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ABSTRACT - This article aims at analyzing the adoption patterns which apply on the market for
higher education when two types of learning organizations — namely, traditional learning and e-
learning organizations — provide educational programs. We focus on the impact of public subsidies to
e-learning providers in order to evaluate the conditions under which the learning gap is bridged. A
welfare analysis is introduced to estimate the relevance of such ‘pro e-learning’ public policies. Our
first results show that public subsidies enable the e-learning organization to provide quality-based and
pricing strategies that tend to be similar to those of the brick'n mortar organization. Besides, we find
that such short-term policies positively impact on the global level of quality which is provided by both
providers. Nevertheless, our welfare analysis underlines contrasted results about the relevance of such
short-term public policies.
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Introduction

Information and communication technologies have deeply changed the scope and the
nature of the market for higher education (Bates, 2005). Indeed, virtual campuses and e-
learning programs have emerged as relevant alternatives to traditional ‘brick'n mortar’
learning organizations, thus providing somehow distant learning features. Following the
developing of such new types of learning providers, it has been suggested that it is possible
to consider a market for higher education learning services in which academic institutions
and virtual campuses are key actors (Allen and Shen, 1999; Belfield and Levin, 2002;
Brasington, 2003; Sosin et al., 2004). The advent of virtual campuses and e-learning programs
leads to two major changes in the market for higher education. A first significant change
affects the scope, the boundaries and the nature of competition in such a market. A second
major change is related to the provision of quality for programs in this market inasmuch as
e-learning programs tend to stimulate the developing of new — ICT-related — uses.

The quality of the learning services each channel is likely to provide represents one key
issue following the appearing of new competition dynamics on the market for higher
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education. ICTs have been shown to enable teachers and learning staff to develop
pedagogical innovations (Becker and Watts, 2001; Rivkin et al., 2005; Cukusic et al., 2010).
Friedman (1962), Hoxby (1994; 2000), West (1997), Dee (1998) and Jaag (2006) find that
educational mobility leads learning organizations to provide higher-leveled quality for their
programs whereas lesser optimistic results are obtained by Epple and Romano (1998), Hoyt
and Lee (1998), Jepsen (2002) and McMillan (2004). Although the impact of the competition
effect on learning quality remains unclear, such contributions have opened alternative paths
to study the delivering of educational services. The European Union has taken various
initiatives so as to promote e-learning programs and to overcome the so-called ‘learning
gaps’. Some countries of its Members States (i.e., France and Spain) have hugely subsidized
these programs. Although the impact of government subsidy on performance and social
outcomes in the traditional market for higher education has largely been explored by
scholars (Schneider, 2010; Yamauchi, 2011), the whole impact of such policies remains
unclear in the case of e-learning and deeper analyses have to be carried out.

The aim of this article is to analyze the impact of public subsidies to e-learning providers
in order to evaluate the conditions under which the learning gap is bridged. A welfare
analysis is introduced to estimate the relevance of such ‘pro e-learning’ public policies in a
framework in which traditional learning and e-learning organizations compete by providing
educational programs. Our first results show that public subsidies enable the e-learning
organization to provide quality-based and pricing strategies that tend to be similar to those
of the brick'n mortar organization. Besides, we find that such short-term policies positively
impact on the global level of quality which is provided by both providers. Nevertheless, our
welfare analysis underlines contrasted results about the relevance of such short-term public
policies.

The paper is organized as follows. Section two presents the settings of the model (2).
Section three identifies optimal quality-based and pricing strategies when the market for
higher education partially and shared (3). Section four analyzes the impact of public
subsidies on both competition outcomes and welfare (4). Section five concludes (5).

The model

We present a market in which two commercial organizations act as duopolists when
providing learning services. We introduce two types of learning providers, namely brick'n
mortar campuses and virtual campuses. These traditional organizations are more likely to
provide mass-oriented services whereas virtual ones rather provide customized services to
better match the needs of the students. They also differ in the nature of the constraints
students have to face when adopting one of the two services. We develop a model in a ‘a la’
Hotelling framework in which providers sell differentiated services, the traditional campus
(resp. the virtual campus) being located at 0 (resp. 1). Adopters are uniformly distributed on
the Hotelling line and their total mass N is equal to 1. They adopt at most one learning
service that is provided by either the traditional campus or the virtual campus. Be x the

location of each product on the line (x € [O;l] ). Utility functions are defined as follows:
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r+q,—tx—p, if adopts from the traditional campus
U ,=4r+q,—t(1-x)—p, ifadopts from the virtual campus (1)
0 if does not adopt

r (r>0) is the gross utility adopters derive from learning services. fx (resp. z‘(l —x) ) is

the transportation disutility adopters get from adopting the learning program provided by
the traditional campus (resp. the virtual campus). Transportation cost ¢ captures the nature
of the constraints which lead students to adopt at most one of the two educational services.
Such constraints are related to both technical features (e.g., equipments) and abilities (e.g.,
competences) to use one of the two types of service. x (resp. (1 —x)) represents the distance

between any adopter’s ideal product and that provided by the traditional campus (resp. the
virtual campus). p,(p, >0) is the price the brick'n mortar provider charges to students
when adopting learning programs and p, ( p, > 0) represents the price students have to pay
to adopt e-learning programs. g, (q, >0) (resp. q,, g, >0) is the level of quality that is
provided by the traditional provider (resp. the virtual provider). We here interpret learning
qualities as the efforts carried out by the organizations to hire high-leveled learning staff and
to contribute to the provision of high-leveled diploma. We suppose that the content of
learning programs provided by the two types of learning organizations is the same. Product
differentiation can only be measured by the way educational services are released.

Both learning providers are driven by pure for-profit motives to develop learning
programs. We define their objective functions as follows:

7T =mp —H _(%2/2)
T, =myp, =, f, —(qi/z)

(2)

7, (resp. m,) is the profit function of the traditional learning provider (resp. the virtual
learning provider) when supplying her programs. We define n, (n, € ]0;1[) as the mass of
the students who adopt the programs provided by the brick'n mortar campus whereas n,
(n, € ]0;1[) represents the mass of the students who adopt e-learning services. Both

organizations face costs whose cost structures are not the same. The traditional learning
provider has to support fixed costs Fi to carry out the provision of learning services
inasmuch as the setting out of brick'n mortar activities requires buildings to be allocated and
both teaching and administrative staffs to be paid. Nevertheless, the mass of the students
who adopt traditional learning services is not likely to strongly affect the levels of costs of the
learning supplier since her activity is based on a mass-consumption scheme. For
simplification purposes, we set the level of marginal costs to zero. The provider of e-learning
programs has to face marginal costs when carrying out her activity inasmuch as it is based
on a customization-based approach. Indeed, since each student is likely to be individually
provided a specific learning program and teachers are likely to be more involved in
participating to personal trainings, marginal costs f, have to be taking into account when

providing learning services. We however suggest that fixed costs are much lower-leveled in
the case of commercial e-learning activities. Again, for simplification purposes, we set the
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level of fixed costs to zero. As generally assumed, we eventually suppose that both
producers face innovation production costs whose shapes are quadratic. Such costs lead both
learning providers to design suitable pricing and quality strategies to maximize their profits.
We define the adoption decision process as a four-step game:
e at step t=0, both the traditional organization and the virtual organization
decide whether to provide or not to provide learning programs;

e atstep =1, both organizations simultaneously set qualities ¢, and ¢,;
e atstep =2, both organizations set prices p, and p,;

e at step t=3, students decide to adopt or not to adopt the product released by
either the brick'n mortar organization or the virtual campus.
Providers and potential adopters have full and common knowledge of the production
outcomes, whether they concern prices and qualities. We suppose that their expectations
about the way prices and qualities are defined do apply.

We consider the specific case in which the market is partially served and shared. Indeed,
the gross utility adopters derive from getting access to learning services (i.e., r) is low so
that access to learning services is limited. Therefore, we here focus on the case in which both
the cultural and political landscapes of the countries are likely to generate learning gaps.

