nega-
tive indices, such as social (un)friendliness (co-operation,
competition and arrogancy between employees and vis-a-
vis customers), environment (un)friendliness of the shop
setting (used materials, light fixtures, etc.) and packaging
material (recycling, etc.), concept design and human inter-
action. Table 1 lists those businesses examined by the case
study, which are all businesses meeting the set require-
ments (luxury fashion — leather bags), i.e. no business was
omitted and hence the list is exhaustive.

The authors have been consistently litigating for the
use of the qualitative analysis (Vourvachis & Woodward,
2015) and the holistic Delphi method for CSR studies
(MacGregor Pelikanova, 2019a). Consequently, even
this case study builds upon a rather qualitative holistic
manual Delphi method (Okoli & Pawlowski, 2004) with
rankings done by three experts with economics and law
backgrounds and CSR knowledge (due to the GDPR and
privacy issues, only the initials of these three experts are
provided: EDC, LM, ZUP) and in addition all of them have
already purchased these types of luxury products and were
open to purchase them again, i.e. they were “real”. The
ranking was done by each of them independently with the
same weight. They did both interviews and mystery shop-
ping observations and classified the yielded information
about each of the six CSR categories with (+) or (++) or
(+++). Information implying ignorance of, or a disregard
for CSR got (0), while information implying a general and
weak CSR perception got (+), deeper and more specific
CSR information netted (++) and genuine and excellent
CSR information got (+++). These interviews and mys-
tery shopping observations were done in three rounds and,
pursuant to the holistic manual Delphi method, generated
ranking and notes whereby these three experts compared,
discussed and readjusted. Hence, each of these top 10 lux-
ury fashion businesses in Patizska was visited three times
in December 2019 (each time by a different expert of these
three), i.e. in total - 30 visits. During their visits, the mys-
tery shoppers performed the above described interviews
with both a structured (4 questions) and a non-structured
part to extract direct indices about the CSR perceptions of
front-line employees, and mystery shopping observation
to extract indirect indices. Involved front-line employees
shared slightly different cultural backgrounds (Czech, Slo-
vak, Russian), which could originally impact their sustain-
ability and CSR perceptions (Burksiene et al., 2018). Since
these employees provided the interviewing experts with
documents (e.g. marketing leaflets shown and discussed
by employees), qualitative content text analysis (Kuckartz,
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Table 1: Case Study — Six luxury fashion business groups and their ten top businesses

Revenue in 2018
Group Business Origin
(bil EUR)

LVMH Louis Vuitton 1854, Paris 46.8
LVMH Christian Dior 1945, Paris 46.8
LVMH Fendi 1925, Rome 46.8
LVMH Bulgari 1884, Rome 46.8
Kering Gucci 1921, Florence 4.65
Kering Bottega Veneta 1966, Vicenza 4.65
Prada Prada 1913, Milan 3.14
Dolce Gabanna Dolce Gabanna 1982, Milan 1.29
Tod’s Tod’s 1920, St.Elpid. 0.96
Furla Furla 1927, Bologna 0.58

Source: Prepared by the authors and based on their field searches performed in December 2019.

2014) was marginally used as well (Krippendorft, 2013).

This framework and employment of both intrinsic and
extrinsic evidence and direct and indirect indices facili-
tates a holistic processing that reveals possible trends. Its
benefits are maximized by the parallel use of Meta-Anal-
ysis, which is an analysis of analyses (Schmidt & Hunter,
2014), i.e. a quasi-statistical analysis of a large collection
of results from individual studies with the goal of integrat-
ing their findings (Glass, 1976). The use of three rounds
for the Delphi ranking with adjustments, along with the
Meta-Analysis of additional information, along with So-
cratic questioning (Areeda, 1996), reduces the inherent
subjectivity and boosts the academic robustness of this
case study.

4 Research findings and Discussion

Often, the setting of the law and appropriate regimes is
one thing, while their application is quite another matter
entirely. A proper and committed perception of the CSR
is a pre-requirement for the EU‘s expected approach to
CSR by a critical group of stakeholders shaping the CSR
of the entire business — the internal stakeholders of lux-
ury fashion businesses. These ambassadors are either de
iure representatives of these businesses, CEOs preparing,
issuing and signing CSR reports or Codes of Ethics, or de
facto representatives of these businesses — front-line em-
ployees facing the clientele on “Sth Avenue”, i.e. Pafizska
street. It might be expected that luxury fashion businesses
are (should be) aware about the importance of the mes-
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sage conveyed by these front-line employees and that they
make sure to motivate these front-line employees to di-
rectly and indirectly promote the best information about
the illustrious commitment for all six CSR categories of
the given business. However, perhaps this is mere specu-
lation. Therefore, it is quite legitimate, via investigations,
to discover, critically assess and compare the approach of
the front-line employees of the top luxury fashion industry
businesses in Prague, both directly by interviews and indi-
rectly by mystery shopping techniques. Hence, in Decem-
ber 2019, a repeated (3x) field search of all 10 luxury fash-
ion businesses was performed, entailing both interviews

and mystery shopping.

4.1 Front-line employees’ direct
statements - interviews

Each shop was visited 3x in December 2019 and an inter-
view consisting of two parts, along with mystery shopping
was performed. The information from these three sets of
interviews was processed and re-adjusted by the Delphi
method, is summarized in Table 2 and 3 and commented in
a semi-anonymized manner while using codes instead of
names of these luxury businesses.

Manifestly, direct statements during the first half of
each interview of the front-line employees of these ten top
luxury fashion businesses have not differed dramatically,
while interesting trends across this special segment of in-
dustry could be observed. Basically, all employees covered
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Table 2: Employees’ direct statements during the first half of interviews about CSR categories; businesses’ names are replaced

by codes
Environm. | Empl.Mat. Social HumRight . An- R&D
ti-Corr.

A ++ + ++ 0 0 +
B ++ + ++ 0 0 ++
C ++ + ++ 0 0 4+
D ++ ++ ++ 0 0 -+
E +++ ++ + 0 0 +
F ++ ++ + 0 0 0
G +++ ++ + 0 0 +++
H ++ ++ + 0 0 +
I ++ ++ + 0 0 +
J + + + 0 0 +

Source: Prepared by the authors and based on their own searches and interrogations (interviews).

the environment, employee matters, social and R&D cate-
gories, and totally skipped Human rights and Anti-corrup-
tion categories. However, the second part of the interviews
proved to be very interesting and highly revealing and
thusly allowed for the differentiation between the intensi-
ty of the CSR commitment regarding the four mentioned
categories.

A clear “leader” among CSR categories was the envi-
ronment category and basically each and every employ-
ee addressed it extensively and in a different, original
manner. Some employees underlined the tradition and
animal welfare policies without going in much detail (A,
B). Other employees provided more moderate environ-
ment statements oriented not to animal welfare, but they
backed them strongly with facts (C, D). Certain employees
seemed almost obsessed with animal welfare, energy sav-
ing and recycling (E, G). Finally, some employees provid-
ed rather weak information without any interest to speak
further about it (F, I).

Next in line were employee matters and social catego-
ries, for which rather general statements were made with
a reluctance to go into details. The biggest difference was
within the R&D category, regarding which some employ-
ees volunteered a lot of information C, D), a little infor-
mation (A, B, E, I) or not any information (F). As stated
above, no employee mentioned Human rights and anti-cor-
ruption categories.

Manifestly, the front-line employees either do not
know about the CSR legal framework or their perception
of it is incorrect. One half of the front-line employees in-

terviewed totally failed this part, the other half demonstrat-
ed only some basic knowledge.

The second half of each interview allowed for a free
flow of communication and for letting the employees vol-
unteer information about CSR. The information from these
three sets of interviews was processed and re-adjusted by
applying the Delphi method, is summarized in Table 4 and
commented in a semi-anonymized manner while using
codes instead of names of these luxury businesses.

Manifestly, direct statements during the second half
of each interview provided a more colourful picture, and
the rather small differences became magnified. Some em-
ployees were reluctant to carry on the discussion (B), show
patronage preferences, patronization and favouritism of
certain clients over others (Vveinhardt & Sroka, 2020), or
even became confused and contradicted themselves (A)
and ultimately even provided information against CSR.

From the six CSR categories, only four were men-
tioned and clearly the environment category with animal
welfare took the lead. Well-informed employees pushed
this issue, while underlining their concurrent opinion (E,
G), and poorly informed employees became confused (A).
Some employees kept repeating the same information (I),
while others admitted that they are not on the same page
(F). Amazingly, some employees declined to carry on the
discussion and left to speak to someone else (B). Employ-
ees from less animal-welfare oriented businesses gladly
volunteered deep insightful information showing that the
entire environment category is manipulated. Doubtless the
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Table 3: Employees’ direct statements during the first half of interviews — awareness about international, regional and national

laws on CSR
International Regional law Regional law (EU | National law (CZ
law (SDG) (EU reporting) restrictions) law on CSR
A + 0 + 0
B + 0 + 0
C + 0 + 0
D ++ 0 ++ +
E ++ 0 ++ +
F ++ 0 ++ +
G ++ 0 ++ +
H 0 0 0 0
I 0 0 0 0
J 0 0 0 0

Source: Prepared by the authors and based on their own searches and interrogations (interviews).

Table 4: Employees’ direct statements during the second half of interviews (initiated by employees)

Environm. | Empl.Mat. Social HumRight ti-éz;r. R&D
A 0 0 + 0 0 :
B 0 + + 0 0 i
C ++ ++ ++ 0 0 o
D ++ ++ i 0 0 o
E H ++ + 0 0 i
F n i + 0 0 0
G -+ ++ + 0 0 o
H ++ ++ + 0 0 +
I + + + 0 0 i
J + + + 0 0 i

Source: Prepared by the authors and based on their own searches and interrogations (interviews).
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most interesting revelation was the information that arti-
ficial fur done by G and E actually represents an environ-
mental hazard because, unlike animal fur, it does not easily
and naturally decompose.

The employees had very little to say about social and
R&D categories, but surprisingly mentioned some em-
ployment matters and became very clear that there is a big
fluctuation among the employees from these businesses.
Moreover, often the only way to get a job promotion is to
“g0 next door”, in other words, to take a job with another
store in Patizskd. During the second part of the interviews,
there often arose the issue of the working place dynamics,
and it became obvious that a strict and rigid hierarchical
approach prevails, and often junior employees are treated
with a total lack of respect (G). Prima facia, it looked like
promotion via merit and qualifications is not a core value
(B) and employees oscillate between acting strictly, to be-
ing almost arrogant (B, I) and even down to a familiar ap-
proach more fitting for those working in a supermarket (F).

Finally, during the second half of the interviews, the
varying cultural and linguistic levels of the employees, as
well as a general failure of effective employee training and

education, became apparent. In sum, the first half of the
interviews showed small differences that became magni-
fied by the second half interviews and called for testing via
mystery shopping techniques.

4.2 Front-line employees’ indirect
statements — mystery shopping

Since no indices were revealed regarding social matters,
human rights, and anticorruption categories, only the re-
maining three CSR categories were examined by the mys-
tery shopping observation and are presented in Table 5.
Namely, the CSR category of the environment was ob-
served while focusing on the mimicry and facial-body
language of front-line employees and their manner of
touching and dealing with products. The CSR category
employment matters was observed while focusing on the
mutual interaction between front-line employees and their
dress code. The CSR category R&D was observed while
focusing on the manner of product demonstrations, along
with mimicry and facial-body language.

Table 5: Employees’ indirect statements — mystery shopping revelations

CSR Category Environm. Empl.Mat. R&D
Criteria Mimicry + Material | Interaction + Dress- | Demonstrating +
touch ing Mimicry
A 0 0 0
B + 0 0
¢ A ++ +++
D A ++ +++
E -+ T+ .
F + + 0
G -+ ++ e
| n N N
J + i N
K + i 0

Source: Prepared by the authors and based on their own searches and interrogations (interviews).
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Of all the tables, clearly the last one, Table 5, is the
most revealing and confirms that there is a big difference
between these businesses, i.e. the CSR approach of their
employees. Those initially disappointing are confirmed,
and the mystery shopping techniques underline that these
front-line employees made weak attempts to pretend to be
committed CSR ambassadors (A, B) and demonstrate fa-
vouritism inclinations. These findings match recent studies
in comparable settings and ultimately support their very
correct conclusions (Vveinhardt & Sroka, 2020).

Other front-line employees do not have such ambitions
and ultimately appear much more convincing (F, H, I, J).
The “winners” are either those employees who are quite
environmentally aware (E, G) or employees deeply aware
of traditions and concepts (C, D). With but small exagger-
ation, it can be stated that the split between the most CSR
committed employees is done based on the preference:
free fur v. fun fur.

Naturally, it would be remiss to neglect the presenta-
tion of these results coupled with short notes about the
setting in which the employees operate, while referring to
these ten businesses and their six groups.

LVHM comes across as a modern light shopping mall,
AKA warehouse, without any privacy and where custom-
ers form lines, while with B, the dark shop setting reflects
the scandalous and perverse history of the B family and is
matched with the arrogance of certain employees. C and
D*s shop settings, as well as employees, are dramatically
different, they are nice, bright, and employ an individual
approach; they treat customers with charm and friendli-
ness, even with a nice touch of decent humour and know
much more about the history and concept (C, D) than their
colleagues about (A, B). Hence the LVMH group does not
appear as overly consistent.

In contrast, the Kering group is very consistent and
both the setting, as well as the employees stress animal
welfare and other environmental issues (energy, recy-
cling). It almost looks like the most critical issue at hand
is to provide a wonderful life for the animals if their skin
is soon to be used and there is an extreme feeling of guilt
about their fate. Sadly, little attention is paid to IP and so
the nice and committed, and rather humble, employees
show “pro-environment” products, but creativity and so-
phistication are missing.

G is similar to the Kering group and its fur free status
is obvious and demonstrated by its exhibit hall. Its employ-
ees are committed and have exceptionally deep knowl-
edge. They are confident and respectful, even while speak-
ing about their competition. Interestingly, they describe the
competing B store as a fairy tale world (however, based on
the author’s experience, a visit to B can easily turn into a
dark nightmare and a truly unhappy fairy tale, inappropri-
ate for small children). They are enthusiastic about their
substitutes and their pro-environment approach. The rain
on this parade is provided by bits of information offered
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by C’s employees who informed us that G substitutes are
extremely environmentally unfriendly in the long term.

H, I and J appear much more modest, their shops do
not convey a strong luxury impression and their employees
follow this rather minimalist, honest approach.

4.3 Comparison and discussion

There is a clear gap between those ready to make gran-
diose proclamations and possibly lacking integrity and
those who are more modest. Further, the obtained results
have to be appreciated in the light of available recognized
international indexing tools. According to the CSR HUB
Sustainability Management Tools CSR/ESG ranking, the
leaders are Gucci (96%), Louis Vuitton (92%), Christian
Dior (89%), while the CSR underperformers should be
Tod’s (28%), Fendi (22%) (CSR Hub, 2019). Manifestly,
CSR Hub works more with quantitative than qualitative
indicators and so matches up well with the key word’s fre-
quency in CSR reports and Codes of Ethics and much less
with Delphi indicators and employee statements. Despite
all possible objections, the CSRHub basically confirms all
the above-mentioned common elements and stresses in-
ternal differences between businesses in the same group.
Namely, within LVHM, some employees (A,B) have dra-
matically different approaches to CSR than other employ-
ees (C,D). Further, this confirms the importance of the in-
dividual background and culture for the sustainability and
CSR perceptions (Burksiene et al, 2018).

The performed pioneering case study managed to bring
together direct and indirect statements implied by inter-
views, as well as field observations yielded via mystery
shopping techniques. The holistic Meta-Analysis of this
rather heterogenous conglomerate of data reveals five
highly significant aspects regarding the CSR perception
of these front-line employees: (i) their problematic aware-
ness, (ii) their ignorance of the legal setting, (iii) their im-
balanced and preferential focus along with ignorance of
certain CSR categories, (iv) their direct and indirect con-
tradictions and (v) their almost obsessive preoccupation
with the fur issue — fun fur (using fur is fun and indispen-
sable) v. free fur (using fur is evil and wasteful).

Firstly, the awareness of these front-line employees
about CSR is dramatically different and it appears that
many top luxury fashion businesses totally omit the proper
selection and training of their employees and contribute to
the massive job fluctuation. It is amazing that these differ-
ences are even between employees from the same group
(LVMH -A, Bv. C, D).

Secondly, front-line employees know very little about
CSR regulations and are confused about the mandatory
and facultative positive law provisions. They do not ap-
preciate the differences between jurisdictions and confuse
moral and legal obligations. For example, only a few front-



Organizacija, Volume 53

Research Papers

Issue 3, August 2020

line employees understood the mandatory setting for the
sale and use of fur products. Generally, they are inclined to
believe that environmental aspects are compulsory, while
social and other CSR categories are beyond the reach of
the law, including reporting. Sadly, the SDGs and inter-
national law dimension is completely outside their aware-
ness.

Thirdly, the prevailing focus is on the environmental
and employee matters of CSR categories, with an under-
tone of interest for brand history and for IP. This is total-
ly in contrast with the conventional understanding of this
industry, which is basically built by selected family fame
and excellence. Further, the SDGs of the UN are obviously
not major concerns of the front-line employees of these
businesses.

Fourthly, even if the front-line employees should be
convincing and consistent ambassadors of these luxury
leaders, they often prove to be poorly informed, not com-
mitted and not professional enough to avoid contradicting
themselves, providing poor customer service and denying
the CSR.

Fifthly, a top CSR concern of almost of all these em-
ployees is the burning issue of what materials are used and
how they are obtained. Therefore, after general CSR proc-
lamations, there comes a fast spiel whether is it evil to use
animal fur or not. Considering the current global issues
(drought, warming, disappearing icebergs and tropical for-
ests, ozone-hole, COVID, etc.), it is rather surprising that
front-line employees totally depart from SDGs and even
from the top hallmarks of their employers-businesses.
With all due respect to animal welfare, perhaps this should
not be a top CSR concern, neither should it definitely take
priority over SDGs. This luxury slow fashion should re-
turn to core values and distinguish itself from the fast fash-
ion (Niinimaiki et al, 2020).

These five aspects are both surprising and not match-
ing with the expected and desired CSR image of top
brands, including leading luxury fashion businesses (Ad-
amska, 2020). Indeed, the case study points to a myriad
of flaws requiring prompt correction, provided that the
CSR approach of luxury fashion businesses is to be gen-
uine, effective, and efficient. It confirms the prior finding
about the critical importance of external, as well as inter-
nal communications regarding the CSR, especially in the
multi-national settings (Szanto, 2018) as well as cross-sec-
torial setting (Van Tulder et al, 2016). Exactly that is
typical for the luxury fashion industry. However, it is not
only about the cure, it is as well about prevention and so
the question ‘how’ should be paralleled with the question
‘why’. Indeed, the proper understanding of the causes of
the current deplorable status is indispensable for achieving
a correction and for bringing all stakeholders on board in
order to make the concept of sustainability and SDGs real
and worthy of the efforts of all concerned (van Tulder &
Keen, 2018). Science should explore this discrepancy, and

practice should promptly take action by engaging in com-
munications with their employees.

5 Conclusions

The EU wants to engage businesses with the sustainability
issue and attempts to boost their CSR directly by harmo-
nizing the reporting and indirectly pushing businesses to
be transparent regarding their CSR. In addition, the im-
portance of sustainability, business ethics and CSR has
been growing and this trend continues. Luxury fashion
businesses are aware of it and declare their commitment to
CSR in a manner definitely exceeding the strict legal min-
imum demanded by the EU law. All six CSR categories as
implied by the EU law, and related practices appear to be
relevant for these businesses.

Despite the rather small sample, the performed case
study brings forth valuable information about ALL top
luxury fashion businesses in the Czech Republic, and, con-
sidering their international nature, perhaps even about al-
most ALL top luxury fashion businesses in the EU. Hence,
the main objective was met by investigative discovery,
critically assessing and comparing the approach of the
front-line employees of these top luxury fashion industry
businesses in Prague.

The mentioned set of valuable, truly pioneering and,
for the future, research calling aspects, entail especially (i)
problematic awareness, (ii) their ignorance of the legal set-
ting, (ii1) imbalances and preferential focus, along with ig-
norance of certain CSR categories, (iv) direct and indirect
contradictions and (v) a preoccupation with the fur issue.
This has strong implications for both science and practice.

Indeed, the case study reveals interesting information,
trends, patterns and even discrepancies and fragmentation.
The CSR approach of those individuals voicing CSR pol-
icies for top luxury fashion businesses has very little in
common, or at least similar, to the objectives set globally
by the UN, regionally by EU and nationally by EU mem-
ber states as vocalized by their statements and materialized
by their actions. Lost in translation? Do we have here just
individual failures or systemic issues? Science and prac-
tice should work together to understand this and to find
reasons for it and to identify instruments for improvement.

The CSR approaches of front-line employees of lux-
ury fashion businesses are trailing much behind expecta-
tions, at least the expectations of CSR global, regional, and
national policy makers. This is very alarming, especially
considering the need of the multi-stakeholder approach.
Indeed, this alarming inconsistency and ambiguity calls for
more studies, deeper understandings of causes and prompt
corrections in order to bring the CSR perception of these
important inside stakeholder in line with expectations.

There are several managerial contributions of our
study. Firstly, it presents the results of a case study anal-
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ysis related to the manager’s attitudes to marketing and
innovations in luxury fashion industry in relation to the
CSR concept, thus delivering findings to the current de-
bate on the topic. Secondly, such research is rather rare
and the CSR concept is analysed mostly in relation to other
aspects, such as the impact on a company’s performance
and its image, relationships between employee, mobbing
or nepotism. Given this fact, this aspect is a significant
added value of the study. Thirdly, the results achieved may
be used for the formulation of the research hypotheses in
further surveys.

Of course, our study is not free of limitations, the first
of which is the analysis of only one sector existing in one
country. The research could and should be expanded while
considering different internal and external stakehold-
ers (e.g. different type of employees, agents, consumers,
etc.), different EU member states and/or different sectors
which are able and expected to go actively for CSR (e.g.
financial services sector, pharmaceutical sector, etc.) and
different time lines (statements in different years). Such
longitudinal, comparative and cross-sector studies could
yield extremely relevant and pioneering conclusions and
recommendations. Another limitation of our current study
is the method used. We employed the case study analysis
and a quantitative approach might be used in future re-
search to explore the in-depth nature of the phenomenon.
Indeed, the methodology adjustment is necessary if the
above suggested and highly ambitious comparison is to be
developed. Despite these limitations, we strongly believe
that this study presents the real situation with regard to
marketing and innovations in the luxury fashion industry
and their connections to the CSR concept.
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Dojemanje druzbene odgovornosti podjetij s strani zaposlenih v prestiZznih modnih podjetjih

Ozadje in namen: Trajnost, kot komponenta druzbene odgovornosti podjetij, je klju¢na za prestizna modna podjetja;
ta podjetja se nanjo tudi pogosto sklicujejo. Vendar, ali njihovi zaposleni, ki delajo s strankami, sledijo temu trendu?
Da bi dosegli u€inkovito in u€inkovito druzbeno odgovornost podjetij, se morajo tudi zaposleni, ki imajo neposreden
stik s kupci, sprejeti percepcijo druzbene odgovornosti podjetij, kjer delajo. Glavni cilj Studije je ugotoviti, kriticno
oceniti in primerjati dojemanje druzbene odgovornosti podjetij pri zaposlenih v podjetjih prestizne luksuzne modne
industrije, ki se delujejo v Pragi na Ceskem.

