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Introduction

fWe live in anever faster changing sociabyfhis is aphrase that we very frequently hear and
perhaps even fedh our lifetime,we have witnessed vast social and technological chahmges
the last centuryizurope changed entisscial political and economic systems, andhe last
three decadessuper computers went from hudeildings to our pockets withalmost all

information humanity has ever created just a swipefingeraway.

Individuals are nowehanging everything from places;cupatios, values and sometimes, as it
certainly holds true fothe CEE courtries, even political beliefsSociety and life have become

so fluid, that some social scienigiall our time thei | i qui d (Bautha 000, stry 0
p.12)

If we call this modernization, we must also take in to account that this is in many ways a
reflexive modernization wher@social practices are constantly examined and reformed in the
light of incoming information about those very gtiaes, thus constitutively altegntheir
characted (Giddens, 1990, str. 90)

We must not let educatioan integral parof a modern society artie social context in which
it is placed go unexamined.Numerous changes create countless challenges leihd
unaddressed, these increase complexityedainty and instability, and ultimatelyamper
progressBut challenges create pprtunities. Education providedevelop new, more relevant,
educational offangs. These offerings can be updates in curriculum, implementafiorew
teaching and learning tools and matks; as well aslevelopment of relevant teachisgills,
based on curremusiness challenges attdthemanagement and leadership developmesrtls

in companies.

The Lead4Skills project partnershighich combine8 individual institutions from 7 different
CEE countriesroatia, Estonia, Hungary, Latvia, Lithuania, Poland and Slovesiia$ to
provide higher education institutions (HEI) withcemprehensive set of insights, guidelines
and materialsOur goal is to provide resources ttevelop more relevant and innovative
management educatioofferings and study processes. These materialbam®ed on the real
needs of businesses and econonfiasa resultthe introduction of relevamhanagement skills
helps to reduce thmismatch acrosSEE countriesind provids enterpriss with better skilled
employees. The benefits for the organization inclddereasing their invésents in new
employee trening and increasing their competitiveness on local, regional and international

levels.



In this Cross country reponte look closely at all seven countries participating in the research,

their economic situation and management education features follgvedalbader presentation

of their specific research findings. Each country report also includes 3 short caseistinies
appendixwhich serve asletailed illustration®f various examplesom specific countries. To
conclude he report, we provide arverview chapteywhich includes a synthesis of the results

of research, key recommendations and conclusMMesalso address broader implications of
business challenges and management and leadership development needs across the sample of

countries, to stimlate reduction of leadership and management skills mismatch across EU.

Socio-Political Background of Participating Countries

All seven countries in this study went through radical political and economic changes starting
in the early 1990dAfter the fall of the Berlin Wall, the Central and Eastern Europe landscape
changed dramatically with former communist countries changing not only political and
economic structures but cultural and educational ones as well. Despite significant struggles
these seven countries have made a successful transition to democratic or mostly democratic
governments and mostly free economic marieksert, 2012)Heritage Foundation, 2018, str.
Heritage)(Freedom House, 2018All seven countries are members of the EU, six on them
joining in 2004 andfinally, Croatia joining in 2013. Four of the countries are also members of
the euro zonéEuropearinion, 2018) All of the countries saw significant economic growth
starting in the late 1990s, but most were hit hard by the 2008 financial Exatasd was the

only oneof the seven to not fall into recession, though its growth rate was almdgtiéttien

& Davies, 2010)However, since then these seven countries have recovered, and today all are
growing again, averaging a growth rate 30% at the end of 2016, more than half a percent
higher than the 2% for the EU average and slightly ahead of the 2.4% world average for 2016
(World Bank, 2018)

FocusEconomics.com does predict that Central and Eastern Esrapghole will see a bit of

a slowdown in 2018 from 2017 due primarily to a slowdown in major trading partners in the
Eurozone and the wrap up of stimulus packages, though Poland and Slovenia are predicted to
be exceptions to this rul@ouzanis, 2018)All in all, the economic outlook for the countries

in the study is very positive, inflation is very low, usually 1% or less, unemployment has fallen
from very high rates during the recession and GNI per capita and avetageghincome is

growing year on year across the board. Finally, all the countries have reasonably good and



falling GINI indexes indicating that their economies have relatively low inequdiiert,
2012)(World Bank, 2018)

Politically, the countries in the study have shown significant improvement in the past decade
towards more democratic societies. However, recent world events have seen some of the
countries backlide away from democratic pudiples and valuedn fact, Eastern Europe has

seen the degoesttianbiackl| ad0k& , siwinder (1t9h eou tn
countries in Central and Eastern Europe seeing declines in their democracy (Hdingsr,
2018)(Freedom House, 2018)Vhile the majority of the countries in this study are not cause

for big concern, only two of theoantries in the study have seeonsistent improvement in

their democracy scores in the past decade, Estonia and (a®&dom House, 2018)

Hungaryodos significant changes raise a red f|
democratic), Hungr y6s score has increased al most a p
3.71) (Freedom House, 201&lungary wageclassified at a sergionsolidated democracy in

2015 from a consolidated democracy. Since coming into povi2€rl4, the current government

in Hungary has made <certain moves that i mo |
r egi Ifreeedom House, 2018)he other country in the study classified as a semi
consolidated democracy r@atia, has made some attempts to improve, but has not made the
progress that many had hoped they would under the new government elected(Fré@dém

House, 2018)For the most part, the countries in this study have maptafisant strides to

democratic societies; however, if the trend towards less democratic and open societies continues

in Europe and around the world it could become a significant concern.

In addition to significant economic and political changes in thE @&he past few decades,
sociacultural changes hawshaped the CEE and how it intesawetith therest of EuropeSocio-
cultural changes in CE&lsohave shaped how business, governments and education institutions
interact with the general population amih each otheMWhat people expect from government,
businessandHEIs ischangingWhile people in the new members of the EU (such as the seven
countries in this sidy) have embraced some of thee$éern ideals, they have by no means
embraced them alBalazs, 2014)Part of that is the fact that CEE countries have not caught up
with the Western members of the EU economically as the population would have liked,
particularly since many in CEE countries equate material suag#ssecurity.(Ekiert, 2012)
(Balazs, 2014)This has created some frustration over democratic institutions and may explain

some of the decline in democratic principles in the (Edtazs, 2014{Freedom House, 2018)



Many of these issues discusses above shape the concerns that businesses have for managing in
todayods dynamic society. For exampl essedcompar
concerns over changing workforce dynamics, whether it be because of a shortage of qualified
workers, mobility of said workers or changing attitudes towards the work environment. Tight
labor markets are another reason behind the slowdown in the €gjigih (Bouzanis, 2018)

There are definitely continuing concerngo shrinking populations, low birth rates amek
emigration rates impacting the workfor€@nly Slovenia and Estonia are showing a growing
population rateput even then at a very small rate (less than {¥rld Bank, 2018)
Furthermore, because all the countries in this study are members of the EU, it is relatively easy
for people to immigrate to other countries wherewiages are often higher, which results in a

type of brain drain in CEEBouzanis, 2018)

Management Education in Participating Countries

For CEE countries, the last two decades brought immense change in political, ecamdmic
social fields. But these chargyean also clearly be seen in management education. Starting in
the late 1980s and early 1990s, most CEE countries gained independence, went to democratic

political systems and allowed for introduction of market economy.

Introduction of market economy was especially disruptive as it meant that certain development
and changes were necessary for educational institutions and management education institutions
especially in order for these institutions to better meet the r#dtle market and of course,

their students.

In certain cases, management education started to develop early on (Estonia in 19708, Sloveni
in 1980s). Howeveriil Many managers and | eaders did not
adjust to thgse& Bhrade«ksdalRPd, 2017, p. 7).

To help overcome these challenges, collaboration with American and Western European
schoolsof management began, which helped CiB&titutions gainteachingconcepts and

materials fromvisiting faculty. Management developntanstitutions such as CEEMAN in

1993 were established to help develop management education in CEE countries, while being
aware of and addressing the specifics of CEE

helped develop management education umsbihs, educational materials and faculty.



More recently, significant changes were also part of the Bologna reforms which CEE countries
implemented in the last decade and brought the ECC system, degree structures, qualification

frameworks, quality assuramenechanisms and modernized legislation.

Today, HEIs are facing simil&inds ofchallenges as the corporate world is experiencing. In
addition toglobalization, demographic trends, specificities of new social cohorts and frequent
disruption, the most comom denominator in terms of challenges for both HEIs and the

corporate world is digitalization.



Country Reports Chapter

In the following chapter, weprovide detailedcountry cases from all seven countries
participating in this researclzach country caswas developed based on common research

guidelines that were developed for this specific research and include:

1 Insights from personal interviews with at least 10 decision makers per country, focusing
on current and future development needs in their compé&@malyzedand documented
with the help of Grounded Theory approach);

1 Responses to online questionnaires with overview of the main features and trends
regarding participation in training/educational programs that were conducted in
respondent companiesg@egated and anonymized results by country, including
preliminary quantitative analysis summary);

1 Country profiles based on World Bank Data and summary of the main features and
trends connected to the country's economy/current business challenges and
management/leadership education, to better understand the context and background of

the respective business environments.

Each individual countrychaper includessocicpolitical and economical background and
history of management ithespecific country. Thiss followed by additional research findings
and concludes witrecommendations for each countfy. provide the rader with more clarity

citations for each country report are provided at the end of each country chapter.



Management and Leadership Development Needs - the Case of Croatia
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Croatia t he EUOGs mestpieksup therpaceib iestalling reforms in order to catch

up with other EU members. Continuodsvelopment of managers and leaders should be one

of thecornerstones of this strategiyhe main focus of our exploratory study wasinderstand

the challenges of leadership development and management edubatang in mind that
Croatia is a country in transition. We analyzed the gaps between the needs and requirements of
executives and human resource (HR) managers in termgelbgeent and educational needs;
identified the current as well as future obstacles; and identified opportunities for educational
improvements. Lastly, we provided practical and strategic recommendations for employers,
academia and policymakers to suppaoprovements in managent and leadership education.

In this report, we give an insight into the challenges of management education and leadership
development needs in Croatia. We visited 10 companies and conducted interviews with 18
managers across diffamt service and manufacturing industries to gain a deeper understanding
of the isues facing Croatian management kil departments. One of the main goals teas

gain better understanding lobw to bridge the gap between management education needs and
whatis currently offered by the Croatian educational system. One of our main findings relates
to the challenges of the formal educatisystem, whicldoes not adequately prepare graduates

for their future careers. he current educational systeafso could kenefit from teaching
students to be more independent,-ssured and able to think more analytically and critically
about the issues presentedhierh. These trends withange as the Croatian education system
internationalizes further and becomes mayeroin order to follow the best global practices.
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In July 2013, Croatia joined the EU following a decémteg accession process. Croatia
experienced an abrupt slowdown of its economy since its independence in 1990s due to the
Yugoslav war. The Croatian economyhile a part of the socialist federation of Yugoslavia
increased at an average rate of 5 percent per year, and in the last 22 years only 0.7 percent per
year (Santini, Bebek, 2013). The stubbornly high youth unemmaynate, population decline,

uneven regional development, and a challenging investment climate remain problems. The
Croatian economy was badly affected by the financial crisis, which, together with the slow
progress of economic reforms, resulted in siargeof recession (2068016) and a cumulative

decline in GDP of 12.5% (Global Tenders, 2016). Access to the European Union (EU) internal
market helped connect part of the economy to global value chains, and tourism is experiencing

a historic high. Yet thesfactors are not enough tadligler pre-crisis growth rates.

GDP is roughly 1% lower than in the prasis period, and youth unemployment remains high

at 33% (The World Bank, 2018). According to predictions by the International Monetary Fund
(2017) andite European Commission (2017), the GDP should continue to grow by up to 2.9%
in 2017 despite the troubles faci@gr o at i a 6 satelcampany AgrokapSince 2012,

the Croatian government has cut spending, raised additional revenues through ngeststri

tax collection and raised the already high vaedud d ed t a x . Croatiabs i
challenges include restoring macroecononstability, fiscal consolidation andthe
modernization of public services, reducing the administrative burden to bsisared
eliminating corruption in the judicial system while promoting private sector productivity and
competitiveness to export more, create highue jobs, and sustainable growth. Although not

as fast the EU would expect, Croatia has started its ecoresticicturing and due to that,
public debt at the end of 2017 was 78 percent of GDP instead of 80 percent from previous year.
In the last two years it has been reduced by 5.8 percentage points (Reuters, 2017). The initial
numbers are showing that Croatiauld have another record tourist season in 2018 and there
are clear signals that thedreced tax burden should strengthmivate consumption, which,
together with stronger FDI and EU fund inflows, will support sustainable growth. Therefore
GDP growth isproject around 3% (Simmonds, 2018). As a result, the unemployment rate is
projected to decrease more mildly but will still fall below 10% by the end of 2018 (Trading

Economics, 2018).
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In the last 17 years, the higher education system in Croatia was restructured on the foundations
of European highr education tradition, witBpecial emphasis dhe Bologna Process assure
theaccession of Croatia into the European Union. The processrgirebensive reform was
conducted and it included areas such as qualification frameworks, quality assurance
mechanisms, European common credit system, degree structures, governance of the tertiary
education system and the national strategy for higher ednd¢anding (University of Zagreb,

2017). It resulted in increased quality of the study programs and mobility, as well as recognition
and reliability of qualifications obtained through theo@ian higher education system. It also
provided better access t@roatian higher education institutions atwdthe Croatian labor

market and easier mobility to people studying abroad. The improvements also increased the
number ofhighly qualified experts fodifferent degreegAgency for Science and Higher
Education ASHE), 2017). In 2017, the Croatian higher education system offered 192
educational programs in the field of economics, 131 of which were directly or indirectly
connected to the field of management at public and private faculties and polytechnics including
undergraduate, graduate, integrated, postgraduate, doctoral and professional specialist graduate

programs.

The qualitative study we conducted was aimed at understanding the challenges of the
companies operating f@roatia today, as well as local leadership and management educational
needs. For the purposes of the study, we interviewed 18 managers from a wide range of
companies that represent the Croatian economy in the best possible waglitiona 10
companiescovering the service and manufacturing sector were chosen. These were large
companies, except for two innovatibased startips. Over the period of four months in 2017,

we interviewed nine board members and nine HR managers coming from the insurance
industy, the manufacturing industry (electrical equipment and pharmaceuticals), food and
beverage industry, hotel industry, and the clothing and footwear industry. Among those 10
companies, there were some which were founded in the period before 1990 (whenvaea

still part of socialist Yugoslavia) and some that were founded after 1990. As can be seen in
Table 1, which describes our sample, there were alsemtaied companies or partially state

owned companies due to the fact that both make up a sigmnifibare of the Croatian economy



and have a particular set of problems pertaining to their socialist legacy. The Croatian
government has a minority ownership in 383 companies andritgapwnership in 32

companies.

We analyzedhe interview data using groded theory approach (Corbin & Strauss, 2008). In
this process, we constructed five major codes as follows: company challenges; management
and leadership development needs; addressing company challenges and needs; relations and the

missing link between cporate and educational institutions; and the evaluation of development

programs.
Company Characteristics Total Number of
Company Foundation
Founded before 1990 7
Founded after 1990 3

Company Orientation

Product Based 7

Service Based 3

Type of Ownership

PrivatelyOwned Companies 5
Partially StateOwned 3
StateOwned Companies 2

Company Size

SmaltSize Companies 1
MediumSize Companies 2
LargeSize Companies 7
Tabl e 1: Compani esd6 profiles

Many uniquepersonal and contextual factors contribute tadoakility to lead and, while there
are many factors at play that one can't control, the quality and capabilities of leadership have a
significant impact on the desired outcomes (Elkington et al, 2017)cdrhpanies we covered

in the study have diverse developmental and organizational challenges in relation to maturity

10



of the organization, industry, and company size. Older companies had more challenges with the
generation gap. IT compasiesharedheir struglles with finding skilled workers as many
skilled I'T workers | eave Croati a, and Croati
for immigrantlaborto easily enter the country. Thssnow a problem fandustry and the entire
economy,asiTisrecgni zed as a sector with the | argest
(Vu, 200).

Old and large companies have challenges related to restructuring, corporate cultive and
legacy of strong unionsvhich in some cas hhn der t h e developpeat.nSiraegi®
change of the organizational identity of these companies is unfortunately not something these
companies manage strategically (Kostera & Wicha, 1995). Older companies, which have
existed since socialism, and especially stateed companiesstruggle with the traditional

ways of dong business, which is seen adexelopmental obstacle among the young managers

of those companies, mostly hindering competitiveness. Furtherostatdd and partially state
owned companies are often labeled asthinal because of several corruption scandals, and

that fact also presents a challengeew hiring new young talent

Generation gap has been recognized as a strong obstacle to developing healthy organization
dynamics. The younger generations ask for memehts and more flexibility, and there is a

clash in putting together the needs and watdiverse generation groups.

The fact that many young people are leaving the country, and causing brain drain is a challenge
for companies when hiring new employe&ven though mobility within the EU has been
beneficial for individuals who leave to find better paid jobs, local companies struggle with a
lack of skilledlabor. Further, the lack of skilled workers is recognized as a flaw of the Croatian
education systa. Managers say they have to educate their cadre again and again, no matter

which universiy their new employees attended

Manufacturing organizations face challenges in developing soft skiistheir employees as

the tecmical universities did not reqe classes in interpersonal and group communication,
business writing, and oral presentation skilsheir students. Some companiesan effort to
increase competitiveness, introduced international management. But those companies also
repored strugghg with the parochiamindset of local employees whoskck of English
proficiency makes it difficult to workvith international colleagues.

Generally, companies in Central andstan Europe invest a lower percentaféheir annual

wage costs in development programmsmpared to their Western European counterparts

11



(Morley et al., 2015). Management development in the cases we observed was largely done
through irhouse training programs. Companies which struggle wathsttion to the market
economy and restructuring also struggled with providing education and development to their
employees. The majority of companies expressed tleel fier more soft skill training
Companies with strong hierarchies néedjo through the@rocess of ulearningbefore they

can relearn, in order wope with the gnamic environment of business

There is a substantive gap between the corporate world and what the educational institutions
offer. Thus, most companiesve their own irFhouse traiing programsvhere they educate

new employeesand continue to train and upgrade the skills of ldagn employees.
Occasionally, companies hire business schools anduktansies for irhouse training
Generally, companies see educational institutiongoasoldfashioned The information
academics provide is usuallheoretical knowledge which mangrganizationssee as
unnecessaryThey need and want the practicaft skills training so that employees can
effectively do their jobsFurther, they repotthat recently graduated students have véttg lio

no practical experienc@&hey feel the educational institutions do not recognize the market needs

in terms & content and teaching methods.

The majority of companies develgpograms custormade tdfit different management levels

with a special focus osoft skills and assimilatingrganizational values and culture. Still, many
struggle with measuring the success of those programs as they suggest it takes years to evaluate
the results and quality of theprograms. Though, some companies instituted key performance
indicators such as finding new clients or any performance indicator which can be connected to
the development program. Many expressed doubts over MBA programs for the companies who
enroll theirmanagers, since the benefit seems to be more on the individual level for the person
enrolled in the MBA. Overall, interviewed managers stated the desire for a new set of
educational methods which will help develop thinking heuristics of dualities, pav&pect

taking, and guidance fotear decision making processes.

Thelastt i ndi ng relates to Croatiabds |l ack of a
sectorsand industries and improving aaducational system to go with it. Education policy on

the naional level is not consistent; there is a lack of employees in certain fields which leads to
the countrybdés |l ack of competitiveness. Comp a

programs, but the gevnment has been slow to react.

12



Regarding the generation gap and challenges, therdot of research pointirtg the benefits

of diversity (Salahuddin, 2010). This issue brings diverse priorities to companies, which may
result in more diverse solutioasdthoughtful educational policies. Regarding the learning and
development, new kindsf learning and communication areeded because the present
absorptive capacity of organizations is subpar. Still this new learning is not trusted to be done
through tradional educational institutions, but rather througkhouse company trainings.
Hence, business schools should listen more carefully to what the business world is asking from
them; develop STEM(EA) programs with more soft skills education, more pracimaldédge

and skills to think ctically, analytically, and iproblemsolving wa. The government should
develop policies, in coherence with what the business and research community says, with the
goal of creating more competitive advantages and supgopiiosperous industries. The
business community should be more proactive in asking for changes in the formal education
system and challenge the academia in Croatia to be more competitive and increase its position
in the world rankings, to be more rigoroasd ask more from its students so they are well

prepared for big workloads which require analyticallskater on in the workplaces.

As a society, we seem to be shifting from a reality focused on problem solving and planning
aimed at reducing uncertaintyp a world where progress is made by actively engaging with

agility, requiring ever higher levels of management flexibility. VUCA is an acronym that stands

for Volatile, Uncertain, Complex and Ambiguous context where managers and leaders have to
make dersions (Johansen, 2012). This terminology is resonating with an increasing number of
political, economic, social, environmental and technological factors that are shaping our present
(and future). If we have to prepare students for the VUCA future, wetbaealizethat the

education needs of the 21st century put serious challenges before us. It is impossible to solve
problems of 21st century, with teaching methods of 20th century and educational institutions

of 19th century. We need different metlsooft r ansf erring knowl edge tF

engagement.