Optimal strategies and competition outcomes

Potential adopters have a low intrinsic valuation for learning services and/or constraints
to access educational services that are high so that no-adoption patterns are introduced. The
two learning providers consequently act as ‘local’ monopolists.

Figure 1. Adoption patterns when the market is partially served
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Our analysis holds for specific values for ¢ and f; .

Assumption 1a. Transportation costs t are large so that t > 1.

Mobility is limited so that there exist adoption constraints which do not allow potential
adopters to easily switch from one learning provider to the other one.

Assumption 1b. Marginal costs f, are lower-bounded so that f, <t.
Assumption 1b is introduced to restrict our analysis to a framework in which marginal

costs are low-leveled enough so that the e-learning provider may generate a positive profit
from her commercial activity.
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In addition, we restrict our analysis to ‘reasonable’ values of r, namely 7 .!

Assumption 2. The intrinsic valuation for learning services r is defined so that
0< fy<r<(2t-1+1,)/2.

Assumption 2 presents the conditions for values of » we have to consider for the market
for higher education to be partially-served. Let us stress that assumption 2 can be extended

and expressed so that 0 < f, <[<(2t—1+f2)/2<2z‘—1<2z‘—1+f2.

Solving backward, we identify optimal levels for quality, prices and adoption patterns:

q*_ r p*_ tr n*_ r
1= 1= 5 1 1
2t-1 2t-1 2t-1 (3a), (3b) and (3c)
Oy N B A GV R
-1 177 201 b2l

Marginal costs f, only affect the optimal level for quality, price and adoption of the e-
learning provider. This results from the partially-served nature of the market. One can easily
see from assumptions 1a, 1b and 2 that levels for p,, p,, q,, q,, n, and n, are all positive.

Proposition 1. Both learning providers reach out positive profits and partially serve the market
when potential adopters have a “low” intrinsic valuation for learning services.

Proof of proposition 1. One can easily observe from assumption la that the traditional
learning provider generates a positive profit from her activity provided that fixed costs F
are sufficiently small. It is straightforward to show that the profit of the e-learning provider
is positive at the optimal state for any value of f, (0< f, <t).

Traditional learning and e-learning activities are thus both found to be sustainable
inasmuch as their respective optimal levels of profit are always shown to be positive.

Proposition 2. When the market for higher education is partially served, the traditional learning
organization sets out higher (resp. lower) quality (resp. price) levels for their learning programs than
the ones which are provided by the e-learning organization.

Proof of proposition 2. From assumptions 1a and 1b, one can easily find that
p—p,=f[(1-1)/(2t-2)]<0 and ¢, -, = /,/(2t-1)> 0.

The traditional learning provider appears more likely to attract a higher scope of
potential adopters. Nevertheless, let us remind that no-adoption patterns apply due to the
structure of the market for higher education.

Learning divides’ and public policies

No-adoption patterns are represented by the optimal mass of non-adopters, which is

ng =1-(n +ny)=[2(t—r)+ f,-1]/(2¢-1) (4)

"If r is shown to be ‘too’ low, global no-adoption patterns are likely to apply on the market for
education. We do not analyze such a case in this article.
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We obviously find that 7, is positive for any value of ¢, f, and r under assumptions 1a,
1b and 2. Moreover, n,, = n,, ( frs K) is unsurprisingly found to be an increasing function for
/, and a decreasing function for r. Consequently, one may see appropriate to set up public
policies which tend to make levels for marginal costs f, lower and levels for valuation for

educational programs r higher. Although such policies are both shown to reduce the gap for

learning access, they differ in the amount of time which is needed for positive outcomes to be
reached out. The setting up of information campaigns which are led to develop the intrinsic
valuation for educational programs are somehow likely to be efficient in the long run. We
therefore restrict our public analysis to the example of public subsidies to the e-learning
provider (e.g., public support to purchase IT terminals or computers). The total amount
allocated by the public authorities thus depends on the number of adopters of e-learning
services. Marginal public subsidy is noted s (s> 0) and is defined so that

6(f2—s)/8s<0 (5)

s refers to the amount which is allocated by public players to the virtual campus to enhance
the providing of e-learning programs and to reduce the so-called ‘learning divides’. The
impact of such a type of public policies can be measured by analyzing the effect that
marginal costs f, have on optimal price and quality levels, as well as on profits. The level of

marginal subsidy s is of course assumed to be lower to that of marginal cost f, (i.e., s< f,).

We first analyze the effect of public subsidies on the optimal levels we previously pointed
out (4.1.). A welfare study is then carried out to see to what extent public subsidies may be
socially-improving (4.2).

Public subsidies and competition outcomes

We define Q" = ¢, +¢, as the quality effort which is jointly provided by the two learning
organizations. As we have supposed that educational programs are homogeneous products,
one can interpret Q" as a — yet preliminary — measure of social outcome. We show that

0" =(2r-f,)/(2t-1) (6)

The effect of public subsidies on the optimal quality and pricing strategies of both
learning providers, as well as that on their profits, are expressed as follows:

o _, w_,  [em_,

0 0 0

- ) . (7a), (7) and (7c)
O L gl _tZl 0% r=h g

of,  2u-1  |of, 2t-1 of,  2t-1

Lemma 1. When potential adopters have a low intrinsic valuation for learning services, public
subsidies have a positive (resp. negative) impact on the quality (resp. pricing) strategy of the e-
learning provider whereas they have no effect on that of the brick’'n mortar learning provider. Public
subsidies enable the e-learning provider to increase her profits whereas such subsidies do not affect
that of the traditional organization.
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The effect of public subsidies on the global quality effort is given by

a_Q*:_L<() (g)
of, 2t—-1

Lemma 2. Public subsidies improve the level of global quality effort.

Lemma 2 provides first social insights about the providing of public subsidies. It
somehow stresses that the providing of marginal subsidies does negatively impact on the
joint level of quality delivered by both types of learning organizations. As such, exclusive
public support to the e-learning provider is likely to lead both providers to offer higher-
leveled services.

Public subsidies and welfare

We discuss welfare outcomes to identify the impact of public subsidies on welfare.
Aggregate adopters surplus is equal to A4S~ = AS; + AS,. The surpluses of both learning

organizations are equal to the sum of the profit of the brick'n mortar provider 7z, and that of
the e-learning provider 7,. Welfare is defined by the sum of both adopters and providers’
surpluses, as well as of the level of total public subsidy (i.e., public deficit) S = § (n;) =sxn,.

Indeed, we here consider that public authorities take rational decisions when designing
public policies inasmuch as subsidies are allocated if and only if two conditions are met.
These conditions state that (i) the impact of public subsidies on both the producers’” and
consumers’ surpluses is shown to be positive, and (ii) public deficit S is overcome by the
increase of the level of total surplus which results from the setting up of such a public policy.
When public subsidies are provided to the e-learning organization, its marginal cost
decreases to a level that is equal to f, —s. We define the optimal level of welfare W~ as

W I .
W= J'(K+ql*—tx—pl dx+ j r+q2—t 1 x) p;)dx+72'l*+7Z';—S(1—Q2 )
x=0 = 2
We find that
e T ARSI o)
"ol2-1 -\ 2%—1

One can find that levels for welfare are positive, provided that fixed costs F, are

sufficiently small (see proof in appendix A). The impact of public subsidies on welfare is
expressed as follows:

W[ e R0 +)0-] (0

Os 2t—1

Proposition 3. When the market is partially-served, public subsidies are beneficial to welfare for
‘low’ values for marginal public subsidy s, and detrimental otherwise.
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Proof of proposition 3. We find that oI /as > 0 for values for s that are set out by
public authorities so that s <(¢/t—1)(r— f,) and that oW~ /s <0 for values for s that are
defined so that s > (t/t—l)(z—fz) .©

We find that public subsidies may be relevant to reach out welfare-improving states
provided that the level of marginal subsidy does not exceed a maximal value. Upper-
bounded public support is likely to be welfare-improving for areas in which access to
learning programs is limited.