Oblikovanje | metodologija | pristop: Uporabili smo Studijo primera druzbene odgovornosti podjetij na vzorcu
zaposlenih v vseh desetih prestiznih modnih podjetjih, ki so prisotna v Pragi. Uporabili smo celostno metaanalizo,
ro€no metodo Delphi in tri kroge intervjujev, skupaj z »mystery shopping« tehnikami.

Rezultati: Heterogeni konglomerat zbranih podatkov razkriva: (i) problemati¢no ozaveScenost obravnavanih za-
poslenih, (ii) njihovo nepoznavanje pravne ureditve, (iii) neravnovesje in prednostno osredotocenost na nekatere
kategorije druZzbene odgovornosti, ob nepoznavanju drugih kategorij, (iv) neposredna in posredna nasprotja in (v)
velika osredotoCenost na temo »krzno«.

Zakljucki: Ugotovitve opisanih nedoslednosti in dvoumnosti so pomembne tako na raziskovanje kot za prakso.
Predlagamo, da se nadaljnje raziskave usmerijo na eni strani v globlje razumevanje vzrokov, po drugi pa v takojSnje
ukrepanje, predvsem osvescanje zaposlenih v zvezi z druzbeno odgovornostjo podjetij kjer delajo.

Kljucne besede: DruZzbena odgovornost podjetij (CSR), Zakonodaja EU, PrestiZzna moda, Trajnost.
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Background and Purpose: Regular reporting on Corporate Social Responsibility (hereinafter referred to as CSR)
should make it easier for enterprises to identify the sustainability risks and lead to an increased investors and
consumers’ confidence. The aim of the paper is to find out how the indices which evaluate the socially responsible
behaviour of enterprises are constructed.

Design/Methodology/Approach: The scoping review is the method used in this study. The scoping question is:
What do we know about the construction of indices evaluating the socially responsible behaviour of organisations
from the existing expert resources?

Results: The analysis of 20 papers shows that there is no consensus about the method of determining the weights
and constructing the index. There are 4 approaches to the aggregated index construction. The first one uses the
percentage of filling the specific criteria or the average of values of specific dimensions of the index. The second one
uses the multi-criteria decision-making methods (most often the Analytical hierarchical process method). The third
one uses unconventional linguistic models and fuzzy logic and finally, the fourth one uses the factor analysis or the
method of the main components.

Conclusion: The main feature of CSR indices lies in their methodological disunity. It complicates the understanding
of the CSR outputs and essentially makes it impossible to create a CSR performance ranking, especially for small
and medium-sized enterprises (hereinafter referred to as SMES).

Keywords: Corporate Social Responsibility, Index, SMEs, Scoping review, Clarity of CSR index outputs

environmental and social area (Elkington, 2013). CSR is
connected to ethics, i.e. the ethical dimension of entre-
preneurship. It is also related to economics of enterprises,
organisation management, and public interests (Slaper &
Hall, 2011; Pokorna, 2012; UN, 2013).

The strategy Europe 2020 was adopted in 2010. Its
main issue is the promotion of social and territorial co-

1 Introduction

Corporate social responsibility of enterprises (herein-
after referred to as CSR) is interpreted as a transition of
enterprises in the perception of their role from the level
“profit only” to the level of three “P”” — “profit, people, and
planet”. CSR is also interpreted as the Triple bottom line

(TBL). The term TBL, formulated by Elkington in 1994,
means that companies should focus not only on increas-
ing their added value in the economic field, but also in the

hesion and sustainable growth (European Commission,
2009). In response, the European Commission issued the
Communication on ‘A Renewed EU Strategy 2011-14 for
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Corporate Social Responsibility’. It deals with a newly
defined responsibility of enterprises for their impact on
the society (European Commision, 2011). The Council of
Europe called for the same in March 2016. At present, the
Directive 2014/95/EU (European Parliament, 2014) the
European Parliament and of the Council on non-financial
reporting by large enterprises obliges them to regularly
provide non-financial information on their activities. It ap-
plies to trading companies with over 500 employees, with
a balance sheet total of more than EUR 20 million and the
net profit of more than EUR 40 million. Approximately
30 organisations will be affected by this measure in the
Czech Republic according to the assumptions. Regular re-
porting should make it easier for enterprises to identify the
sustainability risks and lead to an increased investors and
consumers’ confidence. Obviously, the socially responsi-
ble reporting has an impact on the successful corporate op-
erations of large and medium sized organisations conduct
(Persi¢ & Marki¢, 2013). However, the Directive does not
prevent the Member States from requiring the disclosure
of non-financial information from enterprises not covered
by this Directive, including SMEs.

In order to trustworthily report on CSR, there exist the
measurement and implementation methodologies. The re-
sulting reports and methodologies are becoming important
in the development and spreading the CSR ideas (Fink et
al., 2020). Methodologies by Leipziger (2003) considers
these methodologies the CSR standards and, according to
him, they can be divided into “... performance and pro-
cess-oriented standards”. Performance oriented standards
can be considered normative standards as they “define only
minimum standards of what the socially responsible be-
haviour is” (Leipziger, 2003, p. 39). The performance-ori-
ented standards group can include methodologies meas-
uring the socially responsible performance of enterprises
generally called the CSR indices.

In general, the index is intended to quickly navigate
large data files (lists of companies, databases of individual
organisations, etc.). A specific index expresses belonging
to a group of organisations holding the given index. In this
case, indices can be considered face values. Within a sin-
gle group (index as a number), we can consider not only
nominal but also ordinal data, i.e. we can create an order
of organisations grouped under the given index. Cardinal
data have the highest informative value, showing how
much a particular organisation is better than the following
one in the ranking. This is ideal when evaluating the CSR
level of organisations, as organisations that hold a particu-
lar CSR index should be able to determine their CSR rate
compared to other indexed organisations. For example, the
DIJSI index (Dow Jones Sustainability Index) publishes the
cardinal data (Industry Leader Report, 2018) in publicly
accessible materials, compared to the FTSE4Good Index
Series, where we were not able to trace such data in pub-
licly accessible sources.

The initial study was conducted by the authors. Be-
ing a mega-source of scientific information for social and
humanitarian sciences, the EBSCO database was chosen
for the search of literary resources. The keywords for the
search strategy were determined according to the PCC al-
gorithm. The keywords were: Index or Indices and CSR.
The search strategy was also specified: not to search for
keywords in full texts, but only in the titles or abstracts;
to use the available keyword equivalents; to search only
in the reviewed texts. The final result was 50 texts, all of
which discussed the issue of CSR, but only 12 of them
mentioned the keyword index in the abstract. The same
keywords were also searched for in the Google Scholar
database, which offered over 100,000 links. The Social Re-
sponsibility Journal, which includes most of the keywords
according to this database, was selected. According to the
best correspondence between the keywords and the paper
title, four more research papers from this journal were se-
lected.

On the basis of our initial study, we can conclude that
the indices mainly reflect the activities perceived as CSR
in combination with the economic parameters and inter-
ests of financial institutions (profitability, market potential,
stability of the stock market position, etc.) and serve as a
guidance for potential investors (Pinilos et al., 2018; Hawn
et al., 2018). Their benefit indicating the socially responsi-
ble behaviour is small and the impacts of CSR indices on
the ethical behaviour and culture of the society are uncon-
vincing (see Adel et al., 2019; Collison et al., 2009).

Not every organisation can reach the point of having
the CSR index, and according to the found-out indications,
it is a fairly small group of large organisations. With all
respect to the ‘Strategy 2020°, indices must be suitable for
all types of organisations at all the regional levels as there
are more than 90% of SMEs (United Nations, 2019) in the
world. Measuring the organisations’ performance in CSR
(if it does have a use value for their recipients — stakehold-
ers) must be comprehensible to them and the results of the
organisations’ indexation must be comparable (as pointed
out by Rita et al., 2018 and Yang Wen-Tao et al., 2016).

None of the authors of the initial study mentions the
existence of a universal and comprehensible CSR index
suitable for all types of organisations and stakeholders
covering all the CSR areas and based on the CSR ethical
foundations. Adel et al. (2019) (attempting to construct
such an index) mention the trend of the need for a new
CSR index that outlines the evolving needs and require-
ments of CSR in a non-financial ethical dimension.

From the point of view of ethical entrepreneurship
and thus sustainability, it can be deduced that CSR indices
should be constructed to serve not only financial institu-
tions, but also all the external stakeholders, organisations
of all types and their internal stakeholders (Government of
the Czech Republic, 2017).
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The aim of the paper is to find out how the indices
that evaluate the socially responsible behaviour of organi-
sations are created.

2 Methodology

The method of secondary research (i.e. the analysis of
already identified and published results) aimed at a rapid
systematic review of the selected topic - scoping review
was chosen. Its purpose is to describe the scope of the al-
ready published scientific results on the subject (Peters et
al., 2015). To conduct the scoping review, the Arksey and
O’Malley approach, which consists of five steps: identify-
ing search issues, identifying relevant research, selecting
research, collecting and comparing data, and summarising

and reporting on results was chosen (Arksey & O’Malley,
2005).

The first step in the procedure proposed by Arksey and
O’Malley is formulation of the study (scoping) question
(Arksey & O’Malley, 2005). The general study (scoping)
question is: »What do we know about the construction of
indices evaluating the socially responsible behaviour of
organisations from the existing expert resources?” The
second step in the scoping review method is to determine
the descriptive criteria of the scientific papers, see Table
1. The third step is to determine the specific criteria for
the initial study of the content of scientific papers on the
basis of the initial research. Table 1 shows the second and
third steps of the scoping review. The results are presented
according to these criteria.

Table I: Descriptive and specific criteria established for the scoping review method

Descriptive criteria

Specific criteria

Publication year

1. The method of determining dimensions and (sub)catego-
ries (terms dimension and subcategory are chosen for being
the most common in terms of the issue)

Authors

2. The method of the index model validation (used for the
index construction)

3. The method of determining the weights!

Research area

4. The data collection method (filling the index with data)

Journal title

5. The method of index construction

Source: authors

The Scopus database was selected to perform the scop-
ing review. The Scopus database contains more papers on
the issue of CSR indices than the Web of Science database,
its sources are quoted more often (Harzing & Alakangas,
2016). The papers in the Scopus database target at a wider
target group than the academic community (Chadegani et
al., 2013), which is suitable for the applied scientific issue
of the CSR indices. Only papers in English professional
journals on Business, Management and Accounting for the
last 5 years (i.e. from 2014 to 2018) were searched. The
next step was to formulate the keywords for the search.
The following procedure was selected to search for syn-
onyms for the expression “CSR index”. Two expressions
were entered into the search algorithm — “CSR” and “in-
dex” (they had to appear together). Subsequently, the en-
tire generated list of papers was reviewed, and the syno-
nyms were generated based on their titles. The occurrence
of the keywords was monitored only in the paper titles,
keywords, and abstracts. The papers not addressing indi-
ces evaluating the general concept of CSR were excluded
from the search, only the papers meeting the specific crite-

ria were left. The search order was created using Boolean
operators.

The search order using Boolean operators was:

TITLE-ABS-KEY ( “social responsib* index” OR
“tool to measure social responsib*” OR “evaluate social
responsib*” OR “evaluation of social responsib*” OR
“sustainability index” OR “tool to measure sustainability”
OR “evaluate sustainability” OR “evaluate of evaluation
of evaluation of sustainability” AND NOT REPORTING
AND NOT DISCLOSURE ) AND DOCTYPE ( AR OR
RE ) AND ( LIMIT-TO ( SRCTYPE , “j “ ) AND ( LIM-
IT-TO ( SUBJAREA , “BUSI ) OR LIMIT-TO ( SUBJA-
REA, “English “) OR LIMIT-TO ( PUBYEAR , 2015)

A total of 130 papers were obtained through the car-
ried out above procedure. Based on the study of the title
and abstract, their relevance to the study question was as-
sessed. Only those papers that met the following condi-
tions were selected:

1. They focused at least partially on the methodolo-

gy of the CSR index construction.

' TAEP, School Children’s Acquisition and Maintenance of Quantitative Thinking in Mathematics, PISA, TIMSS.

214



Organizacija, Volume 53

Research Papers

Issue 3, August 2020

2. The papers related to the general concept of CSR
(or possibly the parallel and very close concept
of permanent sustainability) or at least two of the
three dimensions of the concept TBL. The papers
focusing on a narrow segment — region, sector,
product, or raw material were excluded.

3. The full text of the paper was available.

As a result of the application of these selective criteria,
20 papers were analysed — see Table 2.

3 Results

The results are divided into two parts according to the
types of the set criteria (see Table 1). The first part presents
the descriptive information on the obtained resources. The

second part presents the specific information relating to the
content of the obtained resources.

Analysis according to the descriptive criteria - descrip-
tive information about the obtained sources.

The scoping review shows that the interest in con-
structing the index measuring the socially responsible be-
haviour of an organisation or its sustainability is gradually
increasing in the analysed period, especially since 2016 —
see Figure 1. However, the interest is still very small in
terms of absolute numbers.

Various authors deal with the issue, however, neither of
them is listed in more than one paper.

Graph 2 shows that the papers address the issues of
Business, Management, and Accounting most frequently.
Further, they address Engineering, Environmental Sci-
ence, and Energy.

10

2014 2015

2016 2017 2018

Source: authors, based on data from the Scopus database (‘Scopus’ 2018)

Figure 1: Number of papers published in the Scopus database for the period 2014-2018

2Two authors have the same surname (Ribeiro), but their names show that they are two different people. The data in the Scopus
database show that they do not even come from the same workplace. The authors from the USA, Brazil, and (a little less) from
the Czech Republic are most concerned with the issue. Two collectives of authors from the Czech Republic deal with the issue.
The first are Staikova and Zapletal from the Faculty of Economics of the Technical University of Ostrava. What is interesting
about their approach is that they use unconventional linguistic models and fuzzy logic to construct the index — see below. The
second team consists of Rajnoha, Lesnikova, and Kraj¢ik — all the three authors work in different universities in the Czech

Republic.
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Business, Management and Accounting
Engineering

Environmental 3cience

Energy

Social Sciemces

Economics, Econometrics and Finance
Decision Sciences

Computer Science

]

2

Source: authors, based on data from the Scopus database (‘Scopus’ 2018)

4 6 & 10 12 14 16 18 20

Figure 2: Connection of the examined papers to the research area’

Data from the Scopus database show that the papers
on the index construction are concentrated in the Journal
of Cleaner Production by the Elsevier publishing house,
the Cite Score of which was 5.79 last year, SCImago Jour-
nal Rank (1,467) and Source Normalized Impact per Pa-
per (2,194). The number of such papers in the Journal of
Cleaner Production is increasing — in 2014 and 2016 there
appeared only 1 paper on the subject, in 2017 there were

already 2 papers, and in 2018 there were already 7 papers
in its different issues. Beyond them, the rest of the papers
can be found in other journals. As for the Czech journals,
they are E and M: Economics and Management* and Sci-
entific Papers of the University of Pardubice, Series D:
Faculty of Economics and Administration.’

Analysis according to the specific criteria - specific in-
formation related to the content of the obtained sources.

Table 2: Results of the analysis of the content of papers according to the specific criteria

Criterion 1: Criterion 2: Criterion 4: the meth- | Criterion 5: the
the method of od of data collection method of the
Author determining the method'of ifldex for filling the index index construc-
dimensions model validation with data tion
and (sub)
categories
review,
dimensions
Ribeiro et al., 2018 established tested in 2 cities secondary data simple index
without further
explanation
Huang & TBL, adopted . data available in the . .
tested in 1 company . simple index
Badurdeen, 2018 methodology enterprise

* The sum of the papers in research areas is higher than 20, as papers can be related to several research areas.
4Paper by Rajnoha, Lesnikova and Krajéik.

SPaper by Statikova and Zapletal.
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Table 2: Results of the analysis of the content of papers according to the specific criteria (continues)

without
lanati .
Z{iﬁlx;gg’ expert survey - inter-
Marimin et al., 2018 established tested in 1 company views egﬁrgl:estlon- simple index
without further
explanation
Schrippe & adopted meth- tested in 60 organisa- secondary data (avail- simple indices
Ribeiro, 2018 odology tions able questionnaires)
review, TBL, tested in 49 companies | interviewing compan
Jiang et al., 2018 authors’ own . P £ company factor analysis
rescarch for the period of 2 years representatives

Rodrigues et al., 2018

TBL, review,
authors’ own

tested in 1 city

interviewing company

multi-criteria

research representatives decision-making
adopted
Liern & me?thodo.logy, fuzzy logic +
dimensions . . secondary data (other Lo
. tested in 79 companies | . . . multi-criteria
A . established indices, financial data) . .
Pérez-Gladish, 2018 . decision-making
without further
explanation

Djekic et al., 2018

review without
explanation of
the rules

tested in 4 organisations

company data obtained
by an unspecified
method

fuzzy logic

Mansourianfar &

Haghshenas, 2018

reviews with-
out explanation
of the rules,
TBL

tested in 1 city

secondary data

multi-criteria
decision-making

Alderete &

Bacic, 2018

adopted
methodolo-
gy, review,
dimensions
determined
without further
explanation

tested in 540 munici-
palities

secondary data

factor analysis

Kopacz, Kryzia &

Kryzia, 2017

TBL, review
without expla-
nation of the

tested in heavy industry

secondary data

multi-criteria
decision-making

rules
review. . .
. > . . semi-structured inter- .
Venturelli et al., 2017 authors’ own tested in 3 companies view fuzzy logic
research
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Table 2: Results of the analysis of the content of papers according to the specific criteria (continues)

Kalutara et al., 2017

review, TBL,
authors’ own
research

not tested

XXX

factor analysis

Azevedo &

Barros, 2017

TBL, authors’
own research,
adopted
methodologies,
dimensions
established
without further
explanation

tested in 25 companies

secondary data (Sus-

tainibility report)

multi-criteria
decision-making

Rajnoha, Lesnikova, &

Krajéik, 2017

adopted
methodology,
dimensions
established
without further
explanation

tested in 1 company

secondary data (enter-
prise data for 5 years)

multi-criteria
decision-making

Kilkis, 2016

adopted meth-
odology

tested in 12 cities

secondary data (from
authorities and agen-

cies)

simple index

Stankova &

Zapletal, 2016

TBL, di-
mensions
established
without further
explanation

tested in 3 companies

secondary data - Inter-

net presentations, CSR

reports, other publica-
tions and research

multi-criteria
decision-making
+ fuzzy logic

rawanic, 2015

Janamrung & Issaraworn-

adopted
methodology,
dimensions
established
without further
explanation

tested in 204 companies

secondary data (annual
reports, data streams)

simple index

Amini &

Bienstock, 2014

adopted meth-

odology, TBL,
dimensions
established

without further
explanation

not tested

XXX

simple index

Ngai et al., 2014

adopted
methodology,
dimensions
established
without further
explanation

not tested

focus groups, inter-

views

multi-criteria
decision-making

Source: authors, based on data from the Scopus database (‘Scopus’ 2018)

218




Organizacija, Volume 53

Research Papers

Issue 3, August 2020

Most of the analysed papers (11 out of 20) used the
CSR TBL concept to identify the dimensions (i.e. the eco-
nomic, environmental, and social dimensions). For estab-
lishing the categories (or subcategories, if the categories
were further divided), the authors most often used the ex-
isting indices/models (which were further supplemented or
modified) or reviews — see Table 2, criterion 1: The method
of determining dimensions and (sub)categories. The CSR
concept itself is not exactly defined and there is no gener-
ally accepted standard to follow (see the outputs of the in-
itial study). The choice of the indices or models is very di-
verse. The authors of the papers do not usually justify their
choice, except stating that this is a known index/model, or
that the index/model is suitable for the examined area. The
methodologies/indices chosen by the authors (see Table 2,

criterion 1) are specifically named in table 3.

Only the authors of two papers are more specific about
the process of constructing the index, dimensions, and
index categories. For the index construction, Huang and
Badurdeen (2018) used the combination of two indices so
that the resulting (sub)categories did not overlap and were
clear. Schrippe and Ribeiro made an interesting adjustment
of'the already constructed index. They divided the existing
categories into compulsory and compensatory categories
based on the assessment of the index categories by a group
of experts. The compulsory categories must be fulfilled by
organisations at least to some extent in order for them to
be considered socially responsible, this does not apply for
the compensatory categories (Schrippe & Ribeiro, 2018).

Table 3: Methodologies chosen for the index construction in the analysed papers

mentioned methodologies, indices:

The authors constructed their index based on the | The index was constructed in a different, unclassifiable way:

Index and Product Sustainability Index

Huang & Badurdeen, 2018: Process Sustainability | Mansourianfar & Haghshenas, 2018: predetermined rules

ity Index

Schrippe & Ribeiro, 2018: Corporate Sustainabil- [ Azevedo & Barros, 2017: content analysis of sustainability
reports

rating agency

Liern & Pérez-Gladish, 2018: model of the Vigeo | Stanikova & Zapletal, 2016: beyond the legal framework

Djekic et al., 2018: model by Liu a Lai

Rajnoha, Lesnikova, & Krajéik, 2017: model by
Krajnce and Glavice

Kilkis, 2016: SDEWES City Sustainability Index

Janamrung & Issarawornrawanic, 2015: from
KLD Rating Data a Corporate Social Responsibili-
ty Guideline of the Corporate Social Responsibili-
ty Institute of the Stock Exchange of Thailand

Amini & Bienstock, 2014: according to the Hart’s
natural resource-based view of the firm, TBL and
the zero waste perspective

Ngai et al., 2014: adapted Wood’s 3P model (prin-
ciples, processes and products)

Source: authors, based on data from the Scopus database (‘Scopus’ 2018)

In case when the index (sub)categories resulted pri-
marily from the review — see table 2, the review was often
supplemented by other methods — most often by individual
or group interviewing of experts. The number of the inter-
viewed experts ranged from 3 to 7 (Schrippe & Ribeiro,
2018; Rodrigues et al., 2018; Venturelli et al., 2017). Some
authors belonging to this group also state that when de-
termining the (sub)categories, they followed not only the
results of the review, but also certain pragmatic motives
— their own experience and inventions. For example, Rod-
rigues et al. (2018) adopted a rule according to which only

the category that can be further divided can be considered
the category. Kopacz, Kryzia and Kryzia (2017) admit that
they chose the content of the categories in such a way that
the values were easily identifiable and the total number of
included (sub)categories was not too large.