The 21st century is a century of constant change, and the educational ptaeticeused on

the transfer of static knowledgre no long relevanthis push practice is based on adaptation
andreaction, which is not enough for the VUCA world. The environment is changing faster

than the speed that can be passed on to students. During most of the 20th century, learning was
based on accepting skills and transmittingmr mat i on or Attheeeadofitheng a b c

13



last century, the ethods by which we continuously learn are increasingly evolving. These new
methodssimulate the context within which knedge is perceived, but algedefine the

position from which an individual makes a decision, soldes a problem.
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Estonian Business School

Management and leadership development priorities in Estonia are dyitlemreed to increase
productivity and international competitiveness in a situation where salary costs are increasing,
and Estonian business and public organizations have to compete for a young and internationally
mobile labor force with employers in néilgoring Nordic countries. For many years, the
Estonian advantage has been its balanced state budget and simple taxation system that

encourages reinvesting retained earnings.

In order to move from the role of subcontractors to developers of innovativécpsdor export,
Estonian companies, universities and state agencies have to cooperate in developing
management and leadership education that will support creativity, innovation and change

towards more knowledg@tensive business initiatives.

Estonia facs the challenge of speeding up its GDP growth and increasing productivity in order

to improve the living standard of its population and decrease tmbars of young talented
peopleemigratirg to the Nordic countries. Anticipating the continuing of the present business
practice versus addressing internal or external change pressures are among the most crucial
issues when studying the management and leadership development agenda in Estonia where

many business units still operate as-Hoest subcontractors for transnational corporations.

Estonia is a small open economy and its economic situation depends heavily on economic trends

in Nordic exmrts markets such as Sweden and Finland During the years2ZZ1E3 Estonian

total GDP growth was 1.4%, 2.8% and 1.4% respectively. The 2015 increase in GDP was even

| ower than the Eur oz one 0 qEurastag 20a6). eThe G&dhiang r o wt
Entrgreneurship Growth Strategy 20629820 sets the general goal of attaining 80% of average

EU productivity. The strategy highlights the challenge of aligning the competencies of labor
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resources and the needs of the labor market (Ministry of Economic Affaids a

Communications, 2013).

In 2016, Estonian GDP growth was 1.7% (Statistics Estonia, 2017) but according to Statistics
Estonia (2018a), in 2017 the gross domestic product (GDP) of Estonia increased 4.9%
compared to 2016. In the 4th quarter of 2017, therktmh economy grew by 5.0% compared

to the 4th quarter of 201@8nformation and communication technology and construction
contributed more than other sectors to recent GDP growth. Many Estonian enterprises produce
products outsourced to them by foreign pamies. The competitiveness of Estonian enterprises

as subcontractors may diminish as a result of losing the cost advantage. In 2017, the average
monthly gross wages and salaries were 1,221 euros. Compared to 2016, the average monthly

gross wages and saks increased 6.5%. (Statistics Estonia, 2018b)

Since the year 2000, Estonia has been applying a relatively simple taxation system, where
reinvested profit is not taxed, and progressive income taxation was not applied. Starting from
2017, differentiatedta f r ee component personal i ncome up
but in the income range of 14 400 to 25 200 euros, the basic exemption decreases to zero. Recent

changes have made Estonian taxation system more complicated than before.

Strategicleaders in Estonian organizatiohave to find more sustainable business growth
opportunities, compete for attracting qualified labor force and therefore need to identify new
change directions for economic development based on knowledge and competense fact

Estonian management education already started to develop in the 1970s in the Soviet command
economy context (Alas & Aarna, 2016). The Tallinn Polytechnic Institute was the first in the
Soviet Union to organize conferences on organization and manageiitee Estonian
Management Institute cooperated intensively with LIFIM and other Finnish management
development and consulting centers at the end of the 80s and the beginning of the 90s. During
the transition to the market economy, the Estonian Managdmsitite became a spwif

platform for several management and business development organizations now based on private
capital. Professor Madis Habakuk founded the largest private business school in the Baltic
countries, the Estonian BusineSshool (EB$. At present EBS is the only private business
education organization in Estonia that has university status. In 2011, the Estonian Business
School established its branch in Helsinki an
programs there fdfinnish and international students, where, among other topics, students learn
about the Estonian change management experience. During the recentEesades lecturer
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exchange and CEEMAN conferences have facilitated dyosser knowledge sharing among
faculty members. The Erasmus student exchange program has enabled team projects where
international student teams search for information and generate ideas for Estonian enterprises

interested in export development (Elenurm, 2015).

Lead4skills research in Estoniaas delivered valudd knowledge for understandirgpange
trends and challenges in the external business environment and inside Estonian organizations
that influencethe management and leadership development agenda and pri@gi®s
structured interviews conducted in 16 organizations and survey results of 60 respondents

resulted in the following main research findings.

The general opinion of the managers interviewed for this study was that educational institutions
and businessrganizations should enhance cooperation in order to improve the analytical and
practicalskills of graduates. Thaopularity of the vocational educatiort@® low among young

people. Thideads to a shortage of qualified labor.

The interview results gain some links between the perceptions of business challenges and
management development priorities that reflect organizapecific development context
differences. Organization and HR development priorities depend on the social system
perspective oflevelopment efforts versus the focus of these efforts on measurable financial
outcomes (Martin, 2016) . Answers to the que
company currently and in the future?6ceonfir
management professionals interviewed, the demographic situation on the labor market is a
source of management problems. Understanding the priorities of new generations entering the
labor market are most often a central challenge for HR managemeneipresgs. The other

main challenges include renewing business models as a result of changes in the environment

and technology and enterprise management improvement needs.

There are however more specific challenges that are not the same for all orgainatitved

in the interviews or in the survey. Among the respondents, there were representatives of retailers
and electronics assembly plants, where the main challenge was to attract young people to
routine jobs. Coaching and development priorities inhsaoganizations were linked to
improving the image of the organization as a good employer for young people and introducing
quality management practices that support the empowerment and job enrichment of the
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employees. One leadership challenge is increasgaff turnover after having provided
development programs; employees find jobs that are more rewarding in other Estonian
organizations or even outside Estonia. Representatives of some knoWwéssgecompanies
stressed that the main challenge for theidéga was to attract and retain professional staff and

talent for key business positions.

In some established business fields, the main business model related challenge was retaining
the established position as local market leader. In business fieldsr¢heifluenced by the

changing regulatory or technological environment, the respondents anticipated a declining or
changing market, for instancen selling alcoholic beverages, taking into consideration
Estoniads higher exci s aeighbartavia. Somehpsmaselehdetso i t

see challenges more in the local or regional context; others monitor global technological trends.

Management challenges in general terms were related to people skills but more detailed
descriptions represented dirge issues: from team creation and retaining enthusiasm, the
manager 6s role as the developer of the team
overcome client service gaps. Restructuring organizations and processes, sales growth and
efficient management of salary costs were also seen as major challenges for managers. Among
future trends that have implications for HR development, investments in new logistical
infrastructures and IT solutions were stressed especially in wholesale and retas| matcatso

in food production. Technologyelatedmanagement education needs were presented in a more
proactive framework; for instance, usingg@nmerce to expand markets and applying new
technologies to offer additional services to clients. The challenges of adapting business models
were linked to coogration with similar enterprises from other European countries and adapting

products to international markets.

Results of interviewing CEOs and managers responsible for human resources demonstrated that
development topics related to marketing and theomedgnts as priority development areas in

their organizations. Respondents most often stressed development related to sales activities and
training in the field of computers or IT. Among development areas said to never be used, three
interview respondents omted out change management, design thinking and
entrepreneurship/intrapreneurship. Five respondents explained that foreign languages,
corporate finances, human resources, strategy and leadership have been among the less popular

development areas in th@rganizations.
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Results of the survey involved a broadample than the interviews. People skills development
were considered important by 63.2% of the respondents and is the most popular development
area both in private and public organizations. Twoard®velopment areas have been chosen
by the majority of the responderitscommunication, and computers and IT. The Estonian
survey results indicate that there is a trend towards using development programs to integrate
the human aspect, technology mainlgresented by IT skills, and topics related to positioning
the organization in the changing business environment and market. However, change

management as a special topic is not among the 13 most popular development areas.

Management and leadership development in Estonian organizations could be more inclusive by
involving different professional groups to change processes. Management and leadership
development activities should not be limited to managers but involve all gobepsployees

that can contribute to organizational changes. Management education organizations in small
open economies can assist leaders in doosder networking efforts to better involve all levels

of the organizational hierarchy and professional gsan change management programs. The
human resource development model should take into consideration that corporate social
responsibility, ethics and sustainability broaden the objectives of development efforts.

Management and leadership development si@éter in Estonian organizations depending on

the business sector, the labor force situation, technological changes and competition challenges
both in Estonia and internationally. Management education institutions should improve
development analysis skils of t heir masteros and doctor
organizations in customizing their-ihmouse development programs and linking it to knowledge

sharing during interactive university courses.

In order to increase the popularity and practicalaotpf change management courses, this
development field should be more integrated with preparing and implementing new IT systems
and othertechnological innovations. Thiassumes the coordination of the technological
development and HR development strasgThe right timing of development events enables

inclusive problem solving and learning by doing in real change management processes.

Universities, management educators and consultants have to understand the thengisg

landscape and the interpaBons of management and leadership development challenges for
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top managers and professionals directly in charge of defining and following the HR

development priorities of companies in different business sectors.
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Since the political changes of the early 1990s the Hungarian economy and society went through
a systemic transition, but still, some of the structural problems of thespastist period could

not be resolved. After the crisi§ 2008 and 209 the economygtagnated and the result of it

was a massive workforce migration to Western Europe. As a consequence of this migration and
other governmental interventions. Hungar@mpanies nowadays experience higvels of
workforce fluctuation. Tereis a lack of skilled and highly educated workforce and companies
face an increasing difficulty to motivate and retain young talents. As part of the unorthodox
governmental interventions, we can see shrinkage in state financing in higher education,

especidl in business education.

These external trends are setting the context to our study of leadership and management
development needs analysis. 17depth interviews were conducted with senior executive
managers and HR managers in 2016 and first half @7.20he three main categories of
interviews ardarge companies, SSCs and family businesses. The interviewees are mainly our
former university students from executive MBA or HR Business Partner programs. We
interviewed both HR managers and top executiv@® most companies of the sample. We
focused on those companies, which chose proactive or evaetpre business strategyrying

to control their internal and external environméntcommitted to hire employees from top
business schools and send tompnagement successors on educational programs. Thus our

research is not giving a general picture of Hungarian companies and their challenges.

During the years 19892990, Hungary began theanhsition from a centrally planned economy
to a market economy and from a communist-pagy political system to a multiparty

22


mailto:barabara.meretei@uni-corvinus.hu

democracy (Harindranath, 2008). The transition to a market economy based on private
ownership in Hungary happened gradually after collapse of socialism through economic
reforms (Adam, 1995); however, this process was not without costs. Among the social costs of
the transformation was the increase of unemployment. For instance, in 1990 the unemployment
rate in Hungary was 1.7%,hereas in 1992 the unemployment rate jumped to 12.3% (Adam,
1995). Altogether, the economic activity rate increased slightly between 1997 and 2011 from
52.8 % to 55.4 %.

The main industries in Hungary are automotive, electronics, pharmaceuticals andl medica
technology, ICT, and food industry (Eugo Hungary, 2017). The Hungarian ICT (Information

and Communications Technology) market has been growing fast, accounting for 18.5% of the

total ICT sector in CEE (Harindranath, 2008). However, Harindranath 208)idi f i ed &6 hu
potential &6 shortages as a potenti al maj or

information sector.

In 2014 and 2015, Hungary adopted several national strategies aimed at improving the quality

of the countryods wdlichel omg Isea@hniarsg astmmeat e
education and training system still faces major challenges (Education and Training Monitor
2015). The economic crisis affected Hungary heavily, resulting in a decrease of public funding

for education in 201&and 2012 (Education Policy Outlook Hungary, OECD 2015). The general
government expenditure as a proportion of the total government expenditure on education has
shrunk from 11.2% in 2010 to 9.5% in 2013, compared to the EU average of 10.3% (Eurostat,
Generé government expenditure by function, COFOG database). According to the OECD
Education Policy Outlook of Hungary (November 2015) the teaching workforce is aging, thus
priorities include attracting a younger teaching workforce and improving pedagogidaigsac

and teacher training.

The overall chaénges in Hungary from 2016 anersening innovation performance ate
growing shadow economy (ICEG European Center report, 2016). The main strengths of
business efficiency in Hungary are compensation levelging hours and female labor force,
while the main weaknesses are attitudes toward globalization, flexibility and adaptability,

competent senior managers, brain drain, skilled labor and worker motivation.

Bachelor and master programs in business admatim could reach the previous levels of
economies of scale only witboth state financed and self companyfinanced participants,
and the boundaries have become somewhat blurred. Because of labor market conditions after
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the financial crisis, the emplability of students has gained increasing importance and
consequently an increasing proportion of students with state financing decided to work during
master level studies. This tendency was already present in evening or weekend programs with
feebased edeation and labor market competition has accelerated this tendency fer state
financed programs as well. Also there is an increasing reliance on markieasks
postgraduate programs, so the system of management education became mixed in terms of its

finanang.

Il n another current research project, (suppor
studied the factors that support or hinder working while studying at the university, based on an
online survey (Tak8cs et altin2®6dedrly70% dffthes r e s
above (partly statt i nanced) master programsé6é students
average. Taking into account the total number of these master programs, this figure is covering
almost the entire management successiodsetall major employers in and around Budapest

and nearby industrial areas in Hungary.

The exploratory study is based on interviews in companies from FMCG sector; department
stores; relatively large local companies; international exhaervice centers, operated in
Hungary, and there were some local SMEs with family ownership. Our analysis will

concentrate on the similar trends and tendencies.

The interviews were following similar logic. First, we talked about business challengesasn te

of environment al conditions and changes, t he
organization and culture is trying to cope with these changes in terms of internal developmental
processes (enand oftthe-job training, management developmealent management, cultural

change programs etc.). Finally, we investigated the biggest knowledge gaps: what are the
expectations toward business schools and master programs in the wider field of business

administration and what are the consequences foagenent development and education.

It was a common experience across our interviews in different sectors that the economy is still
recovering from the financial crisis and this sluggish process combined with inherited cultural
characteristics of the saty: pessimism, negativism, high reliance on relationships,

individualism, high power distance and low uncertainty avoidance (Bakacsi et. al. 2002) create
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unique challenges for business organizations. Therefore, the starting topics were almost in every
interview: slower growth rates, lower profitability and risk aversion, caution in innovation,

dependence on a (highly uncertain) institutional environment.

Another mentioned challenge was that the migration of the workforce accelerated; companies
now face hgher fluctuation rates and increasing labor shortages in many occupations
(engineer s, softwar e dedwealionpbe rtso, mnmohreer ed eivse | a

Retaining employees is a new challenge in many sectors.

As a further consequence of thadncial crisis, there were frequent comments made on new
forms of centralization (in both multinational companies (MNEs), and government) that

exacerbated difficulties in decisignaking and running businesses efficiently.

It is also a common sentimenattthe world is changing fast and the Hungariarsuareris

no longe much different from the world. &ically, the challenge companies are facing is how

to address and reach the eebanging consumer in a most efficient, appropriate and engaging
way. Ths connectedness might also mean that consumers are becomirtgppsedent on

virtual reality. There is an emerging interdependence, consumers and buyers have more power
as they can more easily get information, compare, connect, get advice, share wheandie

that makes them less dependent on virtual reality.

Generational differences in the workplace is also a phenomenon that companies have to face
nowadays. We already know that the configur:
2012) and coreqquently it leads to more conflicts when members of different generations have

to work together (Zub8ny 2008). This topic ¢
there was an agreement among our interviewees that innovative products or servsealigre

produced by heterogeneous actors, that also mean bigger risks of having worse than normal

results, but the process is usually much more inspiring.

VUCA is an acronym often used to describe or reflect on the volatility, uncertainty, complexity
and ambiguity of general conditions and situations (Abidi and Joshi, 2015). How these
challenges are addressed by companies, depends on their size, structure and culture, and
financial possibilities, but we could find in common that some degree of flexilifity
characteristics, that favor innovation were part of the answers in many interviews, e.g.
connectedness to consumers and shoppers seemed to be part of the solution to volatility in many

cases:
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Some of the SSCs have also discovered that for longethtmmon they will need to build a
higher value adding culture, based on innovation. The relative low wage position of Budapest
(as a basis of labor arbitrage strategy) is quickly dissolving, setésngcompetitive advantage
should be based on being ahe&dther centers in terms of performance, customer experience

and employer satisfaction.

Local training companies provide specialized training programs in order to prepare managers
for coaching and mentoring roles and HR Business Partners for intemslltemts, or
Financial Controllers to be able to diagnose organizational and human components of financial
deviations from plans. Instead of only controlling through financial reports, future leaders have
to bring to the surface deeper causes of sympt@osperation of top management with HR

and Controlling, the two main supporting functions of larger organizations, seems to be very

critical.

Bigger scale change management programs are provided by local / global OD consultants,
based upon their independemeasures of employee engagement, network analysis (e.g.

opinion leaders and communication channels), or measurements of organizational culture.

Larger organizations usually design company training/education programs reflecting the
specific needs of eaaghanagement level: different training programs for different levels and
employee profiles. The most accepted system for evaluating internal training programs is
general performance appraisal for middle managers combined with a competency system that
can beassessed by 3&fegree feedback on a regular basis. Some companies have even
developed continuous feedback applications, to track the frequency and content of feedback
given to each other, but these kinds of systems are rare, so companies frequentlgxtdynal

expertsdéd opinions, |ike AC/ DC assessments or

In SMESs, the main challenge is at this moment of time2@§ears after the political changes)

is to find the success orenovwcfosetolmetirenieot age dnd/ors 6 ¢
burnout. Here executive | evel MBA programs p
leaders in order to decrease fluctuation or run mentoringgrerThe development of future

leaders is ofgoing, autonomouprocess, but its effectiveness depends on incoming talents.
Some companies have already discovered that early retention and attracting potential future
leaders is worth the effort, and it has to be earlier than in previous times. As the current
regulatiors also prefer student work (cheap labor cost) and more flexible in terms of
headcounts, bigger companies offer extensive trainee programs for MSc level sflidents.
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main goal of companies is to attract many and offer conditions that retain the bestimtgpen
on the possibilities emerging during the apprenticeship period. There is alsefang®tining
career management system needed at higher levels in the organization, in order to offer jobs for

the best trainees at the company.

In addition, many inteviewees mentioned the possibility of stronger cooperation between

companies and educational institutions (a system-efdcwation).

The role of universities is to create and pass on knowledge. Business education as part of higher
education should follow a special logic in their management of knowledge. Giving practical
knowledge, thinking and tools are important factors, but crititaking, knowing theories like
sustainability, social responsibility, emancipatory treatment of people are also relevant
theoretical frameworks which should help broaden the range of vision, which can be a basis for

practical questions.

In order to connedcuniversities and business, there should be a dialogue between teachers,
students and employers, sharing experiences, best practices. As overlapping structures with
traditional specialized departments, research centers that follow an interdisciplinary log

should also be established.

Being aware of investing in mastero6s studen
companie$ mainly family businessesare struggling with finding the right successor. On the

other hand, business schools should ris& awareness about the added value they create,

define their roles, and help students find theirs too by coaching, mentoring, and career path

planning.
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Latvia as a 6newdb European country has expe
severe economic decline since it started its transformation process in 1991. It is a country where

A s ial,ceconomic and political change is occurring constantly and is experienced at the level

of daily I|ife of businesses and tibscielesder ¢
adopted by CEEMAN). Thimeans that it falls into the category of dynaisocieties. Recent

global economic trends, recurring economic and political crises, technological development,
emerging disruptive business models, uncertainty, instability and unpredictability confront
businesses with challenges not known or experiebedore and cause the management of
companies to search for solutions which would ensure the sustainable development of their

organizations.

The report presents the results of the study of management and leadership development needs
in Latvia, which was @nducted within the frame of a bigger research project on dynamically
changing societies managed and coordinated by CEEMABIresearch aimed to gain insight

into the current business challenges companies are facing and to explore management and
leadersip development needs required to address these challenges. Understanding the
challenges and development needs will allow business and management schools to respond by
providing a relevant educational offering which would help companies develop the kngwledge

skills and competencies necessary to address the new realities.

The research in Latvia was conducted from March 2016 to March 2017, attempting to
understand current and future business challenges of Latvian companies and the needs for
management and leahip development to meet the challendgealso tried to identify the
missing link between the needs of the companies and the relevance of the business and

management education offering. The data was gathered through 21 qualitative interviews
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conductedat 11 companies as well as through 37 responses to the online questionnaire. The

companies represented all sectors of the Latvian economy.

Latvia is a small open economy that went througlstiig from a socialist to capitalist economy
starting in 1991, becoming a full member of the Euaopidnion in 2004, joining the Eurozone

in 2014 and becoming a member of the OECD in 2@i$.a country located at the Baltic Sea
having a territory of 64689 squire kilometers and population of 1,97 million peopétvian

GDP is 27,68 bin US$ representing 0,04 percent of the world ecor®D®. per capita is
14,118.06 US$ and during last five yedh® countryhas demonstrated a stable annual growth
of 3,7%. With the growth of the economy, unemployment has been steadily decreasing,
reaching 8.5% at the end of 2017.