The optimal decision-making of public authorities can be seen as the result of a welfare-
maximizing program of which s = (t/t—=1)(r—f,) is the result Let us note that such an

optimal level for s is higher (resp. lower) than marginal cost f, if f, >(¢/2t—1)r (resp.
/> <(t/2t=1)r). When public authorities define levels for public subsidies so that 0<s < f,,
s" is set out at a level which is equal to (t/ t—l)([— fz) if values for f, and r are so that
2 (t/(2t—1))[, and s~ = f, if values for f, and r are so that f, < (t/(2t—1))1.

It is needed to see if the setting out of public subsidies whose marginal amount is
s = (t/ t— 1)([ - f,) or s' = f, eventually leads to the disappearing of ‘learning divides’ or if
they only attenuate them.

Proposition 4. Although public subsidies eventually foster the adoption of educational services,
they may not lead to the disappearing of the ‘learning gap’.

Proof of proposition 4. See appendix B.

Proposition 4 suggests that short-term oriented public policies may not be sufficient for
‘learning divides’ to disappear. Indeed, one can see that a — yet narrower — ‘learning gap’
may apply, depending on the values of both r and f,. Short-termed public support to e-

learning organizations cannot thus be seen as a great ‘equalizer’ which would lead to the
developing of universal access to educational services.

Conclusion

The aim of this article has been to analyze to what extent the setting out of public
subsiding may affect the bridging of ‘learning divides” while stimulating the providing of
high levels of quality for educational programs. Following the increasing popularity of e-
learning services, we have built a model in which a traditional learning organization
competes with a virtual one while having to deal with differing cost structures so as to
measure the relevancy of “pro’ e-learning support policies from a social point of view. One of
our major research directions has been to identify how public policies should be designed to
eventually facilitating access to learning services while not levelling down overall
educational quality.

2 As azW”/as2 =(1/21-1) (1-1) <0, the value s* for s which is defined so that 8W*/as =0 depicts a

maximum state.
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The impact of public subsidies has been analyzed, notably to measure to what extent they
are likely to reduce the ‘learning divides’ one may observe in areas in which intrinsic
valuation for educational services is low. Our welfare analysis has evidenced that the
providing of public subsidies that level is too high is detrimental from a social viewpoint. It
has also revealed that — under some specific circumstances — public subsidies may not be
efficient enough to fully-cover the ‘learning gap’. This last result can lead to several
interpretations. A somehow pessimistic interpretation is that it may not be possible to
provide universal access to educational services through the designing of short-termed
public policies. Although the setting out of public policies is found to ‘equalize’ the
competitive game between the two types of learning organizations from both a pricing and
quality-based point of view, detrimental effects to welfare levels may appear. We suggest
that the mixing of short-term (e.g., public subsidies) and long-term (e.g., educational
campaigns) public policies may be appropriate to lead to the disappearing of ‘learning
divides’. Yet, such a practice is likely to generate coordination failures and seems to provide
efficient results only when political contexts are found to be stable. Nevertheless, we would
like to address another — rather optimistic — interpretation. Indeed, our findings pinpoint that
it may be possible for public authorities to widen access to educational services while
preserving their ‘cultural’ learning-provision model. Put it differently, they may allow a
larger scope of people to get access to educational services while avoiding the emerging of a
mass-consumption model for such higher services.

The analysis of adoption patterns for educational services raises major concerns from
both market-based and public viewpoints. We strongly believe that both empirical and
model-based further contributions will lead to the better understanding of adoption
dynamics within the market for higher education and to the shaping of suitable public
policies.

Appendixes

Appendix A. Positive welfare levels

The level of welfare that applies when the market for higher education is partially served
is given by

W=, +%{ﬁ} [e-0)[2r (2= £3)+ (=015 + 9]+ 17 + = 1+ )]

From assumptions 1a and 2, it is straightforward to find that W~ >0 for sufficiently small
values of F|.o

Appendix B. Proof of Proposition 2

As we previously pointed out, two cases have to be taken into account: (i)
(s* = fos fo <(tr/2t —1)) and (ii) (s* =(t/t=1)(r—1,); f, = (tr/2t —1)) :

Let us first focus on the (S* =13/, S(IK/ZZ—I)) case. We show that n,, >0 if the

following conditions are simultaneously met:
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r<(1/2)(2t-1)
£ <(tr/2t-1)
0<f,<r<(1/2)Q2t-1+ f,) <2t -1<2t =1+ f,

Such conditions can be summarized as follows:
0< fy<((2t=1) o)/t < <(Y2)(2t=1)<(1/2) 2t =1+ f,) <2 =1< 2 =1+ f,

In a similar fashion, we show that n, <0 if the following conditions are simultaneously

met:

r>(1/2)(2t-1)
£ <(tr/2t-1)
0< f,<r<(1/2)Q2t=1+ f,) <2t—-1<2t -1+ f,

Such conditions can be summarized as follows:
0<max {(1/2)(2t-1); fo} <r < (1/2) 2t =1+ f,) < 2t =1< 2t =1+ f,

We thus identify possible conditions under which public subsidies are found to fully
bridge the ‘learning gap” and other conditions under which such policies are not found to be
efficient enough to fully cover this gap.

Similar results are found when the (s* =(t/t=1)(r—1,); fo = (tr/2t - 1)) case is dealt. ©
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APSTRAKT - Owaj ¢lanak ima za cilj da analizira usvajanje modela koji se primenjuju na trZistu
visokog obrazovanja posmatrajuéi dva tipa edukativnih organizacija - one koje pruZaju klasicne
edukativne programe i one koji pruZaju e-learning obrazovne programe. Posebno je posmatran uticaj
drzavnih subvencija na e-learning organizacije u cilju procene uslova pod kojima premo$cuje jaz
ucenja. Predstavljena je analiza blagostanja u cilju procene relevantnosti ovakvih drZavnih politika
koje favorizuju e-learning. Nasi prvi rezultati pokazuju da drZavne subvencije omoguéavaju e-
learning organizacijama da primenjuju cenovne, i strategije bazirane na kvalitetu koje teze da budu
slicne onima kod brick'n mortar organizacija. Pored toga, utvrdili smo da kratkorocne politike
pozitivno utiCu na nivo ukupnog kvaliteta koji pruZaju oba tipa organizacija. Ipak, nasa analiza
blagostanja istice razlicitost rezultata u vezi sa relevantnoS¢u ovakvih kratkorocnih drzavnih politika.
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APSTRAKT - U centru paznje Plana oporavka EU za period 2010.-2014. su, takozvane,
"pametne investicije”, koje treba dugorocno da obezbede veli rast i odrZivi razvoj. "Pametna
investicija” znaci ulaganja u istraZivanje i razvoj (R&D), kao i ulaganja u obrazovanje iz javnih i
privatnih izvora finansiranja. U cilju podsticanja investicija u aktivnosti istraZivanja i razvoja od
strane privatnog sektora, preporucuje se koriScenje javno-privatnog inovativnog partnerstva
(direktan nacin), kao i Sire upotrebe poreskih podsticaja za istraZivanje i razvoj (indirektan nacin).
Kako poreski pristup istraZivanju i razvoju ima jak uticaj na donosenje odluka, ovaj rad Ce se baviti
razlicitim R&D  poreskim  (racunovodstvenim) modelima i njihovom uticaju na finansijske
performanse preduzeca.

Kako je Bosna i Hercegovina prihvatila Medunarodne Racunovodstvene Standarde (MRS) i
Medunarodne Standarde Finansijskog Izvestavanja (MSFI) kao svoj racunovodstveni okvir, ovaj rad
Ce ispitati adekvatne MRS i MSFI u cilju identifikovanja “pozitivnih” ili "negativnih” efekata svakog
R&D poreskog modela, radi pravilnog finansijskog tretmana ovih aktivnosti u preduzeéima.