Only three papers from the group of papers using re-
view methods for the identification of (sub)categories also
use the factor analyses or their alternatives. The procedure
is best described in Kalutara et al. (2017), who identified
the individual dimensions and their preliminary categories
on the basis of a literature review and enterprise docu-
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ments. The dimensions were subsequently evaluated by 6
selected experts and adapted in order to be relevant to the
examined sectors. This way, 67 preliminary influencing
factors were identified (Kalutara et al., 2017). The authors
then sent a questionnaire to the selected respondents who
met several conditions, which ensured that the respond-
ents understood the problem.® The aim was to find out the
perceived validity of the individual identified preliminary
factors for each dimension. The validity was evaluated on
a five-point Likert scale, with the individual points ex-
pressed both linguistically and numerically.” Before per-
forming the factor analysis, both the internal consistency
of respondents’ responses (inter-item reliability) using
Cronbach’s coefficient a and the validity were calculated.
In terms of the validity, the authors verified whether the
evaluation of the relevance of factors by 6 experts corre-
sponded to the evaluation of a wider sample of addressed
respondents. The weighted arithmetic average was used
for this purpose. By performing the factor analysis® on the
material of 67 preliminary influencing factors, 18 superior
groups that became the index categories were identified
(Kalutara et al., 2017)°.

As well as Kalutara et al., Jiang et al. wanted the in-
dex to accurately measure the social performance of the
organisation, and the reliability and validity."” The authors
used Cronbach’s coefficient o to calculate the reliability.
Analysing the validity, they distinguish between the con-
tent and construct validity. The content validity is calculat-
ed using the correlation coefficient between the indicator
and the initial performance score. The construct validity
is calculated using the main components method (Jiang et
al., 2018). As a result, the authors eliminated some of the
preliminary factors set by the study since they did not meet
the set values and thus gained the final categories.'

Alderete and Bacic (2018) also used the factor analy-
sis to create the categories and the entire index. First, they
used the main components method and subsequently (as
well as Kalutara et al. (2017)) the Varimax method for ro-
tation. Marimin et al. (2018) used a more general alterna-
tive to the factor analysis in their research. They used the
multidimensional scaling to construct a three-point scale,
on which they measured the individual categories (Mono-

¢ They received 107 responses in total (Kalutara et al., 2017).

lingual dictionary)."

The last group of authors approached the formulation
of (sub)categories in a completely different way than de-
scribed above. For example, Azevedo and Barros (2017)
used the content analysis to examine the sustainability re-
ports of 25 companies over a 16-year period. On the ba-
sis of the carried out analysis and taking into account the
Global Reporting Initiatives Guidelines and established re-
quirements (categories must be measurable, data must be
available and verifiable), the authors formulated the final
category (Azevedo, & Barros, 2017). Staitkova and Zaple-
tal (2016), in their turn, picked out only the categories that
go beyond the legal obligations of the organisation. Con-
trarily, Mansourianfar and Haghshenas firstly defined a set
of nine rules, on the basis of which they then chose the
final form of the subcategories (Mansourianfar & Hagh-
shenas, 2018).1

On the basis of the carried-out analysis, it can be con-
cluded that most of the indices are conceived as aggregat-
ed constructs whose structures contain weights. Indices
always allow for the possibility of multiple criteria that are
thereafter combined with their structure, in which a value
in the form of weights is assigned to each newly created
category. It is often very difficult to draw a line between
the index contents construction and construction of the
weights assigned to each part of the index.

On the basis of the carried-out analysis, the authors of
this paper created groups of indices that showed the same
approaches to their construction — see table 2. Basically,
the approaches to the index construction can be divided
into four groups.

1. Simple indices

The first group does not use weights at all or uses them
only at the last stage of the aggregated index construction.
This group includes, for example, the index constructed by
Ribeiro et al. (2018), which shows the percentage of com-
pliance with the requirements placed on an organisation,
or the Schrippe and Ribeiro index (2018) showing how the
organisation fulfills the so-called compulsory criteria in
percentage’® (Schrippe & Ribeiro, 2018). The dimension

7 Strongly disagree (1-1.5), disagree (1.5-2.5), neither agree nor disagree (2.5-3.5), agree (3,5-4,5) strongly agree (4,5-5,0) (Kal-
utara et al., 2017).

8 They chose the Varimax rotation method (Kalutara et al., 2017).

% The data file containing the overview of all the dimensions, categories, and subcategories is at the authors’ disposal. The file was
not published for being too extensive.

1 The questionnaire was completed by 49 companies united in 1 association. Its aim was to find out the data in the individual TBL
dimensions (Jiang et al., 2018).

' Cronbach’s coefficient a is higher than 0,7, correlation coefficient (content validity) is higher than 0,5, and the loading between
the correlated indicators and the first main component (construct validity) is higher than 0,5 (Jiang et al., 2018).

1214 The data file containing the overview of all the dimensions, categories, and subcategories is at the authors’ disposal. The file
was not published for being too extensive.
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value can also be calculated as the ratio of the points ob-
tained per each dimension category to the maximum num-
ber of points in the dimension. The final index value is then
determined by the arithmetic average of the dimension val-
ues (Janamrung, & Issarawornrawanich, 2015). The index
value given by the average of the dimension values is also
presented by Huang and Badurdeen (2018), as well as Ma-
rimina et al. (2018) and Kilkise (2016) who use the simple
weighting. The idea is to make the index construction as
simple as possible and understandable to users, compared
to the following indices, which are more sophisticated,
more accurate, and therefore, sometimes more difficult to
be understood by general public.

2. Indices using the selected multi-criteria deci-
sion-making method

The second group uses the multi-criteria decision-mak-
ing methods, most often the method of analytical hierar-
chical process, sometimes extended by the unconventional
linguistic models and fuzzy logic. To determine the val-
ue of each dimension, Azevedo and Barros used the Delf
method. The value of each dimension is determined by the
sum of the category values that can have a positive or neg-
ative impact on the dimension, i.e. a positive or negative
value. To aggregate dimensions into the resulting index,
the multi-criteria method of decision-making, namely the
weighted sum method, the advantage of which is trans-
parency and clarity for the public, was used (Azevedo &
Barros, 2017). Mansourianfar and Haghshenas follow the
method of analytical hierarchical process, where, within
the pair comparison, experts assess which of the two of-
fered (sub)categories is more important and by how much.
The index value is determined by the sum of the weights
and normalised values of each category (Mansourianfar &
Haghshenas, 2018). Kopacz, Kryzia, and Kryzia (2017) or
Rajnoha, Lesnikov4, and Krajcik (2017) also used the an-
alytical hierarchical process method. Staitkova and Zaple-
tal as well as Liern a Pérez-Gladish (2018) extended the
method by the unconventional linguistic models and fuzzy
logic.

3. Indices using the unconventional linguistic mod-
els and fuzzy logic

The third group uses the unconventional linguistic
models and fuzzy logic in the index construction. It uses
linguistic terms to introduce the preferences of the deci-
sion-maker (Pokorny et al., 2017). Djekic et al. expressed
each category on a three-value linguistic scale, which was

subsequently converted into numeric values on a scale
from 0-100. When aggregating dimensions, each dimen-
sion had the same weight (Djekic et al., 2018). Unconven-
tional linguistic models and fuzzy logic, specifically the
fuzzy expert system, were also used by Venturelli et al.
(2017).

4.  Indices using the factor analysis

The last group uses the factor analysis (or its analogy
— the main components method) in the index construction.
Both Kalutara et al. and Alderete a Bacic used it not only
to identify categories, but also to reveal the weights. They
chose the method of the main components to select the fac-
tors. Kalutara et al. presented the way of aggregation as
well - the index is calculated as the sum of the values of in-
dividual dimensions multiplied by the respective weights
(Kalutara et al., 2017). Jiang et al. chose the method of the
main components instead of the factor analysis. The result-
ing index is then given by the product of the sustainable
performance score and development coordination degree
(Jiang et al., 2018).

When constructing the index, the expert panels are of-
ten used for deciding on the categories, dimensions, and
weights. The expert panels method is aimed at summaris-
ing and synthesis of a wide range of data and information
and creating a summarising report, which is a set of rec-
ommendations for solving the discussed issue or an over-
all vision regarding the covered subject. The main task of
the expert panel is usually the synthesis of different input
data. The method is suitable for solving the highly com-
plex issues (e.g. CSR) requiring knowledge from different
disciplines.

4 Discussion

The scoping review shows that the indices authors use the
form of a case study in a particular organisation to test the
indices the most often. The number of the investigated
organisations did not exceed 12 in the case of the multi-
ple case studies. The data are obtained primarily from the
secondary sources. Only in 3 cases the authors did obtain
the index calculation data from interviewing in the organ-
isation. The above-mentioned procedure does not change
in the case of larger research samples (from 49 to 204 or-
ganisations). The authors most often use the data from the
databases, or the information provided on the websites or
in reports of the investigated organisations.

Schrippe and Ribeiro’s approach, where they collected
data for creating an adjusted index directly from the ques-

15 The dimension value in their model is given by the lowest value of the compulsory category and the final index value is given
by the lowest dimension value. The index is therefore based on the idea that poor performance in one compulsory dimension/
category means that an organisation cannot be considered socially responsible.
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tionnaires that the companies had to fill out in order to have
a chance to reach the Corporate Sustainability Index of the
Brazilian Stock Exchange can serve as an inspirationl.
Given that this is a relatively exceptional index, which a
maximum of 40 out of the 200 companies with the most
liquid shares can reach, the vast majority of the selected
companies voluntarily published their answers, which in
turn served as a data source for the further research of the
authors (Schrippe & Ribeiro, 2018).

There is no consensus about the method of determining
the weights and index construction. Most of the CSR indi-
ces are created by using the existing data, which are later
variously adjusted according to the expert panels formed
according to different criteria.

According to Mansourianfar and Haghshenas, the sub-
categories must meet the following criteria by being (Man-
sourianfar & Haghshenas, 2018):

* relevant to sustainability in its three main dimen-

sions;

»  comprehensible to an ordinary citizen;

e transparent in its content and structure — i.e. the
user should be able to find out how the final value
is calculated,

e foreseeable;

e comparable;

»  appropriate for scaling, i.e. measurable on an ap-
propriate spatial and time scale;

*  measurable, i.e. repeatedly measured and able to
be quantified;

» feasible, i.e. reliable, reasonably priced and

» independent, i.e. independent of each other.

In the carried out scoping review, it was not possible
to well-monitor the way the described indices were used.
They are explicitly mentioned only in 2 papers. Most of
the time, the authors only state that they created their
own index based on a review, but they are not specific in
what exactly the review contained. If we accept the op-
tions described in the introduction to interpret the output
data of the indices as nominal, ordinal, and cardinal data,
then at first glance it seems possible to create an order of
organisations according to the CSR rate by means of the
CSR index evaluation. If we consider the resulting indices
as ordinal, then we can trace the use, as different forms
of rankings within a single index methodology are used.
However, taking into account the cardinal data shows that
the resulting CSR indices of different methodologies do
not determine the real ranking of organisations. This is due
to the inconsistency of the construction of the different
CSR indices, the diversity of inputs for the evaluation of
the CSR indices, and the diversity of profiles of the target
evaluated groups of organisations. The CSR index notice
value is also affected by the data source processed in the
CSR index, the method of evaluating the data in the CSR
index, as well as the clarity of the CSR output for the user.
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It can be assumed that there is still a number of other
ways of constructing and evaluating the CSR indices that
are traceable in other scientific databases.

In the process of summarising the outputs of the car-
ried-out research, we face a number of follow-up questions:
Is CSR a suitable content for indexing? Can the CSR activ-
ities that should be an expression of free will and a specific
visibility of the organisation’s relations with the society be
expressed by the index? What is more relevant for the CSR
index evaluating? Are these data obtained from publicly
available sources that respondents publish themselves or
the process by which an organisation reaches the value of
a particular index? Furthermore, the differences in social,
i.e. national, religious, regional, legislative frameworks at
national levels that change the concept of CSR according
to the environment must be taken into account (Bernardo-
va et al., 2018a).

The positive effects of CSR activities on the society
are one of the basic characteristics of the CSR concept,
and these can only be perceived by the end-users. Maria
Gjelberg illustrates this fact in her paper. To address it, she
develops 2 indices: one measuring the CSR activities and
one measuring the CSR performance in 20 OECD coun-
tries. The comparison of results reveals the significant dif-
ferences between the 20 countries. (Gjelberg, 2009). The
issue of approaching the CSR indices in different countries
is also discussed by Halkos and Skouloudis (2018), who
highlight the interconnection of the global CSR concept
and innovative capacity with regard to the national specif-
ics of individual countries.

CSR is a social construct that develops in parallel with
the social evolution. This is documented in a timeline of
scientifically and practically recognised definitions. In
1954, Bowen defined the CSR as: “... the entrepreneur’s
obligations to carry out such procedures, to take such deci-
sions or to follow such direction of conduct as desirable in
terms of the objectives and values of the society.” The 2001
Definition of the European Commission defines the CSR
as follows: “... describe it as a concept whereby compa-
nies integrate social and environmental concerns in their
business operations and in their interaction with their
stakeholders on a voluntary basis....”(Commission of the
European Communities, 2001). The UN states that: ,, Cor-
porate sustainability is imperative for business today — es-
sential to long-term corporate success and for ensuring
that markets deliver value across society. To be sustain-
able, companies must do five things: Foremost, they must
operate responsibly in alignment with universal principles
and take actions that support the society around them.
Then, to push sustainability deep into the corporate DNA,
companies must commit at the highest level, report annu-
ally on their efforts, and engage locally where they have
a presence.” (UN, 2014, p. 7) Rasche’s et al., (2017) defi-
nition says: “CSR policy acts as a self-regulatory mech-
anism by which the company monitors and ensures its
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active compliance with legal spirit, ethical standards and
national or international standards.” The concept of CSR is
being transformed, however, the ethical nature of entrepre-
neurs’ responsibility towards the society remains the same.
Responsibility as an individual response to the needs of
others is elaborated in the paper by Lévinas. The author
emphasises the primacy of ethical (moral) values over any
thinking, knowledge and people’s actions (Lévinas, 2009,
p. 123). In terms of CSR, this means: understanding the
needs of the society and taking into consideration the so-
cietal needs in entrepreneurship; the ability to communi-
cate with all the stakeholders; the ability to orientate in the
structure and functioning of the company; the ability to
estimate the consequences of one’s own conduct; and the
ability to see one’s own role in passing on the values to the
future generations.

5 Conclusion

The aim of the paper was to find out how the indices that
evaluate the socially responsible behaviour of organisa-
tions are created. The reason is to evaluate their usability
for SMEs that account for around 99% of active entrepre-
neurial entities in the EU (European Parliament, 2020).

The indices are a well-established tool of the CSR
measurement. Approaches to their construction are of
different level of complexity, which subsequently man-
ifests itself in the level of their comprehensibility. The
CSR methodologies using other than simple mathemati-
cal procedures are complicated to interpret. Indices using
the linguistic models and fuzzy logic are intended to make
the value data more effective by using the knowledge and
experience of the “experts”. In the data processing, they
do not use the mathematical, but the linguistic models. But
even these indices do not always give us the ability to un-
derstand the logic of their construction for SMEs.

In the case of SMEs, the use of the CSR index accord-
ing to the above-mentioned construction methods seems
problematic. SMEs cannot employ the CSR experts or
employees understanding the complex descriptions of
the CSR indices construction (see indices using the factor
analysis, indices using the multi-criteria decision-making
methods, indices using the unconventional linguistic mod-
els and fuzzy logic) (Bernardova et.al., 2018b). SMEs also
do not often produce the data which the indices based on
the secondary data processing are drawn from. The indices
described in the simple index group are mainly applicable
to SMEs.

Limitations of the research and ethical aspects of
the study:

The carried-out research has several limitations to be
taken into account when interpreting the results. The scop-
ing review was conducted within one database and only

in the selected period of 2014-2018. Therefore, extending
the review for additional databases and time periods could
potentially change the results. It should be also noted that
the assessment of the relevance of the papers to the study
question was carried out by one researcher, which increas-
es the level of subjectivity of the selection.
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Sestava in pomen kazalnikov druzbene odgovornosti podjetij - od rezultatov do bistva

Ozadje in namen: Redno porocanje o druzbeni odgovornosti podjetij naj bi podjetjem olajSalo prepoznavanje traj-
nostnih tveganj in vodilo do vecjega zaupanja vlagateljev in potroSnikov. Namen prispevka je ugotoviti, kako so
sestavljeni indeksi, ki se uporabljajo za ocenjevanje druzbeno odgovornega ravnanja podijetij.

Zasnova | metodologija I pristop: Pregled obsega je metoda, uporabljena v tej Studiji. VpraSanje za dolo€anje
obsega je: Kaj vemo o oblikovanju indeksov, ki ocenjujejo druzbeno odgovorno vedenje organizacij iz obstojecih
strokovnih in znanstvenih virov?

Rezultati: Analiza 20 ¢lankov je pokazala, da glede metode dolocitve utezi in konstrukcije indeksa ni soglasja v lite-
raturi. Obstajajo 4 pristopi k oblikovanju indeksa. Prvi uporablja odstotek izpolnjevanja dolo¢enih meril ali povprecje
vrednosti dolo€enih dimenzij indeksa. V drugem pa so uporabljene veckriterijske metode odlo¢anja (najpogosteje
analiticna hierarhi¢na metoda). Tretji uporablja nekonvencionalne lingvisticne modele in mehko logiko, Cetrti pa te-
melji na faktorski analizi ali metodi glavnih komponent.

Zakljuéek: Glavna znacilnost indeksov druzbene odgovornosti je njihova metodolo$ka raznolikost. To otezi razu-
mevanje rezultatov analiz druzbene odgovornosti podjetij in v bistvu onemogoca rangiranje po uspesSnosti glede
druzbene odgovornosti, Se zlasti za mala in srednje velika podjetja.

Kljucne besede: DruZbena odgovornost podjetij, Indeks, Pregled obsega, Indeks druZbene odgovornosti podjetij
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Background and Purpose: Existing literature on the Industry 4.0 concept does not provide a clear empirical veri-
fication if and how the implementation of Industry 4.0 impacts export market orientation, market diversification, and
export performance of firms. The purpose of this paper is to provide a framework on how firms can increase their
export performance by knowing the impact of Industry 4.0 on firms’ export activities.

Methodology: The analysis is based on an examination of 81 Slovenian export firms, with the majority active in
the processing industry in which the export of products and services represents a more than 20% share in the total
revenue of the firm. Factor analysis and multiple regression were used to process the collected data.

Results: The analysis results reveal that firms that invest in advanced technologies and realize digital transforma-
tion are better prepared to compete internationally and achieve better export performance.

Conclusion: Our study showed the positive link between implementation of Industry 4.0 and export activities of
firms and confirmed that implementation of Industry 4.0 leads to many changes in the mindset and operation of
Slovenian firms and actively reflects in their export results. The research findings may serve as an important guide
for managers in the optimal planning and management of export marketing and business activities. The study thus
provides a foundation for the growing research on the relationship between Industry 4.0 and export business activ-
ities of firms.

Keywords: Industry 4.0, Export market orientation, Market diversification, Export performance.

dustry 4.0 is a new phenomenon based on technological
concepts of cyber-physical systems and Internet of Things
and Services that has the potential to give rise to smart
factories and influence every economic sector, especially
industry. The phrase or abbreviation I 4.0 appeared in 2011

1 Introduction

Industry 4.0' is bringing many changes that represent
numerous advantages or growth possibilities to firms, i.e.
the possibility to expand to new, non-traditional markets,

streamline products, adapt manufacturing without delays,
and efficiently use resources and energy, in addition to
causing firms to face new challenges.

Ganzarain & Errasti (2016, 1122) deterimne that In-

as a result of an association of representatives of German
firms, politics, and academicians striving to boost the com-
petitiveness of the German manufacturing industry based
on high technology (Kagermann et al., 2011) as well as a

Received: 2nd February 2020; revised: 20th June 2020; accepted: 15th July 2020

' According to i-SCOOP (2020) Industry 4.0, which refers to the fourth industrial
revolution (TechTarget, 2020), is the digital transformation of manufacturing/pro-

duction and related industries and value creation processes.
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focus on smart — (a) smart products, (b) processes, and (c)
procedures and factories (BMBF, 2017).

According to Kagermann et al. (2013), implementing
Industry 4.0 will not only strengthen the competitive posi-
tion of firms but also drive solutions to both global (e.g. re-
source and energy efficiency) and national challenges (e.g.
managing demographic change) (Kagermann et al., 2013).
Rodi¢ (2017, 205) claims, that even when firms are not
interested in implement—ing the Industry 4.0 paradigm, the
pressure from their competitors or partners will motivate
them to do so. As suggested by Jerman et al. (2020, 69
and 75) it is also important to know and understand new
competencies of employees such as technical literacy, in-
formation and communications technology (ICT) literacy,
inovation and creativity, openness to learning, adaptation
to change and various soft skills, introduced by the concept
of Industry 4.0.

Prior researches revealed that Industry 4.0 encourag-
es (a) the creation of new business models (Frank et. al.,
2019; Miiller et al., 2020) (b) transformation of interna-
tionalization processes (Strange & Zucchella, 2017; Chi-
arvesio & Romanello, 2018) and (c) impacts on firms’
(export) performance (Dalenogare et al., 2018; Biichi et
al., 2020).

While Grzybowska & Lupicka (2017, 222) determine
that the development of new technologies is the main driv-
ing force behind the contemporary global economy, Miiller
et al. (2018c) claim that strategic as well as operational
opportunities are positive drivers of Industry 4.0 imple-
mentation, whereas challenges regarding competitiveness
as well as organizational and production fit hinder its pro-
gress. Veile et al. (2019) expose seven dimensions, which
need to be considered when implementing Industry 4.0:
(1) corporate culture and communication, (2) personnel,
(3) firm organization, (4) safety and security, (5) preparing
the implementation of Industry 4.0 solutions, (6) integrat-
ing Industry 4.0 solutions and (7) financial feasibility.

Miiller et al. (2018c) determine that the perception of
Industry 4.0-related opportunities and challenges, which is
the first step toward Industry 4.0 implementation, depends
to a large extent on different firms’ characteristics. Accord-
ing to Horvath & Szabo (2019, 119) multinational firms
have higher driving forces and lower barriers to industry
4.0 than small and medium-sized firms.

The contemporary dynamics in the field of technolo-
gy development and market globalization require firms to
innovate and internationalize while also remaining com-
petitive in the international marketplace (Bettiol et al.
2020). According to Hannibal & Knight (2018), oppor-
tunities presented by Industry 4.0 might provoke firms to
rethink their degree or geography of internationalization.
While Strange & Zucchella (2017) highlight the possibil-
ities of the potential transformation that Industry 4.0 can
have on the international dimension of firms, Chiavesio
& Romanello (2018) didn’t confirm a direct relationship
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between Industry 4.0 and internationalization, but among
other things encouraged scholars to research the relation-
ship between investments in Industry 4.0 and the firm’s
strategy to remain competitive in the international context.