Latvia is ranked 40th in the IMD World Competitiveness Report (2017) indicating skilled
workforce, high education level, cost competitiveness, dynamism of the economy and open and
positive attitudes as the top five key attractiveness indicdtdsswithin top 20 countries in

terms of doing business, positioned in the 14th place. Doing Busines$d&201d that Latvia

had implemented substantive improvements in the local regulatory framework in the areas of
access to credit information and making tax payment less complicated, thus narrowing the gap
between local practices and best global practicesrid\Bank, 2016)On the negative side,
Latvia scores quite high (57 points out of 100) on the 2016 Corruption Perceptions Index
(Trading Economics, 2016). Informal activities in the Latvian economy remain widespread and

amount to more than 20% of GDP.

Lat via is placed among very high human devel
gross national income per capita increased by about 44.2% between 1990 and 2015 (UNDP,
2016).Both minimum and average wages and salaries have also been growingniryeacs

reaching respectively 431.74 USD (370 EUR) and 1001.62 US$ or 859 EUR invZage.

growth is largely driven by skillshortages, due &migration, which remains high. According

to OECD Labor Survey (OECD, 2016) during the last 25 years the gi@pubf Latvia has

contracted by 25% and depopulation poses significant risk for further economic development.

Currently a significant amount of management education takes place within the system of

higher education, which fully follows Bologna principlelowever, the specific trait of Latvian
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education is the fact that it is a binary system, meaning that there are two tracks of degree
programs professional and academic and the graduates of professional programs can proceed
with studies on an acadentiack and vice vers&laving two tracks of degree programs, unlike

in many other countries, makes it possible t.

provision.

Formal management education, which is strictly requléaeapvided by 1%igher educational
institutions (further referred to as HEIS) and the variety of programs is very broad and ranges
from general business management to numerous specialized programs focusing on certain
management functions. The total number of management pregrarall levels of higher
education in 2016/17 was 149, which is rather high for a country as small as lrdtriaal
management education, in turn, is unregulated and takes place both within univesdites

offer a variety of executive training cses- as well as outside the formal educational system.
There are plenty of training and consulting companies operating in the informal management

education market offering a broad range of shenn programs for companies and individuals.

Overall, theLatvian workforce is considered to be well educated. About a third of the
economically active population has tertiary educatitainment of secondary education is
also high; 80% of the working age cohort has at least secondary edutatiwaver, as
paticipation in lifelong learning is rather low, a large part of the wordgg population is

missing the skills to become more productive.

Results of the research demonstrate that the challenges faced by companies can be divided into
two groupsi external and internal. Challenges provided by external environment relate to
economic and political instability and uncertainty, technological challenges and demographic
challenges. There is a universal agreement that the range of change astbpmstreasing

making external business environment veygpaimic.The skills of people g behind the rate

of change and are not sufficient to meet organizational néeftitionally, the regulatory
environment seems to be very unaar, as decisions rmda by the Brliament are often
unpredictable. This causes companies to worry about financial stability and competitiveness,

aggravéed by the uncertainty of accessibilityE® funding in the coming years.
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The bugess environment is very mucfiexcted by new technologies coming onto the market,
which leadto changes in consumieehavior as well. Although technological development is a
positive phenomenon, it frequently leads to the erosion of existing business rGodetanies

are not flexibleenough and are not ready to integrate technologies into their processes or

product offering.

Considering the fact that during last 25 years Latvia has lost 25% of its populéion
demographic situation presents a significant challenge for Latvianasoegol hey complain

about not having a sufficient pool of candidates for certain jobs and believe that the number of
talented people is limited in the country. This is especially relevant for the IT sector, as
regardless of the high salaries offered i tharket, it is difficult to find employees with

relevant technological competencies.

Internal challenges are also rather complex and relate to lack eldonglanning andtrategic
perspective, transformational issues and human resources problappears that shetérm

thinking prevails at organizations. The lack of strategic focus, absence of detong
perspective and the ability to plan ahead in an environment of uncertainty, is a big challenge.
Additionally, diversification of business amdorientation of business activities from a lost
Russian market to Western Europe and Asia are recognized as the keys to competitiveness, and

require special managerial attention.

Considering the fact that many companies over the years have grown éntoapstor small
companies to large organizations, they face challenges related itdethmal processes. The
process of formalization and establishing rules and procedures is very slow, thus decreasing
efficiency. Managing growth seems to be an issue,ctvhalso raises the question of
communication, making sure that people understand things similarly. Additionally,
organizational structures often provide a challenge, because of being rather hierarchical, they
do not correspond to the nature of modern oigions Moreover, logistical issues, the ability

to work with suppliers, managing the supply chaire. increasing productivity, which is lower

than in other European countriesonstitute a significant challenge for Latvian companies. IT
sector comanies see a challenge in the gap between the professional IT knowledge of their

employees and their understanding of business processes.

Challenges related to HR are the most numerous. It is a big challenge to get employees with the
required set of skillscompetencies and attitudes. However, retaining them, keeping them
engaged and motivated, is an even bigger iddaaagers often feel that despite a company's

33



effort to invest in salary increases, equipment, premises and infrastructure, employees do not

appreciate it and are unresponsive.

Many companies see a challenge in integrating and retaining employees of younger generations.
A lack of social skills, different working patterns, attitudes towards life, and shorter attention
spans pose additional clalges for companies. Employers consider them to have poor

communication and problesolving skills.

Management and leadership development needs are directly related to the challenges
companies face. The most frequently provided company training relpg®ple skills, project
management and customer servitbe research clearly shows that leadership skills are
currently the most important and will remain so in the future. During interviews CEOs and HR
managers emphasized that leadership is requiratirmanagerial levels; however, it has to be
differentiated. Top management requires more training and development in strategic thinking
and needs more coaching skills, whereas middle managers require more specialized training,
i.e. in digital and eommece skills, and their feedbagjving abilities should be strengthened.

They should be taught to manage and delegate, rather than doing things that could be given to
their subordinates.

IT sector companies, facing a gap between professional IT knowledgeraerstanding
business processes, require custear@mnted training and development for IT professionals.
Developing the customer perspective, the ability to conduct abeostfit analysis, and the

ability to analyze business processes and compangrpemceare emphasized as the top
development priorities. According to the CEOs interviewed, human interaction skills for IT
professionals and establishment of expert and manager teams would make IT companies more

competitive.

Research also gave some gidiinto the missing link between the corporate world and
education institutionsThe need for integrating theory with practice and a lack of practical
experience provided at HEIs wecemmon threaslrunning through all interviews conducted.

The schools ar criticized for being too academic and not proactive enough in establishing
contacts with business. HEIls place too much emphasis on fact acquisition and should focus
more on problem solving, critical analysis, argumentation, teamwork, and personal
developnent. Moreover, companies criticize busiss schools and universities fooviding
graduates with the wrong expectations and wrong motivatiowever, companies are critical

of themselves in this respect as well. They say that they have to communicatanutart
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cooperating more closely with HEIs, providing guest lectures and master classes during which

they can identify potential candidates for their job openings.

As the research showedniversity ceters of nanagement or business schools are the least
commonly used training providerd/e suggest that Universities and business schools should
more actively engage in executive educaton should break the stereotype of only being
associated with degree educatiand being too academiBusiness schools and universities
should form close, unconventional ties with businesses, where cogatianiand cooperation
goesboth ways. Schools should foster ties between academics and business professionals, let
them exchage practical experience and theoretical and methodological approaches, share
student supervision, etcleamwork, collaboration and adaptation skills are a must for
graduates, and study programs must provide students with possibilities to practice tlsose ski
Programs should focus more on people skills development as such skills are transferable and
are valued in all job positions. The education system should foster the development of
creativity, design and multhinking, embracing diversity of opinionsné approaches.
Analytical thinking and data analysis skills should be strengthened, as these are increasingly in

demand in line with the development of IT and big data.

As digitalization is regarded as one of the major future challenges, HEIs shouldpdiinese

skills through teaching them and using digital means as part of the learning methodology, thus
helping students to internalize them. In order to fill the generation gap, HEIs and companies
should introduce reverse mentoring and provide integratameing for senior employees and

their younger coworkers, enriching the experience of both groups, which could be a symbiotic

experience.

1. IMD World competitiveness center. (2017). https://www.imd.org. Retrieved
November 14, 2017, from httgsvww.imd.org: https://www.imd.org/wcc/worid

competitivenessenterrankings/
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New managerial and leadershghallenges present themselves as new opportunities for

management development and at the same time require new knowledge, skills and

competenies. This requires annderstanthg of leadership development needs. Thus, the

authors completed research in ortierexplore leadership development needs in Lithuania.

Research data was collected through the World Bank source, personal interviews with CEOs

and HRMs (in total 34 hdepth interviews were performed) and online questionnaires which

were filled out by 1&ompanies in Lithuania.

This paper starts with a description of the economic situation and management education in

Lithuania, which is followed by description of the methodology and results of qualitative and

guantitative research. It is finalized wittcoenmendations and conclusions.

Lithuania is one of the three Baltic States with a decreasing popul&tom 8.6 million in

1990 to2.8 million in 2017) The economy recoveredomewhatafter the crisis in 2013;

however, economic indicators such as GDP, Foreign Direct Investment and Export of Goods

and Services show the economic slowdown. OECD (2016) data show a large gap in income

which is mainly attributed tdagging productivity andlack of innovation capabilities.

Innovation activities are hindered by the lack of finances, high skill mismatch and brain drain
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in Lithuania OECD (2016) The key is business requires support from Academia to turn this
situation around. For Lithuania to b&ee competitive, the country negdsrethinkits national
educational system. Lithuanian National Development Plan-2029 wises the need to
modernize infrastructure of HEnstitutions as well as to encouragew students to choose
natural and technita&ciences instead of social science. Although there is a particularly high
number of study programs in management and business in Lithuardactieasing number of
students suggestsacessity to reduce a number of management programs.

This chapter presents qualitative and quantitative research findings. Qualitative research data

were analyzed by using grounded theory methodology.

The challengemdicated byCEOrespondents can be grouped into external aedial factors.
Externd challengesnclude unstable politicand economisituations oheighboringcountries,
legal and sockmlemographical changes, competition, intercultural differences and globalization

in general.

Intemal challengesncludelack of businesscompeteniesand capabilitieselated to modern
technologies andmanagement innovations. Technical training is needed ni@dern
technologies and business management systehish are vital for efficient production and

achievement of highest quality standards.

CEOQOs in particular, feel psychological tension and burdens because of irdemgeetition,
unpredictable changes in political situaspmand the lack of educated, workforezady

employees.

Human resources managemadst mainly responsible for solvinghe aboe-mentioned
challenges through théiring and development of capabkmployees. To attrachew
employeesLithuanian companies ptitemendous effort into promotingtkeo mpany 6 s i ma

and reputation. fiey even focus on the candidates who are less prefartiee market.

Research shows that although CEOs and HR managers distinguish importaaicengfs,the

way of training employees differs. In some cases, they prefer inside company training, while in
other cases, they would like to be extracted froeirttaily environment (e.g. workshops or
confeeences). Companies motivate employees throtghaining. They develop specific

traditions and organizational culturedgasure attratve conditions for trainingeneration Z.
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Some challenges are solved bylswperational decisions like implementation of ISO and

LEAN, investment into science and research.

Analysis of current and future Lithuanian organizations development needs slabwiseth
overlap. There are fogroups of development needs in Lithuanian organizations. First group
is related with strategic financial goals and effectiveness in general (financial company
prospect, markets and organizational development). Second group is linked to efficiency goals,
for example, process improvement through new technologies or HRM developmedt. Thir
group of needs is related strengthening of strategic partnerships in the sociely the aim

to educate consumers. The fourth group of needs is related to strengthewtiomis and
partnershipsvith higher education instituties to improvehe preparation of talented potential
employeesSpeaking about partnerships with higher education institutions, companies allow

students to undertake traineeships which opens opjteetufor employment after it.

The study clearly indicatethat the least developed individual competencies are foreign

languages, IT, responsibility and communication skills.

The qualitative research findings are backed up by the quantitative reseégucé.lFshows the
main training topics, which have been provided during the last five years among the surveyed
Lithuanian organizations.These training sessiondeveloped skills related to particular

functions (quality management, project management, atoguand auditing, etc.).

During the past five yearsnost of the Lithuanian organizations gave priority for internal
training programs, although, external training and tailade external pigrams were also
popular. At the same timé&rmal education (e.g. BacheJaMBA or PhD Programs) lost their

attractiveness.

Human resource managers emphasizgortant preconditionfor successful learningrhese
include thelearned s  wi s h tdevelap commpetercigahd the time and plac aside

for learning There is a request to train functional employees at the working place, while middle
and toplevel employeegrefer learning by extracting a person from their daily environment.

Finally, the learning/training price plays a huge nol&ithuania as well
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Conclusions and Recommendations

Research results show that there is a need for close partnership between businesses and
management education institutions because of ttenget fight for talents in the market.
Business and HEIs should work together in order to align education and job market needs.
There should be more atteort paid tointergenerational topicand development of soft skills.

In general, bsinesses find it fficult to work with different generations. The business
environment is more generationally diverse now than at any other time in recent history. Thus,
management education institutions should work with these diverse groups together in order to
facilitate understanding, communication and flexibility. Business emphasizes the need to
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devel op such studentsd skills as work ethi
emotional intelligence and other soft skills that are important for career successosd t
changes should be implemented along with the relevant training content, convenient time and

place, reasonable price, as well as, charisma tic and experienced trainer.
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The am of the study was to find out what are the challenges companiesdacerning
managerial and leadership development needs. Therangbanges in business environment,
which includes fluctuations in the economglifics and demography, haaesignificant impact

on the managerial development needs. In order to remain successful, companies are to develop
their knowledge, skills and corafencies with adjustment to the current situati@cholars
emphasize the importance of understanding managerial challenges when creating educational
and training programs (Cornuel, 2007; Poor, 2012; Skuza, Gtulfi McDonnell, 2012).

Higher educatiomistitutions (HEISs) as well as other entities offering educational trainings need

to understand the ongoing situation in the business environment in order to adapt thegsoffer

to the current development needs. Therefore, the malofjthee research vefirst, toidentify

current and future business challenges in Poland, acohdeto find out what are the

management and leadership development needs in this regard.

Basing on the senstructured interviews conducted with 18 CEOs and HR managers from
listed on Warsaw Stock Exchange companies, as well as survey conducted on 82 companies,

we propose recommendations for the HElIs.

Poland is the largest economy in the CEE region, with steady increasing grdvedonomy.
Nonethelessthe country is facingchallenges aonected to the turbulence and uncertainty
many areas, includingomesic and international polits, rapidly aging society and growing
poverty rate (World Bank016). Poland must address thekallenges in the upcoming years.
Whereas, the macroeconomic sector remains balatifeechuntry may strugglen the future
with federal dehtwhich lingersat 50% of its GDP (World Bank, 2018)he government plans
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to continue and @n increase the already expensive benefits connectedaimily program

500+ (monetary benefits for every family with atdeawo children). Combine thigith

decreased pensiage,and lowered taxesfromSMEsnd 1t i s cl ear that Pc
wi || be a factor in the countryds future eco
Higher education s one of the most dynamically devel

Within the last 20 yearshe sector has undergone significant institutional changes. Currently,
Poland is forth in Europe in terms of enrolled students, with almost two million participants in
450 different institutions. Nonetless, theaumber of students has significantly desesdsince

2006, due to demographic changes. Thus HEI are faced with the development of new programs,
which are not solely dedicated to young people, but rathifielong learning programsor

older peopleMoreover, HEIs are challenged to develop anérastich programs that reflect

societybs needs to become more attractive fo

As aforementioned, the study was based on the mmattiods approach. The research was
divided into two data collection stagjeFirst stage involved quantitative data collection, 82
companies responded to online survey. Further, 18 semi structured interviews with CEO and

HR managers in 10 listed companies was conducted.

Most respondents represented companies from the manufacturing, financial, and IT sectors. The
majority of companies were privately owned, mature companies, having operated on the market
for more than ten years. Analyzed companies were diversified in ¢éisastors and activities,

thus resulting in different development needs in the area of education. It should also be
emphasized that the most of the analyzed companies were established during the transition time

when the market in Poland was changing.

Reasults indicate that only 20% of respondents conduct educational trainings within universities,
while there were more likely to use business schools and consulting companies. Moreover, it
was found that companies prefer fdodace programs rather than o, due to the
development of soft skills. In most cases, companies implement education programs due to
upcoming needs of departments or individuals, rather as a planned strategy or policy. Majority

of managers indicate that the educational training aesat of department needs, strategic
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needs of the company or the personal interest of the employee. While the general HR policies

as a reason for educational trainings, was indicated by only third of analyzed companies.

Thus, companies are rather flexakih engaging in educational programs, responding to the

actual needs rather than sticking to upfront policies.

Results also indicate that companies are leaning into shorter, yet comprehensive programs that
last for up to three days, so that employeeslpeactical skills that can be quickly implemented
to the daily operations of the company. Whereas, as short programs can fill current gap, they

cannot replace lonterm programs dedicated to develop soft skills or strategic skills.

Most of the companieare willing to support the development of employees. Companies were
ready to finance education in postgraduate programs and to take an active role in networking
and community creation. Many of the companies also provide coaches to develop particular
and dsired skills and talents. Development programs are seen as an answer to arising problems

rather than a tedown approach directed from HR department.

Companies throughout the interviews and surveys indicated that the major development need
is connected Wit soft skills (i.e. communication, negotiation skills, time management,

|l eadership). I n the same ti me, devel opment
difficult and timeconsuming to acquire. However, it was emphasized that the soft skills
signficantly differ among groups of employees. For example, frontline staff needs the
improvement in interpersonal and negotiation skills, as well all competences related to client
contact. On the other hand, technical staff requires development in thet pnajgggement

skills, leadership and relationship building. Line managers, in turn, leadership skills, project
management skills and industry knowledge. Midéleel managers should focus on leadership
skills and industry knowledge. While top managementiccamprove in strategic thinking
competences, project management and change management. Thus, there is a growing need for

customi zed programs while the fione size fits

It was also emphasized that the demographic changesaseavehallenge within management
and leadership. The younger generation looks at employment differently than the older
generation. Managers believe that young people prioritize private life, as a result has difficulty
assimilating easily into the haworking culture, resulting in high employee turnover.

The demographic changes also lead to changes in how the companies look at more senior

employees, considering them an important part of the human capital. Thus, companies develop
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programs dedicated to oldgeneration of employees, in order to activate and maintain them,
as mentors for the new, younger employees, a

to share ito.

On the other hand, both interviews and surveys indicated the growing deficit lefd skil
employees. Especially the skills connected with IT, digitalization, big data and new technology
are sought for. Companies are aware of fast technological changes and try to respond and keep

up to date, but they also try to foresee technological infansaand get ready for them.

Within the study, respondents also indicated the existing and missing link between the
companies needs and HEIs offer. It was found that companies expect to engage in cooperation
with the educational providers, whereas managkned that they are not aware of any
ongoing collaboration between the two. In the same time, managers expect HEIs to be proactive
in this regard and initiate the alliance.

On the other hand, managers suggest that the knowledge provided withinrtehdttitis is
rather theoretical and does not incorporate the practical requirements of companies.

Interestingly, the role of government was also emphasized by numerous respondents.
Interviewees indicated that the government should work more closely wittEls in order to

develop programs that are sought for on the market. Most of the interviewed managers
emphasized that HEIs in Poland were unable to educate highly skilled IT specialists and
programmer s, |l eading to oveesmapkegt of Whemaea
same time, managers indicate that the soft skills are still underdeveloped among the employees.
Thus, on one hand there is a lack of skilled employees, that are also developed in terms of

people skills.

The demand for higher education at the undergraduate and graduate level is declining as
negative demographic trends are becoming more persistent. At the same time, the market for
specialized postgraduate and executive education is increasing (Bobi& Hagas, 2017)
reason, the market for higher education i s e
2016). It seems that in a longer perspective, only those institutions focusing on high quality
education, innovation, and interr@talization will have a chance to survive in the highly
saturated Polish market.
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Therefore, HEIs need to adjust to the changing needs of the companies, through increased
cooperation Such relationships should not rely merely on hiring a few graduatdsyuddtise

a continuous process of internship offers, joint projects and the sharing of information.
Cooperation will require both parties to organize student work and development mutually.
Whereas, on the other hand, offering more practical programs disdtblat are sought for on

the market. Therefore, in order to remain competitive, universities need to closely observe the
market demands and adjust their educational programs accordingly.

On the other hand, due to diversified development needs, cormapapect programs to be
customized to their individuals needs, rather one size fits all approach. It may be connected
with the shifting reason behind educational programs. Development programs are not a result

of general policies any more, but rather gpogse to the upcoming needs.
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Development needs in leadership and management are constantly changing and evolving and
businesses and higher education institgiHEIS)need to change with them o d agjoldab

uncertaity hasimpaced every facet of life around ¢éhworld, includingSlovenia. Both
businesses and HEIls constantly work to keep up with the changes and adjust as needed.
Sometimes businesses in particular fded they are just trying to keep ups one telecom

company executive put it iatMe need to do currently, is to transform those companies into
companies that can have a sustainable busi ne
HEIs also struggl¢o keep up with the changes and develop curricula that meet the needs of
business today. This study is designed to provide recommendations to try and fill that gap

between business challenges and HEI educational offerings.

Slovenia was the first part dfugoslavia to declare independence in June of 18Bite then

Slovenia has continued to grow améch outo the international community, joining both the
European Uniomand NATO in 2004, the Eurozoime2007 and the OEDC in 2010 (BBC News,

2012) (OEDCR2018).Dueto its small size (population of just over 2 million and size of just

over 20,200 square kilometers), most businesses in Slovenia engage in some form of
international business (World Bank, 201®v er 77 percent of Ml oveni
expats of goods and services. Thisfdct ove much of Sl oveniads grc
(World Bank, 2018). Still Slovenian businesses face numerous challenges ranging )from
uncertainty in the business environment;d2anging demographics in botretivorkforce and

the customer base; and (3) increasing digitalization and role of IT in business.