Opsti cilj ovog rada je da odgovori na pitanje: koja model poreskih subvencija za istraZivanje i
razvoju bi bio najprikladniji za BiH, postujuci sadasnji pravni i racunovodstveni okvir, kao i troskove i
koristi svakog preporucenog modela?

KL]UéNE RECI - racunovodstveni tretman aktionosti R&D, racunovodstvena analiza, R&D
poresko planiranje i stimulansi, obim i porast R&D baziran na subvencijama, korporacijski porez kao
stimulans R&D aktivnosti.
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ABSTRACT - Information flow from the company to the market, and contrary also, enables
effective communication of the subject with the environment. Formalizing and directing that kind of
flows emanates information systems. The task of such systems is constantly refreshing the content of
the information flow. This ensures that company’s decisions, which would be undertaken, are adequate
and in the right time. Information systems find their application in almost all areas of business. Maybe
the most interesting of them are marketing information systems. However, such systems are often
considered a substitute for marketing (market) research, or if there are undertook marketing (market)
research, then there is no need for marketing information system. This paper seeks to prove the
opposite, that these two concepts are not identical, and therefore not mutually exclusive but rather
complementary and compatible. Since the operations of business entities are increasingly becoming
regional or global, that makes sense to talk primarily about international marketing information
systems. Local business levels should be regarded only as a fragment of the total portfolio of markets.
The last statement is valid especially if the domicile market is not sufficiently large for profitable
production or if it is under-developed

KEY WORDS: information systems, market, marketing, information, marketing research,
international environment

Characteristics of international marketing information system

Definition of international marketing information system

It is not an easy task to give a comprehensive and complete definition of international
marketing information system (IMIS), which would be easily understood at the same time.
Defining difficulties arise from the complexity of the aforementioned system, interwoven
elements that make up the IMIS, their entanglement and complementarity with other
activities in the enterprise, as well as understanding the role and importance of the IMIS. In
order to understand properly the meaning of the IMIS it is recommended to start with the
etymological analysis of the IMIS concept. The compound "international marketing
information system" will be briefly analyzed word by word "system", "informational,"
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"marketing," while the adjective "international" is in brief content analyzed through the
entire text.

It is important to understand correctly the meaning of the word "system" because it is the
basis for not only a IMIS, but also any other form of organization. According to Efraim
Turban, Ephraim McLean, and James Wetherbe (1999, pg. 40, 41) a system is a collection of
elements, such as: people, resources, concepts and procedures, intended to perform an
identifiable function or serve a goal. A system is separate from its environment by a
boundary. The system is inside the boundary, whereas the environment lies outside. In
short, the system is determined by elements, its tasks and purpose, as well as the limits that
can be very abstract. Especially interesting are the systems that collect and process various
kind of information. Information system (IS) of enterprise is defined as a set of human and
technical means that, with a certain organization and methodology, perform the collection,
storage, processing and disseminating to the use of data and information (Lazo Rolji¢, 1997,
pg. 23). IS can be represented graphically by the diagram as follows:

Figure 1. Schematic view of the Information System

___ Inputs Processing Outputs
Business Programs Solutions:
problems: People Reports
Data Equipment _| Graphics
Information Storage "| Calculations
Instructions Voices
Opportunities Tactics

A T A

Control j

Decision Makers Feedback

Auto-Control

Source: Turban, McLean, and Wetherbe (1999, pg. 18)

In the previous figure is shown that the tasks of the IS are to collect and process
information, which goal is to create information reports for different purposes. The
information system is a system that is oriented to decision making information.

Classification of IS in companies can be done in various ways. IS can be classified taking
into account four main aspects: the organizational level, functional area, provided support,
system architecture, etc. However, regardless of classification, the structure of IS is the same
and consists of the previously mentioned elements. For this paper, the most interesting
classification of IS is based on the division of functional areas in the companies. Besides to
marketing IS, there are also: accounting IS, financial IS, manufacturing IS, human recourses
IS and the like. Also, for purpose of this paper it is important only formal IS, as opposed to
informal whose study is more in the field of operating management, or sociology.

In order to understand properly the marketing information system, it is needed to start
with the concept of the marketing system. The essence of the marketing system is the
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information flow between producers and consumers. The flow of these data is twofold. Data
from consumers go to the manufacturer. The content of this data include: needs, desires,
preferences and problems, and it is defined as the purchasing power demand. On the other
hand, information circulate from the manufacturer to the consumers and the content of this
data is about its mission, goals and tasks, in other words information about marketing plan
and program - defined as an offer. The process of communication between company and
customers is needed to ensure that market exchange would be performed without
complications and to mutual satisfaction. This means that the consumers will satisfy their
needs, meet their desires, solve their problems and remove the tension; and, at the same
time, the company will make a profit with lasting affection by consumers. As could be seen,
the marketing system is very complex, and when it is added to the information system leads
to more complex systems.

To generate a continuous flow of appropriate information is an essential task of IMIS. The
environment of the company is subject of constant change. These changes are particularly
evident in the international environment. IMIS goal is to create an optimal database as a
basis for effective marketing management. There are two basic tips to keep in mind when
observing the IMIS that are continuous flow of data collection and international environment
as inevitable element in a globalized business world.

The main task of IMIS is an “intelligence". Intelligence refers to the gathering of
information from decision-making system's environment and exploring that information in
an effort to recognize the existence of problems (Gilbert A. Churchill, 1991, pg. 28).
Therefore, the tasks of the IMIS are to continually survey the widest surrounding, to collect
general data that is even few suspected that might be of importance for the system, further
processing of these data, then thoroughly explore, and try to determine whether these data
represent or suggest changes in the environment that could be a threat or an opportunity for
the reference system. When it is concluded on the basis of such "general information" and
using "insight" that there are threats or chances in environment, such information is further
transferred to a higher level of decision making.

When it comes to comparison between marketing information system (MIS - referring to
the information system oriented toward the domestic market only) and IMIS, the conclusion
is the same as the comparison between domestic and international marketing research.
Looking evolution through time first have came MIS. However, the issue of performance is
not a matter of chronology rather than rationality. The broad framework of observation, or
more statistical populations, theoretically creates a greater chance of optimal choice. The
practical significance of IMIS, in a liberalized and the changing business world, is increasing.
The need for a systematic approach to information collection and dissemination in the field
of international marketing is conditioned by the weaknesses that are typical for most
companies. According to Boris Tihi (2003, pg. 320) those weaknesses can be summarized as
follows:

e There are many information, concerning various aspects of market problems, but
the lack of a system that would select and direct that information force decision-
makers to take unsystematic “information hunt” in making any specific
marketing decisions;



72 Economic Analysis (2011, Vol. 45, No. 3-4, 69-81)

e Above mentioned “hunting” takes place in the business environment and within
an entity, and a result of unsystematic work is the fact that many valuable
information are losing within the organizational structure of a subject;

e What makes situation more difficult is that a lot of information are often not
formally recorded, information are kept in minds of individuals who sometimes
jealously keep information for themselves believing that it could “increase their
authority”” in some situations;

e Late arrived information at the decision making place are practically worthless;

e Due to unsystematic data collection and use of different sources of information, it
is difficult to assess the degree of reliability, which is an essential precondition for
the quality of decisions.

The only applicable way to solve the mentioned to solve the mentioned problems is a
systematic approach. One of the possible systematic approaches to the problem mentioned is
by IMIS. The emphasis in these systems must be on determining the precise information
needs of each marketing decision makers. This ensures that they have exactly the
information they need, when they need them, to make the decisions that they have to. It is
not easy, but it is possible knowing what characterize quality and developed IMIS. For
indicators of the quality and development of information activities Miodrag Jovicevi¢ (2001,
pg. 161) takes the following;:

e The time between the moment of emerging and the moment of noticing a
problem;

e Sources of data and information — to be known in advance and to provide data
and information of current, future and historical character;

¢ Quality of data and information — reliability, accuracy and authenticity;

e Procedures and programs of data and information processing — to be known and
provided in advance, that we know what the relationships and the degree of
abstraction of the past and the future projection;

e Knowledge — a fundamental prerequisite for solving problems and conducting
informational activities.