One of the latest researches (Bettiol et al. 2020) on the
relationship between investments in Industry 4.0 and inter-
nationalization processes shows that the implementation
of Industry 4.0 does not change the international strategy
of the firms, but is mainly focused on finding coherence
between the opportunities based on those technologies and
the present strategy of the firms. Nevertheless, the authors
Bettiol et al. (2020) argue that firms that source global-
ly and export present the highest level of sensitiveness to
global competition in the investments in Industry 4.0 tech-
nologies.

Despite the growing body of economic research on In-
dustry 4.0, little attention has been paid to an examination
of opportunities and challenges related to export business
and performance of firms. The purpose of our study is to
find out whether and how the implementation of Industry
4.0 reflects in firms’ export business.

The main objective of this article is to examine if and
how the implementation of Industry 4.0 encourages firms’
export activities, such as (a) export market orientation and
(b) market diversification — not only to traditional but also
emerging markets (China, India, Vietnam, Turkey, Paki-
stan), and improves its export performance. Accordingly,
this study attempts to answer the following research ques-
tions:

RQ1: How does the implementation of Industry 4.0
impact the export market orientation of firms?

RQ2: How does the implementation of Industry 4.0
impact the strategy of diversification to the dynamic mar-
kets of fast developing countries?

RQ3: How does the implementation of Industry 4.0
impact the export performance of firms?

More and more Slovenian firms are aware that digital-
ization of manufacturing is essential for improving com-
petitiveness on domestic and foreign markets. In 2017,
the industrial sector composed 32.2% of Slovenia’s total
GDP, which is an encouraging fact when compared to the
industrial sector’s share in the EU’s total GDP of 25.1% in
2017 (CIA, 2020), however these data are accompanied by
the questions, ‘Which transformation phase are Slovenian
firms currently in?’ or ‘Are they capable of introducing fu-
ture technologies?’ (Herakovic, 2016, 12).

In the further course of this paper, Chapter 2 describes
the theoretical background, whereas Chapter 3 outlines
the designing of the conceptual model and hypotheses. In
Chapter 4, the empirical approach is described, encom-
passing a survey of 81 Slovenian export firms and the sur-
vey results. Chapter 5 presents a discussion, while Chapter
6 is closing the paper with a conclusion.
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2 Literature review

2.1 Industry 4.0 and export activity

According to Bettiol et al. (2020, 2) the new emerging
paradigm of the fourth industrial revolution promises to
redefine the sources of value through the exploitation of
new sets of technologies such as co-robots, additive man-
ufacturing, Internet of Things (IoT), big data, and artificial
intelligence being directly connected to manufacturing.

Industry 4.0 has been one of the emerging topics in re-
lation to international business in the last decade (Strange
& Zucchella, 2017; Chiarvesio & Romanello, 2018).

The implementation of Industry 4.0 is an evolutionary
process that requires current basic technologies and expe-
riences to be adapted to the specific requirements of man-
ufacturing engineering and innovative solutions for new
locations and new markets to be explored (Kagermannn
etal., 2013, 7).

Alcacer et al. (2016, 499) claim that the new tech-
no-economic paradigm of the information age has brought
about new structures and processes in international busi-
ness. In their recent contribution, Bettiol et al. (2020, 1)
highlight growing attention on the relationship between
implementation of Industry 4.0 and internationalization
processes. The authors (Bettiol et al., 2020, 9) argue that
different level of internationalization impacts the motiva-
tion of implementation of Industry 4.0 technologies. Ac-
cording to the authors, emerging technologies can modify
the scale and organization of manufacturing processes,
potentially pushing firms toward the redefinition of their
activities worldwide.

As reported by Laplume et al. (2016, 595), the imple-
mentation of new technology, such as 3D printing, has the
potential to partially reverse the trend towards global spe-
cialization of production systems into elements that may
be geographically dispersed and closer to the end users.
Strange & Zucchella (2017, 174) expose the importance of
further growth of digital platforms for the distribution of
products (e.g. Amazon, Alibaba), which make it easier for
small firms to also enter global markets.

According to recommendations (Chiavesio & Ro-
manello, 2018) for future investigation on the relationship
between Industry 4.0 and their related effects on the inter-
national configuration and performance of firms, the pres-
ent study is focused on the importance and influence of
Industry 4.0 on export activities of firms’ and optimizing
their export performance. In fact, no empirical evidences
have been developed up now to test if and how Industry
4.0 is impacting firms’ export activities, especially in terms
of how their diversification strategies to untraditional,

emerging markets are considered.

2.2 Industry 4.0 and export market
orientation

A firm’s export market orientation is based on the percep-
tion of the environment and on better knowledge of the
needs, requirements, and wishes of foreign consumers.
Export market-oriented firms are more informed about the
needs of their target markets and will be positioned more
strategically than their less market-oriented competitors
to tailor products and services for those markets (Day &
Wensley, 1988).

The emergence of the information and digital age is
rapidly changing the manner of international business
activity (Alcacer et al., 2016). Industry 4.0 relies on the
adoption of digital technologies to gather data in real time
and to analyze it, providing useful information to the man-
ufacturing system (Wang et al., 2016). Rezk et al. (2016)
predict that emerging technologies will reshape the inter-
national configuration options available to firms.

As already stated, export market orientation is based
on collecting, analyzing, and using information on foreign
markets. It is also based on the formation of suitable export
strategies in accordance with that information.

For instance, smart, connected products allow compa-
nies to form new kinds of relationships with customers,
requiring new marketing practices and skill sets (Porter
& Heppelmann, 2014). In other words, as companies ac-
cumulate and analyze product usage data, they gain new
insights into how products create value for customers, en-
abling better positioning of offerings and more effective
communication of product value to customers (Porter &
Heppelmann, 2014).

According to the findings from the scientific literature
on the impact of Industry 4.0 on firms’ export market ori-
entation, it can be assumed that emerging technologies are
an important part of consolidating export market orienta-

tion.

2.3 Industry 4.0 and diversification
strategy (on emerging markets)

The fast technological and communication progress in re-
cent decades has operatively brought distant markets much
closer and further encouraged firms to expand internation-
ally, even though their operations are getting more com-
plex with stronger internationalization due to the diverse
cultural, institutional, and competitive environment.

According to Porter & Heppelmann (2015), implemen-
tation of some Industry 4.0 technologies may have strong
impacts on the firms themselves and even across their
boundaries.

Although the literature highlighted (Strange & Zuc-
chella; 2017; Rehnberg & Ponte, 2017) the importance of
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Industry 4.0 technologies in connection with developing
international activities, Chiarvesio & Romanello (2018)
didn’t confirm a direct relationship between Industry 4.0
and internationalization or any underlying impact in terms
of internationalization.

On the other hand, different authors have speculated
on how some new technologies may impact cross-border
business. For example, 3D printing may alter the way pro-
duction is organized across time and space — with impor-
tant redistributive effects on geography and size of pro-
duction activities (Rehnberg & Ponte, 2018), while the
digitalization that includes internet and mobile technolo-
gies with high-speed connectivity has helped bring about
a change to established (export) business models (Roblek
et al., 2016). In their recent contribution, Strange & Zuc-
chella (2017) discuss the potential implications of big data
for international business. They determine that firms will
be able to monitor emerging trends and opportunities in
overseas markets without the need to make substantial re-
source commitments in local marketing affiliates, and that
they will be able to more effectively optimize their supply,
production, and distribution activities around the world.

The availability of good-quality big data will enable
firms to analyze and operationalize them and realize the
potential benefits (Strange & Zucchella, 2017), which is
particularly important in the case of firms that have the am-
bition to expand their business activities to international
markets, especially fast growing, distant ones, which offer
great business opportunities but represent a different busi-
ness environment and weakly known culture and customer
preferences.

It is evident that the young growing population with
potential consumer power is an important driver for inter-
national business experts that want to pursue opportunities
in the rising Asian and other emerging markets. Despite
the fact that the world has changed dramatically as a result
of the pandemic, the advanced economy group is forecast
to grow at 4.5 percent in 2021, while growth for the emerg-
ing market and developing economy group is forecast at
6.6 percent in 2021 (IMF, 2020) — a great starting point to
take advantage of the fourth industrial revolution, which
offers an option of real-time international connectivity,
product coordination, and customization of production
without a time lag.

2.4 Industry 4.0 and export performance

Export performance is one of the most studied topics of
international operations and the central construct in export
marketing research (Cavusgil & Zou, 1994; Leonidou,
Katsikas & Samiee, 2002). However, little is known about
how firms see the potential contribution of Industry 4.0
related technologies for export performance.
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Prior studies docu—mented that new technologies,
more efficient production techniques, and new products
and processes resulting from technological innovation
help exporting firms to respond to technological and en-
vironmental changes in highly competitive global markets
(Kafouros et al., 2008; Zahra & Covin, 1995), whereby
the research of Azar & Ciabuschi (2017) indicates that or-
ganizational innovation enhances export performance by
sustaining technological innovation.

To achieve a competitive advantage, a company must
be able to differentiate itself and thus command a price
premium, operate at a lower cost than its rivals, or both.
This allows for superior profitability and growth relative to
the industry average (Porter & Heppelmann, 2014). Azar
& Ciabuschi (2017, 333) are convinced that adopting inno-
vations is vital to ensuring adaptive behavior by exporting
firms.

Industry 4.0 is considered a new industrial stage in
which vertical and horizontal manufacturing process in-
tegration and product connectivity can help companies to
achieve higher industrial performance (Dalenogare et al.,
2018). According to Haseeb et al. (2019) elements of In-
dustry 4.0 such as big data, Internet of Things, and smart
factory have a positive role in promoting information
technology (IT) implementation, which contributes to sus-
tainable firm performance. Adopting a higher number of
smaller technological innovations enables exporting firms
to better adjust to the new foreign environment and en-
hance their performance rather than focusing exclusively

on radical innovations (Azar & Ciabuschi, 2017, 333).

3 Conceptual Model and Hypotheses

Export market oriented firms operate on the basis of ob-
taining information that enables better understanding of
consumers in foreign markets (Narver & Slater, 1990),
therefore we assume that the firms employing the new set
of technologies, such as, in particular, Industrial IoT (Por-
ter & Heppelman, 2014; Strange & Zucchella; 2017) and
Big Data, which enable management of large amounts of
data (Manyika et al., 2015; Strange & Zucchella; 2017),
will be more successful in developing export strategies.
We can assume that the Industry 4.0 digital business en-
vironment promotes planning and making strategic export
decisions on the basis of data on (potential) foreign market
consumers, therefore we propose the first hypothesis:

Hypothesis 1: Industry 4.0 implementation positively
impacts the export market orientation of firms.

We believe that in order to develop an appropriate
strategy for the firm’s market diversification to distant, fast
developing markets, the ability of international network-
ing in real time, adjusting production without delay, and
coordinating products are of critical importance. These
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are the advantages brought about by the fourth industrial
revolution (Miiller et al., 2018a). The adoption of some
Industry 4.0 technologies may cause (1) global value chain
reconfiguration (Rehnberg & Ponte, 2017), for example
reverse the trends towards global specialization of pro-
duction systems into elements that may be geographically
dispersed and closer to the end users (Laplume et al., 2016,
595), or (2) optimization of firms’ supply, production, and
distribution activities around the world (Strange & Zuc-
chella; 2017), which is also reflected in the ambitions in
formulating the firm’s international market expansion,
especially to distant, fast developing foreign markets that
offer numerous business opportunities. This is grounds for
our second hypothesis.

Hypothesis 2: Industry 4.0 implementation positively
impacts the strategy of diversification to the dynamic mar-
kets of fast developing countries.

Researches argue that adopting innovations for the de-
velopment of a foreign market is beneficial to export per-
formance (Azar & Ciabuschi, 2017; Biichi et al., 2020).

International competitiveness of firms is increasingly de-
pendent on their competitive potential, therefore based
on the results of previous research (Kafouros et al., 2008;
Azar & Ciabuschi, 2017), we believe that export firms will
only be sufficiently responsive and competitive with regard
to the environmental and technological challenges posed
by the increasingly fierce competition in terms of mar-
ket globalisation by adopting new technologies, effective
production techniques, and new products and processes.
From an IB perspective, we may expect that Industry 4.0
technology implementation influences the firms’ ability to
compete in national and regional foreign markets as well
as cross-border optimisation of business processes and ac-
tivities in the broader geographical area. In reference to
this, we put forward the following hypothesis:

Hypothesis 3: Industry 4.0 positively impacts the ex-
port performance of firms.

Further on, we are introducing the conceptual frame-
work, based on theoretical perspective and developed hy-
potheses (see Figure 1).
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Figure 1: Conceptual model and hypotheses
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4 Study methodology and sample

4.1 Questionnaire design

In the first phase of the empirical study, we focused on
designing relevant and reliable measurement scales by
means of which we tried to study individual constructs
as precisely as possible. Based on scientific literature, we
searched for suitable measurement scales. If none were
available, we designed them in accordance with the fun-
damental definitions of the constructs and drafted individ-
ual question banks. Questionnaire items are shown in the
Appendix.

4.1.1 Explanatory variable construct

For the Industry 4.0 implementation explanatory variable
construct in hypotheses H1, H2, and H3, we designed a
new questionnaire comprised of items linked to the digi-
talization of operations (Herakovic¢, 2016; Kagerman et al,.
2013; Dais & Bosch 2014), creation of new export strate-
gies and models, a fast information flow, and a facilitated
overcoming of temporal as well as geographic obstacles
(Kagerman et al., 2013; Ganzarain & Errasti, 2016). The
construct was measured on the seven-point Likert scale.
The questionnaire design takes into consideration impor-
tant fields, such as the digitalization of business processes
and the competitiveness of the firm, the creation of new
business (export) models, a facilitated flow of information,
and new — digital marketing channels.

4.1.2 Dependent variable constructs

a)  Export orientation of firms — hypothesis H1
The Export orientation of Slovenian firms construct has
been operationalized based on the shortened range of Narv-
er and Slater statements, focusing on the market orienta-
tion dimension descriptions (Narver & Slater, 1990). For
the purposes of our study, the scale was additionally adapt-
ed in accordance with Cadogan et al. (2009, 86). When
designing the scale or subscales, our point of view was
just like for the authors of the information on export mar-
kets, the availability/dissemination of public information,
and the responsiveness of the export firm or its employ-
ees. The questionnaire has been significantly shortened
and simplified, as we were mostly interested in definitions
that were focused on export market orientation, and we
avoided posing questions and statements on related topics,
because we did not want to deter the representatives of the
firms surveyed from participating in a research as a result
of too many statements to choose from. The construct was
measured on the seven-point Likert scale.
b)  Strategy of diversification to the dynamic mar
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kets of fast developing countries — Hypothesis H2
To measure the construct Strategy of diversification to the
dynamic markets of fast developing countries, we creat-
ed a new questionnaire based on the long-term marketing
potentials of fast developing markets (PwC, 2017; Lins
& Servaes, 2002), the uncertainty of the business envi-
ronment (JurSe, 2017), demographics (OECD, 2019), the
capacities of the firm, and the skill set of the personnel
(Sakarya et al., 2007; JurSe, 2017), due to the specific na-
ture of the empirical study (non-traditional markets, young
population, rising new purchasing power). The respond-
ents evaluated individual statements based on the 7-point
Likert scale.

¢)  Export performance — Hypothesis H3
The studying of export performance was focused on the
factors that significantly influence the export performance
of firms, i.e. their sales on foreign markets, export market
share, entry into foreign markets, and the average annual
sales growth in comparison to the average annual growth
of their industry. The questionnaire was designed based on
the measurement instrument developed by Cadogan et al.
(2002). All four items were measured on the 7-point scale,
with the first three items focused on measuring satisfaction
(1 — very unsatisfied, 7 — very satisfied), and average an-
nual sales growth focused on evaluating the achieved level
(1 —very bad, 7 — very good).

4.2 Applied methodology

In order to test hypotheses H1, H2, and H3, the multidi-
mensional dependent variables (export market orientation,
strategy of market diversification to the dynamic markets
of fast developing countries, and export performance) and
the explanatory variable (Industry 4.0 implementation)
were designed by means of factor analysis, whose applica-
bility was tested beforehand by means of the Bartlett’s test
of sphericity and the Kaiser-Meyer-Olkin (KMO) index
(Kaiser, 1974), which has to be above 0.5. The shared var-
iance of an individual variable explained with all the fac-
tors together was verified by means of communalities. If
an individual variable did not reach the prescribed value of
0.4, it was removed from the analysis. In the further course
of the factor analysis, we evaluated the dimensionality, va-
lidity, and reliability of the constructs. When determining
a smaller number of factors, we used the rule of the own
value, which has to be more than 1 for individual factors,
as well as the rule of the entire explained variance, with the
stipulated value of more than 60%. The convergent validi-
ty of a construct was verified with the factor loading apply-
ing to the relevant factor. Loading values equal to or higher
than 0.6 have confirmed the interconnection between vari-
ables measuring the same construct. The construct reliabil-
ity or the consistency of individual factors was determined
with the Cronbach Alfa Coefficient (Cronbach, 1951), with
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the prescribed value of at least 0.60.

The dependability of a dependent variable on an ex-
planatory variable or the created factors was studied by
means of the regression analysis, which was performed
separately for each of the hypotheses under the consider-
ation of the value of the (multiple) correlation coefficient
used to explain the correlation strength and the direction
between dependent and independent variables as well as
the value of the (multiple) coefficient of determination
based on which the relationship between the explained and
total variance for a dependent variable was determined.
It was verified with the F-test if it is sensible to use the
regression model, which demonstrates the suitability of a
model as a whole or the existence of a linear relationship.
Additionally, the T-test and statistical significance confirm
the existence of codependency among variables. We took
the 5% significance rate into consideration.

4.3 Characteristic of the sample

The survey questionnaire was distributed via e-mail at the
beginning of April 2019 to 300 corporate addresses. We
received 144 responses to the questionnaire by the end of
April 2019. 63 firms were eliminated, because their re-
sponses were incomplete. Therefore, the final sample for
the data analysis featured 81 firms that met all the condi-
tions (n=81).

The email was addressed to the employees at one of
the following positions in the firm: management board
chairman or member, director of the firm, director or man-
ager of the export department, director or manager of the

marketing department, others (sales manager, chief digital
information officer, financial analyst, head of controlling).

The survey is based on the examination of 81 Sloveni-
an export firms, with the majority active in the processing
industry (see Table 1) in which the export of products and
services represents a more than 20% share in the total rev-
enue of the company on foreign markets. Table 1 shows
that the majority, i.e. 37% of the survey respondents, were
small firms. The director function was the most common
among survey respondents (43.2%). 14.8% of respondents
declared themselves the director/manager of the export de-
partment, with the same share also attributed to other po-
sitions, such as marketing manager, controlling manager,
sales manager, and other similar positions. The majority of
firms participating in the study (Table 1) were processing
firms (34.6%) as well as information and communication
firms (17.3%). A striking 56.8% of the firms included in
the study have been present on foreign markets for more
than 11 years (Table 1).

It is evident from the data analysis results in Table 2
that as many as 64.2% of the participating companies real-
ize the biggest share of their revenues on foreign markets
through the export of products. Table 2 shows that exports
account for 21 to 40% of the entire revenue of 42% of or-
ganizations participating in our study. The most important
market category into which the largest export share (Table
2) of the respondent firms falls is developed markets, with
a share of 88.9%. As little as 1.2% of the firms participat-
ing in the study stated the independent markets category
(e.g. Saudi Arabia — defined as a developing market, Bot-
swana — defined as a frontier market).

Table 1: Profile of surveyed firms and respondents

Size of the firm f, %,
Micro enterprises (1-10 employees) 16 19.7
Small firms (11-50 employees) 30 37.0
Mid-sized firms (51-250 employees) 21 259
Large firms (251 + employees) 14 17.3
Total 81 100.0
Position f, %,
Chairman/member of the management board 10 12.3
Director of the firm 35 43.2
Director/manager of the export department 12 14.8
Director/manager of the marketing department 10 12.3
Does not wish to respond 2 2.5
Other 12 14.8
Total 81 100.0
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Table I: Profile of surveyed firms and respondents (continues)

Activity of the firm f, %,
A — Agriculture and hunting, forestry, fisheries 3 3.7
C — Processing 28 34.6
F — Construction 4.9
G — Sale, maintenance in repair of motor vehicles 8.6
H — Transport and storage 4 4.9
J — Information technology and communication 14 17.3
F — Finance and insurance 2 2.5
L — Real estate 3.7
N — Other various business activities 16 19.8
Total 81 100.0
Presence on foreign markets f, %,
Less than 1 year 2 2.5

From 1 to 5 years 17 21.0
From 6 to 10 years 16 19.7
11 years or more 46 56.8
Total 81 100.0

Table 2: Export share in the entire revenue of the firm, strategic form of export internationalization, and the most important
market category according to the Global Market Index.
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Share of export in the total revenue of the firm f, %,

Between 21% and 40% 34 42.0
Between 41% and 60% 18 22.2
Between 61% and 80% 8 9.9
More than 81% 21 25.9
Total 81 | 100.0
Strategic form of export internationalization representing the | f, %,

biggest export share for the company

Product export 52| 64.2

Contract-based forms 20 | 247

Direct investments 9 11.1

Total 81 | 100.0
Most important market category according to the Global | f, %,

Market Index representing the biggest export share for the

company

Developed markets 72 | 88.9

Developing markets 8 9.9
Independent markets 1 1.2

Total 81 | 100.0
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5 Results

5.1 Factor analysis results

Based on the factor analysis, we established that the Indus-
try 4.0 implementation construct is two-dimensional (Ta-
ble 3), i.e. comprised of two subconstructs — digitalization
of business processes and new export models, products,
and markets. The two factors explain 81.94% of the total
variance. Since the communality value was insufficient,
we disqualified variable 114 3 in advance (a fast informa-
tion and data flow makes it easier to overcome temporal
and geographic obstacles) and repeated the factor analysis
with the disqualified variable. The construct is convergent-
ly valid, since the rotated factor loadings for individual
factors exceed 0.6. It is also reliable, which is evidenced
from the Cronbach Alfa Coefficient that equals 0.781 for
the construct.

The factor analysis results for the dependent varia-
ble Export orientation of Slovenian firms (Table 4) have
shown that the construct is multidimensional. In accord-
ance with the fundamental variables, we named the first
factor or subconstruct Inter-functional connectivity, the
second Consumer focus, and the third Focus on the infor-
mation and competition on foreign markets. These three
factors explain 96.18% of the variance. The rotated fac-

tor matrix showed higher-than-prescribed rotated factor
loadings for individual subconstructs also in this studied
construct, therefore the entire construct is convergently
valid. Suitable Cronbach Alfa Coefficient values confirm
the reliability of the scale.

The rotated matrix for the Construct Diversification
Strategy into the dynamic markets of emerging countries
(Table 5) pointed us towards disqualifying two factors or
subconstructs — Diversification to fast developing markets
and Operational risks, which explain 89.48% of the entire
variance. Due to an insufficient communality value, we
disqualified fundamental variable DSDMEM 5 (We have
suitably trained marketing experts for our entry on foreign
markets) in advance and repeated the factor analysis with
the disqualified variable. The Cronbach Alfa Coefficient
values confirmed the reliability or consistency of both fac-
tors (subconstructs) as well as the entire construct.