Slovenia, like much of central and eastern Eureppyed steady growth in the 1990s and early
2000sS| oveni abs GDP grew on average 4.24 per ce
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economic crisis in 2008 though, Slovenia had some sever economic selthatk®, the GDP

shrank by 7.8 percent, and whiléds started to slowly grow agathe secod crisis in 2012,

brought onin part by state run banks issuing risky loans, caused the GDP to shrink by another

2.7 percent (IMF, 2016) (World Bank, 2018). Despite these obstacles, Slovenia bounced back,

and by 2017 Slovenia had an annual GDP growthaBb percent, higher than much of the rest

of Europe, and is expected to grow at the same level in 2018 (European Commissiornn2018).

fact, Slovenia is predicted to be one of the fastest growing economies in Central and Eastern
Europe in 2018 (Bouzanis 2018) . Sl oveniabs growth i s expe
labor market and a mild uptick in private consumption in conjunction with low inflation (Focus

Economics, 2018).

The recent electiohowever couldcreate a certain level of uncertainty. Following the current

trend in Europe towards increasing popularity ofrfght parties, on June 3, 2018 Slovenes

elected former Prime Minister Janez Jansa and his populist party with 25 percent of the vote
with just over half the voting population turning out to vote. Jansa claimed to be theéhadrty

owi | | put Hdwevereitnis uacerfain if Jansa Will be able to form a government

since most other party ldars have refused to form a coalitiovith him (Surk, 2018).

Sl oveni ads main business forum is worried at
the current boom in the economy. Already bond prices have been negatively affected (Novak,
2018).

Slovenia is a highly educated country, with 84cpat of students who finish secondary school

going on to tertiary education, which equals almost half of the people in Slovenia between the
ages of 19 and 24 attending university or technical school, higher than the most other countries
inthe EU (Repubi of Sl oveni a, 2018) (Gkrbec, 2018) .
study subjects in Slovenia, more than a third of all tertiary students study business, law or social
sci ence ( Ghkisisa&sgnificahtichaBge from thirty years ago. Whienehia was

part of Yugosl avia, t hmamaogemamtei tdicshaanpri aqiel
or business educatioHowever, in the miel980s, some people saw the writing on the wall. In

1986, IEDC (International Education Development Center) wasobrnhe first programs for
management education established in Slovenia (then Yugoslavia) (Purg, RO&3students

can study management education in three public universities and 13 private schools. Although,

not all of the private schools have tragiital management programs, but just have

specializations in areas such as logistics or cultural management (NAKVIS, 2018).
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This study conducted under the auspices of Lead4Skills as part of an Erasmus grant provides
valuable insight for bth business and HEIs in Slovenia as to what the current challenges are,
what is being done to address them and what still needs to be done. For this study, we
interviewed fifteen CEOs and HRMs from eleven different companies in Sloweeialrew

the samp@ from a variety of industries ranging from IT to retail to manufacturing. The
interviews took on average one hour, they were digitally recorded, transcribed and checked by
a native English speaker. The transcribed interviews were then coded by two eseparat
researchers using a westablished qualitative research methodology (Corbin & Strauss,
2015). The research findings can be divided into three primary groups: (1) current and future
business challenges, (2) current and future development needs andsi@yrinks between

businesses and management education.

As mentioned earlier, the challenges faced by businesses in Slovenia can be grouped into three
main categories: uncertainty in the business environment, changes in demographics and
increasing rolef digitalization / IT in busines$n Sloveniauncertainty occurs in many forms.

While political and economic uncertainty hawat beensignificant factors in Slovenia for the

past 25 years (Fabbri, 2016), other forms of uncertainty are of concerrsiioe$ses. Increased
pressures of globalization and increased competitixces from within and outside of Slovenia
arechallenges frequently brought up by CEOs during the interviews. In certain industries, such
as retail, competition from other parts airBpe and the rest of the world is a challenge they

are facing on a daily basiShe interviewees also see the changing business enviroromsat t

a growing concern, frorahanges in industries as a whatechanges in process, tochanges

in customer reltionsand how they interact with the businesddany executives in Slovenia

see the changinigusiness environment as the impatughange corporate cufe away from
traditional state un company <culture to one that i s
environment.However, they are frequently fighting resistance from tl&mn workforces.
Nevertheless, they realize that if they do not work to transform the corporate culture they will
have trouble dealing with the changing markets not only in Sl@bot around CEE and
beyond.

Part of the challenge businesses face when attempting to change corporate culture is the
changing demographics of the workforce in SloveSimilar to many places in the CEE, there

is a gap between the older workforce from Gaten X, who grew up under the communist
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system and Generations Y and Z, who did fdte different generations have different
expectations in the workplace which can make it difficult to recruit, motivate and retain talent.
The business executives intewed particularly cited the difficulty in addressing tleeds of
recent graduates, who grart of generations Y and Z and haveeliént expectations faheir
careersThe other issue mentioned frequently in the interviews was the lack of mobilitg of t
workforce in Slovenia, which isontrary to many of the other countries in thedgt While

other countries find thatounger workers are leaving their respective countries to find better
jobs, companies in Slovenia fintdifficult to encourage worketo relocateo where the jobs

are, particularly if they liven favorable parts of the countrsuch as Ljubljana or the coast.
Finally, executives interviewed for the study mentioned that recent graduates often lacked
practical and/or soft skills thateydesirein their workforceln other words, they felt the recent
graduates have good technical skills but lack understanding of businessgs@restow the

system works

Finally, the increasing use of digitalization and IT in business today isvangy@oncern for
businesses in Slovenia from two different ang@gjitalization is changing how businesses
interact with customers, from banks where their customers incrgasiteyact with them only
online, to retail industries whose customersmeeeasingly expecting more lme options over

the brick and mortar onegfigitalization is also shaping how businesses interact with the
business environment as a whadManufacturing firms, for example, are recognizing that
technology and digitalization @igoing to require them tethink their business models. Even
industries that have bedm focused from the beginning are realizing that digitalization is
allowing new competitors easy access to their markiets, forcing them into increasingly

competitive situations that drive down profit margins.

Current and future development needs for companies in Slovenia reflect the businesses
challenges and can be categorized into to two different groups, soft/ practical skills and
specialized skillsExecutives are particularly concerned with tlaek d soft skills in their
employee.They indicatethat universitieddo a very good job training studenis technical
subjects, but neglect other aspeadtf business.Executives saythat skills such as
commurication, teambuilding, sales, and negotiationkich are critical when dealing with
people,are sorely lacking. Several companies mggecial note that it was difficult to hire

good sales people. Other areas where exesusa® management developmtatt should be
fulfilled by HEIs is the critical areas oflecision making, problem solving and project

managemenSeveraHR managers pointed to the falsat recent graduates have trouble with
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decision making skills and have trouble taking responsibditytfeir decisionsThese arelslls
that HR managers believe can and should be better developed while stwdesit intheir
universityprogramsFor middle andipper management, executives aeeed for development

in leadership development andagéygic thinking.

With regards to specialized skills, companies did focus on IT skills, particularly with regard to
digitalization.However, they sethis development need more for exigt@mployees needing

to keep up with the changes in business toddégng the same lingexecutive participating

in the study sea need foispecialized trainingvi t h r el evant skills for
ervironment.ln essence, they seeneed for employees to be training for the new jobs in their
industry that did not exist even a few years ago and learning more advanced IT and

digitalization skills.

The number one misgy link business executives have identified between business dsd HE
is the lack of cooperation betweerettwo entitiesBusinesses believe that HEIs afften out

of touch wth market needs. Companisaythat HEIs should do a better job of shaping their
curricula to what businesses need today and in the fditiven &ked about specific topitisat
executives in Sloveniafeelear mi ssing i n todayossthefmcugswassi ty
decidedlyon sof skills. Many executives notthat universities provide a very good education
on the technical skills within ehdield of study, but that they do not offer the students much
outside their field of study.lssues such as career development, decision making,
entrepreneurship skills, creation of new knowledge and otheslgthét the executives felt are
critical to treir businesses, aoften ignoredAs one executive noted, in her industry employees
are required to have certain degrees to sell their products, and the new hirebdinéelds

very well, but danot know how to sell.

Findly, executives in Sloveniaay that HEIs do notlo a good job of connectintpeory to
practice. While they confirm HEIs do a good job teaching thenportant theoretical
underpinnings of theirespective fields to their studentsgy are not doing enough to bridge
the theoretical tgractical applications in business. Without this bridge of relevathee,

students arenprepared for the realities of the business world.
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Several strong recommendations for both business and HEIs came out of theofeudts
study.The primary result for both parties was to strengthen the communication and cooperation
between the HEIs and businesdasspecific, in order to better connect theory with practice,
we recommend that business work with HEIs to establisterbetternship programs and
work/study programdn Slovenia, as several executives in the study note, internships tend to
be handled on a company by company bdsisusiness and HEIs work more closely, they
could establish a centralized system withia HEIl for internshipsFurther, to help facilitate

the development of internship programs, businesses could work with HEIs to bring real life
business problems into the classrode also recommend that in order to ensure that HEIs are
better meeting markaeeds, that business work more closely with HEIs to develop curricula

that will meet development needs now and into the future.

For HEIls specifically we recommend that universities build more practical skills into the
curriculum.This includesmodules o people skills, communication, problem solving, critical
thinking, decision making and negotiatioitiese humanistic and emotional intelligence skills

would go a long way to meeting mamy the development needs of companies in Slovenia.

While adding newseparate courses to the curriculum might be problematic, these skills could

be built into existing courses with the use on practical applications of the theory, such as live
case studies working with local businesdégally, we recommend that HEIs padlarly

of fering masteré6s programs build more secto

executive training.

For busiresses, in addition to the afarentioned cooperation with HEIs, wecommend that

they adjustin-company training to meet thmeeeds of the current employees and monitor and
adjust said training to meet changing business challenges within the conmpadgition, we
strongly encourage businesses to work with HEIs to develop live cases, internships and
work/study programg/hichwill help students connect the theories to business practice in a real
and tangible wayFinally, we recommend that businesses provide management and leadership
training to every level of management in the company, in order to develop future ea®cutiv
earlier in their careerBusiness should not wait until someone is promoted to a leadership

position to train thenon how to be a leader.

In conclusion, this study offers some valuable insights into the current business environment in

Slovenia. Current busingschallenges focus primarily on the rapidly changing business
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environment in Slovenia and around the world and how it impacts day to day operations in
business anddw businesses will function ithe future.Companies see specific current and
future needsied closely with he business challenges today, which includsgsing people to

be reag for future business evolutioas well.Finally, many of the miseg links perceived by
business executivesan be connected to the traditional lack of coopardi@iween HEIs and
businessTherefore, we recommend that increasing cooperation betweeressss and their

local HEIs willnot only address many of these missing ljftkg will help businesses deal with

the fluid modernity they are currently facing irettvorld today.
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Cross Country Report

In the following chapter, weprovidean overview or a synthesis of individual country reports.

We identify country specifics and look for common challenges, which reflect the situation in
the CEE region and sometimes even on a broader European level or globally. We ahehtify
highlight keyissues and challenges in business environment as well as management and
leadership development needs and practices to date, and identify gaps which need to be

addressed.

Business Challenges

While some challenges haaéirect relatioshipto political andeconomidransitions that these
countrieshave faced in their recent past, ottdrallenges clearly show direct links to

technological, demographical and social changes happening on the global level today.

There is a long list of business challendes bur respondents identify, arldese can mostly
be condased into four groups of keshallenges(1) Uncertainty, (2) Demograph@ehanges,
(3) Changing Customer needs and wants(4pDigitalizaion. It is important to note that these

challenges are almbalways intertwinegwhich increases the overall impact.

It is indeed important to note that change has become a constant of modern society, but for CEE
countries included in our reged, this holds especially true. time last two decades, they have
truly witnessed monumental changes on essentially all societal levels. Caufhiehe recent
economic crise which had a significant impact on growth for most of CEE countries, it comes
as no surprise thdfl) uncertainty is perceived as one of the graatballenges in all these
countries and by managers from all types of indusffies uncertainty derives from a diverse
mixture of variables such as dlemging workforce demographics, inability to develop
sufficiently skilled workforce generational ggpoolitical uncertainty, local and EU legislative
issues rapidly changing markets, etdn interesting type of uncertainty is also uncertainty
about the future. Managersalize that customend market trendss well as the economic
climate are constantly changing, but being able to sufficiently interpret tr@ewdocioe
economic environmerand preditthese changes is something mamgnayers so not feel they

are competent to dé\t least noadequatelyenoughAll these factors when comlad, have a
wide societal impagtwhich of course includes impacts on both business and educational
sectorsas well.The increasing numbef change factors arttie rate of change adescribed

well by an interviewee from Estonia:
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Al n t he e chusinessihe nostdnpartant thing is to adapt to the changing
situation. These changes that earlier might have happened over a pefivel toften
years, today happen in two years or even as little as half a year. For instance
consumption trends but aletanging prices and taxation rates that are outside our

direct iTBsforhiau e nc e 0 .

While it is true that (2Demographic changes often also relate to uncertawgymust take
them as a separate challenge. Main reason for this is that unlike the ecrrsmmetimes even
techhologies which are often prone tisruption and sudden changes and are thus hard to
predict, demographic changes happen Blownd are often fairly easily tracked and
guantifiable. But although they are fairly easily predicted, gtdlyhave an immense impact

throughout the whole sociapectrum

In essence, changing demographice ar global trend, so it comes as surprise that

respondents in all participating countries reported changing demographesbasiness

challenge fordeveloping a strong and capable workforéging population with longer

working-years means that younger and older genestiome into more direct contact and
interaction with each other at the workplace which brings the generatioriahgdgly reportel

by the respondents.

Demographical changes also bring new generations with new values and lifestyles, having a

direct impact on the working environment, or as one respondent gives an example:

AThe younger managers t hat requitediffeem ¢ o mi

ng

from the old oneséexample with an ol d man

Now, the communication i s dSlovehiar ent |, t he

Younger generations are also more flexible and mobile. They are aware afpjp@itunities
and are much more ger to pursue their ambitiotisan previous generations dighich resits

in higher migration rates

~

Al can use any of those guy [graduates]
earning money for me they jusigk their things and go to Germany for ten times of

the mowe y -Hangary

Aii n Pol and we start to | ack GegrmanyogGrgate opl e
Bri t &oland 0
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Peopleare mobile withintheir countries and migrate internally, following opportias, often

moving more than once when changing their workplaces. But there are exceptions to this,
especially apparent in Slovenia, where for instaigge opl e who | i ve on tF
prepared to move or Changihgdedmics, agidmpreiechbythe u b | |

regpondents, sometimes also resnlproblems finding the right people for the job.

New generabns also bring (3) changing customers with different expectatiautsit B not

only consumer habits dhe younger generatiorisat have changed, all consumer habits and
expectations are in fluxor CEE countries participating in the researttte market economy
principles that began to appear in the 1990s resulted immediately in greater choices of products
and services. For exanie, dter thechangs to thepolitical and ecnomic systems of most CEE
countries,shelves becaeflooded with different productsnd private servicessprang up to

meet the demand of the populace. This rapid change in the pladeehad a dramatic impact

on how customers viewed issues such as custeareice.Prior to the fall of Communism,
customers hado doice. Now, if a customer is not satisfied, he or she can take her buying

power elsewhere, including online

Technological adwacements, especialtigital technologieshavebrought the lggest changes

in the last decad€€onsumers have become much more informed and have higher expectations
This means that coupled with almost infinite choice, consumage becme extremely price
conscious and mudbss loyal © brands. The impact of thisnsost widely reported by retailers

which for them, means much lower profit margins.

AStrategic question in Slovenia is mainly related to the change of conbehearior The fact

is Slovenia is a very competitive market, consumers are becomidgyabnvery opportunistic,

and thepressure on the margin is very high. Margins are decreasing as a result of higher
investments in promotion and advertising plus lowecgsi n t er ms of the p

(Slovenia)

The challenge of (4) Digitalization is also something reported through all partigpaii
countries. Aongwith issues related to thehanging workforce demographjatigitalization is

the most frequently repodechallenge. With digitalization, chge and innovation happens at
unprecedented rag@nd companies that are not able to follow the trends are left behind, while
those that manage to breakthrough, become important innovaibes. influence of
digitalization is so vast that even companies with analogue products and servicesetiger

mustadjust or even transform.
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In addition tooffering immense potential for vare optimizationsaccess and analysis of big
data has provides competitiiresightsfor busnesses. However, keeping all the data sate
challenge untatself. As one of participants of our public event on digitalization nadath

protection is the most important issue of a modern digital company.

With digitalization,new companiesre emergindhat upgrade current products and services
and offer ompletely new products and services, well. An interesting phenomenon are
companies that are taking advantage of infrastructure of the old companies in such a way that

these companies dwt have a way to profit from this.

A good example are the so call@e®@TT, Over the Top companies, Skype, Viber, WhatsApp,
Facebook. So, the majority of the written messages already are going through those channels,

completely for free, working on ourfir a s t r iSoveniar e . 0

With companies not knowing exactly how to adjust, interestingfwamstions can take place
as was the case fone of the traditional telecom companies participating in the research that

has decided to slowly venture in to othedustries

In addition to thechallenges digitalization ignposing from outside, there are also important
internal dallenges pushing fronwithin the companies. Digitalization brings not only
technological changes, but also organizational changes which run far deeper than appointing a
person or a departmerd be responsible for this fieltt.is definitely much more than simply

changing fron pen to screen.

Importantly, companies caset holistic digital strategies amttvelopneeded organizational
structuresbut without buyin from employees who see the benefits and are willing to change,

the new initiatives often stall. Without strategigmmunications and transparent information

from senior managers, any change to operations and processes are usually seen as a threat to
employeesLearning how to initiate change strategies that ssckomething that companies

and educational institutiewill definitely need to address together.

We would also like to add an interesting observation that the topics of sustainability, corporate
social responsibility (CSR) and business ethics did not emerge at the interviews we have
conducted. Besides one nager mentioninghe difficulties of forming sustainable business
models in an unsustainable world, research resposmda@hinot mention these topics when
discussing challenges and missing links. However, the situation was quite different at the

conferencs we haveorganized
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At our first conference on best practices in management education which we held in Riga,
sustainability and ethics were tvad the most reoccurring topics when we were running a recap
and conference evaluation session. At the conference on digitalization in management
education, ethics and CSR were important topics again. For this reason, we have organized an
additional confeznce on sustainable innovation. While it is true that most participants were
representatives from companies interested in CSR, it was still surprising to see that 55% of
participants stated that CSR can provide significant catiygetidvantage, 45% agreedth

that statement partially, while no one was against it. 75% of participants also agreed that

sustainability for companies represents more than just ensuring compliance.

Current and Future Development Needs

There is mucltommon ground in companies across all seven coantfien it comes to their

current and future development neaasl what they need from HEIs. Companies know they

need people with excellent communication skills, but they also know that the true dfivers o
business are technological advances in digitalization and artificial intelligdsioae company

in Lithuania put it:A é i t i's very important to follow wh

~ s

t echnol amgd @e@lare old technologies with new onesasn as possible .

The need for specialized or relevant skills was mentioned just as frequently as IT/digitalization
skills by companies in their interviews. Because of the rapidly changing environment driven by
technology and digitalization, companies aeeing the need for people that are trained in these

new fields that digitalization has creatétbwever, the training for many of these common
development needs seemed to be targeted to current employees rather than futdsecraes.
respondent indi¢ad fiThe Company has created its own school in order to prepare particular
speci al it eonpanygrows" their own employeesd Croatian company made this

clear by sayingiiManagers and supervisors are those who need most education in order to
broaden their horizons; employees older thar5@5should be educated on the necessity of
change and adapti on dinnorddr todtayycorspétitivem the laloe s s  wo

marketo

Finally, leadership development was mentioned by companies frooi thig seven countries.
This is particulay relevant to thehanging workforce dynamics mentioned by companies in
every country in this studiLeadersieed to have the skilte manage the changing tewlogies
and the skills to manage the challeng®aterelated to the new workforce dynamics. One HR
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manager from Hungary phrased it thiswayywe put mor e f ocus on t he
to run organizationsé basically we are tal§k
about leadership, how to nugood quality, development discussion, and so on [...] coaching is

the preferred | eadership intervention. o

Though mentioned less frequently, strategic thinking and business management are also
development needs that companies see as iargoithis aligs with the idea that companies

want employeg that are able to see the pigture.As one HR manager in Estonia suggested
ATeamwork should be developed. To see the en

see the proess from the start to theel . 0

A company in Lithuania also said thedining was important in ordér éthat employees would
have all [organizational]v a | u essréd tofickeate value for the company, foreth
organi zation and stakehol ders. o

The need for dbor practical skills werenentioned, just not as frequently as the ones mentioned
above.The need to develop people skills for instance was mentioned by companies in five out
of the seven countriesCompanies frequently lamented that people skills such as
communication, negotiatig sales and other customer oriented skills were lacking not only in
their current employees but in new graduaasswell As one Slovene manager saidl t hi nk
that our current challenge is to have motivated and engaged people with technical knowledge
and soft skills. I think that this is really important and that people we employ déteof
technical knowledge, but not so soft skills, like communication, negotiation skills, team work

experience and so ono

There were several development needs relatgabople skills that wenegularly mentioned.