Content of an international marketing information system

Within a IMIS comes to generating information necessary for strategic and tactical
decision-making in an international environment. For a better insight into complex structure,
and for the completeness and clarity, content of IMIS will be shown as a picture. This ensures
a complete overview of the elements and relationships between elements of a IMIS.

On the next figure is shown the content and structure of elements, and a connection
between them in IMIS. The system consists of three essential parts: the information
component, processing of collected data and the application of the IMIS. Information
components are included in the IMIS in the form of internal, external and other data. Based
on the data collected, it is necessary to apply the methods of sorting, processing, analysis and
synthesis. The resulting information are input in the subsystem's tasks of IMIS. What is
important to emphasize and what is not shown in the previous figure, is a feedback. Data
and information regarding the purpose and quality of the IMIS application, or decisions
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made on the basis of information obtained through IMIS, have to become one of the
components of information or re-entry to MISS.

Figure 2. International Marketing Information System

, . Applying the
Information Issues in the Data PPy g
. International
Components Aggregation Process .
Information System
EXTERNAL DATA
Macroenvironmental Scaning the Global
Information 1 Data Environment
Comparability
Infrastructure :
Data \ — Allocating Resources

Market Size and

Monitoring Company

Synthesizing and
Interpreting Data

Structure Performance
INTERNAL DATA )
Updating and
Maintaining
Company Sales and — System L Transfer of Ideas and

Market Performance Experience

Source: Samule C. Craig, and Susan P. Douglas (2005, pg.423)

The functioning of the international marketing information system

For successful operation of a IMIS is necessary to exist three sub-systems shown in the
second figure. In the following text will be briefly analyzed each of the subsystems and
connections between them.

Information components — source of the required data is the basis of the work of any of
information system. All data sources, from the point of origin can be divided into external,
internal and other sources.

External data are: macroeconomic indicators, data on infrastructure, as well as data on
market size. Data about macro-economic situation in individual countries, regions or
globally, could be only the secondary. The most complete such information can be found in
the database of: UN, World Bank, OECD Economic Indicators, Eurostat and the like, as well
as on the websites of other institutions that monitor such indicators. Data on market
infrastructure can also be geographically structured, for example: globally, regionally,
nationally, and locally in the cities, depending on which the target market is. These are data
about the media infrastructure, for example: electronic media, print media, outdoor
advertising media (billboards, posters, etc.), and retail infrastructure, e.g.: type of
organization and structure of retail organizations and wholesale legislation, the nature of
competition and the like. Data about company's products, about market size and it's
structure, as well as alternative and complementary products can be found in databases. It is
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important that the product’s market would not be too narrowly defined. Therefore there is

the need to collect and analyze data on complementary and substitute products.

Internal data are contained within the company itself. These data are relating to: financial
indicators (for example ROA, ROE, etc.); market indicators (for example market share, sales
costs, increased sales by individual product lines and the like); data about employees
(example fluctuations, the emergence of new professions of interest to the company, etc.);
data obtained through the marketing research studies (for example research centralized or
organized for particular target markets and the like).

Other data sources can be divided into two groups: people as a source of data and
observation of physical stimuli as another data source. People could create and transfer
ideas, experiences and knowledge within the organization, or between world or region
markets. They create and transmit information to each other. Such communication occurs in
the oral and written form, staff meetings, teleconferencing and so on. Also, this
communication can be separated to the internal, within the same enterprise, and external,
communication with sales representatives, managers from other countries, promotion
agencies, distributors and so on. A complete picture about same market could be obtained
only by visiting that market, observing it and talking with customers and business partners,
looking at shopping habits and the type of retail outlets, monitoring advertisements on
electronic and print media, looking at weather conditions, geographical terrain, quality of
transport infrastructure and the like.

Issues in the Data Aggregation Process — IMIS could not function ideally just on the
basis of data collected. There are also some technical problems, for example: quality of data
collected, data entry, constantly update the content of the data collected and the like. The
quality of data collected depends on the possibility to make comparisons with data collected
in other countries. This problem is usually related to the existence of different data collection
procedures, as well as different accounting practices between countries and regions of the
world. Data are presented in units of measure that can be quantitative, qualitative and
monetary indicators (e.g. goodwill). Quantitative measures generally are not a problem.
However, monetary measures are subject to strong and rapid changes due to: changes in
exchange rates, price fluctuation on stock exchanges or other markets, changes in fiscal
policy of the observed countries, or due to changes in the ways of their calculation. Entering
data procedures define the degree of similarity and type of data to be collected to be useful
for the system. There have to be defined by whom and how to enter data within the
enterprise, in order to make collection procedures more successful. Also, it have to be
defined how to change data presentation to make them comparable. This is particularly
important for data coming from external sources. Data issued by the UN or World Bank
generally do not have mentioned problems because those data usually cover the entire
world, and their parameters are either global or highly standardized for certain regions or
countries. The problem is with a regional or national data. These problems are reflected in
different ways of: collecting, sampling, systematization, generalization of data and the like,
to the language of presentation. It is necessary to ensure that the system continuously
collects new data and to processes them. The processed data are synthesized, in other words
those processed data are the basis for drawing conclusions. New information should be
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compared with previous ones and, in the case of difference, investigate the difference and
inform management. The system should be constantly maintained and serviced.

Application (tasks) of IMIS — by Roche (as cited in Craig and Douglas, 2005, pg. 434),
IMIS is used in performing the following four tasks: scanning the global environment to
monitor trends and pinpoint those with specific implications for the geographical areas and
product markets in which the company is involved, assessing how to reallocate resources
and efforts across different countries, products markets and target segments so as to achieve
desired rates of growth and profitability, monitoring performance in different countries and
product markets through the world, and transferring ideas and experience from different
countries and areas of the world throughout the organization.

Feedback — even if it is not shown in the previous figure, the importance of feedback
should be particularly emphasized. Through the previous analysis of IMIS it is mentioned
the importance of re-entry of data into the system. The information flow in IMIS is
continuous. This is a fundamental feature of the marketing information system that ensures
the quality of marketing decisions (Momcilo Milisavljevi¢, 1999, pg. 62). Based on the
information collected and create through the IMIS, the company affects its environment. The
environment reaction creates a new situation. New data from changed environment
represents a new entrance into the system. In that way a company gets a feeling about the
success of implemented decisions, and the effectiveness of an IMIS, which in turn should be
constantly creating new, more favorable business conditions for the company.

The process of international marketing research in the absence of an international
marketing information system

The relationship between international marketing research and IMIS has to be
understood as a relationship of complementarity rather than equality or competition.
Although they have the same goals and similar tasks, ways of achieving these goals and
tasks are based on different grounds. This reflects theirs complementarity. International
marketing research project usually occurs when a company finds the problem that often
needs to be urgently solved. That leads to an emphasis on data collection and analysis rather
than on the development of the formal and regular collection of information. Therefore, the
main difference between the research project and the system is in time and speed of
execution. The research project appears in times of crisis, so from time to time and as rarely
as possible. On the other hand, the data collection process is ongoing, or the keyword in the
definition of marketing information system is "regular”, since the emphasis in marketing
information system is the establishment of systems that produces information needed for
decision making on a recurring basis (Churchill, 1991, pg. 24). However, the project must be
completed as soon as possible due to the fact that the duration of the crisis only exacerbates
the situation of the entity which drives the research project. The system of data collection,
since it is a continuous process, has enough time to conduct quality research and make the
necessary analysis.