Construct Export performance of firms is unidimen-
sional (Table 6). After fundamental variable EP_1 (With
our firm’s sale to foreign markets in the last 3 years, we
are: 1 — very unsatisfied, 7 — very satisfied) was disquali-
fied for not having met the prescribed communality value
of 0.4 and the factor analysis was repeated, the factor load-
ings are above 0.6, which confirms the convergent validity
of the construct. One single factor explains 76.82% of the
entire variance. The Cronbach Alfa Coefficient value is
0.842, making the scale reliable.

Table 3: Results of Factor Analysis for the Construct Implementation of Industry 4.0

Factor loadings

Statement Communalities 1 2

114.0 1 Dlgltallggtlon of business processes is crucial for the 0.735 0.857 0.008
competitiveness of the firm.

114.0_2 Industry 4.9 encourages executives to design new ex- 0.869 0.180 0.915
port strategies and models.

114.0 4 The 1mp1ementat19n of digitalization is supervised by 0.852 0.886 0258
competent executives.

114.0 5 The automation of manufacturing/business processes
encourages us to create new products and/or expand 0.881 0.102 0.933
to new markets.

114.0 6 New marketing (digital) channels are used to in- 0.761 0.855 0.172
crease export sales.

Kaiser-Meyer-Olkin measure: 0.663; Chi-Square: 190.200

Cumulative percentage of explained variance for the first factor: 54.73%
Cumulative percentage of explained variance for the second factor: 27.21%

Cronbach Alpha — all items (5): 0.781
Cronbach Alpha — factor 1: 0.850
Cronbach Alpha — factor 2: 0.858
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Table 4: Results of Factor Analysis for the Construct Export Orientation of firms

Factor loadings

Statement Communalities 1 2 3
We closely monitor the information on trends (e.g. pro-
visions, technological development, politics, economy on

EO 1 export markets). 0.979 0.078 -0.032 0.986

EO 2 We continuously plan and monitor the firm’s activities con-
nected to meeting consumers’ needs on foreign markets. 0.980 -0.027 0.989 -0.029

EO 3 Executives in all positions in the firm are constantly in
contact with current and prospective consumers on foreign 0.971 0.014 0.985 -0.022
markets.

EO 4 Consumer satisfaction on fgrelgn markets is often mea- 0.942 20.019 0.968 -0.068
sured and carefully planned in advance.

EO 5 Employees in the marketing department, along with em-
ployees from other departments in the firm, study future 0.966 0.982 0.018 0.038
requirements and needs of consumers on foreign markets.

EO 6 Information on consumers on foreign markets is available 0.906 0.942 0071 0.119
to everyone in the firm.

EO 7 Executlyes frequent.ly discuss advantages and strategies of 0.987 0.992 -0.009 0.050
competitors on foreign markets.

EO 8 All departments in the firm take part in the export opera- 0981 0.989 0.020 0.062
tions.

EO 9 We r.espond quickly tg marketing a}nd other competitive ac- 0.978 0.096 0.066 0.982
tivities of our competitors on foreign markets.

EO 10 | The export 'personnel are continuously in contact with the 0.929 0.963 -0.008 0.050
manufacturing department.

Kaiser-Meyer-Olkin measure: 0.801; Chi-Square: 1463.067

Cumulative percentage of explained variance for factor 1: 48.43%

Cumulative percentage of explained variance for factor 2: 29.28

Cumulative percentage of explained variance for factor 3: 18.47%

Cronbach Alpha — all items (10): 0.814

Cronbach Alpha — factor 1: 0.987

Cronbach Alpha — factor 2: 0.981

Cronbach Alpha — factor 3: 0.978

5.2 Hypotheses testing results regression coefficient = 0.267; p<0.017) has a statistically

significant impact on the export orientation of Slovenian
firms, while there is no direct connection between new ex-
port models, products, and markets as well as the export
orientation of Slovenian firms, since the connection is not
statistically significant. The R2 coefficient equals 0.076
and is statistically significant (p<0.050), which means that
7.6% of the variance of the export orientation construct
can be explained through the variance of both variables
together. The Durbin-Watson coefficient close to the pre-
scribed value of 2 shows that there is no autocorrelation in
the residuals. Firms that have digitalized their operations
on all operational levels have shown a stronger export ori-

In the further course of the empirical study, the hypotheses
were verified by means of regression analysis. The results
of individual models are shown in Table 7.

Testing hypothesis H1

The results of the first regression model (Table 7) stud-
ying the impact of Industry 4.0 implementation on the ex-
port orientation of Slovenian firms show that the subcon-
struct digitalization of business processes (standardized
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Table 5: Results of Factor Analysis for the Construct Diversification Strategy into the dynamic markets of emerging countries

Factor loadings

Statement Communalities 1 2

DSDMEM 1 | For our mdustry,. fast developing markets represent long-term 0.875 0.935 0.004
marketing potentials.

DSDMEM 2 | The uncertainty of the business environment is one of the key
factors when deciding on entering the markets of fast develop- 0.958 0.094 0.975
ing economies.

DSDMEM 3 | The dynamic BRIC markets are crucial for the growth of our 0.845 0.908 0.144
firm.

DSDMEM 4 | We con51der. China and .lndla to be‘among economically the 0.921 0.957 0.073
most dynamic and attractive developing markets.

DSDMEM 6 | The strategy.of diversification to developing markets has been 0882 0.034 0.939
assessed as risky.

DSDMEM 7 | We are interested in entering Asian developing markets with a
young geographic composition and a growing purchasing pow- 0.868 0.930 0.065
er.

DSDMEM 8 We; only opt for non-ownership forms when entering fast devel- 0.972 0.088 0.982
oping high-risk markets.

DSDMEM 9 | The mar'ketlng' acth}ty dlver51ﬁcat1(.)n strategy,on devs:l.oplng 0956 0.089 0.974
markets is designed in accordance with the firm’s capacities.

DSDMEM 10 | The firm’s international competitiveness is boosted with out-
ward internationalization to non-traditional, fast developing 0.776 0.877 0.085
markets.

Kaiser-Meyer-Olkin measure: 0.795; Chi-Square: 1072.610

Cumulative percentage of explained variance for factor 1: 52.23%

Cumulative percentage of explained variance for factor 2: 37.25%

Cronbach Alpha — all items (9): 0.882

Cronbach Alpha — factor 1: 0.956

Cronbach Alpha — factor 2: 0.979

entation. The new export models, products, and markets
construct has a negative and statistically insignificant im-
pact on the export orientation. The strength of the linear
connection between the dependent and the independent
variables is weak, since the R value in our case is only
0.274. Hypothesis H1 that Industry 4.0 implementation
positively affects the export market orientation of Slove-
nian firms can only be partially confirmed.

Testing hypothesis H2

Model 2 (Table 7) was used to establish the effect of
Industry 4.0 implementation on the strategy of diversifica-
tion to the dynamic markets of fast developing countries.
It can be concluded that the subconstruct of the digitali-
zation of operations (standardized regression coefficient =
0.267; p<0.016) positively affects the expansion of firms

to developing markets. It has been established that the link
between new export models, products, and markets and
the expansion strategy to fast developing markets is not
statistically significant. The adjusted coefficient of deter-
mination R2 equals 0.066 and is statistically significant
(p<0.026), which means that 6.6% of the variance of the
diversification to the dynamic markets of fast developing
countries strategy construct can be explained through the
variance of both predictor variables. The Durbin-Watson
coefficient is 1.787, which excludes potential autocorre-
lation problems. Hypothesis H2 stating that Industry 4.0
implementation positively impacts the strategy of diversi-
fication to the dynamic markets of fast developing coun-
tries can thus only be partially confirmed.
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Testing hypothesis H3

The results of the third regression model (Table 7) con-
firm that the subconstructs of business process digitaliza-
tion (standardized regression coefficient = 0.855; p<0.001)
and new export models, products, and markets (standard-
ized regression coefficient = 0.172; p<0.003) have a sta-
tistically significant positive impact on the export perfor-
mance of Slovenian firms. The effect of the digitalization
of operations subconstruct on export performance is very
strong, whereas the subconstruct of new export models,
products, and markets only has a weak impact on the export
performance of Slovenian firms. The adjusted coefficient
of determination R2 equals 0.754 and is statistically signif-
icant (p<0.026), which means that 75.4% of the variance
of the export performance of Slovenian firms construct
can be explained through the variance of both predictor
variables. The Durbin-Watson coefficient equals 1.580, so
there is no danger of residual autocorrelation. It has been
established that firms with digitalized operations as well
as systematically designed new export models, products,
and selected markets achieve better export performance
compared to firms that have not (completely) digitalized
their operations or are still insisting on traditional busi-
ness models and product ranges as well as selected mar-
kets. Slovenian export-oriented firms will have to urgently
follow the trends of digital transformation in the future,
also when it comes to faster collection of important data
and information from remote foreign markets. With time-
ly recognition and fast reactions to customer requirements
as well as thorough monitoring of the competition on for-
eign markets, firms boost their own competitiveness and
increase their possibilities for maintaining/improving ex-
port performance. Hypothesis H3 stating that Industry 4.0
implementation positively impacts the export performance
of Slovenian firms has therefore been confirmed in full.

6 Discussion

The aims of this study are to fill the voids in the ex-
tant literature by providing empirical confirmation of the
impacts of Industry 4.0 implementation on export market
orientation, market diversification to emerging markets,
and export performance. This paper responds to calls for
empirical research on Industry 4.0 technologies’ impact on
the international configuration and performance of firms
(Chiarvesio & Romanello, 2018).

At a general level, the results of this study show that
implementation of Industry 4.0 is beneficial to export
activities of firms. First, this study found that firms that
digitize business processes (standardized regression coef-
ficient = 0.267; p<0.017) manage large volumes of data,
including extensive information on customers and compet-
itors in foreign markets, providing them with a better basis
for achieving greater export market orientation, which is
consistent with Strange & Zucchella’s (2017, 179) claims
that firms, supported by BDA, will be able to monitor
emerging trends and opportunities in overseas markets
which exert big influence on the implementation of market
orientation in the export context.

Second, our study seems to lead us to consider that
subconstruct Digitalization of business processes (stand-
ardized regression coefficient = 0.267; p<0.016) has a
strong impact on firms’ international market expansion
into emerging markets. Our finding is consistent with ex-
pectations and with lessons drawn from the literature (Azar
& Ciabuschi, 2017, Biichi et al., 2020), since we find that
firms with certain ownership-specific advantages, such as
innovative products, technological know-how, and market
price leadership in competitive products, which are the re-
sult of digital transformation, often give firms a competi-
tive edge in foreign markets. We also establish that due to

Table 6: Results of Factor Analysis for the Construct Export performance of firms

Factor
loadings
Statement Communalities 1
EP 2 Satisfaction (1 — very unsatisfied, 7 — very satisfied)
with the export market share of the firm in the last 3 0.902 0.950
years.
EP 3 Satisfaction (1 — very unsatisfied, 7 — very satisfied)
with the firm’s entry onto foreign markets in the last 0.698 0.835
3 years.
EP 4 Achieved (1 —very low, 7 — very high) average annu-
al growth of the firm compared to the firm’s industry 0.704 0.839
average growth.
Kaiser-Meyer-Olkin measure: 0.588; Chi-Square: 128.089
Cumulative percentage of explained variance for factor 1: 76.82%
Cronbach Alpha — all items (3): 0.842
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Table 7: Regression Analysis Results

Unstandardized Standardized
coefficients coefficients
Dependent variable | Independent variable Std. Beta t Sig. | VIF
error
MODEL 1 Implementation of Industry 4.0
— Factor 1: Digitalization of
business processes 0.764 0.267 2.449 | 0.017 1
Export orientation Implementation of Industry
£Sl ian fi 4.0 — Factor 2: New export
Of SIOVEMANAMS | 10 dels, products and markets 0.428 0.764 0,061 0.560 | 0.577 1
Model 1: R = 0.274; R- square = 0.076; Adjusted R-square = 0.051; p<0.048; Durbin-Watson =
2.104
MODEL 2 Implementation of Industry 4.0
— Factor 1: Digitalization of
Diversification business processes 2.181 0.884 0.267 2.467 0.016 1
strat.egy into dy-f Implementation of Industry
namic .markets 0, 4.0 — Factor 2: New export
emerging countries models, products and markets 0.884 0.136 1.259 | 0.212 1

1.787

Model 2: R =0.299; R- square = 0.090; Adjusted R-square = 0.066; p<0.026; Durbin-Watson =

MODEL 3 Implementation of Industry 4.0

— Factor 1: Digitalization of

Export performance
of Slovenian firms

business processes 0.781 0.051 0.855 15.432 | 0.001 1
Implementation of Industry
4.0 — Factor 2: New export
models, products and markets 0.157 0.051 0.172 3.111 0.003 1

1.580

Model 3: R =0.72; R- square = 0.761; Adjusted R-square = 0.754; p<0.000; Durbin-Watson =

the possibility of international networking in real time pro-
vided by digitalisation of business processes, the firms are
able to compete more easily also in distant, commercially
attractive, fast developing markets. This finding is in line
with (a) McKinsey’s (2015) claims that firms need to drive
the digital transformation of their business to succeed in
the new environment and (b) the assertion that adoption
of digital technologies can have significant implications
for firms’ international operations (Strange & Zucchella,
2017). Miiller and Voigt (2018b, 659) claim that Industri-
al Internet of Things (IloT) confronts industrial manufac-
tures with economic, ecological, as well as social benefits
and challenges. In order to make sustainability potentials
in firms accessible, concerns towards increasing compe-
tition, future viability as well as losing customer orienta-
tion should be addressed. Firms hereby need to find new
or modified business models that address these concerns
(Miiller and Voigt, 2018b, 666).

While prior research argued that firms can benefit
from Industry 4.0 in the attempt to innovate their business
models through their digital transformation (Roblek et al.,

2016; Frank et al., 2019), we didn’t confirm an effect of
subconstruct New export models, products, and markets
in connection to Industry 4.0 technologies on developing
cross-border activities, in other words on expansion into
emerging markets, therefore this aspect is worth inves-
tigating in more detail in further research. The reason,
among other things, might be that Slovenian firms in gen-
eral are less digitally mature than other firms worldwide
(Erjavec et al., 2018, 109).

Third, our research, in line with expectations, reveals
that firms that introduce the emerging technologies of
Industry 4.0 into their production or business processes
achieve, according to the results of our analysis (standard-
ized regression coefficient = 0.855; p<0.001) better export
performance. As emerges from the extant literature, the
different technologies that are included in the umbrella
term Industry 4.0 (IoT, Big data and Analytics, Robotics,
Additive Manufacturing) can have very diverse impacts
on firms’ export performance (Azar & Ciabuschi, 2017,
Bettiol et al., 2020). Dalenogare et al. (2018) determine
that some of these technologies are positively associated to
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the expected benefits, while others are still at a very early
stage of implementation and thus are without clear expect-
ed benefits. From this perspective, Industry 4.0 defines a
new path for the competitiveness of the firms, especially
in advanced countries, such as in Europe (WEF, 2018),
that are nowadays particularly challenged by global com-
petition and which might find in these technologies a new
source of competitive advantage (Bettiol et al., 2020, 2).

7 Conclusions

The present study highlights the importance and influence
of Industry 4.0 technologies on the creation of export ac-
tivities of firms. Contrary to Chiarvesio & Romanello’s
(2018) claims, we confirmed a direct relationship between
implemented emerging technologies and cross-border pro-
cesses, which is in line with Gerbert et al.’s (2015) findings
that Industry 4.0 includes a range of new digital industrial
technologies based on Internet of Things, BDA, and 3D
printing that will strongly influence firms’ international
business activities.

According to Bettiol et al. (2020), the necessity to face
global competition is one of the most compelling reasons
for investing in Industry 4.0 technologies. This study con-
firmed this claim, as some of the emerging technologies
(IoT, BDA) ensure much information on customers and
competitors in foreign markets, which is of key impor-
tance for developing relevant export strategies.

In this study, based on the analysis of 81 Slovenian
export firms with the majority active in the processing
industry, we argued that firms can benefit from digital
transformation in terms of expansion to foreign, more dis-
tant markets, which is in line with Porter & Heppelman’s
(2015) work that attributes strong impact on cross-border
business operations to some Industry 4.0 technologies.

The outcomes of this paper indicate that export busi-
ness results are significantly related to effective perfor-
mance of activities and actions that firms launch, direct,
execute, and manage in their selected markets through
their strategies, programmes, and operations (JurSe, 2017,
10) and are based on increased competitiveness through
smart equipment, making use of information about high-
wage locations, demographic changes, resources, energetic
efficiency, and urban production (Heck & Rogers, 2014).

In summary, the current study documents the positive
link between implementation of Industry 4.0 and (a) ex-
port market orientation, (b) exit internationalization into
emerging markets, and (c) export performance.

7.1 Implications for managers

Industry 4.0 is bringing many changes that represent nu-
merous advantages or growth possibilities for firms, i.e.
the possibility to expand to new, non-traditional markets,
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streamline products, adapt manufacturing without delays,
and efficiently use resources and energy, in addition to
causing firms to face new challenges.

The findings of this study reveal that the business suc-
cess of firms in international markets is significantly related
to the managers’ commitment to exploiting the opportuni-
ties and advantages provided to the firms by the emerging
technologies, which is consistent with the finding of (a)
JurSe (2017, 114) that in their efforts for cross-border mar-
ket expansion, managers often come up against a series
of restrictions resulting from various gaps in their own
competitive potential and are reflected, inter alia, in insuf-
ficiently perfected technological competencies of the firm,
or (b) with the claim of Chiarvesio & Romanello (2018)
that managers wishing to preserve competitiveness of their
firms in the international arena invest in technological ad-
vances.

In the future, managers will ensure company perfor-
mance mainly on the basis of good anticipation and for-
mulation of customer demands as well as more efficient
product distribution, which is inextricably linked to the
implementation of digital technologies, such as BDA and
IoT (Strange & Zucchella, 2017, 181). This study con-
firmed this claim, as its results show that firms with digi-
talized operations as well as systematically designed new
export models, products, and selected markets achieve bet-
ter export performance.

The current study investigates whether and how the im-
plementation of Industry 4.0 is related to the export activ-
ity of firms and whether it influences decisions regarding
export market orientation and diversifications to emerging
markets. The findings of this study reveal that firms that in-
vest in advanced technologies and realize digital transfor-
mation are better prepared to compete internationally and
achieve better export performance. The research findings
may serve as an important guide for managers in the op-
timal planning and management of export marketing and
business activities.

7.2 Limitations and future avenues of
research

However, the study features several limitations. Every
firm in the survey was represented by only one respond-
ent, therefore the firm’s opinion could only be presented
unilaterally. Another limitation is the focus on Slovenian
firms. This limitation should be kept in mind when gener-
alizing the results and transferring them to different (more
advanced level of digitization) countries or even cultural
contexts (different export business practices).

The sample size (n=81), which is largely determined
by the size of the country or, more precisely, the number of
export firms, willing to correctly participate in the survey,
prevented a more thorough comparison between indus-
tries. The study sample featured few firms that are active in
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non-manufacturing industries. The interpretation of find-
ings reflects the general state of firms in all size brackets
— from micro to large organizations.

We suggest that in the future the authors include a
higher number of respondents in an individual firm, fo-
cus on the industry of an individual company, and also
collect data for samples of countries that represent for-
eign markets in order to be able to make an international
comparison. Moreover, future studies could investigate for
instance, what kind of export (direct exporting, indirect
exporting) and what kind of products (high-tech products,
pharmaceutical products, vehicles) are supported by In-
dustry 4.0. Therefore, we claim studies in the international
management fields that carry on an in-depth analysis of
export products, types of export business, potential ex-
port markets and activities in relation to the Industry 4.0
emerging technologies. This approach could clarify which
products and types of exports, supported by Industry 4.0,
could be implemented in order to increase international
competitiveness and export performance.
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Vpliv industrije 4.0 na izvozno trzno naravnanost, trzno diverzifikacijo in izvozno uspesnost

Ozadje in namen: Obstojeca literatura s podrocCja koncepta industrije 4.0 ne vklju€uje bistvenih empiri¢nih prever-
janj, €e in kako implementacija industrije 4.0 vpliva na izvozno trzno naravnanost, trzno diverzifikacijo in izvozno
uspesnost podjetij. Namen prispevka je oblikovati okvir, ki podjetjem, na osnovi poznavanja vpliva industrije 4.0 na
izvozne aktivnosti podjetij, pomaga pri spodbujanju njihove izvozne uspesnosti.

Metodologija: Analiza temelji na raziskavi 81 slovenskih izvoznih podjetij, ki so v ve€ini dejavna v predelovalni in-
dustriji, z ve€ kot 20-odstotnim deleZem izvoza izdelkov oziroma storitev v celotnih prihodkih podjetja. Za obdelavo
zbranih podatkov smo uporabili faktorsko analizo in veCkratno regresijo.

Rezultati: Dobljeni rezultati analize razkrivajo, da se podjetja, ki vlagajo v napredne tehnologije in uresnicujejo digi-
talno preobrazbo, laZje sooajo z mednarodno konkurenco ter dosegajo boljSe izvozne rezultate.

Zakljuéek: Nasa raziskava je pokazala pozitivno povezavo med implementacijo Industrije 4.0 in izvoznimi aktiv-
nostmi podjetij ter potrdila, da izvajanje Industrije 4.0 vodi k Stevilnim spremembam v miselnosti in delovanju slo-
venskih podjetij ter se dejavno odraZa tudi na njihovih izvoznih rezultatih. Ugotovitve raziskave lahko vodstvenim
zaposlenim pomagajo pri optimalnem nacrtovanju in upravljanju izvoznega trzenja in poslovnih dejavnosti. Pricujoa
raziskava je dobra osnova za nadaljnje poglobljeno preucevanje odnosa med industrijo 4.0 in izvoznim poslovnim
aktivnostim podijetij.

Kljuéne besede: Industrija 4.0, Izvozna trZna naravnanost, TrZna diverzifikacija, Izvozna uspesnost
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Appendix

Implementation of Industry 4.0.

114.0_1: Digitalization of business processes is crucial for the competitiveness of the firm.

114.0_2: Industry 4.0 encourages executives to design new export strategies and models.

114.0_3: The rapid flow of information and data facilitates overcoming time and geographical barriers.

114.0_4: The implementation of digitalization is supervised by competent executives.

114.0_5: The automation of manufacturing/business processes encourages us to create new products and/or expand to new
markets.

114.0_6: New marketing (digital) channels are used to increase export sales.

Export Market Orientation

EO_1: We closely monitor the information on trends (e.g. provisions, technological development, politics, economy on
export markets).

EO_2: We continuously plan and monitor the firm’s activities connected to meeting consumers’ needs on foreign markets.
EO_3: Executives in all positions in the firm are constantly in contact with current and prospective consumers on foreign
markets.