One of tle business challengesentioned in the interviews was the changing face of the
customer. That fact that customer needs are changing is driving companies to train their
employees to be more customectised.So companies in multiple countries in this study
mentioned the need for skills such as teambuilding, communication, sales and negotiations and
sales in order to have employees that are able to build value for the cusEbraearsompanies

that didnot see themselves as traditional sales or retail organizations still saw customer service

as importantThe CEO of an IT company in Estonia saw thisnéed:n or der t o be c
more added value should be offered to the client. We have to develomiark those activities

that increase our value creation capability
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One of the reasons that soft skills weot mentioned as often as a development iseleelcause

Asoft skill so adneasdrdMhdniaskad What sheaneahtehy sofhskills,ane
HR manager in Slovenia said the followiigf or new empl oyees | t hink
to have soft skill s, more knowl edgdataimout fi

the interviewshe listed multiple soft skills she feels new employees need to develop including,
Afemoti onal i ntelligence, team building, com
and innovation, negotiation, conflict management, business ethics, time mangderagn

cul tur es, Thsodan make dewelopment in soft skills difficult to quantify and

measure what exactly is needed.

Part of the challenge faced by companghow to address the needed changesvandshould

be doing itOne company from Latvia clarified this dilemmawélT her e i s a gut f
we need change, but we do not have yet an understanding what exactly might be needed. We
are looking for some good practical examples, but there is very little comparatlyssianof
organi zational design. o

There is arassumptiorby businessethat the development needs should not only be addressed

by the companies but alsxy the HEIsCompanies cannot do it all by themselves and they need

HEIs to be partners with ther@neHR manger from Lithuania statefiGraduates have not

had enough practice, their knowledge is rat]

cooperation betweenurewr si ti es, coll eges and business. 0

Missing Links between Business and Education

A Y o u sayng that there are weak links between business and the university, have you showed

any? Because first there have to-Ptaad any | i nk

The most common Omissing | inkd bet wthegeis bus i n
no link to start withCompanies in every country in this study lamented that there is little to no
cooperation between HEIs and local businegddesiever, for the most part interviewees did

not have many suggestions as to how to change Thate does seem however, to be an
assumption that it is the responsibility of the HEIs to initiate this relation&kipne company
inPolandstatedi [ t her e i s] no initiative from univer

business, to engage in coopton with businesé
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One HR magger from Lithuania offered some suggestions while at the same titimg the

lack of collaborationfiThere is no collaboration initiative from higher education institutions,
even though it would be unbelievably useful both sides . Thatdperson recommended
col | ab or anviiatom and integration af business representatives in schools and to
engage business representatives in the activities of univershiethe same time, companies

c a ninvite people fom academia to participate in their production meetings

While this HR manager did offer suggestions for both HEIs and businesses, overwhelmingly

the push was for HEIs to take the lead in developing thesefinksn i ver si ti es sholt
a higher levein the future, as we already have a gap in the present. The majority of future jobs

will be done by software or robots, high value adding jobs will be identified and low value,
administrative tasks will be performed by machines. What we need are cdiipkéxg

employees. Education should not prepare people who are able to do what a typing monkey can

do (li ke simple accounting tasks, data entry

Other common missing link comments addressed some of the issues brought up in the areas of
business cillenges and development neetisaching practical or soft skills and integrating

theory and practice. The majority opinion was that HEIs did not do enough to promote these
areas of learning. One interviewee from Lithuania put it very blumiyn i ver si t i e s
infrastructure is out of date®ne CEO from Estoniaalsosaids:Ai But | t hink t her
a gap between university education and how it relates to the business warldXecutive

from Latvia further emphasized the lack of practeglerience in the classroomEd uc at i onal
institutions should know issues in corporations. Trainings sometimes are difficult when
delivered by purely academic trainers based on theory only. Our employees always question

the suitability of theories. Trainers shouildve eatenthesaitf busi ness. 0

Finally, other commonly mentioned missing links relate to career development, creating new
knowledge and teaching decision makig.Slovene executive offered these suggestions:

A lPograms on taking responsibility for decisions, accepting geawillingness to be flexible

and thinking outside the baxOne executive in Croatia believed that this process should start

long before the student enters an HiStarting from elementary school up to higher education

we need to develop communicatiok isl | s , assertiveness and i
institution would be the one that teaches students how to think and incorporate new knowledge

and develop their own potential o.
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To accomplish these goals business leaders feel that HEIs should develop new teaching

methodologies and not stick to how things have always been done. As one executive from

Slovenia said:i Pofessors telling mesomething tat happened 20 years ago with som

company, and | dondét want to see Apple case

i ke

to see something that is connected

One suggestion that was made by businesses in several countries waslop thternship

t

o

programs to enable students to gain real world practical experience while still in university. The

problem is that many places to not have such programs in placene HR manager from

Slovenia statedi he practical summer jobs, thelt®iships, the internships, this culture is not

developed here An executive from Hungary stressed the same pointt woul d be

al

if we would manage to work closer together and invite more internship opportunities so that

they [students] couldtart learning what the real life is, whilst still at the university [...] and it

ps.

hel

]

For the most part the discussion into the missing links focused on what HEIs could do for the

businesses, by connecting theory to practice and teaching more grdtcal skills.But the

interviewees were also quick to recognize that there needs to be a stronger link between HEIs

and local businesses to help ensure that current and future employees are prepared to deal with

the liquid modernity in which we currdptexist.
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Appendix: Short Cases Collection

Short Cases from Croatia

Rebeka Danijela VlahgWaulty ofEconomics and Business, University of Zagreb

As corporate social responsibility (CSR) became one of the standard business practices in the
contemporary business, the establishment of the CSR strategy is a crucial component of a
companyods c o nspnethingihatrsiesidbe ladby the firm itself. It should include
policies and procedures which integrate social, environmental, ethical, human rights or
consumer concerns into business operations and core strategy. For companies, the overall aim
should ke to achieve a positive impact on society as a whole while maximizing the creation of

shared value for the owners of the business, its employees, shareholders and stakeholders

Dalekovod was founded in 1949 with production, construction and erection of transmission
lines, switchgears and substations as its core business. Over the years, the company employed
young experts and constantly invested in their training, as well asadogpt technologies and
tools, which in the end resulted in extending the scope of their activities. In over 65 years of
existence, Dalekovod grew into a group of sophisticated privatehed companies operating
worldwide, which offer high quality produstand services aligned with ISO9001 (continual
improvement of product quality and process management), 1SO14001 (care for the
environment) and OHSAS 18001 (improving health and occupational safety) standards. Their
business includes: (1) electrical powdeitity (eg. 0.4 to 1000kV transmission line), (2) sub
stations of all types and voltage levels (up to 500kV)a{@)underground and marine cables
(rated up to 110kV), (4) telecommunications utilities, (5) all types of networks and antennas,
(6) producton of suspension and jointing equipment for all types of transmission lines and
substations (between 0.4 and 500kV), (7) development and construction of all metal parts for

roadways (especially for road lighting, protective fencing and traffic signalga(®) tunnel

L https://www.financierworldwide.com/the-importance-of-corporate-social-responsibility/#.W82AHXsza70
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lighting and traffic managemeand (9) electrification of railway and tramway lines in cities.
Further, they are focused on thalue creation in business for its operations and responsible
behavior in society which complies with the intref the wider community and requirements
related to environmental protection. In accordance to their development strategy as a socially
responsible group, they are also activedrporate philanthropy through sponsoring humanitarian

activities, sciencand education, culture and art, sport, sustainable development and health.
The utmost attention is devoted to the two aspects of social responsibility:

1. Human and workersd rights and ensuring a safe
Dalekovod employs around 1500 peopled recognizes their competence and reliability to be the
greatest asset, therefore constantly invests in human resources and promotes the professional potential
of its employees. They use a program for the additional training of employees, as wedpgmthanity
for |l earning and prequalification regardless of
conducted by the Human Resources Department. The quality, frequency and timing of the education
have a significant impact on the sustainapiiind competitiveness of the company, therefore the
program is adapted to the companyds requirement
includes required qualifications for the current job. It is divided into several forms of education like |
foreign languages (regarding the needs on specific market), certification exams and a specter of training
I professional seminars, programs for managers, undergraduate and graduate study program and PhD

program.

In their operations, they follow interti@nally prescribed human and civil rights and protect dignity and
reputation of every employee. Discrimination and harassment due to their sex, race, religion, national
or political orientation, physical disabilities, age, family status, personal chiésacseand convictions

is not allowed. Equal salaries for equal work principles are applied in the entire organization and the
freedom of association and collective negotiations are recognized. The Collective Agreement extends
beyond legal rights and ab®average in the specific industrial sector. All forms of forced or child labor
are eliminated and working conditions are constantly improving (testing and inspecting working
environment, testing and inspecting machinery and devices, and other actgtiedimg work safety,
training and insurance from consequences of safety risks, specific work practices, injuries at work, etc.).
Also, according to the Occupational Safety Act, a certain number of workers is qualified to administer

first aid (one on fiftyemployees).

2. Environmental protection
In its operations, Dalekovod continuously resolves the issues related to the environmental
protection, initiates actions with the goal of promoting responsible relationship towards the

environment, and encourage deystent and adoption of environmentally acceptable
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technology. It has one of the best established and applicable systems in Croatia. In applying
ISO 14001standard, continual controlnd monitoring are performed related to energy

consumption and its rational use, pollutants in the air and water, reducing and adequately
managing industrial waste and reusing it wherever possible, as well as using ecologically

acceptable technologies anmgpesses.

These two aspects combined with quality end products make the basis for the sustainable
development of the group, integrating the unavoidable relationship between the desire for
economic growth and the desire for a healthy organization intencbéxternal environment.

However, whether it will be enough to maintain a successful business in the contemporary

businessonditions remains to be seen.

Tanj a SJeélg&m a Raiilty of Edonomics and Busineshiversity of Zagreb

Krag' hi story began in 1911 when the Union
industrial chocolate maker in Sodfast Europe. In 1923, also in Zagreb, Bizjak started its
production of bisuits, cookies and wafers and in 1950, Union, Bizjak and other smaller

confectionery producers from Zagreb joined to form a company operating under the name Josip

Krag. Josi p -fasciatdighterasd praminerd ledder of the former trade union
movement.

Today Krag is the |l eading Croatian manufactu
i s also the | argest confectionery producer

companies that is not a multinational corporation and has alridsh@s of confectionery
products in its assortment. It is one of the top ten companies in the domestic food industry with

its annual production exceeding 33,000 tons of confectionery products.

Krag' devel op meaoari¢ented With anrsemphasan steergthenng the leading

position in the markets of the region where it already operates through its own commercial
subsidiari es. Even though Krag is currently
liberalization after entering the EU andiththe increase in the number of foreign competitors,

its position has gotten much more vulnerabl
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intensified with a focus on competitive differentiation through brands dating all the way back
to the 30s. Thaim of this differentiation strategy is both to increase market share as well as
customer | oyalty and retention. Krag has ex!
and R&D which helped build Kragd strming mar k

technology and new product development.

Krag is focused on providing its employees
opportunities through the process of lifelong learning. This all started in thE9&s, when

Krag devel oprtedona afthe firshpmjeocts fioeeducation and development of the
company6s management which evolved into what
Academy employees have the opportunity to adopt new knowledge and develop skills to
increase theirefficiency and be up to date with current changes and trends happening
worldwide. Employee creativity and innovation are highly encouraged and adequately

rewarded.

Krag also pays great attention to the ESOP p
was first implemented in 2001 with the main goal of the program being protection against
unwanted, hostile takeovers. Nowadays, ESOP leads to a synergy in managyepiegee
relations in Krag and encourages emptleoyee p

business results and preserving the ownership structure.

Mi sl av Ante Omazil, Faulty of Economics and

AWe empl oy the insecur e peopslthebpering $estenceoft a |
the job advertisement cl ai med b y-owarskofter Mar ¢
FIVE agency, on their company's Facebook page. On the one hand that was a rather unusual
publication, on the other hand, it representedgeghbip between competences that educational
institutions offer and characteristics employers seek for their new employees. While a couple

of years ago, having a university degree was enough to get a job, nowadays employers look for
more than just a univetgidiploma. "We are looking for right attitude. We are looking for
employees who are curious, constantly improving their skills and who are quick learners.” said

Luka Abrus, other cowner of the FIVE, and continues: "While business market is improving
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rapdly and economy is growing, educational institutions are lagging behind and they are not
following the market needs at the same speed." The following case study represents the FIVE
agency and its management decisions while dealing with problems of fihéimght people

to improve their business model.

FIVE is a mobile design and devel opment agen
and Luka Abrus. After they left Microsoft in 2007, they both wanted to bring technology and
people closer togethby building awarewinning digital products that generate returns for their

clients, and they succeeded. Ten years later, they employ 140 IT experts in their offices in New
York, USA and throughout Croatia. Besides delivering value to their clients, dhistlyey

expect more than 50 million kunas (around 6.75 million Euros) of revenue.

Besides offering the worldlass products, FIVE offers competitive position analysis,-well
elaborated growth strategy, woithss design, client orientated developmemality

assurance, customer service and support to their clients, some of them being major brands such
as Rosetta Stone, Matrriott International, Penguin Random House, Napster and Choice Hotels.
They owe their success to the quality of their work and oglahiip they build with their clients.

They not only Dbuild successful products that
in everything that follows: they set the growth strategy, deliver the product, and continually
track, analyze and optimizdl the funnels. Finally, it all comes down to app revenue, and FIVE

also relentlessly optimizes engagement and retention for their clients.

Since they have 100% turned to export and almost exclusively to their US clients, they are
battling on the most eopetitive of all world's digital battlefields and that is not easy for a

Croatian company. However, they say it is more difficult to create a company focused on the
domestic market that is exceptionally small and at the same time overwhelmed by obsolete IT
companies that hold most of the market, which also explains their decision to work on US

market.

To be able to deliver the best value for money products and services to their clients, they need
employees with a certain mindset, set of skills and expeg8sevhat they were referring to in

their Facebook job advertisement, was that they were looking for employees who are not
overconfident in their decisions, who reconsider their knowledge, always question premises
and do not think that they know everythirin short, the ones who are constantly curious. A

person who is full of oneselfandoveronf i dent i n his/ hers deci si
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flago at FIVE's selection process. |l tds been
modest andhever arrogant. FIVE tends to create awareness that their client knows much more
about their business model than they do, and they always have to learn a lot in order to

understand clientds problems and their value

Whenever major changes are takiplace, such as the industrial revolution, labor market
disturbances arise. ITC with constant innovation is actually constantly creating a revolution,
and the labor market fails to respond to its needs. Therefore, in FIVE they are well aware that
it is necessary to react immediately. However, despite their continues search for new employees
and attractive compensation packages they offer, they always lack good people. "There is no
such thing as enough human talent. We are always short on that accowmgkinat we do

owe everything to our employees."”, said Luka Abrus. They are mostly hiring skilled engineers
and designers, but as well as most Croatian companies in ICT sector, they are also facing the
problem of migrations of employees to mainly Germdrstand and Scandinavian countries.

In FIVE they are aware that it is not just a matter of earnings because generally excellent people
who are very well paid and are having interesting jobs are also leaving the country. One of the
reasons is that theseqpde are looking for challenges and there are more opportunities for self
development abroad, the second problem is that they are usually having young families and
their husbands or wives cannot find satisfying jobs in Croatia and they are often thehones w

initiate a departure.

After reading the case, please check FIVE websitéins://five.agency
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Short Cases from Estonia

Marge SassiEstonian Business School

How to manage diversity? We have all heard how diversity makes us richer and everybody can
benefit from it. What about the uncertainty it creates? Both high level of uncertainty and
diversity are factors affecting most of the aoiganizations. And still organizations like
Estonian National Opera (ESTONIA) are filled with people full of motivation, inspiration and

innovation. What is their magic trick to sol

Introduction

Estonian National Opera is like a little staté takes care of itself and feeds ones and others
hunger for artistic miraclésconsisting of wood workshoguesthousecatering, etc. There are
many Af Amatireso on t he s ttlei time initheatrewithitheit s pen
childrengrowing up in theatre magic. This is in a way symbolic, since raising new generations
(of bothaudience and personnel) is always one of the priofdrethe theatre. However, there

is at least one big differeeacompared to the Republic of Estoniapera theatre is very diverse

in sense of nationalities represented, while Estonia as a national state is ratfoégrant and

in political rhetoric seems not to benefit from diversity. However, not just the euofb
different nationalities represented is tremendous in ESTONI#o educational, professional

and age backgrounds of artistic staff involved are very different. In that sense, the tensions in
ESTONIA could be compared to Babylonian mess. This leads tise questiondoes the
diversity in artorganization create a mess artbecontrary, differences complement each other

and form a perfect whole?
Specifics afreative personnel

People working in theatre are considered to be more immediate and ptestian in a typical

busi ness olrignaveribariagtinioortheaits HR manager K2rt Kinr
of the staffarevery dedicated and work with passion which is wonderful of course. On the other

hand, burrouts arevery common irtheartistic world. One way to avoid that is rotation. Once
peryear, there is a day of fAchangi agarketogdos 0 i n

person possibility to decorate the stagele ballerina can practice writing marketing texts for
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social mediaThis kind of activities are not just fighting against the routine on individual level,
they also help to improve the working processes collecti®aberson in a new role is expected
to suggest innovative ideas for improving the,jabd those ideas wiklways be at least

considered if not implemented.

Personnegpbolicy

Even though for fillingin some artistic positions sometimes héaahting or word of mouth
method is used, many candidates worldwide apply. As a result, 27% of artistic positions are
filled with professionalsdrom outside the Republic of Estonia. The adistirative staff is
recruited from open job market and consistinly of local people. The service positions are
filled mainly with arts students. Often people employed for technical positions do not have all
necessary qualificatiorend on-site training isoffered. For instance, traineeship in the Color
Workshop lasts for approximatetwo years as it is a very specific job and no educational
institution worldwide prepares that kinds of specialists. Cooperation with universitiesaplays
important role asticontributes directly to raising the new generatbistaff HR department

al ways tries to f i ndwhaundarstanéthesartsworlflomeckampesc i a |
of trainings regularly provided for the staficlude languages, technical workgh® team
building, first aid, security and service culture. As Kinnas siy¢/e ar e very prou
educat i on adthqughygarystaffGurnoviereoutl0%, it is mainly caused by the

fact that most of the contracts are fixtedm.

Managerid challenges

Broadly said, in the theatre there are over 20 different business sectors wodetiter.It

could be seen as a breakdown of the whole society. The managers need to be there for each and
everybody, take car e awabergifferert tbay drane voastagtlip o dy 6 s
stick to the joint goal. This require@slot of efforts and profound planniran every possible

level. Diversity at workplace is a highly valualled at the same tingevery complicated issue.

Ka2rt Ki n ntlaasonesatsa hasst® teke into account that the new generation thinks and
works completely differently. For many young people employed in ESTONIA, it is their first
working place ever. Some artists are very yquogming directly from ballet schosl
Surpisingly there are only foyseople working in the personnel department that have to handle

all the staffissuesOne more daily challenge is the cultural background of the artisticdtaff

they come from 19 countriéscludingJapan, Russia, Belorussé) and all of them need to

be adapted to Estonian society both in broader and narrower sense. No external integration
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training fulfills their needs. Thus, partly also integration issues lie on the shoulders of HR

department and direct supervisors.

Motivation andorganizational culture

Thereis a welldeveloped motivation system taking into account the needs of very diverse staff.
The list of benefits is long, just to give some examples: 49 days annual leave for artistic
personnel, each season beginniniiwwecognition of good work, bonus in case a child is born,
school graduated or getting married, etc. Training is also seen as a b@8nurses each year

a local or external coach is training the personnel on specificbasés issue#\lso, variety

of joint events contribute to the staff motivation. It is not just about the event itself but the
cooperation before, during and after it. For instance, for the Theatre Fair, the whole staff is
contributing and the HR department is responsible for thenfi@eket. In order to keep the
traditions alive, on the theatre birthday current and previous workers of ESTONIA meet in an
open atmosphere behind a cup of coffee and this way the ties between the generations are
tightened. HR manager stresses how impoitaatto keep the history alive, as there are 600

E ST ON Ilulnidi la order to be aware of current trends in the field, study visits to other
theatres worldwide areegularly organizedThis is a good way for team building but it also

helpsthe managersnderstand what kind of competences are needed internally.

Planning andnalyzing

National Opera Act regulates the priorities and sets the indicators for ESTONIA. Internal Arts
Council is involved in setting the repertory for32years. When planning, bofinancial
arguments and ¥etobdtakentinito@accaynt.&$ an intgrésting agument, also
external invitations to foreign countries for guest performances are related tteiong

planning.

HR manager stresses that the working cultufeSiT ONIA is very open and there is no fear,
thus everybody can express themselves freely. Therefore, also feaybtark is kept as
informal as possible. Everybody is expected toganlywhat they think this expectation is

gr ound e dbyintervdiwso® dwi t h | eaving staff.

Dreaming for a moment

The financial resources available in ESTONIA are quite limited even though the theatre is state
owned and acting based on a National Opera Act. HR manager states, that if everything would

73



be possible, she would focus fiwe following areas: invest more into working environment,
raise the salaries up to competitive level, recruit more people (in order to avoioub)ropen
an inhouse childcare and somehow create more space for evegrfdiialso the venue as such

is literally very limited).