Another important difference relates to the scope of research. Considering that the study
(project) of research is conducted in a relatively short period of time, it is very often that so
called preliminary (investigative or orientation) research is neglected. According to the Tihi



76 Economic Analysis (2011, Vol. 45, No. 3-4, 69-81)

(2003, pg. 83) preliminary research is a way to get an information that is not strictly
formalized, as is the case with detailed research based on the plan drawn up in advance, and
therefore this type of study is called investigative. The ultimate goal of investigative research
is obtaining the necessary prior knowledge of the specific problem in a rational manner. It is
a preceding surveys and it is based only on secondary data. In preliminary studies are
commonly used four methods shown in the following figures:

Figure 3. The four methods of Preliminary Research
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Sources: Tihi (2003, pg. 84)

The figure shows a structured review of methods of preliminary research. The first and
basic method of search is to use available literature: books, magazines, newspapers,
databases accessible through the Internet, libraries, statistical publications, regular
information services for marketing research and the like. Also, the use of others' experiences
much simplifies and cheapens investigation. Therefore, it is necessary to collect other
experiences: field vendors, consultants, engineers and specialists, consumers and customers,
competitors and so on. The third method is based on learning through case studies. It is a
realistic analysis of some past or current problems and opportunities facing a company. The
last method of preliminary research is a pilot studies. These are informal methods of
communication with customers through which could be know the motives and opinions of
consumers. Preliminary research is especially important to a large international marketing
research projects. Many of the facts, opinions and attitudes, which are already well known in
the domestic market, we have to find out when we come to another market. Therefore, the
phase of preliminary research is almost obligatory in these cases and requires the collection
and analysis of numerous and diverse data (Tihi, 2003, pg. 397).

The third difference between the market research in general, and therefore the
international marketing research and IMIS is contained in the following assertion: The task of
marketing research is to provide information, while the marketing information system
focuses on the routing of information flow in the direction to those who make marketing
decisions. This distinction is important because the information is completely worthless
unless it is relevant and is effectively communicated (Geoff Lancaster and Lester
Massingham, 1997, pg. 333). Previous thesis is based on the Kotler's model of marketing
information system, where marketing research is treated as a subsystem of marketing
information system (Philip Kotler, 1999). In this system, marketing research is conducted on
behalf of marketing information system. All obtained information are analyzed and
compared with information gathered from internal sources of the company, as well as
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scanning the environment. Thus the final information has high value and reliability because
it has been checked and confirmed many times. From the prior discussion could be seen how
the international marketing research methodology would be quite poor and the less reliable
if it is not combined with IMIS. Their combination is a superior way of gathering reliable
information. This is a sure path to successful decision-making and management in
international marketing.

Compatibility of international marketing information system with international
marketing research

Compatibility analysis

According to Jovicevi¢ (2001, pg. 129)* compatibility could be determined as a situation
in which two or more objects (procedures, methods, goals, programs, ideas, etc.) can coexist
within one, as a part of the same system, so that the existence of one does not preclude the
other. Some studies have shown that managers do not know what information to request for
researchers and analysts. They know only what is available. Experience from local and
international business practice show that many companies do not have established market
research systems or the systems are reduced only to routine predictions based on empirical
cognitions or to analyzing of historical data (Hasan Hani¢ and Civi¢ Beriz, 2009, pg. 43). This
problem could be overcome by efficient functioning of IMIS. It provides, among other things,
the survey of the international environment and general information in form of intelligence.
On the basis of such general information, managers can identify important threats and
opportunities in the environment, and how it fits into the strategy and other plans of the
company. Thus they are able to know exactly what information they need, and such, in this
case, detailed information should be required of analysts and researchers of international
marketing. Such detailed information could be provided by comprehensive international
marketing research. Above mentioned is most easily represented graphically as follows:

Figure 4. Relationship between Marketing Research and Marketing Information System

—» Internal data —» MARKETING

—>
ENVIRONMENT | ______ External data ———» RESEARCH

information T
Decisions instruction

I Requests ——— v
MARKETING <4— periodic information

MANAGERS +— monitoring 'mforma"clon
4— requested information
- | feedback ———— 4

MIS

Sources: Tull, Hawkins, 1987, (as cited in Tihi, 2003, pg. 325)

* similar Milan Vujaklija. (2002).; grupa autora, (1994, pg. 638)
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Figure 4 shows the relationship between marketing information system and marketing
research, as well as their relationship with marketing managers and the environment.
Previous paragraph depicted an explanation of such relations in the international
environment.

A slightly different relationship between marketing information system and marketing
research is shown in the third Kotler's model (Philip Kotler, 1999). In that model, a
marketing research system, as a subsystem of marketing information system, is integrated
into the whole system together with the other three subsystems. According to the mentioned
model, a system of marketing research, in union with the system of internal reports,
marketing information system and system-analytical marketing, is working on collecting and
converting data from the internal and external environment into information useful in
making decisions. According to that model, international marketing research is part of a
larger system — marketing information system. This is clear evidence that those two systems
do not overlap. If it is provided that they are integrated into a higher system and the system
is properly organized, than there is no overlapping goals and responsibilities in their mutual
existence, as well as excessive spending organizational resources.

All of these on the relationship between IMIS and international marketing research could
be circled by the following Heinzelbercker's (1977) statement (as cited in Hasan Hani¢, 2003,
pg. 599): In the last two or three decades market research is developed in three
complementary directions which represent paths from traditional marketing research till
marketing information system. They are characterized by:

e OQOrientation to the method,
e Orientation to the decision-making,
e Orientation to the system.

It is expected that the integration gap between marketing research and marketing
management will soon be eliminated thanks to the system orientation of marketing research.
Affirmation of systematic approach in marketing has led that a trends in marketing research,
method and decision making oriented, connect with each other, simultaneously providing
the missing link - organization of the whole range of marketing information in relation to the
needs of marketing managers for information. This attitude becomes clear by following Bell's
(as cited in Hani¢, 2003) stating: Although the market research continually modernize and
make it more relevant for management problems solving, because of the narrowness of its
functions it is, unfortunately, inadequate to fully satisfy the information needs of marketing
staff. Due to concerns about implementation of marketing research techniques, researchers
were unable to resolve a number of information problems in a company. As marketing has
become more complex, there was a need to expand its functions in order to provide greater
quantity and higher quality of information. Application of marketing approach has led to the
development of marketing information systems. Systematic orientation in marketing has led,
therefore, to the knowledge that traditional market research should be seen as part of a
larger marketing information system. According to Hani¢ (2003, pg. 602) development of
marketing research toward marketing information systems enabled:

e Marketing research orientation to the needs for information of marketing
management.
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e Continuously collecting of external information — marketing information system
contributes to the elimination of the situation in which are the most continuously
collected only internal information, while the collection of external information is
made by ad-hoc marketing research with a defined beginning and end, concerning
a particular project. Marketing managers need a marketing intelligence system,
which would be "tailored" to suit their needs.

e To organize total IT activities in the marketing — marketing information system
should be structured so that decision-making processes is supported by organized
flow of relevant information from sources that are in the company and outside it.

Based on the presented analysis, it can be said that international marketing research and
IMIS not only compatible but also complementary, i.e. they complement each other to
achieve the common goals at a higher level.

Identified savings due to the compatibility

From the analysis above it is clear that by combining and complementing IMIS and
international marketing research are generating a new quality, which in itself contributes to
the efficiency and savings for business enterprises. Effective, i.e. well structured and
rationally organized international marketing information system, according to Hani¢ (2003,
pg. 598), provides multiple benefits:

e Provide more information in the time unit.

e Allows to achieve the same level of satisfaction for information needs at lower
cost.

e Helps to large and decentralized companies to integrate information scattered in
smaller organizational units into a meaningful whole.

e Provide a basis for effective application of the marketing concept — contributes to
enlargement of the overall marketing productivity of companies.

e Enables faster identification of trends in the marketing environment.

e It enriches the analysis.

e Provides optimal decision-making — developed and cultivated marketing
information system contains a bank of models which help marketing managers in
making optimal decisions.

e Provides better control of marketing plans and actions implementation.

e Provides data protection.