EO_4: Consumer satisfaction on foreign markets is often measured and carefully planned in advance.

EO_5: Employees in the marketing department, along with employees from other departments in the firm, study future
requirements and needs of consumers on foreign markets.

EO_6: Information on consumers on foreign markets is available to everyone in the firm.

EO_7: Executives frequently discuss advantages and strategies of competitors on foreign markets.

EO_8: All departments in the firm take part in the export operations.

EO_9: We respond quickly to marketing and other competitive activities of our competitors on foreign markets.

EO_10: The export personnel are continuously in contact with the manufacturing department.

Diversification Strategy into the dynamic markets of emerging countries

DSDMEM _1: For our industry, fast developing markets represent long-term marketing potentials.

DSDMEM_2: The uncertainty of the business environment is one of the key factors when deciding on entering the markets
of fast developing economies.

DSDMEM_3: The dynamic BRIC markets are crucial for the growth of our firm.

DSDMEM_4: We consider China and India to be among economically the most dynamic and attractive developing markets.
DSDMEM_5: We have properly trained marketing professionals to enter the emerging markets.

DSDMEM _6: The strategy of diversification to developing markets has been assessed as risky.

DSDMEM_7: We are interested in entering Asian developing markets with a young geographic composition and a growing
purchasing power.

DSDMEM_8: We only opt for non-ownership forms when entering fast developing high-risk markets.

DSDMEM _9: The marketing activity diversification strategy on developing markets is designed in accordance with the
firm’s capacities.

DSDMEM _10: The firm’s international competitiveness is boosted with outward internationalization to non-traditional,
fast developing markets.

Export Performance

EP_1: Satisfaction (1 — very unsatisfied, 7 — very satisfied) with the sales volume of our firm to foreign markets in the last
3 years.

EP_2: Satisfaction (1 — very unsatisfied, 7 — very satisfied) with the export market share of the firm in the last 3 years.
EP_3: Satisfaction (1 — very unsatisfied, 7 — very satisfied) with the firm’s entry onto foreign markets in the last 3 years.
EP_4: Achieved (1 — very low, 7 — very high) average annual growth of the firm compared to the firm’s industry average
growth.
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Background: The main effects of leader-member relationship and the quality of supervisor-subordinate relation-
ship are emphasized as main variables that help improve nurses’ job satisfaction and reduce exhaustion. The aim
of this study is to examine the effects of the emotional intelligence, self-efficacy, and psychological empowerment
on psychological exhaustion and job satisfaction of nurses using moderation-mediation effects of leader-member
exchange (LMX).

Methods: A cross-sectional design was carried out in three public-sector hospitals in north west of Iran during 2016.
A total of 138 self-administered questionnaires were used for analysis. The main hypotheses of this study were an-
alyzed through applying mediation-moderation analysis using PROCESS model.

Results: The results revealed that LMX acted as a mediator between emotional intelligence and job satisfaction
through converting its negative effect into positive one. The indirect effect of emotional intelligence on emotional
exhaustion through leader-member exchange was strongly negative especially at higher levels of leader-member
exchange.

Conclusions: High quality relationships between nurses and their superiors could improve their job outcomes. The
negative relationship between emotional intelligence and emotional exhausting was more significant when lead-
er-member exchange was taken into account. High emotional intelligence in nurses has negative effect on job satis-
faction but by mediating role of LMX the effect changed to positive. LMX partially mediated the effect of emotional in-
telligence on job satisfaction, except when self-efficacy values were quite large. Psychological empowerment did not
significantly moderate the relationship between emotional intelligence, leader-member exchange, and job outcome.
Implications for nursing managers: It is recommended to analyze the quality of leader-member exchange in the
hospitals before using them for measurement of nurses’ satisfaction and their jobs’ outcomes. Managers should also
concentrate more on leader-member exchange and try to improve its quality. Future studies are needed to investi-
gate the effects of leader-member exchange quality in longer follow-up periods.

Key words: Emotional intelligence, Moderating mediating effect, Leader member Exchange (LMX), Psychological
empowerment

1 Introduction hind the leader-member exchange (LMX), it seems that
the impact of emotional intelligence on the consequenc-

It is shown that emotional intelligence has various ef- es of jobs in different occupational groups can change
fects on job outcomes such as job satisfaction (Wen, under the influence of some other variables such as the
Huang, & Hou, 2019). However, based on the idea be- supervisors-subordinates relationship and their obtaining
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empowerment. Therefore, increasing the managerial and
psychological empowerments can improve the quality of
the relationship between the nurses or subordinates and
their supervisors and hence improve their job satisfaction
(Laschinger, Purdy, & Almost, 2007). The effectiveness of
these factors with respect to the culture and perceptions
of empowerment in different areas is different in various
studies (Al-Maaitah, 2019; Yip, 2004) reveal us its lack of
theoretical base. Despite this attention, relatively few pre-
vious studies have examined the relationship and mecha-
nism of leader-member exchange among these variables
Thus, the main aim of the present study is to assess the
mediating role of leader member exchange on the relation-
ship between emotional intelligence and job outcomes in-
cluding job satisfaction and job exhaustion through evalu-
ating mediation and moderation effects of self-efficacy and
psychological empowerment of nurses.

2 Theory and Hypotheses

2.1 Leader-member exchange
mediates emotional intelligence,
job satisfaction, and emotional
exhaustion

In nursing literature review, Evans and Allen (2002) con-
firmed the nurses’ ability to manage and understand their
own emotions and those of their patients is an asset in pro-
viding the best possible care, but the potential value of emo-
tional intelligence is an issue that still needs to be searched
especially in relationships and work performances. Voiten-
ko (2020) explored the relationship between burnout and
emotional intelligence (EI). Emotional exhaustion as the
first phase of burnout carries great importance, because it
may increase the turnover rates among the employees and
may lead to reduced quality of care. Also, the high levels
of emotional exhaustion have direct effect on the work out-
comes such as job satisfaction (White & Grayson, 2019);
therefore, it seems reasonable to assume that there exists
a negative correlation between emotional intelligence and
emotional exhaustion. In addition to emotional intelli-
gence and work outcomes, there is another concept which
deserves attention such as leader member exchange. Such
leadership practices effect on employees’ work behavior,
burnout and empowerment (Manojlovich, 2005) and rela-
tionship between high quality of leader-member exchange
and higher performance (Rezapour & Sattari Ardabili,
2017). Consistently, we argue that some extent emotional
intelligence protective against nurses’ work outcomes can
be in relation with quality of relationship between leaders,
nurses, and mediating role of the nurses’ psychological
empowerment; therefore, the first hypothesis is formed.

H,,: Leader-member exchange mediates the relation-
ship between emotional intelligence, job satisfaction, and
emotional exhaustion.

2.2 Moderating Effects of Self-Efficacy
on Job Outcomes

Self-efficacy is an individual’s belief in his or her ca-
pacities or abilities to muster the cognitive, motivational,
and behavioral resources required to perform in a given
situation (Bandura, 1997). It means that self-efficacy refers
to the situation-specific nature of competence belief. It’s
closely related to the relevant variables affecting on the
performance of nurses and healthcare centers such as job
satisfaction and emotional exhaustion. A sense of self-ef-
ficacy had a significant impact on the level of stress and
the ways of dealing with difficult situations among nurses
(Chegini, Janati, Asghari-Jafarabadi, & Khosravizadeh,
2019; Liu & Aungsuroch, 2019) and can help to decrease
job stress and less exhaustion (Voitenko, 2020). Further-
more, low self- efficacy and high self-efficacy were strong-
ly correlated to the job stress and job satisfaction, respec-
tively (Manojlovich, 2005; Skaalvik & Skaalvik, 2010).
Researchers found that people with a high level self-effi-
cacy have more confidence in their abilities and therefore
like to set up challenging and specific goals which com-
mitted to them (Sue-Chan & Ong, 2002) and more likely to
be succeed more in challenging tasks (Luthans, Youssef, &
Avolio, 2007). The leaders’ enthusiasm may arouse emo-
tions in their staff through encouraging them to increase
their levels of self-efficacy (Ashkanasy & Dasborough,
2003). This process depends on employees’ emotions and
leaders relationships with individual employees. On the
other hand, there is a relationship among communication
competence, self-efficacy, and job satisfaction (Arfara,
Tsivos, Samanta, & Kyriazopoulos, 2017; Park, Jeoung,
Lee, & Sok, 2015). Therefore, it is expected that people
who possess high levels of self-efficacy have effective
communication skills. Self-efficacy not only can build a
better relationship between leader-subordinate, but also it
can improve through better relationships with superiors or
managers. Self-employment not only has a direct relation-
ship with the job consequences, but also has a significant
effect of on the interaction between leader and subordi-
nates and career implications. Therefore, the second hy-
pothesis is formulated.

H,,: Degree of self-efficacy moderates the positive in-
teractive effect of emotional intelligence and leader-mem-

ber exchange on job satisfaction and emotional exhaustion.
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2.3 Indirect Effects of Emotional
Intelligence on Psychological
Empowerment and Employee Work
Outcomes

The recent body of theoretical and empirical research de-
velops linking psychological empowerment to the positive
employees’ work outcomes such as job satisfaction, organ-
izational commitment, and job performance (Permarupan,
Al Mamun, Samy, Saufi, & Hayat, 2020). As the employ-
ees perceive that their work is meaningful and has a sig-
nificant impact on their skills or competencies which gives
them autonomy to make decisions on how to do their work
or determine for themselves, they become more able to ex-
press their values and true interests through their work ex-
periences (Seibert, Wang, & Courtright, 2011). This may
lead to the higher levels of job satisfaction and greater
organizational commitment which provide them such job
opportunities. Herzberg, Mausner, and Snyderman (2011)
proposed that employees who are more intrinsically moti-
vated than other employees will derive a greater sense of
satisfaction from the value of their work and apt to demon-
strate a greater effort for successful execution of job duties.
Seibert et al. (2011) stated that meta-analysis found that
psychological empowerment was related positively to job
satisfaction, organizational commitment, and job perfor-
mance. By considering this combination, the second hy-
pothesis which predicts that psychological empowerment
mediates the interactive effect of LMX (Aggarwal, Chand,
Jhamb, & Mittal, 2020) and degree of emotional intelli-
gence on job satisfaction, organizational commitment, and

job performance, will positively significant and we have
referred to it as a first stage of moderation model in which
the path from the independent variable like leader-member
exchange to the mediator variable such as psychological
empowerment is moderated while this path from the me-
diator to the dependent variable is not moderated. In terms
of the relationship between leader-member exchange and
employees’” work outcomes or attitudes, it should lead to
a conditional indirect effect where the indirect effect of
leader-member exchange on employees’ work outcomes
through psychological empowerment is dependent upon
the communication degree which they have. Furthermore,
communication degree strengthens the positive relation-
ship between leader-member exchange and psychologi-
cal empowerment. The higher degree of communication
can predict a strong positive inverse relationship between
leader-member exchange and employees’ work outcomes
through psychological empowerment. Therefore, the third
hypothesis was formed as follow:

H,,: Psychological empowerment mediates the inter-
active effect of emotional intelligence and leader-member
exchange on job satisfaction and emotional exhaustion.

Figure 1 reflects the development of theoretical
framework of study in which the degree of self-efficacy
moderates the relationship that leader-member exchange
mediates between emotional intelligence and nurses’ job
satisfaction and emotional exhaustion. On the other side,
psychological empowerment also mediates the relation-
ship between leader-member exchange and job outcomes.

Emotional

Intelligence Exchange

Leader hamber

Figure I: The theoretical framework of study
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3 Method

3.1 Sample and Procedure

The participants of the study were selected from nurses
in three public-sector hospitals in North West of Iran via
applying convenience sampling method and random sam-
pling used in each cluster. Only one hundred thirty-eight
questionnaires were replied out of 260 ones (response rate
= 53.1%) and 23 of them were excluded due to incom-
plete data. All participants were asked to indicate their age,
gender (1 = male, 2 = female); and the level of education
(ranging from 1 = high school degree to 5 = postgraduate
university degree). The average age of nurses was 33.5
years old (SD = 4.6). Seventy-nine percent of the respond-
ents were female.

3.2 Measures
3.2.1 Emotional Intelligence

Wong and Law Emotional Intelligence Scale (Wong &
Law, 2002) as a self-report scale was used to measure the
respondents’ emotional intelligence. It consists of four di-
mensions which are consistent with Mayer and Salovey’s
definition of emotional intelligence. These dimensions are
self-emotional appraisal (SEA), others’ emotional apprais-
al (OEA), regulation of emotion (ROE), and use of emo-
tion (UOE). This questionnaire consists of 16 items with a
5 point Likert- scale.

3.2.2 Leader-Member Exchange

To measure the quality of leader-member exchange, Lid-
en, Wayne, and Stilwell (1993) adaptation of (Scandura
& Graen, 1984) were used. Items were scored on a sev-
en-point rating scale ranging from 1 (strongly disagree) to
7 (strongly agree). It rates the quality of nurses’ relation-
ships with their supervisors. Employee-rated leader-mem-
ber exchange was used because our theorizing specifically
has focused more on employees’ perceptions of the quality
of supervisor-subordinate relationship or high quality of
leader-member exchange. A sample items was “My su-
pervisor understands my problems and needs” and “My
supervisor would use his or her influence to help me solve
problems in my work”. The estimated Coefficient alpha
was 0.87.

3.2.3 Psychological Empowerment

Psychological empowerment was assessed using Spre-
itzer’s (1995) 12-item scale. It used three items for each

of the four dimensions of psychological empowerment,
namely meaning, competence, autonomy, and impact. The
items such as my job activities are personally meaningful
to me, and my impact on what happens in my work team is
large refer to these dimensions, respectively. Reliability of
questionnaire was reported by using Cronbach’s alpha as
0.91. Consistent with those found in previous studies and
theories such as Chen and Klimoski (2003) and Zhang and
Bartol (2010) which conceptualized and measured psycho-
logical empowerment as an overall motivational construct
through conducting Confirmatory Factor Analysis (CFA).
The results comprised of four sub-dimensions, the fit in-
dices for 4 first-order factors and 1 second-order factor
demonstrated goodness of fit (y2= 163.02, p < 0.00, Non-
normed Fit Index (NFI) = 0.80, Comparative Fit Index
(CFI) = 0.84, The Root Mean Square Error of Approxima-
tion (RMSEA) = 0.14). In this study, the four dimensions
were averaged into a single psychological empowerment
scale.

3.2.4 Self-Efficacy

Perceived self-efficacy was measured by means of gener-
al self-efficacy scale (Schwarzer & Jerusalem, 1995). The
measure taps beliefs in one’s capability to handle difficult
tasks in a variety of other domains. It consists of 10 items
that are rated on a 4-point scale with the anchors not at all
true and exactly true. An example item is “I can handle
whatever comes my way.” Higher scores on this measure
indicate higher levels of general self-efficacy. Longitudi-
nal studies have reflected variable stability coefficients
which ranging from 0.47 to 0.75 (Scholz, Dofia, Sud, &
Schwarzer, 2002).

3.2.5 Emotional Exhaustion

Professional burnout is a gradual psychological process
which is produced due to occupational stress and it is com-
posed of high levels of employees’ emotional exhaustion,
high depersonalization, and low personal accomplishment
levels (Halbesleben & Buckley, 2004). The most widely
used research instrument is Maslach Burnout Inventory
— General Survey (MBI-GS) which was used to measure
burnout among non-human service workers (Schaufeli &
Taris, 2005). The emotional exhaustion subscale of the
MBI-GS was used to measure emotional exhaustion. Its 5
items were rated on a 7-point Likert scale ranging from 0
(never) to 6 (every day).

3.2.6 Job Satisfaction

Job satisfaction was measured through five-point Likert
scale based on the Quality of Employment Survey. This in-
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strument contains five general measures applicable to any
profession including criminal justice jobs (Holt & Blevins,
2011). High scores represented higher levels of job sat-
isfaction and low scores represented low job satisfaction.

3.3 Analyses

3.3.1 Analytic Approach

For data assessment, AMOS 20 and SPSS 20 statistical
programs were used. Before hypothesis testing, PROCESS
was used as computational tool for path analysis (Hayes,
2013). Furthermore, the evaluation of measurement model
was done through confirmatory factor analysis (CFA) to
consider the analytical distinctiveness of each construct
through anticipating the item load on their respective con-
structs. In order to assess the research model fit, several
goodness-of-fit indices as suggested in Structural Equation
Modeling (SEM) were applied (Kline, 2015) such as Chi-
square statistics divided by degrees of freedom (2/df) that
recommended to be less than 3, Relative Fit Index (RFI),
Normed Fit Index (NFI), Comparative Fit Index (CFI),
Tucker-Lewis Coefficient (TLI); RFI, NFI, CFI and TLI
greater than 0.90 is also recommended. Root Mean Square
Error of Approximation (RMSEA) as another index is bet-

ter to be up to 0.05 and acceptable up to 0.08. Harman’s
single factor test (Podsakoff, MacKenzie, Lee, & Podsak-
off, 2003) was used to identify the common method var-
iance of factors because the dependent and independent
variables were reported by the same source or individual.

Entering the values of dependent and independent
variables in one factor analysis with principal factor axis
factoring and varimax rotation, six factors emerged with
Eigen values greater than 1. The outcomes exposed to the
highest variance of 29.07 per cent. The results indicated
that Common Method Variance (CMV) did not impact on
the findings of the study.

In order to avoid errors in data entry, the data was en-
tered twice and comparison was made between two sep-
arate data entries (Barchard & Christensen, 2007). SPSS
was used to do missing data imputation and analysis over
some of the study variables using the recommended expec-
tation-maximization (EM) algorithm (Schafer & Graham,
2002). On average, there were 1.52 percent missing values
in the study variables (SD = 1.75; Range = 0-6.4 percent).
Little (1988) proposed a chi-square test which indicated
that these values were missing completely at random (y2/
df=6.03, p = 0.00). His research showed that the imputa-
tion of missing data using the EM algorithm was appropri-
ate. Table 1 presents the summary of descriptive statistics
for the variables and their correlations.

Table 1: The Summary of Descriptive Statistics & Correlations

M SD 1 2 3 4 5 6
Gender 1.79 0.40 -
Leader Member 3.20 0.69 0.06 --
Emotional Exhausting 2.62 0.88 -0.21* -0.31%* -
Job satisfaction 232 0.66 -0.05 0.45™ | -0.54™ --
Self-efficacy 2.87 0.55 -0.05 0.37%* -0.17 0.17 --
Psychological Empower- 3.61 0.80 0.04 0.43** | -0.20* | 0.17 0.68" --
ment
Emotional Intelligence 2.62 0.88 0.03 0.27 -0.21 0.03 0.63 0.72"
* Correlation is significant at the 0.05 level
**Correlation is significant at the 0.01 level

3.3.2 Discriminant Validity of Constructs

At first, confirmatory factor analysis (CFA) was con-
ducted on variables such as leader-member exchange, psy-
chological empowerment, job satisfaction, job exhaustion,
self-efficacy, and emotional intelligence for establishing
their Discriminant Validity. This was important because all
of these variables were from the same source. For the pur-
pose of the study, two models were selected and then com-
pared. First, a one-factor model was used where the load
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of all items on one factor for four above mentioned scales
was assumed (y2= 1911.71, p < 0.00, NNFI = 0.46, CFI
=0.56, RMSEA= 0.12). Second, a six-factor model with
leader-member exchange, job exhaustion, job satisfaction,
self-efficacy, emotional intelligence, and psychological
empowerment loaded on separate factors (x2 = 1884.00, p
<0.00, NNFI = 0.67, CFI = 0.67, RMSEA = 0.09).

The first model demonstrated poor fit of the model
to the data while the second model showed better fit in-
dices to the data in which psychological empowerment
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and self-efficacy were modeled as second order factors.
After the purification processes, all the standardized factor
loadings exceeded 0.05 (p < 0.01) suggest the evidence
of convergent validity. Discriminant validity was checked
by comparing the proportion of average variance extracted
(AVE) for each construct to the square of the correlation

coefficients. Table 2 demonstrates the overall reliability of
the constructs and factor loadings of the indicators. The
proportion of variance extracted in each construct exceed-
ed the respective squared correlation coefficients as an ev-
idence of discriminant validity. Table 3 demonstrates the
result of test for discriminant validity.