Technological solution to bring some system to the chaos

The management of ESTONIA is very proud that ESTONIA is, technelosg, coping very

wel | . AWIi th 1T nitiative oibns & iow personM?, &e mved c 0|
devel oped our own electronic working plan s
successful and other Estonian theatres use it now as well. The system connects the tasks with

payrolls, etc. Thus, it links the resoureéth events.

Possible discussion questions

Here you can find some questions applicable to foster the discussion among the BA students.
The focus of the discussion could be either on diversity management, strategic management,
organizational culture, pemnel policy, diversity at workplace or any other management
related topic.The bllowing questions are suggested by the author:
1 Indicate the challenges of the existing diversity stratégieksat could be changed

in order to acquire higher level of effacness in the organization?

SWOT analyis of the personnel policy

SWOT analyis of the strategic planning

Suggest additional cosfffective solutions to solve the existing challenges and

shortcomings

T » rKaarelson, Estonian Business School

The last flight of the national airline Estonian Air landed at Tallinn Airport, its homer&irp

on 7 November 2015 at B3Q. It had been 24 years from the first flight of the airline.
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The company was established ir91%y the Estonian government with aircsatquired from
the defunct local Aeroflot Division. The flag carrier airline of Estonia had offered flight
connections to the biggeseéntersof Europe with the purpose to facilitate the development of

Estonian eonomy and enlarge the travel options of people.

Environmental threats in an aviation industry

The local airlines like Estonian Air operate on thin ice with regard to economic effici@pe.

and tight competition and the impact of other environmentaébifa have forced many national

and local airlines out of the market. It was already in September 2007 when the recent ex
President of Estonian Air published a newspa

are we able to fly under the brand natheocEst oni an Ai r ?0

By the time the newspaper article was published, the aviation industry was exiting the cycle of
crisis that had started on 11 September 2001. The events that took place on that day had sparked
worldwide crisis in the aviation industry. Gime other hand, factossich aghe rise in salaries

due to the pressure of trade unions, relaxatbthe market conditions and end of state
subsidies, had already created enough prerequisites for the cri2g@Bthe aviatiorindustry
managedo ge out of the crigs but had lost billions of dollars, whereas tens of airlines had

gone bankrupt.

Yet, the aviation industry has constantly faced endangering factors. The next crisis, which was
luckily shorter, was related to the explosive rise in fuetgwiin the end of 2007. The second

half of the following year saw a notable reduction in fuel prices, but the worldwide financial
and economic crises lowered demand significantly. In the spring of 2010, the volcanic ash cloud

from Iceland shortly messeg @ll the European air traffic.

Estonian Air was one of the few local airlingst managed to make profit during the global
crisis in 20032005. The President of Estonian Air in 2680205 said that the company managed

to be profitable due tds ability to reorientate quickly in the chamgg environment. "We
carried out a lot of different reforms, cut back on catering, which caused dissatisfaction among
many clients, especially public servants who did not have to pay for their flight themselves.
These masures worked out very well during the first years and we made a record profit in
2003."
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Emergence of problems in Estonian Air

In 2006,Estonian Air made an unexpectedly high loss. One reasamvwas considered to be

the rise of a Latvian aviation company Air Baltic, who had probably managed to use better the
options of fAopen skieso i nEutobean Uaioni lastciaimed i ndu
that Estonian Air was unable toake use othe opportunities provided by the accession to the
European Union and was trapped in the more complicated competition conditions that were
effective within the European Union. The situation also became worse due to the increasing

competition from low costviation companiesuch asasyJet.

The author thinks that a probable answer to the questisunstainability of the airline, which
was presented in the article, lies within the following essential strategic issues to be worked out

by the leadership dhe airline.

1 The first issue is whether to offer a cheap and competitive service and thus increase the
chances for survival or ask for a higher airfare, offer more diverse service and risk to
dilute competitiveness.

1 The second major issue is related @ mumber of destinations and frequency of flights
to those destinations. Is it better to fly with a limited number of aircraft in tight market
conditions to more destinations and less frequently trying to make the home airport a
small hub or rather to flyto fewer destinations more frequentlyffering good
opportunities to change flights at European hubs? What should be the relation of direct
flights vsthosethat require to change plarres

1 The third key issue is related to the fleet. Is it reasonable ddigger or smaller

aircraft? The answer depeswh a solution to the second issue outlined above.

Smaller local airlines are only able to survive when equipped with sufficient resources to create
economies of scale. In thedise success depends on tledative size of the airline, the number

of established flight destinations, the frequency of flights and mutually beneficial collaboration
within alliances. The conclusion with regard to the Baltic countries could be that there is enough
room for only oneairline. This means that there is no room for Estonian Air beside Air Baltic.
Air Baltic had clearly started to increase the number of its ais@aft destinations already in
2005, when Estonian Air made its last profit. The business model of Air Balteme more

like a hybrid model that involved services of a low cost airline and a classical egtfirt@ned

The majority holding of the airline has been owned by the State of Latvia.
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Some experts say that Estonian Air could have been saved by transforming it into a low cost
airline or selling the majority holding to S
(after the accession of Estonia to the European Union), wheréasv@sextremely interested

in doing so in the middle of the last decade. But the years-2008 resulted in constantly
increasing losses and by the end of 2010 it had become evident that the investors of Estonian
Air, including the majority holder SAS, fiessed to cover such losses. In order to avoid
bankruptcy, the strategic decision of the State of Estonia, as a minority stakeholder, was to save
Estonian Air and purchase the holdings of other stakeholders worth 18 million euros in 2010.
From now on, thetgtegic decisions with regard to the issues mentioned above were in the
hands of local decisiemakers. SAS retained 10% of the shares and the State of Estonia held

90% of the shares. Estonian Air had lost its strategic investor and partner.

In spite ofgreat hopes the fall of the company

The Supervisory Board of the company decided to support the development ideas of the new
Chairman of the Management Board, recruited from Air Baltic in spring 2011. The community
of local highly ambitious politicians exessed great interest in the new plaitse Chairma

of the Super viTeeoonlychaBae doradoid slisappéarancé is to increase the
number of aircraft We do not need to set up a new Air Baltic, imetneed to fly to more

destination®

This statement was a brief of the new strategic direction defended in front of the owner in the
autumn of the same year. The issue of cutting costs was abandoned, whereas the main focus
was still placed on the classical business modeleimgthasizedhe mmfort of customers and

quality of service. It was planned to make Tallinn Airport a hub like Helsinki and Stockholm.
The competitive advantage of Tallinn was considered to be the high quality of air services at a
lower price. The new Chairman of the Boaxjpressed his point of view as follow$ he

airline must remain classical and stand out with its comfort and qoality.

The State of Estonia contributed additional 30 million euros to the implementation of the
strategy. The strategy also relied on the fhat the expansion strategy of Air Baltic had been
a success. Was possibleto copy in Estonia? The longer perspective of the strategy also

included transcontinental flights and purchase of new bigger planes.

A big loss in 2011 was considered inabie but tolerable, whereas it would help to implement

the strategic aims. In the second half of 2012, it became evident that the management had been
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unable to succeed with the strategy with the money contributed by the owner. The year finished
with a hugdoss. Banks refused to finance the plan of expansion, whereas the ratio of equity to
share capital indicated a danger of bankruptcy. The strategic ideas of the Supervisory and
Management Board were considered unrealistic and unmanageable by the owner. The
Chairman of the Management Board was made redundant and the planning and control of the
company was vested in the new Supervisory Board. In the end of 2012, a new Chairman of the
Management Board was appointed, a Swede with a lot of experience in thgeman# of

several aviation companies.

The main task of the new Board was to exit from the plan of expansion, reduce the number of
destinations and other operation costs. In order to congéasentiafflight connections, the

State, as an owner, had to gibumore loan money in the company.

Despite the implementation of the reduction strategy randganizationthe activity of the

company in the last three years resulted in significant losses.

In 2015 the European Council decided that the investmentsicampany by the State to save

the company were against the principles of fair competition and thus against the rules effective
in the aviation industry. A decision was made that the aviation company had to return 85 million
euros to the State. As this pared impossible, the company was declared bankrupt in
November 2015.

Potential discussion questions

1. What would be the opportunities for airlines like Estonian Air to survive? Was such
development of Estonian Air inevitable, or could the company hega able to continue
operations, in the event the owner, the Supervisory Board and the management had made better

decisions?

2. What should have been the strategic choices of the owner of Estonian Air and the
management in 2011, after the loss of thategic investor (SAS), with regard to the issues

outlined in the article by the éresident of the company?

3. How would you comment on a statement that the State is not a good owner in aviation

business, based on the example of Estonian Air and AircBalti
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Tiit Elenurm, Estonian Business School

After reading the case, please check Tebo weli$gis://www.opiveeb.ee/?lang=en#abaund

try to answetboldedquestions in the case.

Founder of T e htps:/eelinkedn.cdndirgtoniskasmoiuring his high school

studies scored 100% math exam (top 0.1% among Estonian high school studandd)ad

gained experience in producing learning videos. When discussing videos and opportunities to
change teaching practices at school with teec
workload and limited time to create, search or compile new study materials and instruction tools

for their subjects. An average teacher has to prepare for conducting 20 lessons per week, 600

lessons per year.

Teachers across a country teach the same subjdcenthusiastic teachers create their own
content for lessons in addition to basic textbooks. Estonian teachers tend tsesgmindurs

per week preparing for classes. Teachers that want to make their classes interesting for pupils
are creative to searctew online materials from YouTube and other internet sources and eager

to create their own materials.

After graduating from high schgdl » ni s K u s mi -profisoeganizatipn ina2014. élis

aim was to create an online tool that allows teachergtmta the creativity of other teachers

and share their own teaching mafitearningaébsn. The
Estonian). Already at this stage of Aprofit organization] pi veeb manaqgedd t o e

teachers taisefree of charg version and five schools were ready to pay for services.

i pi v e e buch aseasy wdrd tswrite and pronounce in other language8T sbm was

introduced as thaewbrand name when international promotion of the concept staitda.

provides teachera community for collaboration whetleey can manage, create and publish
interactive learning content (slides, videos, interactive tests and exercises) and share it instantly
with their students from the Telmnline platform (https://www.opiveeb.ee/?lang=genrhe

interactive exercises can be solved in Tebo from any steaite The teacher can track student

progress and see the results in Tebo. Letting Tebo grade some papers or tests and being able to
useot her teachersdé content | ets the teacher cr

for the learners.
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Although the norprofit organization was operational for creating the prototype of the platform

and for receiving some financial support, it was clear that in order to use the whole potential of
the idea, business thinking and entrepreneurial businesedeent are needed. The prototype

had some gaps that complicated onboarding large number of us29&5ithe limited liability
company Tebo O] was created and Tx»upiTh@r Kus mi
vision was not to limit activities taupporting online knowledge sharing but to balousiness

model where teachers active in uploading materials considered as great, evatetognized

by teachers that use their contributiand it 5 available to teachers and learners in other
schools.Such active and creativecognitionshould also enhance their income when many
teachers download their materials. TEBOG6S am
for teachers and to increaeirincome

Creating digital marketplace for edtion contentc culture and change readiness matter

Tebo is a SaaBnabledmarketplace for education content. This marketplace helps teachers to
share presentation slides, worksheets, videos, exercises, quizzes and several type of interactive
learning toos. IN 2015,Tebo moved rapidly to the situation where abg00G teachers at their

home market Estonia became regular users of the platform. Five schools started regular
payment for Tebo services. Tebo used several arguments for promoting their solution.

How does Tebo help teachers?

Saves teachersodo ti me

Makes finding study materials quick and easy

Enables to create and send interactive tests, quizzes, worksheets to students
Corrects tests and homework automatically

Makes teacherds | ife more comfortable
Enables a teacher to manage all the study materials in one place

Enables to have an overview of the progregh®éntire class

Makes classes more fun and interactive

= =4 4 A4 A4 A4 -5 -2 -2

Enables teacheto earnextramoney

Free version offers 30 free learning items form otleaxchers andbasic features such as
collecting learning content and sharing it wetiidents Pr emi um ver si on assu
payment per teacher and allows to use unlimited number of teaching items from other teachers

and premium features such as qegzxercisestests and worksheets.
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There aréhreemain types of teachers that are potential beneficiaries of Tebo:

1) teachers who send homework via internet;
2) teachers who use a data projector in the classroom for slides and videos;
3) teachersvho use tablets with students in the classes.

Today Tebo team is dealing with early adopters. All teachers can use Tebo. However, this

service is built for the rapidly growing markethe teachers using tablets in classrooms.

In Estonia, attitudes towards internet use and online transactions are generally positive.
Estonian politicians have promoted the image-stage, where nearly all transactions between
citizens and state would be possible to conduct online, including tax declamtidwoting in
general and local elections. The Republic of Estonia is the first country to dkesidency

a transnational digital identity available to anyone in the world interested in administering a
locationindependent business onlineResidery additionally enables secure and convenient

digital services that facilitate credibility and trust onliinétps://eestonia.com/component/e

residencyy.

When Tebo team approached Estori@athers, they were in principle not against sharing their
knowledge by using online tools but they were selective in sharing their knowledge and
sometima did not have clear priorities what to share and what not to share. Their barrier was
mainly lack oftime to learn about different IT tools and to use several platforms. Users can
collect all teaching materials in one pladcgdocuments, presentations, videos, games, links and
create new quizzes, cloze test, test and more. AlthoughdTgbmn was to inkgrate existing

tools, some teachers were used to their own personal tools for sharing online content with their
students Tebo made sharing materials with other teachers very comfortable and gave to

teachers easy choice what to share and what to keefootiheir own use.

Business angelsalso recognized Tebo enthusiasnThey managed to raise 1600 O G
investments for business developmantlin 2014, Tebo was selecteaimongTOP4 Estonian
early stage startups by top business angels representing EstosiaesBlAngel Association

(https://topstartups.geln 2016 Tebd deam found an interesting international business

development opportunity quite far from Estonia. They managed to apply to a business incubator

in Chile. Theyreceived26 00 U from the incubator in order
That meant becuing residents of this countfgr six months They developed Tebo software

and tried to market their product in Chile as this could be entrance to the huge -Spaaishg
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market. Two thousandeachers in Chile and Argendtried their platform for fredut it was

really difficult to sell the premium version and to engage school administration in these
countries. There were cultural differences and it was difficult to convert registered users to
regular and active users. A challenge was to find locah@erwhose work culture would match
Tebo stadup enthusiasm. Aftesix months Tebo team was back in Estonia and concluded that

for the time being, Estonia is still their main market.

In May 2017 the number of teachers using Tebo tools had increas&D®® and they
represented 50 schooBy spring 2017Tebd team had signed up 33% of Estonian teachers

and validated the business model of selling to Estonian scAd@s monthly sales revenue at

the Estonian market was however still marginal, leas30 0 0 G p e rthe feeswéren, a s
guite modest and Estonian teachers were not used itogphgmselves in order to upgrade to

the premium version. Despite limited revenu&sbo started sheag their revenues with
teachers whose uploaded teachingemals were most widely used by their colleagues. About

100 teachers have earned some money. Although sums are so far modest, the vision is that after
some time Tebo revenues shared with active teaetibrincrease andhelp top 10 teachers
generate additionahonthlyincome equal to salaries paid to them by their schdbksbusiness

model in Estonia assumes that more schaolsld pay forusingTebo platform and Tebo will

share 35% of revenweith teachersvhose content is moattively wsed It would work well if

more Estonian high school teachers would become active users of Tebo platfaatressd

half of theschools would pay faheservices.

How to manage such educational innovation in order to make it sustainable, taking into
consideration heavy workload and sometimskepticalattitude of education institutions?
Average age of teachers has tendency to raise as young people are not so eager to choose the

high school teacher profession.

Tebo in 2017 and further developmepportunities

Tebdd § ounder T»ni s KusoldiHe actssas GEQ wf thts Ztagyaedis
personally focused on product development, marketing, finding new team members and
financing opportunitiesAt present, ti takes all his time resourcesating studied businesg
theUniversity of Tartu, Estonian Business School, and Universidad Europea de Madrid, he has
had the same approach as Bill Gdtestrepreneurial business development has priovigy
receiving a formal diploma. He has beenlseattive in learnindy doing. In addition to Tebo

developmenthe has worked in the US in a ddordoor sales job. In Estonihe built a sales
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team from scratch to 13 peopdd! that by the age of 22. Then he built sales teams for companies

andstartel two small businesses (personal finance and coffee machine sales).

There are altogetheevert eam member s. Among them Kaia Tam
with marketing and customer acquisition. Her educational background is psychology and
customer serce. Kateriina Puusepp performs sales function and has earlier worked as
teacher. Former educatiortachnologisiof the Tallinn University Krista Eskla has customer

training and support function. Aaron Uur mann

Overtwo yearsthe team wrote ove200,000 lines of code to develop Tebo. In order to be part
of the education ecosysteteam members regularly participate in conferences of educators,
where they are visible and can promote Tebo but they have limitedatichresources to go to
management training courses. They however read lot of information about new trends in their
field from various online sourcesConversations with investors and mentors have also
contributed to learning. The entrepreneur does na gaod experience ehgaginguniversity
student teams or offering internship to students in debwsiness development process. He
feels thatstudentsare not responsible enough and do not fd&arning by doing projects
seriously. Time isa critical factor and devoting time to instructing peopteo do not really
contribute means losing action foci#eople can be trusteghen theyare fully devoted to the
startup and do not share their time between project and other university studies. It isynot eas
to find team memberthat understand education bate also businessinded and know
something about technology. People that join the talgwmhave to learn during the business
development process.

What do you recommend to staip teams as Tebo for further setfevelopment, for
developing their competencies in the field of teamwork and management? How ¢beid

co-operate with universities?

In spring 2017 TEBO had 50 schools that paid for their servioeg&stonia About 50% of

Estonian teachergeretheir registered users. Tebo started to think about next options of scaling

up through global expansion. Their ambition is now to enter USAMdarkets. There are

3.5 million teacherin the US.The classial textbook industry in the US is still largeutthe

market is changingrhirty perceno f US school s already use tabl
the next fouryears. They need more digital interactive content. It is not enough to ask students

to download PDF filesMore online interaction and feedback is neededTatabis able to

offer such tools. Instant feedbaok mobile app gizzes andsimilar tools are pd of their
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portfolio. The snowball effect takes offnore teachers make and share online content and it
pulls in more teachers. This growing network of supply and demand (like YouTube has
achieved with videos) will create a market entry barrier for patlesampetitors. USA and UK

are indeed crowded markets, where enthusiastic educators already have communities of practice
and are used to online networking. Maybe soon Vednald have taegister their company in

the USA, but product development work widtill continue in Estonia as this is more cost
efficient. Teb@ &ey people however hope that they can convince teachers in these countries
about superb features of their off€éebo is not just a platform for sharing files, there are several
interactive dols. They count on readiness WEA teachers to pay themselves for premium
versions of online platforms that they need, even if school administration is not eager to
embrace Tebo solution. Tebo can focus directly on teachers

Is this assumption right? Ca the Estonian estate image be used to support Tebo as an
Estonian startup attempting to enter advanced markets of USA and UK or should they hide
their origin? What sales arguments would work for educators and their managers in these

countries?
Tebohopes to promote their platform in US/#a:

1 schools (the addresses and emails are public)

91 direct massive email campaigns (lists of teacher emaide scrapégd

9 teacher organizationsv{th massive number of members and emaiigilableg

1 social mediahatcluster around certain school subjects and groups

1 highly targeted ads (in Facebook, LinkedIn, etc., tadjey professioh

1 search engine optimizatig®EOssearch for specific keywords for lesson content in their

subject)

What promotion tools would youdd? What can go wrong when entering US and UK

markets?

We have discussed with the Tebo entrepreneur if their knowlgtmeng logic and online
platform could be adapted also for business schools and managemens.tBiethe
entrepreneur iskepticalabout such strategic development direction. He pointed out that there
is less match between subjects and module of programs offered by different universities
compared to high schools. Amiversitiesacademics want to differentiate their courses as much

as possible from their colleagues even at the same university. They are focused on competing
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for academic career and executive training opportunities by protecting and even hiding their

intellectual property. That means limited readiness for knowledgaghar

Do you agree with these pessimistic views about knowledge sharing at universities and action
learning in co-operation with business school students? How to encourage on all levels of
education interorganization learning community development and ord crossborder
knowledge sharing? How to control and manage situations where educators upload and
share educational content that is not their own creation and viotatghts of the real

authors?
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Short Cases from Hungary

This case was written with the intention to provide educational material for class discussion
through publication. The authors have disguised names and other recognizable information to
protect confidentialit. The case study investigates labor market needs with the aim of providing
insights for management education offerings
employees in business administration and management. The case study presents the main
challenges of an FMCG (fast moving consumer goods) company in Hungary regarding
management skills mismatch. The company is working in the FMCG sector globally. The

interviews were done with the companybés CEO
Thecontext

The economic crisis of 2068010 and | ocal government 6s r ea
massive workforce migration to Western Europe in the beginning of the.ZDdbined with

t he past year sibelakobskiledandhigipyredatpd veoskfsrce in Hungary

has become more and more tangible. Moreover, companies in Hungary face an increasing
difficulty to attract, motivate and retain young talents. According to the ICEG European Center
report (2016)someof the main challenges and weaknesses of business efficiency in Hungary
from 2016 are shadow economy, youth unemployment, attitudes toward globalization,
flexibility and adaptability, incompetent senior managers, brain drain, skilled labor and low
levels of worker motivation. In 2014 and 2015, Hungary launched several initiatives for

i mproving the quality of the countryds educ
however the education and training system in Hungary still faces major challEoigestjon

and Training Monitor 2015. European Commisdidip://ec.europa.gu
Employer value proposition

THE COMPANY puts great emphasis on sustainability and invests extensively in employee
and leadership developmentograms by focusing on issues such as career planning,
communication, participation and commitment, and talent management. THE COMPANY uses
a developmental method like senditigemployees abroad for establishing and reinforcing the
same visions, competeies and valuesn a global levelThe training programs within the

company are provided by internal experie. leaders (middle and top management
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professionals) training their colleagues. There is a joint responsibility in the organization for
young tdents. The members of the leadership team are acting as mentors for tpeteigfal
employees. There is also a crégsctional support opportunity. For instance, to a potential

junior person in marketing a mentor from the customer development isdssigmed.
Skills employees need

The internal trainings ithe companwre structured according to managerial levels, thus there

are different training programs for different levels and employee profiles. The current
functional skills needed for the opematal teams are: advanced negotiation, joint business
planning, and shopper agenda. For the higher leegldership and general management skills

are needed such as: working together, coaching, change management, people management,
having tough conversatis, giving and receiving feedback, joint workshops, joint strategy
creation, group and individual coaching. The number of trainings on leadership topics are
increasing, however the company focuses mostly on the boaachlesssoon lower levels.