To the previous list it could be added the removal of redundancy as one more benefit.
Avoid redundancy means saving time and unnecessary costs in obtaining information. In the
case of international marketing research, the IMIS should be considered a benefit gained by
its existence and costs arising from its organization and operation. Although there are some
general indication about usefulness of the existence and functioning of the IMIS and
international marketing research, in each case it should be re-checked their opportunity.
Only in a case of their synergetic effect their combination justifies their purpose. Therefore,
to determine the exact savings in the coexistence of international marketing research and
IMIS depend upon the situation, or a planned project.
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Conclusion

International marketing information system is a complex system, within the
organizational structure, focused on information flow from a company towards the
environment and vice versa. IMIS should integrate, lead and organize all communications
between company and the environment. This communication should not be limited to data
and information on supply of enterprise and demand from customers, but it should include
all forms of information that could be used in company decision making, and better
informing consumers before the act of buying. In that case, the company's environment
should be widely seen, that takes information from all or most of the world market by
various market segments, other industries, various centers of decision-making and the like.
Collecting and processing data and information, and submission of processed information in
decision-making must be timely. This provides rationality in business decisions making. The
tasks of the IMIS, in addition to the above, are monitoring of business performance of
organizational units of enterprises in various markets, as well as the transmission of ideas
and experiences from other countries and regions of the world to the organization.
Relationship between marketing research and IMIS are characterized by mutual
complementarity and compatibility. Their complementarity is reflected in the fact that
marketing research is detailed and targeted at solving specific problems. Unlike marketing
research, which takes place periodically and with limited duration, the information flow in
the IMIS is permanent and without a defined time period. From the mutual complementarity
and compatibility between IMIS and international marketing research, derives cost savings
for a company that strives to constantly observe its environment, thoroughly research and
identify potential problems, timely decisions making and monitor the results of those
decisions. Timely response to identified and explored, existing and potential problems, that
the company meets, creates a greater benefit than the cost of implementation and operation
of a IMIS. On the other hand, the elimination of consequences of bad or overdue decisions of
the company, in terms where do not exist a IMIS, creates more costs than the costs of
implementation and operation of a IMIS. Because of all this it could be concluded that the
IMIS should take a more important position in the organizational structure of companies that
are proactive and market-oriented.

References

Cateora, Philip R., and Graham, John L. (2007). International marketing. 13th edition, McGraw-Hill
Irwing, New York

Churchill, Gilbert A. (1991). Marketing Research — Metodological Foundations. Fifth Edition, The Dryden
Press

Craig, Samule C., and Douglas, Susan P. (2005). International Marketing Research. John Wiley & Sons
Ltd. England

Galogaza, Milan. (1998). Principi marketinga, knjiga prva i druga. Copyright by Milan Galogaza, Novi
Sad

Grupa autora. (1994). Ekonomska i poslovna enciklopedija. Savremena administracija, Beograd

Hani¢, Hasan. (2003). Istrazivanje trziSta i marketing informacioni sistem. Ekonomski fakultet
Beograd, Beograd



ﬁ Stanetié, V., General Characteristics, EA (2011, Vol. 45, No. 3-4, 69-81) 81

Hani¢, Hasan and Beriz, Civié. (2009). “Specificities of Online Concept in Comparision with a Classic
Concept of Marketing Research.” Economic Analysis, Vol. 42, no. 2009/1-2s: 43-52.

Harvard Business Review. (1991). “Marketing research — The right way”, Harvard Business Review
paperback No. 90061

Jovicevi¢ Miodrag. (2001). Informacija i odlucivanje. Univerzitet Crne Gore Podgorica

Kotler, Philip. (1999). Upravljenje marketingom, Informator Zagreb

Kumar, V. (2000). International marketing research. Prentice-Hall Inc. New Jersey

Lancaster Geoff i Massingham Lester. (1997). MenadzZment u marketingu. PS Grme¢, Beograd

Macura, Perica. (2000). Sistem informacija promocije. Glas srpski, Banja Luka

Milisavljevi¢, Momcilo. (1999). Marketing. Univerzitet u Beogradu, Ekonomski fakultet

Rakita, Branko. (2003). Medunarodni marketing. Ekonomski fakultet Beograd

Rolji¢, Lazo. (1997). Osnove informatike. Univerzitet u Banjoj Luci, Poljoprivredni fakultet Banja Luka

Tihi, Boris. (2003). IstraZivanje marketinga — peto izmjenjeno i dopunjeno izdanje Sarajevo. «<Dom Stampe»
Zenica

Turban, Efraim, McLean, Ephraim, and Wetherbe, James. (1999). Information Technology for
Management. John Wiley & Sons Inc.

Vujaklija, Milan. (2002). Leksikon stranih reci i izraza. 1zdavacko preduzece Prosveta, Beograd

APSTRAKT - Protok informacija od kompanije prema trZistu, i obrnuto, omogucéava efektivnu
komunikaciju subjekata sa okuzenjem. Formalizaciju i usmeravanje informacija omogucava
informacijoni sistem. Sustina funkionisanja sistema se odnosi na neprekidno osveZavanje sadrzaja
informacionog toka, Sto pruza moguénost preduzecima za pravovremeno donoSenje odluka.
Informacioni sistemi nalaze primenu u gotovo svim oblastima poslovanja. Izmedu ostalih, jedan od
najinteresantnijih je marketinski informacioni sistem, koji se cesto smatra substitutom marketinskog
istrazivanja (trZista). Njegova upotreba se Cesto percipira nepotrebnom ukoliko se aktivno ucestvuje u
istrazivanju trzista. Cilj rada je da dokaZze suprotno, tj. da ova dva koncepta nisu identicna i
medusobno iskljuciva, ve¢ komplementarna i kompatibilna. Kako poslovanje sve wviSe teZi
regionalizaciji i globalizaciji, aktuelnost medunarodnih informacionih sistema dobija na znacaju.
Poslovanje na lokalnom nivou treba posmatrati iskljucivo kao fragment ukupnog trzisnog portfolia,
narocito ako domace trZiste nema potrebne kapacitete za profitabilnu proizvodnju ili ako je
nerazoijeno.

KL]UCNE RECI: informacioni sistemi, trZiste, marketing, informacije, marketinsko istrazivanje,
medunarodno okruZenje

Article history: ~ Received: 27 July 2011
Accepted: 25 October 2011



REVIEW

BOOK REVIEW

ORGANIZATIONAL BEHAVIOUR AND CULTURE:
GLOBALIZATION AND THE CHANGING ENVIRONMENT
OF ORGANIZATIONS

Edited by
Professor Mirjana Radovic-Markovic

In this review we introduced a book ,Organizational
Behaviour and Culture: Globalization and the Changing
Environment of Organizations”, published by VDM Verlag Dr.
Miiller e K ,Germany, in July 2011.

The book represents a unique responses on a very actual and
generally known issues. Radovic-Markovic, M. in forward

U pama Bidasr ke

Organizational Behaviour
and Culture

Trmtaak o n sl the Craargesg Fodinnmmess ol

I balances and requires that many disciplines should be brought

pointed out that this book focuses on a body of knowledge that

together to create a contemporary approach to organization
behavior and transformation (of both organization and the

[ individual) in a changeable business environment. Her intention
. as a book editor was to explore the organization behavior, culture
and strategies relating to effective organizational and managerial performance.

At the micro level, it covers topics such as organizational behaviour, organizational
changes and restructuring of entities. On the other hand, the book deals with terms of
organizational culture and behaviour examining their impact on economic development and
sustainable growth, when concerning macro level of investigation. These issues, due to the
financial crisis and rapid changes in global economic environment, became very important
for every economic entity.