Table 2: Overall Reliability of the Constructs & Factor Loadings of Indicators

Constructs Items Factor
Loadings
Self-Efficacy I can always manage to solve difficult problems if I try hard enough. 0.53
NFI= 0.70 If someone opposes me, I can find the means and ways to get what I want. n.a
IFI = 0'&7 It is easy for me to stick to my aims and accomplish my goals. 0.58
TLI= 0.62 I am confident that I could deal efficiently with unexpected events. 0.58
CFI=0.75 Thanks to my resourcefulness, I know how to handle unforeseen situations. 0.64
RMSEA=0.13 —
Chi- Square = 112.48 I can solve most problems if I invest the necessary effort. 0.61
Cronbach = 0.84 I can remain calm when facing difficulties because I can rely on my coping abilities. 0.58
When I am confronted with a problem, I can usually find several solutions. 0.53
If I am in trouble, I can usually think of a solution. 0.62
I can usually handle whatever comes my way. 0.59
Psychological Em- Competence 0.96
powerment
NFI= 0.80IFI = 0.85 Self determination 0.97
TLI=0.76
CFI=0.84 Meaning 0.85
RMSEA = 0.14
Chi- Square = 163.02 Impact 0.89
Cronbach = 0.91
Job Satisfaction All in all, how you how satisfied are you with your job? 0.69
NFI= 0.96 Knowing what you know now, if you had to decide all over again whether to take 0.84
Fl= 0.9é the job you now have, what would you decide '
TLI= 0.96 In general, how well would you say your job measures up to the sort of job you 0.85
CFI1=0.98 wanted when you took it? )
RMSEA: 0_'09 If a good friend of yours told you he (or she) was interested in working in a job like 0.75
Ché-gguare—9.6l yours for your employer, what would you tell him (or her)? ’
p=0.
If fi i fj h 1 hoi ? .
Cronbach=0 86 you were free to go into any of job you wanted, what would your choice be n.a
Leader-Member Do you know where you stand with your leader ... n.a
Exchange How well does your leader understand your job problems and needs n.a
NFI = 0.88 How well does your leader recognize your potential 0.74
[FI=0.92 What are the chances your leader would use his/her power to help you solve prob-
_ . 0.78
TLI=0.84 lems in your work
CFI = 0'9_2 Regardless of the amount of formal authority your employee has, what are the 0.80
RMSEA =0.13 chances that he/she would ‘bail you out’ at his/her expense '
Chi -Square= 41.37 - o .
Cronbach = 0.87 I Have enough confidence in my leader that I would defend and justify his or her 0.74
decision if he or she were not present to do so. '
How would you characterize your working relationship with your leader 0.71
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Table 2: Overall Reliability of the Constructs & Factor Loadings of Indicators (continues)

Job Exhaustion I feel burned out from my work 0.74
NFI= 0.93 I feel emotionally drained from my work. 0.87
IF1=0.95 I feel fatigued when I get up in the morning and have to face another day on the job. 0.87
TLI=0.85
CFI=0.95 Working with people all day is really a strain for me 0.69
RMSEA= 0.13
Chi -Square= 15.14 I feel frustrated by my job 0.93
Cronbach=0.83
Emotional Intelli- Self-emotion appraisal (SEA) 0.81
gence
Others’ emotion appraisal (OEA) 0.84
NFI=0.83
IFI=0.91 Use of emotion (UOE) 0.56
TLI=0.87
CFI=0.90
RMSEA= 0.09 Regulation of emotion (ROE) 0.86
Chi- Square=196.97
Cronbach=0.91
Table 3: Discriminant Validity
Job
Empower- | Satisfac- Exhaus- | Leader | Self Effi-
CR | AVE | MSV | ASV ment tion tion Member cacy Emotional
Empowerment | 0.94 | 0.59 | 0.47 | 0.40 0.77
Job Satisfaction | 0.99 | 0.97 | 0.85 | 0.40 0.59 0.98
Exhaustion 096 | 0.86 | 0.85 | 0.38 -0.58 -0.92 0.93
Leader-Member | 0.95 | 0.82 | 0.79 | 0.41 0.69 0.89 -0.83 0.90
0.23 0.72
Self -Efficacy | 0.81 | 0.52 | 0.38 | 0.16 0.61 0.12 -0.14
Emotional 090 | 0.52 | 0.46 | 0.17 0.67 0.03 -0.09 0.18 0.59 0.72
4 Results 5000 bootstrap samples are shown in Table 2. The direct

4.1 Hypotheses Testing

Table 4 demonstrates the results for the first and second
hypotheses. These hypotheses predicted the conditional
indirect effects of emotional intelligence through lead-
er-member exchange on emotional exhaustion and job sat-
isfaction. The mediating effects were examined by proce-
dures discussed in Hayes (2013) and using the PROCESS
Macro (Model 4). The relationship between emotional
intelligence and job outcomes including exhaustion and
job satisfaction were tested at different leader-member ex-
change levels in this study. Outputs along with 95 percent
bias-corrected bootstrap confidence intervals based on

252

effect of emotional intelligence on emotional exhaustion
was significantly negative (B = -0.206, t = -2.00, 95% CI
[-0.41,-0.00], p = 0.04). The standardized indirect effect
of emotional intelligence on emotional exhaustion through
leader-member exchange was significant (B =-0.10, SE =
0.05, 95% CI = [-0.23, -0.02], t = -2.07, p = 0.00). After
including leader-member exchange as a mediator of the
relationship, emotional intelligence still had a significant
direct effect on emotional exhaustion (B =-0.20, t =-2.00)
and this path reduces the magnitude of this effect. Table
4 shows that the indirect effect of emotional intelligence
on job exhaustion through leader-member exchange is
consistently negative. It decreased as the values of lead-
er-member exchange relationship increased. Approximate
95 percent biased-corrected bootstrap confidence intervals
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for the conditional indirect effect is less than zero for val-
ues of leader-member exchange. Hence, leader-member
exchange completely mediates emotional intelligence in-
fluence on job exhaustion (B = -0.08, 95% CI = [-0.17,-
0.02], SE =0.03). Moreover, there were significant positive
relationship between leader-member exchange with both
occupational outcomes including job exhaustion and job
satisfaction were significant (B =0.47, SE =0.07,t=6.29,
p = 0.00) while there was an inverse relationship between
leader-member exchange and burnout (B = -0.360, SE =
0.14,t=-2.56, p = 0.05).

In second phase of the first hypothesis, the impact of
emotional intelligence on job satisfaction was investigat-
ed as a first step to demonstrate the existence of an in-
direct effect of emotional intelligence on job satisfaction

via leader-member exchange as a mediator (B =-0.05, p =
0.45, 95% CI(-0.18, 0.08)). The results revealed that there
was not a significant relationship between emotional intel-
ligence and job satisfaction. Therefore, leader-member ex-
change could not consider as a mediator between emotion-
al intelligence and job satisfaction, but it can be entered as
a single block into the model. There was a significant in-
teraction between job satisfaction and single block and this
interaction was shown in the form of EI*LMX that was the
result of indirect effect (B = 0.08, SE =0.03, 95% CI [0.02,
0.17], Z = 2.29). Therefore, leader-member exchange me-
diated the relationship between emotional intelligence and
burnout. Table 4 presents the leader-member mediating
effects of emotional intelligence on job satisfaction and
emotional exhaustion.

Table 4: LMX Mediating Effects of EI on Job Satisfaction & Emotional Exhaustion

Emotional Exhaustion Job Satisfaction
B SE B SE t
Constant 3.63 0.72 5.02"" 1.72 0.35 480"
Gender (Control Variable) 0.48 0.20 2.31" -0.11 0.10 -1.09
Emotional Intelligence -0.20 0.10 -2.00™ -0.05 0.06 -0.75"
Leader-Member Exchange -0.05 0.02 2.59" 0.04 0.00 5.10""
Emotional Intelligence 0.08 0.03 2.29™
-0.10 0.05 -1.77"
*Leader-Member Exchange
R2=0.17%** f(3,10) = 6.82 R?=0.16%** f£(3,10)=9.15

*P < 0.10, **P < 0.05, ***P < 0.01, ****P < (0.001

To determine whether if leader-member exchange and
psychological empowerment could mediate the relation-
ship between emotional intelligence and job outcomes
including job satisfaction and exhaustion respectively,
Hayes PROCESS\\process macro was conducted to ana-
lyze the mediation effect and then add psychological as-
pect to the model (Model 6) (Hayes, 2013). The results
revealed that psychological empowerment as a dependent
variable could significantly be predicted by emotional in-
telligence (B = 0.73, SE = 0.08, t = 9.19, 95% CI= [0.57,
0.89], p = 0.00) and leader-member exchange (B = 0.04,
SE = 0.08, t = 4.09, 95% CI=[0.02, 0.07], p = 0.00, R2
= 0.60, F(3,103)=78.80). The results indicated that only
the mediating role of leader-member exchange can be
considered significant in the relationship between emo-
tional intelligence (EI- > LMX- > EX) and psychological
empowerment, and psychological empowerment did not
act significantly as moderator in this relationship (EI-

> LMX-> PS- > EX) (B = -0.10, SE = 0.06, 95% CI =
[-0.26,-0.01]). Table 5 demonstrated the mediating effects
of member-leader exchange and psychological empower-
ment on the relationship between emotional intelligence
and job outcomes.

Table 6 demonstrates the results of third hypothesis in
which job outcomes were significantly affected by emo-
tional intelligence through mediating role of leader-mem-
ber exchange, while in the second hypothesis self-efficacy
acted as moderator. According to the Model 14 (Hayes,
2013), the relationship between emotional intelligence and
job satisfaction was significant only when leader-member
exchange had mediating role (B =-0.27, 95% CI = [-0.47,
-0.07], p = 0.00).

Table 7 states that emotional intelligence had indi-
rect positive effect on job satisfaction through applying
the mediating effect of leader-member exchange. As its
values decreased, the values of self-efficacy increased.
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Table 5: The Mediating Effects of Member-Leader Exchange & Psychological Empowerment on the Relationship between
Emotional Intelligence & Job Outcomes

Emotional Exhaustion Job Satisfaction
B SE t B SE t
Constant 3.63 0.72 512" 1.72 0.36 477
Gender 0.48 0.20 2.30" -0.11 0.10 -1.06
Emotional Intelligence -0.22 0.15 -1.46 -0.07 0.08 -0.90
Leader-Member Exchange -0.05 0.02 -2.447 0.04 0.01 3.79"
Psychological Empowerment 0.01 0.16 0.11 0.03 0.09 0.39
Emotional Intelligence *Leader- 0.08 0.03 (0.02,0.17)
Member Exchange -0.10 0.05 (-0.24,-0.02)
Emotional Intelligence 0.00 0.01 (-0.01, 0.02)
*Leader-Member Exchange 0.00 0.01 (-0.02,0.04)
*Psychological Empowerment
ir:}(])il(;rizlg;ntEerl;;goevry;;nem 0.01 011 (:0.20,0.24) 0.02 0.06 (-0.11, 0.15)
R>=0. 17" f(4,10)=5.09 R*=0.17"" f(4,10)=7.94
*P <0.10, **P < 0.05, ***P < 0.01, ****P < 0.001
Table 6: Mediating-Moderating Effect of Leader-Member Exchange & Self-Efficacy
Emotional Exhaustion Job Satisfaction
B SE t B SE t

Constant 2.78 0.73 3.80™" 3.02 0.36 8.31™
Gender 0.47 0.20 2.30" -0.11 0.10 -1.14
Leader-Member Exchange -0.05 0.01 -3.277 0.03 0.00 4.18™
Emotional Intelligence -0.28 0.14 -1.91° -0.13 0.07 -1.87"
SE 0.16 0.21 0.75 0.18 0.11 1.72
Emotional Intelligence*Leader-member

-0.27 0.29 -0.91 -0.27 0.10 =271
Exchange*Self-Efficacy
R2=0.19" £(5,10)=5.07 R2=0.22" £(5,101)=9.95

Table 7: Conditional Indirect Effects of Emotional Intelligence on Job Satisfaction through Leader-Member Exchange at Values

of Self Efficacy as Moderator

Bias Corrected Bootstrap 95% Confi-
dence Interval
Mediators Self-Efficacy Indirect Effect Boot SE Lower Upper

Leader-Member Ex- 053 011 0.04 0.03 0.21

change e ' ’ ' '
Leader-Member Ex- 0.00 0.06 0.03 0.02 0.14

change
Leader-Member Ex- 0.53 0.02 0.02 -.011 0.10

change

Notes: Values for self-efficacy (moderator) are the mean and plus/minus one standard deviation (SD) from the mean.
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A 95% of bias-corrected bootstrap confidence of inter-
val for the conditional indirect effect was entirely above
zero for low-to-medium levels of self-efficacy. Hence,
leader-member exchange partially mediated the effect of
emotional intelligence on job satisfaction, except when
self-efficacy values were large. Finally, index of moder-
ated mediation described by (Hayes, 2013) was estimated
(—0.07) which was significant (95% CI = [-.187, -.016]) as
zero fell outside the conditional indirect effects.

5 Discussion

This study investigated the roles that leaders play in me-
diating emotional intelligence effects on job satisfaction
and emotional exhaustion with regard to psychological
empowerment and self- efficacy of nurses. Given the
demonstrated challenges associated with nurses’ work out-
comes (Permarupan et al., 2020), the key role of exchange
between leader and member is surprising. The effects of
self-efficacy (MacPhee, Skelton-Green, Bouthillette, &
Suryaprakash, 2012), emotional intelligence (Mohebbi,
Coombe, & Kirkpatrick, 2017) and psychological empow-
erment (Laschinger et al., 2007; MacPhee et al., 2012) on
work outcomes are approved except for how these differ-
ent factors effect on work outcomes with regard to each
other. Consistent with previous researches that has ex-
amined the interaction between leader-member exchange
and work outcomes (Loi, Chan, & Lam, 2014; Rezapour
& Sattari Ardabili, 2017), this study also referred to the
importance of leadership in promoting positive work out-
comes in hospital. The findings showed that participants’
leader-member exchange mediates the effect of emotional
intelligence on job outcomes. Leader-member exchange is
considered as an important boundary condition for under-
standing the relationship between emotional intelligence
and psychological empowerment as well as self-effica-
cy and job outcomes. This resulted in a mediated effect
in which the indirect effect of emotional intelligence on
emotional exhaustion through leader-member exchang-
es was more strongly negative especially at higher levels
of leader-member exchange. In spite of existing a weak
negative relationship between emotional intelligence and
job satisfaction, the direct effect of leader-member ex-
change on job satisfaction was high enough in a way that
through the mediating role of leader-member exchange the
relationship of emotional intelligence could become sig-
nificantly positive. Previous studies (Gorgens-Ekermans
& Brand, 2012; Voitenko, 2020) investigated the impact
of emotional intelligence on emotional exhaustion and
burnout which can increase through mediating role of
leader-member exchange. Actually, the quality of subordi-
nate-superordinate relationship can reduce or prevent the
employees’ emotional exhaustion. Those employees, who
have a higher degree of emotional intelligence, experience

less emotional exhaustion. Furthermore, the strength of
this relationship can enhance as the superior-subordinate
relationship improve. Unlike most of previous studies
which showed that high levels of emotional intelligence
lead to higher job satisfaction (Benson, Ploeg, & Brown,
2010) , the results of this study revealed that there was an
inverse relationship between the level of nurses’ emotional
intelligence and decreasing their job satisfaction (through
mediating leader-member exchange). In previous studies,
the superior-subordinate relationship was not investigat-
ed that is why this relationship was not much significant
(Kafetsios, 2007). It can be argued that the nurses who had
high levels of emotional intelligence had less willingness
to stay in their current jobs due to their high communi-
cating skills with other private clinics and hospitals and
therefore were less satisfied with their jobs (Wu & Nor-
man, 2006). In the same conditions, therefore, different
results or job outcomes could be expected based on emo-
tional intelligence. A qualified relationship with superior
could positively change the results. It means that it was
not only reduces the level of burnout, but also it also was
the main cause of job satisfaction among employees. So,
the employees with high levels of emotional intelligence
could have a good relationship with their supervisors and
therefore their satisfaction level of their job could be im-
proved. These results of study indicated that only using
the nurses who had higher levels of emotional intelligence
could not guarantee the enhancement hospital services’
quality and efficiency and the quality of their relationship
with their superiors was an influential factor. Laschinger
et al. (2007) investigated that building a good relationship
between nurses and their supervisors could cause job sat-
isfaction without considering the nurses’ emotional intel-
ligence. The effect of this relationship should properly be
determined through psychological empowerment of nurs-
es. Unlike the study of Lyu, Ji, Zheng, Yu, and Fan (2019),
the psychological empowerment of the nurses did not have
a direct effect on job satisfaction and burnout and it was
in line with the study of Yip (2004) who stated that the
perception of empowerment differed in western and east-
ern societies because western culture supported espoused
values in democratic culture and society. These conflicting
research results may be due to the lack of consideration to
the leader-member relationship in these studies. Thus, it
can be concluded that psychological empowerment did not
effect on the job outputs independently. The results also re-
vealed that self- efficacy and leader-member exchange did
not act as an independent mediator in the relationship of
emotional intelligence and burnout. It can be deduced that
self-efficacy of physical dimension of an occupation as an
influential factor can effect on burnout. Physical and emo-
tional dimensions of an occupation and job environment
cannot regulate with self-efficacy and work-related vari-
ables (Maslach & Jackson, 1981). Emotional intelligence
also cannot regulate them alone, but just can influence on
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the quality of relationship with superiors. Herzberg (1966)
stated that emotional intelligence was considered as one
of the motivational factors and should be considered dif-
ferent from other health factors. The condition is different
regarding the job satisfaction because it is related to the
human physical processes and working conditions (Cro-
panzano & Mitchell, 2005). Therefore, the mediating role
of self-efficacy has a significant effect on the relationship
between leader-member exchange and job satisfaction. It
also acts as a compliment for the physical dimension of job
satisfaction which investigates the effect of leader-member
exchange and emotional intelligence on job satisfaction.

6 Conclusion

The results of this study showed that the research on dif-
ferent occupations can bring different results especially for
occupations that are stressful and have excessive workload
(McVicar, 2003). It is not necessary to seek an overhasty
generalization of the results of previous studies in nursing
job, but categorizing the different dimensions of theories
seems to be necessary. Due to the novelty of this study
which investigated the mediating and moderating effects
of leader-member exchange, self-efficacy, and psycholog-
ical empowerment on relationship between emotional in-
telligence and work attitudes, the findings failed to support
any potential positive role of psychological empowerment
as a mediator between emotional intelligence and lead-
er-member exchange as well as job satisfaction and emo-
tional exhaustion. In other words, contrary to expectations,
neither emotional psychology nor self-efficacy can predict
emotional exhaustion. Based on the obtained results, al-
though self-efficacy affected on the relationship between
emotional intelligence, leader-member exchange, and job
satisfaction, it was surprisingly inefficient about the same
relationship with the influence of emotional exhaustion.
The importance of leadership training can never be un-
derestimated. Effective leadership skills, especially com-
munication skills for the nurses, seem to be necessary for
the board of supervisors to develop supervisors’ leadership
skills and qualities, improve employees’ job satisfaction,
and decrease employees’ emotional exhaustion. Investi-
gating the relationships among nurses’ self-efficacy beliefs
and their perceptions may be helpful to improve the nurses’
performance. Future research needs to examine the ways
in which emotional intelligence effects may be moderated
by more non-personal factors such as social support, job
identity, and especially organizational climate which cover
the emotions in organizations. Like previous studies, this
study also suffers from some limitations. First, the statis-
tical population of the study was restricted to nurses’ per-
ceptions of the quality of their leader-member exchange
relationship, self-efficacy, and emotional empowerment;
therefore, the data generally obtained from just a single
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source. Therefore, the findings of this study cannot neces-
sarily be generalized to all occupations. Second, supervi-
sors and nurses ratings of leader-member exchange might
not appear on the same line (Hill, Kang, & Seo, 2014).
Third, though efforts should be made to reduce the effects
of biases especially at interpreting the results. To validate
the conclusions, it is better to seek out the samples from
multiple sources and occupations which need less com-
munication skills such as virtual jobs and employees on
production lines.
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Vpliv posrednega uéinka izmenjave med vodjo in timom, samo-u€inkovitosti in psiholoS§ko opolnomocenje
na delovnih rezultate medicinskih sester

Ozadje: Glavni u€inki odnosa med vodjo in ¢lanom ter kakovost odnosa med podrejenim in nadrejenim so glavne
spremenljivke, ki pomagajo izboljSati zadovoljstvo in zmanjSati iz€rpanost medicinskih sester. Cilj te je Studije preu-
Citi u€inke Custvene inteligence, samoucinkovitosti in psiholoSkega opolnomocenja na psihi¢no iz€rpanost in zado-
voljstvo z medicinskimi sestrami s poudarkom na vplivu izmenjave med vodjo in timom

Metode: Podatke smo zbrali v treh javnih bolniSnicah na severozahodu Irana v letu 2016. Zbrali smo 138 za analizo
uporabnih anketnih vpraSalnikov. Glavne hipoteze te Studije smo analizirali z uporabo analize mediacije- moderacije
po modelu PROCESS

Rezultati: Rezultati so pokazali, da je izmenjava med vodji in timom (Leader Member Exchange - LMX) delovala kot
posrednik med €ustveno inteligenco in zadovoljstvom z delom in spremenila negativen u€inek v pozitivhega. Posre-
dni u€inek Custvene inteligence na €ustveno izErpanost z izmenjavo voditeljem in €lani je bil mo¢no negativen, zlasti
pri visjih ravneh izmenjave med ¢lani in vodjo..

Zakljuéki: Studija je pokazala, da lahko kakovostni odnosi med medicinskimi sestrami in nadrejenimi izboljajo
rezultate dela. Negativni odnos med €ustveno inteligenco in Custvenim izErpavanjem je bil izrazitejsi, ¢e smo upo-
Stevali izmenjavo med €lani tima in vodjo. Visoka €ustvena inteligenca pri medicinskih sestrah negativno vpliva na
zadovoljstvo z delovnim mestom, vendar se s posredovanjem vloge izmenjave med clani in vodjo vpliv spremenil
vV pozitivhega. Izmenjava med vodjo in timom je delno posredovala ucinek Custvene inteligence na zadovoljstvo z
delovnim mestom, razen kadar so bile vrednosti samo-ucinkovitosti precej velike. PsiholoSko opolnomocenje ni bi-
stveno vplivala na povezave med Custveno inteligenco, izmenjavo med vodjo in €lani in rezultati dela.

Implikacije za vodje zdravstvene nege: Priporo¢amo, da vodje je preucijo kakovost izmenjave med vodji in ¢lani
timov v bolniSnicah, preden jih uporabijo za merjenje zadovoljstva medicinskih sester in rezultatov njihovega dela.
MenedZerji naj se tudi bolj osredotocijo na izmenjavo med vodji in €lani tima in poskusSajo izboljSati kakovost v le-te-
ga. Nadaljnje Studije so potrebne za raziskovanje ucinkov razli¢nih u€inkov kakovosti izmenjave med ¢lani in vodji v

daljSih obdobjih spremljanja.

Kljuéne besede: Custvena inteligenca, Izmenjava med vodiji in lani (LMX), Psiholosko opolnomodenje
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Background and purpose: The demographic structure of the countryside shows that the number of people aged
65 or more is increasing; however, they are still active and motivated for work and help the younger generation. The
research aims at studying the influence of the elderly on the organisation of tourist farms; particularly the factors
which affect the organisation of operation and modernisation thereof, such as the factors of inheritance, intergen-
erational organisational relationships and cooperation, the frequency of further training, inclusion of the elderly in
tourist farms and the effect of the perceived changes in the organisation of subsidiary tourist activities on farms on
the perception of modernisation.

Methodology: A critical review of secondary literature sources has been made and the findings were summarised
by applying the synthesis method. Further on, a survey was conducted on tourist farms in all Slovenian cohesion
regions in order to collect the data which was then analysed by multiple regression method, applying IBM SPSS
software.

Results: Inheritance factors do not affect the perception of the modernisation of tourist farms in a statistically signif-
icant way; the same applies for intergenerational relationships for people, aged 51 or more while the influence was
established for people under 51. Furthermore, the inclusion of the elderly does not have any influence neither does
the frequency of further training while education and trainings themselves are important. It has been found out that
the expansion of the offer, followed by the division of work, is the most significant for the perception of modernisation.
Conclusion: Survey results show good relationships among the social actors and possible solutions which can be
implemented in order to help the population of the Slovenian countryside concerned.

Key words: The elderly, Modernising the organisation, Tourism, Tourist farms, Organisation.

of people aged 65 or more is increasing; however, most of
them are still active and motivated for work and help the
younger generation, in our case on tourist farms (Kerbler,
2007; Program razvoja podezelja, 2015; Reid, Pezzi and
Faggian, 2020).

People in the countryside are constantly striving

1 Introduction

In these times of rapid changes and progress social sys-
tems are changing, followed by changing tourist systems
(Holloway and Humphreys, 2019). Tourism is undergoing

significant changes and facing new challenges, which re-
sult in new aspects regarding the operation of tourist sys-
tems. On the other hand, the demographic structure of the
countryside is getting older, which means that the number

for maintaining good conditions for the development of
economy on the farms; and it is those conditions that are
extremely important for the future generations who will
continue to work on the farm (Kerbler 2011, Knezevi¢
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Hocevar 2013). Numerous families in the countryside con-
sist of several generations, where also the elderly have a
significant role and consequently also the influence (Augé,
2011); according to the same author: »Longer life expec-
tancy, transition from the usual living with three genera-
tions to four generations gradually lead to practical chang-
es in the regulation of social life.«

The problems in the countryside are connected with
the decreasing number of families with several members.
On the other hand, there are even as many as four gener-
ations on the same farm, we are facing the migration of
young people to towns and migration of the elderly back
to the countryside. All of the above causes deterioration
of intergenerational relationships, disputes concerning in-
heritance (Kerbler 2011), lack of quality knowledge and
further education and training (Burholt and Dobbs 2012;
Glasgow and Brown 2012; KneZevi¢ Hocevar 2013).