HRM is focusing on talents in the whole region, for example there is a C&asatra

European initiative to keep team management trainings for them.

According to the opinion of t h,drestkt mnivgpsdyn y 6 s ¢
graduates coming from Marketing, HR and Mana
expectations. However, matters connected to general strategy and sales are more problematic.
Those who apply for trainee positions are not aware wdhouktomers are and how distribution

wor ks. Thus, according to the opinite of t
cooperation of the employer and the university is extremely important infordleeir students
(andTHECOMPANY 6 s f ut uto gain practicél exparienee)during the studies.
Moreover, professional knowledge is becoming rather devalatording to the opinion of

the HR Business Partner, hence personal skills, attitudes and experience are getting more
important than theoreticalnbwledge. Most of all seknowledge, teamwork and self

consciousness are among the key personal characteristics the young labor force lacks.

In addition, it is very hard to find skilled employees for plants and factories, compared to 10

15 years ago. Pefmp at the countryside change workplace easily because of higher
compensation, thus the workforce in factories is diluted, it's hard to preserve cultural values and
work morak, and this has a strong negatisfeect on the company's braras an employer

Another issue is that the number of expat assignments has decreased due to decreasing profit

rates in the region. Hence the company doesn't send people abroad because it's too costly.
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The company has a policyrfemploying MSc students during their studikss a deliberate
choice of the company to have many interns .
practice as a whwin situation for both the interns and the company. For the styaeorsng

while studying is important because it enables them to learn and gain practical experience. For

the companyi t 6s a good opportunity to get t o kn
employment later will not be so much of a ridkoreover, studentwork supplements the
companyo6s It aaheapecopton. Bha abmpany tries to employ students for longer

terms (9 to 12 months), thus freeing their leaders from arranging trainings all the time. The
students profit from it by gaining experienaed can use company material for their thesis

work.

The company collaborates with the university in Mifec students selection and asks teachers

to recommend the trainee positions to the students and organize classes based on project work

at the companylt is also typical that the current trainees recommend classmates and
acquaintances. The students doing their practice project classes in the company make another
excellent pool, because the recruiters can see their work and Jkiksefore, THE
COMPANYOpractice ai ms to find a bal ance b e
considerations of higher educational institutions and employee (Generation Y) needs. It is
important that the trainee system fits into a clear company kstmatkgy and a supportive

organizational culture.

However the main challenge is that the sector does not belong to the most significantly growing
and most profitable sectors from an investor and employee point of view. Adaptability to
change is a big question. The limited opportesitfor innovation may not bring enough
inspiration for some of the new ganddgersdyt i ons

concerns that might be challenging enough.

The firstSports Store was opened in 196 France. Presently has stores in 37 countries and
will shortly openin four more In Hungary XY appeared in 200@ith its first warehouse and

hasopened 20 more stores countvide since then.
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The HR leader of Sportd@e Hungary takes part in the life of the company from the beginning.
He started as a shop assistant, as every freshly hiredr@r, and shortly became a junior
manager. He has spent one year at the parent company i lrehceturned home into the

HR manager position.

ACurrently | cannot really go deep ifive o str .
warehouses, but | have a good insight into e
strategic and operative tasks for differeatps ons, | i ke el sewhere. 0 He
the company: AThe founder was working for Al

He had an idea to do something similar as Auchan only in another field, preferably in books.
He made a little suey and the outcomes showed that bbakiness will not be that successful,
and although he had nothing to do with sports, that field seemed much better. Most of all, he

wanted a place where employees can accompl i s

Sports Store manufactures and sells sggtipment ancclothing worldwide. The mission of
Sports Store is Ato make the pl eashvaergnceand be
the beginningt he companyd6s number one goal is to po
productsat affordable price. Furthermore,it pays distinctive attention to bring closer and
introduce sports to asanypeople as possible. To this end, every warehouse cresitggrior

in a manner to be fit for testing the sports equipmertiten Beside its privately manufactured
products XY retails the nofrecentgeneration products of international sport brands which are

rather affordable. XY offers equipment and clotghfor almost 70 sports.
Currentchallenges

Sports Store Hungary was awarded the AWor kpl
2015 for the undet00Gemployees category, and in 2016 for the d@u@@0employees

category. According to the leader of tHengarian subsidiary, their biggest challenge in the
future i s that the ways of purchasing and col
tries to adapt, so are we. We need people who are able to react swiftly and innovate, who are
modern and fresilVe have to surround ourselves with this kind of people and this is a great

HR chall enge. ltés a question i f we can attr
unpopularity of the trading business. The masterminds, great and fresh brairtsudaatly

cometostore hai ns éo
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The role of HRM

XY Hungary is currently working onthreeyear strategic project. The present strategic aim is
to inspire 90% of the Hungarian population to do some kind of sport. XY has created seven

strategic pillarsdr its employees to reach that goal:

Joyful team & innovative company culture
Satisfied customers

Best selection

Adaptive communication

Effective operation

Satisfied shareholders

N o g M wDd R

Sustainable development

The first point foyful team & innovative company dute) falls under the scope of HRM.
Employees can join the work of pillars from any part and level of the company. This pillar has
t hree main wor kgr owogkgoupwihiich maduded gammdgioe ppeenass
workgroup in which we are thinking about cpamy culture and hiring mattersnd there is a
salary and appreciation workgroup, where we look at HRM activities from the perspective of
the financial and moral appreciation. In all three groups handle many practical and

t heoretical matters. O

Sports Store globally operates as a matrganization where one dimension consists of the
pillars, and the other of the warehouses. The support functions such as HR, finance, IT etc.

belong to the headauters of Sports Store.

The flattening of therganization s i n progress, the goal is to
holacracy proposes that the employeesaaganizedaround tasks and projects, rather than
positions and functions. The current build of theorganizations driven by aims, actions and

projects. This is a dynamically workinfiexible company structure, where they emphasize
independence and responsibility. The employees are practically their own bosses and are
motivated (financiallyand norf i nanci al | y) to reach the c¢ommc
organizations flattening, more decisions are spread, tes#ralized Practically this is a 40

years principle, but now the CEO is pushing it even more, so hierarchical levels almost
disappeared. We have transformed the operation of the Hungarian company in this manner as
well, but as | said thisisa40ear pl an, so itobés not much of &
no hat on the nexto.
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Along with thisphilosophy,the HR manager undared the role of inclusion, for which they
are sending members of tbeganizatiorfor trainings. The current structure of the HR function:
fitwo generalists, one salary and another training specialist plus the HR manager. Within the

functionthereareneesp ar at e t hinker/strategist and doer

HR tasks have a distinctive role in the life of trganization As we saw before, they are one
of the seven strategic pillars and management knows that strategic changes must be supported

by HRO6s own processes.
Hiring system

With a small exception, everyone starts at the bottom as a shop assistant and can step forward,
even very swiftly. The selection system works accordingly. To be hired as a shop assistant
high-school degree and minimal language skillsregeded. Further aspects are ambition and
good communication skills. We are looking for humane people who can and will solve
problems and the ability to take responsibility adsoimportant because of the organizational

structure. Furthermore, love foparts is a basic expectation.

Recruitment is based primarily on internal recommendation, and generally this fills the
positions. Besidgthat they are using some jedearchwebsites. If a middle manageposition

cannot be filled from the inside, they advertise it. The selection system is absolutely standard.
After the submission of a G\évery applicant isterviewedby phone. Those presenting basic
communication skills on the phone are almost everg tialled in for a personal interview. The
interviews happen continuously, one of tfeur HR managers is arranging them. Other
expected standards are connected to the character of the company, so sportsmanship, dynamic
personality and attitude to work araportant Furthermore basic knowledge about different
sports is a must. Tharganizationendeavorso give instant feedback about the results of each
and every recruitment procedure. The feedback contains an explanation which is supportive
and encouragm even in case of rejections. The interviews happen in a friendly and direct
manner, intending to create a supportive atmosphere. There is special attention drawn to the

legal compliance of the interview questions.

Consequentlythe composition of therganizationi s r eal |l y homogenous. A
retail, we are Hungarians from the middless, generally and metaphorically better destined.
|l reckon that this drives the thinking in a

to have a hmogenous team, but | personally rather believe in the ingenious products coming

91



from heterogeneous actions, because even if there is a great risk of occasional low performance,

it is much more exciting.

The average age in tloeganizations 27, so mostfahe current employees are generation Y.

The attraction of the young in th@borma r k e t I's a gener al di fficu
much of a difference, but | see much change in Z. The frames they live within and the way they
would like to work is diferent, it means less accustomed ways and less respect for existing
results. | feel in my guts about this generation that there is less respect for the traditional ways

and successes of the pabkere is less intentioto keep the existing boundari@hey 6 d r at her
do something new, more inspiring, mor e ¢ omf
react to thecurrent labomarket trends and to the needs of the newest generation in order to

reduce fluctuation and retain talents.

AWe need to adapt for this. I reall yitibi ke t
not easy. For example, right now we have a global procedure about flexible work in the office.

| lead the internal planning process about how to accdgtape this will be of great help for
attracting talents who wondét come to a ston

Friday, but are much more talented than me a

The company is engaged in changing processes, sgacamd systems both locally and
globally. They realized that they need to develop and harmonize both the hard and soft parts of
the organization. Now their main challenge is to change HRM systems and their culture in a

way which makes them attractive totb Generation Z candidates aondcturrent employees.

S8ndor Tak8cs, Corvinus University

This case has a reversed logic, looking at current trendseclabormar ket fr om st u
perspectives. According to a recent research
Business Administration master programs have at least dirparfjob, the average working

time is 27 hours per week5% of all workirg students workull time. The motivation from

the studentsd side to continue their studies
and the higher prestige of these programs, plus practical experience. Apart from a small
minority, students doat value the free time offered by the university student status, and they

also face the increasing pressure from employers to gain substantial work experience during
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their MSc years. As a consequence, time will be the scarcest resource for those sthdents,

try to combine the advantages of both working and studying.

Personal time is decreasing drastically, relationships concentrate on colleagues and fellow
students, past friends and hobbies disappear, so they experieneevarkl worklearning
conflictsin parallel Tensions grow because of the uncertainty whether employers will really
appreciate the added value of this difficult period or they only want to take advantage of the

cheap labor force.

Students who could solve these conflicts relatigeigcessfullyhave identified the flexibility

of the workplace, their own time management skills as the most critical factors, appreciating

al so the university programsdé supportive sol
methodology. Forfindig mutual |l y enriching solutions to
on their own efforts and negotiation skills, and they talk about joint responsibility of employers,

MSc programs and themselves to work out advantageous scenarios.
The situation

A five-student group of the SSC (Strategic Case Competition) ¢darBaving a preparation

meeting 25 months before thAISB-l vey Gl obal Case Competitionbo
|l vey School o f Busi ness. l'té6s the inahel of
Universityds corridor at 6pm Wednesday eveni
7:10pm.However they had to skip them a couple of times recently because they did not finish

the meetingsntime.

They started the teamwork at the beginnaighe year with great expectations which was
confirmed by the feedbacks, but in the last two weeks they have lost their leading position
among other groups. It means that they are not likely to represent the University at the case
competition is CanadaThough when they started the courskey deliberately ches
complementary team memberstermsof personality, professional field, working style and

way of thinking. Beside the theoretical knowledgewas important to have that kind of
practical approeh, which was given by the extracurricular work experigmgenost of the

teammates.

1 Students solve business case studies in English during this course in writing and prepare with presentations
during several weeks, and they get feedback and evaluation from experts. Groups with the best results can
represent the university on high ranking international business case solving competitions.
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ORSI, whose major is marketing, is currently working at her second workplace. She
deliberately did not take more than 30 hours a week. She left her first job because of th
exhaustion from the 485 hours work, which was really well paid, but gave no chance for

further professional improvement, and almost edker the relationship with his boyfriend.

PETER works as a consultant of corporate finance at a small finangisbdcompanyHe

assembles business assessment models and plays water polo in his free time.

ZOLI works 20 hours per week as a logistics trainee in the warehouse of a multinational
organization He found this paftime job by accident at the spring j&r and started to wé
in summey after the examsAs he learned several new systems, he was likely to spend more

than 20 hours at the firm, but for now he startedrigeghe downsides of this practice.

FERI is in accountancy and has a theoretical ofathinking. Earlier he wrote a paper for a
scientific competition and now he is thinking of joining the PhD program, bsitnaa
committed himselfo the academic career yet. He chose the case competition subject because

he caruse bothis analytic skilé and knowledgand practical approach

SOFlis major is management and leadership, and although she already clpestatzation
shestartedwondering about anothapecializatiorand to attend its courses, whigtade the
current semesterery challengng for her. The change started by getting an active role in the
internal ODproject of a large domestic company, which seems more and more exciting for her.

We are on one of the caselving meetingsOnly threeout of five team membere present:

Feri, Zoli and Orsi. The meeting should have started almost half an hour ago and the mood is
really tense. Peter baalled earlier that he has to finish a mottebe sent to his colleague
promptly for a presentation tomorrow in Skopje. Unfortunately, impbméjections arose
about the previous version, which only came up that afternoon. He was really in a hurry but
intended not to do an incorrect job once again and had some problems to fix yet. Sofi is
unavailable on her mobile phone and has not even dert message abober attendance of

the meeting

This is not the first meeting of this kind this month. Zoli could not atedsd the previous
meeting. He eventuallygame late but wasot familiar with a case of 2sages. Only Orsi has a

relatively blaméess record.
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The task

After reading about further details of stude
programs, the task of the team is to help each other to negotiate feasible solutions with their
employers and teachers, and also msatae new agreements about howetterhandle their

work-life-learning conflicts in the future.

95



Short Cases from Latvia

Raina Vira, RISEBA University of Business, A

ACircle K Latviao Ltd, previously AStatoil F
more than 100 years of experience in the sector with a retail network in the Scandinavian

countries, Baltic States, Poland and Russia.

From Januaatyoi2l0l1RyeliS& Ret ai l L -dardvsubaidiaryj s Al i
and is part of more than1®0 gasstations and 7,000 retail networks, serving more than 30

million visitors worldwide every week.

Alimentation Couchd&ard Inc. is a leading Canadian cenience shopping segment retailer
and biggest convenience shopping mall operator in the United States. In Europe, it is the leader

in fuel retailing and convenience shopping.

The issue: new brand

InApril 2016 AStatoil Fuel & Redsahdndead vti@on Citrdc Il e
Ltd. The company is at an early stage of the process of change and the brand change is the first
step, which will continue for a couple of yearsia€i r cl e Ko pl ans to becc
The f Cibnarmdormbinkss oppi ng, people, products, and
make it easyo does not mean that now everyth
message indicates that the company cares about its customers’ time, offering goods and services

all in one place.

The personal ity oiffthe brand shoutd dencompite€ in thred wordsKtbey

would be easy, convenient, effective.
The mission of t heA®GTrwdhnhPRIDB.Ci r cl e Ko: DNA

PEOPLE- People make us stand out from our compest. We take interest in our customers

and connect with them to create lelagting relationships every chance we get.

RESULTS- Results matter. Our stores and stations are our livelihood. The customer experience

we deliver is what generates value for stakeholders.
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IMPROVEMENT - Improvement drives us. We continuously seek to improve our processes

and performance, working in teams to learn from each other and from the best.

DEVELOPMENT - Development is always looking ahead. We are hungry for growth,
developing our business custorf@y-customer, stordy-store and natioty nation.

ENTREPRENEURSHIR Entrepreneurship means that we challenge ourselves every day to

think like customers and act like owners.

fiCoucheT ar d 0 enp ané GEOMBrian Hannasshys,i Cr eat i on of one gl o
make us stronger, we will strengthen the company's culture and will make our customers lives
easier. One of the reasons why we bought ASt
our position in Europe and eslish a common basis for further growth in the region. To achieve
this objective, it is easier with a single g

The results are directly dependent on the interaction between managers and employees, their
personalities, motivation and workki s. A Ci rcl e K Latviao is a :
where the staff is the highest value. The company's activities are based on concern about the
environment, health, and safety. In this regard, the company takes on the responsibility of the
public ard defines itself as a socially responsible vadugen business. Equally important is

not only goods offered and their quality, but also the customer service and its added value.
ACi rcle K Lat vi adngthesnegativenimpacdt dn¢hd entiroenty eastdiring

the sustainable operation of the company's
activities so that the environmentally friendly solutions are considered in the production process

of the selected assortment of goods. For examplepotm@any is trying to engage and develop

the employees to have a posit-wveOo i mpanoti mine

cooperation with society.

Particularly, the company created a sustainable social responsibility principle based on the view
that employees arethebasisnd t her ef or eGi rsctliree nKg t Lhaetnvsi a oh ee niip
ensuring the active and transparent communications with the public, as well as considering the
business goal s, ACircle K Lat vdeard mardamahg e me nt

high standards four areasMarket, Workplace, Society and Environment.

With this fundamental transformatiérnthe change of the brand and organizational cultwae

significant question arisebow to ensure successful communicatiorthis time of change?
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The second important task is to create an appropriate psychological climate, so this change

would be successful.
Questions for discussion

1. How to ensure successful communication in this time of change?
2. How to create an appropriatgsychological climate to make this change as successful

as possible?

Irina Sennikova; Aleksandra Rosa, RISEBA University of Business, Arts and Technology

SI1 A i For eVisarcompanyworking in Latvia in the field of professional skincare. It
develops, clinically tests, produces and distributes skincare treatments aimed specifically at skin
problems like acne, scars, hyper pigmentation and others. Its unique sellingifwogs the

use of micreneedling technology along with advanced cosmeceutical solutions containing
large doses of active ingredients. The technology is adapted for home use, making it affordable,
compared to procedures at clinics, and unique on theatnditke company has no factual stores

and sells only on-eommerce basis. Currently it operatesightcountries and plans to expand

to 18 countries duringhe next year. Such a major expansion is only possible if a rew e

commerce platform is used.

In thislight, the CEO of the company came up with a change initiative designed to improve the
performance of the whole company, optimize workflow and, most importantly, boost sales. The
big idea was to switch the whole business from omeremerce platformot another and
completely redesign the online store. The prospected results of this change, as described by the
CEO, were terrific for each employee of the company. For example, for managers it meant a
simple and automated report system, for markétiegy content Search Engine Optimization

(SEO) and standardized marketing instruments. A glorious perspective, although none of the
departments knew about such plans prior to the announcement and none of the managers made
any analysis of suitability of the neplatform for the needs of the company. The plan was set

in stone once announced, with no space for questions, doubts and disagreements. As of now,

1 The name of the company has been changed
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the change is still in processjth delays,and the CEO and other colleagues are wondering

why.

Irina Sennikova, RISEBA University of Business, Arts and Technology

BALTA, Latvian nonlife insurance company, recognized as the new service and product
innovator, owned by one of the 20 biggest insurance groups world- RSA group, in 2008
started losing its leading positions in the market. It started slowly to lose its market share and
one of the most important performance indicators was signaling of the growing imbalance of
the turnover and the level of &t8. Moreover, it experienced huge drops in sales and reported
financial losses in the years 2011 and 2012. Unfavorable external market environment and
decline of the whole insurance industry in Latvia affected all industry player&AdutA
performedworse than others. The year 2013 was to become a turning point in the development

of the company bringing it to the grtlwcycle again.

To achieve this, in 2012 BALTA introduced a big change program, the main objective of which

was to become capable of ckiiand efficient responding to market changes and to customer
needs. The structure of the organization was reviewed with the goal of streamlining and
simplifying internal processes. The program also included the reduction of staff by 6%. The

new developmednstrategy was introduced, setting the ambitious goal to reach 25% of market
shareinnon i fe i nsurance in Latvia by 2016. The ¢
Customer 0o, AOne Wm@amoThe dpuibDepss & eoft ofislire i nk Ci
such quality standards of customer service and development of solutions that the customer
woul d f eel l' i ke a winner when cooperating wi
was to create an inspiring environment for teamwork and for rewardingdtth® purpose of
ADesire to Windo was to carry out activitie:

outperforming other market players in terms of profitability and growth.