The book consists of five parts. The first part, entitled Globalization, organization behavior
and culture, deals with the issues of organizational behaviour, gender gaps and the influences
of organizational culture on enterprises organizational structure. In the first chapter,
Organizational Behaviour in a Global Context: Gender Issues, professor Radovic-Markovic
stresses two most important issues that are essential for all modern companies. First is
changes management, that requires from the company to frequently change its strategy and
structure in order to stay competitive in global economy. The second one, cultural diversity,
became one of ordinary problems that companies in transition economies face in recent
years. Managing cultural diversity is one of the most important factors of competitiveness
nowadays. Gender gap problems, Radovic-Markovic addresses, still exist in modern times.
Women in EU, earns on the average, 15% less than men (page 18). Their participation in top
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management levels is also significantly lower. Therefore, it is on economic policy creators to
find mechanisms for women equal access to economic and financial resources. As Radovic-
Markovic suggest, female entrepreneurship is one of the major factors that contribute
economic growth in many developing countries. In the second chapter, Ondrej Jasko and
Ana Jasko examined the influence of organizational culture on enterprises organizational
structure. Organizational model creation is highly dependent on different cultures by
determining business strategy, leadership style, motivation etc. When evaluating work
performances it is necessary to consider whether corporate culture is well designed.
However, as the authors mentioned, this field is still not enough explored in modern papers
and there is lot of space for further investigations.

Second part of the book focuses on individual organizational aspects such as
communication and motivation problems in modern companies. In the third chapter,
Managing Communication In Changeable Business Environment, authors present theoretical
approaches and importance of good communication for companies as well as for managers.
It is intuitive that good communication is vital part of every successful business. But, it is not
always easy to provide efficient communication to achieve coordination and integration of
organizational units on different levels. It is up to managers to provide good communication
using proper communication techniques of oral, or nowadays electronic communication.
When considering environment, things become more complicated since we can do almost
nothing to control it. Communication is very related to other management and organization
concepts. Chapter four observes connection between communication and motivation.
Professor Chambers explores how communication and motivation work together and
provides tactics as a some kind of guide for managers how to motivate their employees. She
suggests managers to be enthusiastic and friendly oriented toward their employees. People
included in projects need to be well informed about project progress and know exactly
predicted rewards system. Creating clear short term and long term goals as well as
reasonable deadlines are also considered as tremendously important. Considering all these
advices good communication figures as a key. All mentioned concepts are developed in
order to provide formula of business success. Professor Simandan developed theories that
explain success from completely different point of view. He investigated correlation between
geographical and interindividual differences and outstanding entrepreneurial success. His
conclusion is that intelligence as well as place one grew up are from exceptional importance
for business success. However, he underlined, only by exploring one’s potentialities, one can
learn the things one is good at. This uncertainty is pure wealth for him. Conclusions
obtained, by Simandan, should be motive for engaging more people on the path of
entrepreneurship.

In the third part, The organizational context, readers will discover a lot of interesting
concepts and empirical findings that can be very helpful for understanding nature of modern
organizations. Cvijanovic and Lazic considered importance of adequate macro
organizational restructuring. Once created organizational entities have vertical and
horizontal ~connections. Linking, dynamisation and coordination within macro
organizational entities represents a necessary macro organizational structure and it is often
called ,harmonization”. The authors stress that modern company is doubtless in need for
performing periodical harmonization through soft structural modalities. As examples they
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N
address work groups, collegiate boards, commissions etc. This means need for behavior
harmonization too, both direct (through the chosen form), and indirect (through the chosen
model). In this context, stress is also considered as one of the objective conditions in

everyday business. In order to improve efficiency as much as it is possible, leaders sometime
increase stress level of their employees. Respecting this issue, Krumov, Larsen and Hristova
formulated several hypotheses to test impact of leadership styles on stress experienced by
employees. Obtained results indicate the following:

e That demographic characteristics (gender, age, education, family status, number
of children in the family and total length of service in the organization) influences
strategies for coping with chronic stress.

e There are significant correlations between leadership style and perceived stress of
the employees in organizations.

e There are correlations between the leadership style and the strategies for coping
with the stress of the employees.

e The respondents perceived stress and the leadership style of their leaders
determine the desirable strategies for coping with professional stress.

Authors summed up that, especially in time of crisis such as recent global financial crisis,
companies not led by ego-based charismatic leaders do better than the average on the stock
market. As well as knowing itself, modern and competitive company need to be future
oriented trying to predict future events and moves of their competitors. Recognizing that
managers are often myopic concerning competitors and competitors moves are not always
rationally predictable, Drossos and Fouskas tried to develop conceptual model that will help
analyzing competition and making strategic decisions. By their findings, successful
competition analysis should include W1 (Sufficient identification of competitors), W2
(Organizational learning from competitor’s strategies), W3 (Effective prediction of
competitor’s behavior) and W4 (Successful implementation of competition analysis process
outcomes in firm’s competitive strategy formulation). Sum of variables should be equal to 1.
Model they developed can be very useful both for new and mature companies. Economically
educated auditorium certainly recognize Balance scorecard (BSC) concept as one of the well
known concept of strategic planning originated by Robert Kaplan. Globa and Gavurova in
chapter 9 examined learning and growth perspective of balanced scorecard system and
focused their research on Slovakia. They systematized, examined and evaluated chosen
attributes of the BSC System within the process of its implementation in the Slovak
organizations, in order to identify potential problems and to propose possible solutions.
Obtained results made them able to propose two implementation techniques of the morality
profile into the BSC strategy maps, through incorporation of ethics into the existing BSC
perspective or extension of the BSC system by the business ethics perspective. Relationship
of business ethics with the knowledge management is underreported in the relevant
literature. However, sometimes management that respect principles of good organization
restructuring, communication, motivation and proper leadership styles do not meet targets.
Reasons for that could be various and sometimes not so evident. Product design is one of the
factors that have to be taken into account. Malikova performed an empirical investigation in
order to find out consumers criteria for buying products. Research is focused on Slovakian
and French market. Her starting hypothesis was that consumer nationality determines the
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importance of the same packaging criteria. Results she obtained approved that nationality
matters. Consumer preferences in France, country with long experience strongly differ from
Slovaks. Implications of this finding are very useful. Packaging designers should be aware
that nationality should not be forgotten when targeting foreign markets, creating new
design, redesigning packaging etc.

The fourth part of the book is considering Organizational culture and economic development,
and consists of two papers which observe organizational culture from aspects of economic
development and as competitive advantage. Lucian and Silviu gave sum up of the most
valuable definitions and functions of organizational culture concept, also trade off in
orientation of organizational culture dimensions between various factors, as results towards
processes, opened towards closed system, level and type of control etc. Types of
organizational cultures are important part of this paper because it includes classification of
organizational cultures and give analyses based on different features. They suppose that it is
nowadays absolutely necessary to understand functions of organizational culture in modern
enterprises, and to recognize factors that influence on it, both internal and external. The most
important are the national culture and the vision or mission of the organization's founders.
The outline is concerning manifestation and types of organizational culture and it is a great
prelude for the next paper which is observing culture and cultural diversity from an aspect
of competitive advantage for economic development. After the cultural development
process, there is an interesting point of view, presenting culture as an iceberg. Certain
elements of culture are visible to the bare eye and easily noticeable, while most of it is hidden
“under water” — deeply rooted in the value system of the organization. Redzepagic, Eric and
Stosic concluded that those organizations where there is harmony between the elements of
organizational culture and the formulation of a strategy, may lead to better business
performance, and may have a positive impact on the national economy as a whole.

The final part of this book is kind of mixture composed of three very important issues,
such as social psychology, entrepreneurship development and sustainable economic growth in EU. In
this chapter authors gave their opinion on a body of knowledge that balances and requires
that many disciplines should be used together to create a contemporary approach to
organizational behavior and transformation in a changeable business environment. First
chapter recognizes problem of youth migration and distinctive reasons as economical and
psychological, also as Socio-economic inequalities in EU countries. Last paper includes
information and analysis of support of woman entrepreneurship by European Commission,
its aims and projects on promoting this issue.

After reading this book, we were delighted to share the impressions with the auditorium
and all interested readers from different economic areas as well as the authors whose field of
research cover psychology and sociology. Due to its multidisciplinary approach it can be
very useful for politicians, engineers and all people from practice that run companies or
some company departments. We warmly recommend this book to students, researchers and
everyone interested in organizational behaviour, human resources and entrepreneurship.

Mihajlo Pukié, Sasa Milivojevi¢
Institute of Economic Sciences
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