Consequently, knowing the influence of the elder-
ly on the modernisation and development of the organi-
sation of tourist farms is of key importance (Dwyer and
Bressey 2007; Cigale, Lampic, Poto¢nik and Repe, 2014;
Phillipson et al., 2018), which is emphasised also in the
rural development programmes (Rural Development Pro-
gramme, 2015; NIC 2018). The whole world, particularly
big countries such as the United States of America, Canada
and Australia, is aware of the significance and relevance
of those problems (Davis, Chrothers, Grant, Young and
Smith, 2012; Beaulieu 2014).

Tourist system is operating more and more individu-
ally as mass tourism does not prevail anymore. The new
way of organisation, affected by the individualisation of
tourist services, requires the application of new technolo-
gies, new ways of management and, above all, a new way
of training for tourism. This research aims at studying the
influence of the elderly on modernising the organisation of
tourist farms in Slovenia; particularly how the factors of
inheritance, quality of intergenerational organisational re-
lationships, further training, social inclusion of the elderly
and the perceived changes in the organisation of subsidiary
tourist activities on farms affect the perception of the mod-
ernisation of tourist farms.

2 Theoretical background

The number of people aged 65 or more who are still active
and motivated for work and help the younger generation
on tourist farms is increasing (Kerbler, 2007; Program
razvoja podezelja, 2015; Reid, Pezzi and Faggian, 2020).
Consequently, it is very important to know the influence
of the elderly on modernising the organisation of tourist
farms and therefore four pillars have been established as
the factors which affect the organisation of operation and
modernisation thereof. These are as follows: transfer of

ownership and inheritance, intergenerational organisation-
al relationships and cooperation, further training and social
inclusion of the elderly in tourist farms.

Transfer of ownership and inheritance — In the past
(before land reform in 1848) various rules applied to in-
heriting farms, all sharing the same interest of the govern-
ment or the landlord that farms would not be fragmented.
Therefore rules on the inheritance of farms did not favour
the division of property or they even prevented it by grant-
ing the right to succeed only to one child of the deceased
(Kambic, 2007). It is also interesting that the “wife of the
deceased person was entitled only to the movable property
in the house, which was a very common custom in the old
Austro-Hungarian lands« (Kambi¢, 2007). While in Eu-
rope the change of generations or transfer of ownership in
case of non-agricultural SMEs often means closing down
or sale of the enterprise (e.g. Croatia 35%, Finland 70%)
(Alpeza, Tall, & Mezuli¢ Juric 2018), this is not usually the
case in the transfer of the ownership of farms.

Nowadays, Inheritance of Agricultural Holdings Act
regulates the inheritance of agricultural land in the Repub-
lic of Slovenia. It is laid down in Article 7 of the said Act:
The agricultural holding shall be inherited by the statutory
heir under the general inheritance regulations who plans
to cultivate the agricultural land, and who is selected by
agreement by all the heirs; in case the agreement referred
to in the preceding indent cannot be reached, the inher-
itance priority shall be held by the spouse of the deceased
and the children who are training or have trained in the
field of agricultural or forest activity. In case there are sev-
eral such persons, the priority shall be held by those who
are or have been growing up on the farm and have con-
tributed by their work or earning to maintaining or devel-
opment of the farm. In case of equal conditions, the prec-
edence in inheriting the protected farm shall be held by
the spouse of the deceased. In case the whole or a part of
the protected farm comes from the surviving spouse of the
deceased, that spouse and the children the spouse has with
the deceased, shall have precedence from other children of
the deceased; (...).« (Inheritance of Agricultural Holdings
Act, 1995).

In order to maintain the integrity of agricultural land
the Inheritance of Agricultural Holdings Act Article 5 lays
down also that “as a rule, a protected farm shall be inherit-
ed by one heir only. The farm may be inherited by several
heirs only in case the conditions referred to in that Act are
met.« (Inheritance of Agricultural Holdings Act, 1995).

Intergenerational organisational relationships and co-
operation — According to (Dimovski and Znidarsi¢, 2007)
»It is not rare today that four generations live together.
Due to low natality children are surrounded by more adults
and elderly people”. Results of an analysis, conducted by
Knezevi¢-Hocevar (2013) on farms in Prekmurje (north-
east Slovenia), show that most interviewees are of the
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opinion that it is an advantage when young and older peo-
ple live together, provided they get on well. Older gener-
ation stated that among the advantages there is safety and
care when they get older, mutual intergenerational learning
and the feeling that you always get help when you need it.

Social relationships and intergenerational communica-
tion are of key importance for several generations to live
together. Ramovs and Slana (2010) point out the lack in
mutual contacts and quality communication, particularly
between the young and older generation. The above are
essential in order to strengthen intergenerational solidar-
ity and quality aging in the future. Human solidarity is
developing and strengthening in parallel with enhancing
the quality of intergenerational communication. All those
relationships are required for good cooperation and mod-
ernising the organisation of tourist farms (de Bel, Kalmijn
and van Dujin, 2019).

Education — The strategy of lifelong learning is signif-
icant for quality development of knowledge and qualifi-
cation in the countryside. People in the countryside, who
are engaged in subsidiary tourist activities on the farm, are
constantly dealing with tasks and problems they did not
have prior to starting up the activity. Nowadays, lifelong
learning is required as a development concept, upgrading
education, developed and created in the past, and provides
a new, paradigmatic shift also for schooling of the youth or
formal initial education (Bahgelerli, 2018).

In the countryside, particularly on tourist farms, life-
long learning is essential and therefore we want to em-
phasise the important learning objectives. It is of extreme
importance for marketing of products and communication
with the environment and provides a competitive advan-
tage in ever increasing competition. Specific knowledge,
required for successful production and processing of foods,
and accommodation and food service activities, demands
the contents of education in all fields of work on a tourist
farm for all age groups to be adapted. They also have to
include the programmes of intergenerational cooperation
(Kump and Jelenc-Krasovec, 2005; Pazek, Majkovi¢ and
Borec, 2005)

Social inclusion of the elderly on tourist farms — Ed-
ucational and career centres as social networks deal with
social inclusion of the tourist farm members. Social envi-
ronment monitoring is important as members of all gener-
ations on the farm are aware of the responsibility for active
participation at all levels of educational and social and cul-
tural activities. The knowledge and skills create the organ-
isational structure and adapting to the specifics of work
by individual family members. In the countryside, there
are good conditions for the involvement of the elderly in
various societies. This strengthens the feeling of responsi-
bility and importance also in later periods of life. There is
some dissatisfaction felt among young people regarding
the status in the family; due to fear older members are too
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late to transfer the ownership of the property to younger
generation. This often leads to family disputes concerning
inheritance and continuation of the family holding (Al-
banese and Bocci, 2019).

An important topic which should contribute to further
training and development of public policy, associated with
the social inclusion of the elderly, deals with how different
generations can participate and contribute to social inclu-
sion and benefit from them. The elderly themselves are a
heterogeneous group. This is shown also in the vitality and
productive engagement of the generation in the third age
group (e.g. 65-84 years of age), contrary to the propor-
tionally higher limitations of dependence and health in the
fourth age group (e.g. 85 and more years of age). Creative
approaches to social inclusion should be focused on how
voluntary work by the younger elderly can best support so-
cial inclusion and autonomy of the oldest (Windsor, Curtis
and Luszcz, 2016).

The biggest problems are the basic needs and wishes
of the elderly in rural areas where the access or departure
from home is more difficult, particularly in winter. This
affects the mobility at home and outside or travelling and
driving. In rural areas it is essential to drive in order to
go to the doctor, cultural institutions or shops as public
transport is rare. If the elderly are not able to drive, they
become dependent on their families, neighbours or service
providers. This is particularly true in winter time when
there is a lot of snow in certain areas. The second problem
are supporting services such as deliveries, health care sup-
port, and similar (Biniok, Menke and Selke, 2018).

3 Research questions and
hypothesis

For the research purposes four research questions have
been posed, explained and justified below:

RQ1: »How do inheritance factors affect the percep-
tion of the tourist farm modernisation?«

According to numerous authors the farms where the
ownership was transferred earlier, are more modernised
than those subject to later transfer of ownership or those
where the ownership has not been transferred yet; parents
often transfer their property to their successors late and the
future heirs do not dare or are not interested in investing
their capital or knowledge if they are not completely sure
they will inherit the farm (Fennell, Phillipson and Evers,
1988; Gosar, 1998; Pecjak, 1998).

RQ2: »How does the quality of intergenerational rela-
tionships with the elderly in the family affect the percep-
tion of the tourist farm modernisation?«

There are as many as four generations living in the
same household (Kerbler, 2011; Burholt and Dobbs, 2012;
Glasgow and Brown, 2012). In such cases the relationships
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concern young, middle and old generations and in those
family businesses cooperation is of key importance for the
modernisation of the organisation itself (Brandth and Hau-
gen, 2012; Knezevi¢-Hocevar, 2013; Li, Mi and Zhang,
2020). It is assumed that the better the intergenerational
relationships the better the modernisation of the organisa-
tion of tourist farms.

RQ3: »How does the frequency of further training for
the needs of subsidiary activity affect the perception of the
tourist farm modernisation?«

Further training and lifelong learning are important as
in the modern world the progress of various technologies
is the fastest ever seen; it strengthens reasonable dialogues
of two or even three age generations in the family (Amo-
ah and Baum, 1997; Kump and Jelenc-Krasovec, 2010;
Simandi, 2018).

RQ4: »How does the inclusion of the elderly in the af-
fect the perception of the tourist farm modernisation?

Social inclusion of the older generation in the social
and cultural life is of key importance for maintaining their
physical, psychological and mental fitness (Biniok, Menke
and Selke, 2018; Windsor, Curtis and Luszcz, 2016).

RQ4: »Which changes have the highest effect on the
perception of the tourist farm modernisation?«

4 Methodology

4.1 Research approach

A combined research approach was applied for the needs
of the research. A critical review of secondary literature
sources has been made and the findings were summarised
by applying the synthesis method. Further on, a quantita-
tive research, namely a survey was conducted on tourist
farms in all Slovenian cohesion. The survey was conduct-
ed on web portal https://www.1ka.si and in printed forms,
sent to respondents with the help of the agricultural coun-
sellors and employees at the Association of Tourist Farms
of Slovenia. The survey questionnaire was emailed to 738
units. These were farms with registered subsidiary tourist
activity on the farm, and activities, associated with the tra-
ditional knowledge on the farm, services or products. The
email was received by 585 respondents, opened by 546
people, and 131 respondents answered the questions — val-
ues are missing in some questions as not all the respond-
ents answered all the questions.

Where possible, the results are presented compara-
tively, according to the young or the older generation of
the tourist farm members. Holders of the tourist farms as
well as their spouses and their descendants were surveyed.
Statistical analysis under IBM SPSS software, multiple
regression analysis and calculation of the Spearman cor-

relation coefficient were applied in order to verify the hy-
pothesis below.

4.2 Presentation of the sample

Representatives of family farms from all 12 Slovenian
regions participated in the research. Age structure of the
respondents is as follows: 58.0% of the respondents were
between 31 and 50 years old, and the lowest sample (3.8
%) were people, aged 65 or more. 5.3% of respondents
were between 16 and 30 while the sample of people aged
between 51 and 65 accounts for 32.1%, one person did
not answer. 50.4% of respondents were female and 36.6%
male; 17 people did not answer.

Education structure of the sample was as follows:
17.6% of respondents completed primary or vocational
school, while the most (35.1%) finished secondary school.
11.5% respondents completed short-cycle college, 4.61 %
professional college, 6.1 % higher education, 10.7% uni-
versity education, and 2.3% have a master’s degree.

Most respondents live in partnership, either married
(77.1%) or in cohabitation (14.5%). Only 3.1% are single,
2.3% widowed, 1.5% are in a relationship but they do not
live with their partners, two respondents did not answer.

Most respondents have a decisive role on the farm as
they are either holders of subsidiary activity (74.89%) or
owners and heads of the holding (41.2 %). Nearly a tenth
of the respondents are future heirs of the farm (8.4%)
while 6.1% are already the heirs. Others indicated other
roles such as the co-owner of the farm (8.4%), housewife
or mother of the holder of the subsidiary activity.

5 Results

Dependent variable “perception of the tourist farm mod-
ernisation” and the following independent variables: “in-

ELENNT3

heritance factors”, “quality of intergenerational relation-

CLINNT3

ships with the elderly”, “frequency of further training for
the needs of subsidiary activity”, “inclusion of the elder-
ly”, and “modernisation changes” were established.

Multiple regression analysis was applied to verify
whether there are positive and statistically significant links
between the inheritance factors and perception of the tour-
ist farm modernisation. As shown in Table 1, they were not
recognised.

Multiple regression analysis was applied to verify
whether there are positive and statistically significant links
between the quality of intergenerational relationships with
the elderly in the family and perception of the tourist farm
modernisation, where the respondents were divided into
two groups according to their age — up to 50 years of age
and 51 or more. As shown in Tables 2a and 2b, they were
not recognised in the case of the elderly while it was recog-
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nised in the group up to 50 years of age, which shows that
the better the intergenerational relationships with the el-
derly in the family, the higher the perception of the tourist
farm modernisation is (beta is 0.217 and it is statistically
significant at the rate of 0.052).

Spearman correlation coefficient was applied to verify
whether there are positive and statistically significant links
between the frequency of further training for the needs of
subsidiary activity and perception of the tourist farm mod-
ernisation. As shown in Table 3, the link is not statistically
significant.

Multiple regression analysis was applied to verify
whether there are positive and statistically significant links

between the inclusion of the elderly and perception of the
tourist farm modernisation. As shown in Table 4, they
were not recognised.

Spearman correlation coefficient was applied to verify
which changes have the highest and statistically significant
influence on the perception of the tourist farm modernisa-
tion. As shown in Table 5, there are positive and statisti-
cally significant links between the perception of the tourist
farm modernisation and: changes in the organisation of
farm work, education and training, expansion of the offer
at the farm, enhanced cooperation by all family members,
and sharing of work in the family.

Table I: Multiple regression for RQI

Standardized
Unstandardized Coefficients | Coefficients
Model B Std. Error Beta t Sig.
(Constant) 3,176 ,448 7,087 ,000
Early transfer of property to the heir | -,018 ,092 -,021 -,193 ,847
is extremely important
Planned way of inheritance is ex- ,145 ,101 ,162 1,442 152
tremely important
We follow the tradition that the heir | -,048 ,064 -,072 -,750 455
is the first-born son or daughter if
there is no son
Inheritance causes stress and dis- ,020 ,070 ,033 282 ,779
putes in the family
Brothers and sisters are on bad terms | ,009 ,067 015 ,128 ,898
due to inheritance
Appropriate inheritance can regulate | ,010 ,063 ,016 161 872
the relationships in the family
a. Dependent Variable: Perception of the tourist farm modernisation
Table 2a: Multiple regression for RQ2
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3,681 ,429 8,582 ,000
Intergenerational -,005 ,099 -,009 -,054 957
relationships with
the elderly in the
family — 51 years
and more
a. Dependent Variable: Perception of the tourist farm modernisation
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Table 2b: Multiple regression for RO2

Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3,237 274 11,815 ,000
Intergenerational | ,130 ,066 217 1,973 ,052
relationships with
the elderly in the
family — up to 50
years of age
a. Dependent Variable: Perception of the tourist farm modernisation

Table 3: Spearman correlation coefficient for RO3

Frequency of further
training for the needs of
subsidiary activity
Spearman’s rho Perception of the tourist farm mod- | Correlation Coefficient -,025
ernisation
Sig. (2-t/iled) ,788
n 118
Table 4: Multiple regression for RQ4
Standardized
Model Unstandardized Coefficients | Coefficients
B Std. Error Beta t Sig.
1 (Constant) 3,840 ,519 7,402 | ,000
The elderly are good mentors at | ,154 118 ,192 1,307 |,195
work
They strongly influence our de- | -,154 117 -,173 -1,321 |,191
cisions
Quality work would not be pos- | ,041 ,108 ,061 ,382 ,703
sible without parents’ advice
and cooperation
We would not have decided for | -,091 ,086 -,144 -1,066 |,290
the subsidiary activity at our
farm without the material and
financial basis, created by our
parents
Our parents’ opinions do not | ,096 ,104 ,138 ,920 ,361
help in the organisation of work
Parents are completely exclud- | -,104 ,093 -,175 -1,113 | ,269
ed from the subsidiary activity

a. Dependent Variable: Perception of the tourist farm modernisation
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6 Discussion and conclusion

The problems of the change of generations, inheritance
and intergenerational relationships on the farm are shown
as good examples of developing social and economic pow-
er of the topic concerned. As it has been mentioned, tourist
farms are facing numerous challenges or problems such
as rapid changes and progress where social systems are
changing, followed by changing tourist systems (Hollo-
way and Humphreys, 2019; Poslad et al., 2001).

On the other hand, the number of people aged 65 or
more who are still active and motivated for work and
help the younger generation on tourist farms is increasing
(Kerbler, 2007; Program razvoja podezelja, 2015; Reid,
Pezzi and Faggian, 2020). Consequently, it is important
to find out the influence of the elderly on the organisation
of tourist farms according to four pillars which are as fol-
lows: transfer of ownership and inheritance, intergenera-
tional organisational relationships and cooperation, further
training and social inclusion of the elderly in tourist farms.

It follows from the research that the inheritance factors
themselves do not affect the perception of the tourist farm
modernisation. It was established in the previous qualita-
tive research, conducted by Zalar (2014), that in eastern re-
gions parents decide to transfer the ownership to the heirs
earlier than in western regions. It is common in western re-
gions that the heirs divide the property only after their par-
ents have died and they agree with that. This often leads to
disputes and destruction of the family. Our research does
not confirm the link between earlier transfer of property to
the heir and the perception of tourist farm modernisation.

It was found out that in case of people aged 51 and
more intergenerational relationships on tourist farms do
not affect organisation modernisation or the introduction
of a new paradigm of relationships on the tourist farms,
while such effect is present in case of people under the age
of 50; the better the relationships, the more modernised the
organisation. It follows from the above that the younger
and the older generation get on well in all aspects. Con-
sequently, at the time of the research tourist farms were
modernised well. There are occasional disputes and argu-
ments in families but that does not affect the modernisation
of organisation or renovation of farm and accommodation
facilities. It is a positive influence of intergenerational re-
lationships on the self-assessment of the organisation mod-
ernisation. The better the relationships, the higher the per-
ception of the younger that the organisation of their farm
or subsidiary activity is modernised.

In spite of the fact that the frequency of further training
does not affect the perception of tourist farm modernisa-
tion in a statistically significant way, education and train-
ing are important and they have a statistically significant
positive contribution to the perception of tourist farm mod-
ernisation. Social inclusion of the elderly in various social
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activities does not affect the modernisation of the tourist
farm organisation. It regards mainly general knowledge of
the elderly about the current topical social issues. In this
way, the elderly have more insight in the problems and
understanding of the younger generation when faced with
organisational and business decisions and plans. That con-
tributes to intergenerational coexistence and life in fami-
lies where even up to four generations live in one or two
households on the same farm.

Social inclusion of the elderly affects only their men-
tal and health condition and quality spending of free time
they have more of than the active younger generation. The
latter, particularly the female part of the family, have to go
to work and be engaged in the subsidiary activity at home.
The elderly are often only moral and financial support-
ers of the family organisation of the farm operation. This
means mutual influence between the elderly and younger
generation. In this case, the elderly do not have a direct
influence on the modernisation of the organisation.

We would like to point out the factors which positively
and statistically significantly affect the perception of the
tourist farm modernisation, which are as follows: expan-
sion of the offer at the farm, sharing of work in the family,
changes in the organisation of farm work, enhanced coop-
eration by all family members, and education and training.

It has been found out that the influence of the moderni-
sation of the organisation is mainly moral, which is reflect-
ed particularly in good intergenerational relationships and
financial support to young generation who is starting their
career path. Survey results show good relationships among
the social actors and possible solutions which can be im-
plemented in order to help the population of the Slovenian
countryside concerned.

In the field concerned, attention should be paid to main-
taining and development of social actors who strive for the
best possible overall image of the organisational structure
of the subsidiary activity on the farm. Comparison of the
theoretical background and the research topic gave insight
in the excellence in improving organisational capabilities
of tourist farms in Slovenian countryside. The tasks and
objectives are to strive for maintaining the organisational
capabilities of tourist farms and keeping rural population
in the countryside by encouraging good economic and so-
cial position of the inhabitants.
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Vpliv starejSih odraslih na posodabljanje organizacije turisti€nih kmetij Slovenije

Ozadje in namen: Demografska struktura podeZelja stara; vedno vec je ljudi, ki so stari 65 ali vec let, in so Se vedno
aktivni in motivirani za delo ter pomagajo mlajSi generaciji. Cilj raziskave je prouciti vplive starejSih odraslih na or-
ganizacijo turisticnih kmetij, predvsem dejavnike vpliva na samo organizacijo poslovanja in njeno posodabljanje, kot
so dejavniki dedovanja, medgeneracijski organizacijski odnosi in sodelovanje, pogostost dodatnega izobrazevanja,
vklju€enost starejSih na turisticnih kmetijah ter vpliv percipiranih sprememb organizacije dopolnilne turisticne dejav-
nosti na kmetiji na dojemanje posodobljenosti.

Metodologija: Izdelali smo kritiCen pregled sekundarnih virov literature in na osnovi metode sintez strnili ugotovitve.
V nadaljevanju smo z anketo na turisti¢nih kmetijah v vseh kohezijskih regijah Slovenije zbrali podatke in jih analizi-
rali z metodami multiple regresije, ker smo uporabili program IBM SPSS.

Rezultati: Dejavniki dedovanja ne vplivajo statisticno znacilno na dojemanje posodobljenosti turisti¢nih kmetij, po-
dobno velja tudi za medgeneracijske odnose pri starejSih od 51 let, vendar pa smo ugotovili vpliv pri mlajSih od 51
let. Vklju€enost starejSih prav tako ne vpliva, enako je s pogostostjo dodatnih izobraZevanj, so pa pomembna sama
izobraZevanja in usposabljanja. Ugotovili smo, da ima najvecji vpliv na dojemanje posodobljenosti Siritev ponudbe,
kateri sledi delitev dela.

Zaklju€ek: Rezultati raziskave nakazujejo dobre odnose med socialnimi akterji in mozne reSitve, ki jih bo mogoce
implementirati v obravnavano podrocje, da bi z njimi pomagali obravnavani populaciji slovenskega podeZzelja.

Kljucne besede: Starejsi odrasli, Posodabljanje organizacije, Turizem, Turisticna kmetija, Organizacija.
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