As the companyés CEO was tr ans fgeuprhisgosition | e ad
was undertaken by interim CEO Kestutis Serpytis, who was leading Lithuanian opseoétion

RSA group and who was named as the TOP executive in Lithua®d 3 Having morehan

30 years of experience in insurance industry and being the CEO of Lithuanian insurance

company for more than 21 yeah® came a real change leader for BALTA. Main focus under
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his leadership became boosting sales and cutting costs by redesigning tresgscosd
eliminating unnecessary bureaucracy. The whole range of systemic initiatives, involving all
areas of compamactivities were implemented bwostperformance and build a reswoltiented

culture. Below is a quickeview of the main initiatives thavere implemented during 2013:

Accomplished project of customer seHrvice portal,

New sales managers of different regions of BALTA joined the team;

12 talents of BALTA received the training developing and strengthening their
leadership and management skills;

New products and innovative services were introduced;

Reorganization in corporate sales department took place, the department was
restructuredind processes were redesigned to increase the effectiveness of human
resources;

New health and accident product manager joined BALTA,;

New members joined the board of BALTA,;

Internal IT support department was created;

New intranet system including eveBALTA employee was introduced;

New concept of BALTA branch and car design was developed;

Social network profiles in Twitter, Facebook, draugiem.lv were introduced;

= =4 4 4 -4 -2 -

BALTA management immediately (in one day) made a strategic decision to offer
jobs and take most of the best sales people from the competing company which
operations were stopped by regulating authorities;

New coaches joined BALTA to develop the sales people;

New branches were open;

New reward system and motivational program was introduced.

Taking into account that 2013 was the year of preparation of transition from national currency
to euro, which required a lot of efforts from the company side, BALTA demonstrated
impressive work moving towards the achievement of the main strategic gaatjng to the
growth cycle and strengthening its leading positions in the market. Resptistedfor 2013
demonstrated the annual growth of 12%, which was the highest in the industry for that year.
BALTA made a significant step towards decreasing &sés and improved its financial results.

In February2014,Kestutis Serpytis stepped down as an interim Chairman of the board handing
the company to the permanent CEO. In July 2@alta was acquired by PZU groiipthe

100



largest general insurer in CentraldaEastern Europe foundedthre early 19th century, based
in Poland and operating in five countries. BALTA continues its operations and maintains its
leading position as the largest Alifie insurance market in terms of gross premium written in

Latvia.

Short Cases from Lithuania

Raimonda Alonderiene, Vilnius University

Margarita Pilkiene, ISM University of Management and Economics, Lithuania

Daina, the Head of HR, was experiencing mi%eelings after the conversation with CEO.
Algirdas, the CEO, who is typically a calm person, was furious this tivii@at is wrong with

the youth? Who do they think they are? They come without experience but show huge
ambitions. They dejobtanhdwkamto e CE@suwhe hegt day.drhey have
no responsibility. Remember Tomas who was hired in Marketing department last month. He
quit in a week claiming that the job is boring, his supervisor did not praise him enough and the

col | eagu dtshindto gb fobatlunch togetheDaina just nodded her head.

Al gi r das Lceotnétsi ntusekde, thhat ot her person. What 6:

for the position of Junior OEngineer. He just

Daina remembered this case. When she called, this young person simply explained that he had

changed his mind and decided to spend half a year hitchhiking in South America.

Daina could agree with the majority of features Algirdas has mentioned. The young generation
was a headache in the company for quite a while. CEO as well as the rest of management
constantly made claims about the attitude and expectations of the yourigateasknows that

Millenials areoftenc al | ed fiaristo gé&a 6t moar 8i ss k) . They ar
uncomfortable questions: what is my salary, when do | get bonuses, what are the benefits, when
will I be promoted, when will | become a directovhat are the development opportunities,

what do you do to make fun at work, etc.

However, they had no choice but recruit and

The demographic situation in the country is scary. A lot of young people eenmnmdtthe

101



remaining ones dondét want to choose Aunpopul

has calculated that the majority of their engineers will be retired in 10 years. They desperately
need a new replacement. Atietcompany must changes management practices to attract the

young candidates.

Daina remembers when she came to the company 10 years ago. There was no HR department.
The administrator was responsible for paperwork of hiring and firing employees and the
accountant took care of remenation. No other HR practices were established. Daina did quite

a lot of work in developingthe HR function. She has established the system of training and
development; introduced performance appraisal and talent management practices. She has
earned theaspect and was invited to participate in strategic meetings. She was able to change

the perception of HR department from administrative to the role of a strategic partner.

On the other hand, Daina also sees much space for further improvement, espesalgring

high requirement of the Millennials.

Erika Vaiginiene, Vilnius University

TheBrewery is a familyheld company which history began many generations ago. The secrets
of beer making have been passed from generation to generation. Officially, it was established
in 1990 after collapse of Sovibhion. Since 1991the brewery has modernized the facilities,
expanded the assortment and production. It is the largest local capital brewery in Lithuania.
Their beer is exported to the USA, Poland, Latvia, Estonia, China and Canada. The owners of
the brewery reveal that is not merely a business, but a missiorpteserve beebrewing

traditions of small region in Lithuania.

The owner of brewery is worried about the decrease of inhabitants in Lithuania. This fact fosters
export activities of the brewery, as decrease of inhabitants shrinks local market tremendously.

fWe should strengthen our sales department, as the future withoutsagpapossible. We

feel a triple pressure. Decrease of inhabitants shrinks the market, increases competition and
reduce profit. At the same time, there is a pressure for higheilesaa the competition for an
employee also increases. Moreover, we are located in a small region, distant from main cities

of Lithuania, and we lose young people who do not return to the region after their studies in the
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city.0 By acknowledging currentitsation in the market, the owner discusses several

development scenarios.

Erika Vaiginiene, Vilnius University

This companywas established in 2004 as a family business. They developed sport business
activities asvell as real estate development activities. Howabexfinancial crisis of 2008 hit
thereal estate businebard Thus, investment fund was attracted in 2011 fotdhg-termreal

estate rent with the aim to develop and expand sposinesso be sold later. A new CEO was

invited to implementhis.

fiMy task is to ensure growth and financial viability of the business and to prepare it for the
sale eéxplained the new CE@It means | have to develop viable business model and to expand
it geograhically. At the beginningduring the first year and a half, we developed viable
business model. Currently we started to expand it into the different regions of Lithuania. Also,
we entered Latvia and Estonia. When | entered the position, weighdspot clubs and
operated only in Lithuania. After foyears,we operate in three Baltic states and we own 19
sport clubs. My main challenges are to select professional teateyébopproper tasks and

priorities, and to let them worklaughsthe CEO.

CEO abo expressed the wgrabout risks of fasfjrowing company management. Duriting
lastyear,companydoubledin sizeand expanded to new markets. It was a challenge for some
people, as working in different culturahvironmentgequires specific knowledgend skills
Some employeedid notovercomethese challengeand had to leave organization.

Up to now, it was geographical expansibiow a new activity started to expatiet number of
clientsfrom 40000 to 80000 duringthe nexthree years.

filt means we have to convince people to stamgsporse ven i f t hey havenot
How to do it? What kind of means to use? Do we have to adapt the means to different cultures

of theBaltic countries? How different cultures will impact effeetness and efficiency of those

means? How to ensure engagement of expanded personset?he questions the CEO.
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Short Cases from Poland

Anna Maria G-rska, Kozmi nski University, Pol

John has been concerned. Elexnediumsized company producing electronic components
located in a small town in central Polahdd an excellent position in the industry and seemed
to work well. Despite this, after many years of rapid growth, market share, profits and stock

prices begn to decline.

As the main owner, John did not feel the immediate need to improve the existing situation, yet
his partners began to press more and more to do something about it and wanted to discuss these
issues at the next meeting of shareholderde reld in a month. John was aware that the
company will need additional capital injection in the near future to modernize some of the
equipmentandprocesses. John was worried that if the value of the business does not increase
significantly, he would not bable to raise new capital withdosingcontrol over his company.

At the same time, he felt that the competitive advantage of the company does not come from
the physical resources of the company, but from the cooperation with customers astbknow

and imovative technology used in the compaPRwartners insisted on an internal report that

would allow them to see what resources the company has at its disposal.

Recently John attended a conference where the speakers showed applications of various models
usedin companies to monitor value of the business. Those models were not only showing
information about tangible assets of the firm but also showed important immaterial assets like
clients, technology, business processes. ibboght maybe it would be worthreating a

similar report for his company. This would give additional information to the other owners, but
also, perhaps, could be used in the discussion with potential new investors when he decides to

get new funding.
Basic information about the company

The electronic components industry is highly cagiténsive, requiring large investments in

the most modern machines and devices. Continuous technological change amlatesiife

cycles of products characterize this industry as well. Despite theghigvth observed in the
industry, significant competition between players causes continuous erosion of prices of new

products.
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Elex designed and produced a range of spg@cighose components. These products were sold
through a global customer base thatimly focused on original equipment manufacturers who
used components produced by Elex in their products and systems. The strategy adopted by Elex
was as follows: to be a market leader in selected technologically advanced market niches. Such

markets usual have high profit margins and medium to small production sizes.

Elex has grown significantly over the last few years and gained a dominant position in the
market, taking over 5@0% of the market in the sale of several of its products. This was possible
thanks to high quality products including several real stars, although Elex customer service was
historically below the industry average. However, in the last three years, the company's growth
was below the market growth and both market share and profiimeatecreased. The main
reason for the decrease in market share seems to be the growing competition of small

companies, which focus on very small niche markets.
Marketing strategy and customer service

In response to the threatened position on the mdtlest,has implemented an ambitious quality
improvement program aimed at improving customer satisfaction. The results were impressive
and undoubtedly helped to reduce the erosion in market share. For example, timely execution
of tasks increased fro®2% to 8% in three years, while at the same time the delivery time

decreased from a threaeonth average in the industry to one and 45 days.

Customer satisfaction surveys carried out by an external company showed that 92% of

customers were very satisfied or sagidfwith the service they received at Elex.
Production strategy

Despite the fact that the production processes of Elex were not the best in the industry, they
managed to increase the efficiency of these processes, mainly due to investments in human
resources. The internal quality ratio (products that meet quality standards / products made)
improved from 55% to 80%. The external indicator (products that meet the quality requirements
provided to customers) approached almost 100%. A significant pdhesé changes was
related to the quality improvement program, which caused changes in attitudes and increased
employee involvement and the use of quality circles. Internal research indicated that the
company's employees are highly motivated, thereforenmgoyee turnover ratio as well as

absenteeism of employees is low.
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Research and development

The Elex strategy was to be a pioneer in the most sophisticated and demanding segment of the

market. The strategy was to attract the best of the best engineeeseadthers on the market.

The basic challenge in research and development was the continuous technological
development and decreasing life cycle of products. Expenses for research amounted to 15% of

sales, which was above the industry average.

Possiblaliscussiomuestions

1. Suggest to John the best approach to creating a report in such a short period.

2. Canthe report be used to assess the value of the business assuming that Elex is currently
a private company? Can any estimated character make sense?

3. Couldthis report be useful when seeking extra financing? What kind of information

could venture capitalist could look for in such reports?

The students will have an opportunity which reporting model they would like tMaseof
them wouldbe expected teuggest the Balanced Scorecard approach; however, the report on

intellectual capital or any kind of integrated report could be a possible option.

The case provides also an opportunity to discuss the motivation for developing such a report

and the usefulnes$ the information provided from a perspective of internal and external users.

Anna Maria G-rska, Kozmi nski University, Pol

Public health care in Poland struggles with perceived poor qualitgeafical service and
customer service, whigbtrovidesopportunity for private companies to enter the mahkéthin
upcoming yearsa major risk factor for private companies will be connected with legislation
changes, underrepresentation of skilled workforce akasehging population, which public
institutions are not yet prepared for. The following case is to present the private company

working within the difficult market of healthcare in Poland.

Company was established in 1993 by its current CEO and sharetaideince 2011 it is
listed ontheWarsaw Stock Exchange. Currently it runs 20 institutiorssximajor cities in the
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country serving 4500 customers out of which 1800 are contract clients.

Due to the character of the industry, company has a dieigion between its administration
employees (600) and medical staffo@0). The latter include doctors, nurses and atretical

staff, which are working on a basis of contracts not full employment. On the other side, there
are 600fully employed administrative workerscomprised of higher, middle and lower
management as well as customer service and call center. Due to highly different HR and
management challenges that arise between administrative and mpet®@hnel company

strongly distinguish& between the two.

Company portrays itself as fan enterprise t
[ medical personnel] o6 and from various angl es
need for full employment, limited responsibility fire patient), while in the perspective of
maintainingemployedoyalty or creatingstrongorganizational culture it is rather a challenge.
Additionally, an intensifying challenge becomes recruiting new, young medical stadsides

formal education, aemployee is required to haaeleast 10 years of practieatperience and

be able to workndependetly. The issue of decreasing number of specialists iptbielem

throughout the industryVith only 231 practicing physicians per 100,000 inhabitant&nélo

lags behind the EU standards (Eurostat, 20b@8p://ec.europa.eu/eurostat/statistics

explained/index.php/Healthcare personnetigtes - physiciany. Moreover, majority of

physicians are of considerate age, while medical universities admissidosvat@onnected

significant shortages ofjualified personnel. While maintainingxisting personneland
attractingnew hiress certainly seen as a challenge in the future, current manage e
challenge is to train and inculcate certain behaviors in the relationship with thespatiegtree
of sensitivity and care on one handuilding own personal brandn anotheras well as

trustworthiness and reliability.

In the case of administrative personnel, lack of leadership skills on various levels of
management, soft skills as well as Igtieal and strategic competences was stressed. Personal
branding skills were also underlined in the context ofsetisciousness and lack of awareness

of Ahow the way | | ook, speak, where | go or

I While preparing following case, company was struggling with unfavorable press connected with insensitive
treatment of patients by one of the physicians.

107


http://ec.europa.eu/eurostat/statistics-explained/index.php/Healthcare_personnel_statistics_-_physicians
http://ec.europa.eu/eurostat/statistics-explained/index.php/Healthcare_personnel_statistics_-_physicians

Aforementioned chadinges within the company are addressed through extensive coaching and

mentoring programs. Due to significant degr e
shareo f young women employedo, company has ir
Management (KN wi t hin the teams. Thus, | eawagr s ar e

t hat members know what each are doing and ca
internal newsletters and Social networking platforms. As part of KM and presekiilsg s
within the company, internal recruiting and promotions are preferred, rather than hiring from

the outside.

Despite the fact that company has two distinct types of employees (or as company prefers
partners), which are to perform different type afriy still there are certain similar challenges
between the two, connected with the development of soft skills and building authority, which

is indifferent to what public institutions in country are struggling with.

Anna Maria G-rska, Kozmi nski University, Pol

As statedbn the Orange Poland website, the management of the company would like to perceive

Orange brand gwreferredone acrosghe country.

Currently Orange is a provider of mobded stationary telecom services, internet access and
TV. Additionally they provide ICT services, data transfer, infrastructure construction,
providing energy and financial services. Nowadays Orange has the biggest technical

infrastructure to provide senas for the key products.

The company aim is to democratize the digital revolution. To help people to understand how

the technology works and how it can help in daily business or private life.
Historyflavor

Orange Poland i& company which was transformdcbm national telecom provider ta

modern company dhe 21 century.

Its history goedackto 1947 when Polska Poczta, Telegraf i Telef@s established. 11991,
the company was reconstructed to Telekomunikacja Polska and Poczta Polska.
Telekomunika@ offered all services regarding the teleashile Poczta Polska stayed with all

postal servicesAfter sevenyears, Telekomunikacja Polskaas privatized and in 2000 the
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FranceTelecombecame the strategic shareholder of the company. In theyears,the

company introduced new produstschas satellite TV.

Since2012,0range becamiaemain brand of the company. It hiéseesubsidiary companies
Tp Teltech (infrastructure), Telefony Podlaskie, Explattigifing9, and Orange Foundation
At the endof 2016 Orange had 16 million clients of mobifhone 3.9 million stationary

phones and 2 million individual clients of internet. The income was 11,5 million PLN.
Challenges

Main current challenges the company faces are connected with:

1 Client satisfactin in context of digital revolution

1 Giving a value to the customeibe a partner in the process
1 Investment in infrastructureupdate to the changes

1 Employeed build an advantage in people competences

Regarding the future, the management of the compadgrline that due the fast changing
environment it quite difficult to prepare long time strategy. The challenge for Orange Poland is
how to accompany its clients in digital revolution process. The company has to answer the
guestion what kind of additiongkrvices have to be introduced to make this transformation

easy going for final customer.

The company wouldlsolike to work on new competences of its employsashasbuilding
bigger awarenessf the digital revolutionfeatures, consequences in contretibn to client
expectations, how the company can meet these expectationts hoild customer experience.
To develop and move forwardhe company invests ioptic fiber infrastructureand in

intellectual capital to build the company value onrtreket.

Questions to be considered

To gather more informatigrplease look at the new strategy of Orargjenttp://orange
ir.pl/sites/default/files/Strateqy presentation 201700904 website arngtifesults center of

the company:http://orangeir.pl/resultscenter/results and try to answer the following

guestions:

A What kind of additional services can be introduced?
A What kind of additional areas should be explored?
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A What kind of competences can enhance the Orange employee?
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Short Cases from Slovenia

RokRa mg a k , CEEMAN

Telecoms had a very prosperous time and lived very well on their infrastructure for decades,
growing extremely fast in the lastenty yearswhichwas mainly a result of providirigternet

mobile connectionsaandmobile phones

It was no different for Telekom Slovenije, the first Slovenian fixed line provider and in 1991 it
founded its sister company Mobitel, the first Slovenian mobile network provid&é@98, it

used its fixed | ine net wor kinternet plowederolinakvayS| o v e n
held a strong market position in its fields, expanding fast and ir28@ids, Slovenia was one

of the most fAconnectedo countries in the wor
If we look at the numbers and facts, it is hard not to be optimistic about tetecopanies.

From 1995 when around 1% of population was using internet, in 2017 more than 80% were
connectedSimilarly, in Slovenia the only place you could connect to interngtaearly1990s

was at the Nationgbcience Institutevhile in 2016, 78% of @ople had connection. Telecom
customers are often locked into a lelegm plan and many have high levels of loyalty to their

carriers, which provides a very stable base.

At the samdime, the Internet traffic has experienced dramatic growth in the lage2@s. In
1992 the global Internet networks carried approximately @ig@bytesof traffic per dayIn
2002 the global Internet traffic amounted to 1§i@abytes per second (GBps) and in 2016 it
reached more than 20,000 GBps (Cisco VNI, 2017)

D o e s this suggést that the industry will continue to prosper for quite some time? Then
why would Telekom, a company very much a part of this success story, be establishing a
business transformation office? And why would a man with a proven track recorae$siut

business changes in various companies be brought ineagl@ard member in 20167

Well, to a large extent, telecom companies do not seem to have succeeded in their efforts to
monetize the rapidly increasing flood of data running through theirank$win Europe, the

average revenue per user has dropped by 6% in tHégears with a similar story elsewhere.
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Telecom companiésbility to reinvest in network upgrades and digital advances, which are

happening ever faster and the shorter amortization periods, has been severely constrained.

In a matter of speaking, telecom companies are facing their first invasion from the outside
world. Relations that perhaps seemed symbargnow becoming apparently parasitic. Over
thetop (OTT)is becoming a problem. Using the infrastructure telecom companies invested in,
companies like Viber and WhatsApp are now covering more than 80%moésdlaging traffic

and Skype processes more than a third of all international calls. As a result, PwC estimates a
large decrease in basic communication service revenues witfofisopf 30 percent in SMS

messaging, 20 percent in international voice, andetdent in roaming.

If we look atthe US the telecom compani@share of total industry revenues has already fallen
bel ow 50%, with the rest going to mobile ser
make money through ads.

On the other hand/ideo now counts for more than 73% of global IP traffic and with 26% of
compound annual growth rate this means it will grow threefold from 2016 to 2020, but most of

the revenue goes to companies offering streaming services.

It is clearlyatime for change andlelecom Slovenije is realizing this. They started by reducing
the number of employees. In the last two years, more than 600 employees were fired. At the
same timethey put a lot more monegto performance management scheme, on development

for their exigsing employees.

They reduced their costs, tried lowering their prices to kelefh@efcompetition, tried focusing
on their most profitable serviceand they are even moving to neighboringsector by
developing new services and trekking in to new phthacquiring other companies from the

financial sector.

But are these longetm solutions? How does a copédred company develop a sustainable

business model in an unstable wireless world?

RokRa mg a k , CEEMAN

Although there was hardly a car to be found on Slovenian roads in 1955, a company in a small

remote town of Tolmin had a vision and was bold enough to start manufacturing plugs for
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automobiles. First glow plugs for diesel engines were matwrizd in the early 1970s, followed

by flywheel magnetos for small petrol engines a few years later. In the early 1960s, Hidria
launched the production and assembly of central heating installations, water distribution
installations and air conditioningnd first engines for hermetic compressors were exported
from Idrija to the United States in the 1980s. In the second half of the 1990s, Spodnja Idrija
started manufacturing laminations for the automotive industry and laterahlsginum

components.

Hi d r kew 6Gompanies joined int@a corporation over the last twenty years, after the
establishment of the parent company Hidria. After gheatization total restructuring and

merger of key companies, Hidria has grown into a corporation of 1,800 emplayess
severalcompanies in Slovenia and abroad. It is one of the leading European corporations in
fields of integral solutions for heating, ventilation and-ainditioning of buildings and
components for HVAC systems, anlkeinnozatwcaof Hi d
engine solutions and vehicle steering systems are incorporated in the automobiles of the leading

European trademarks.

Transportation of people and goods creates somewhere between 15 and 20 percent of
greenhouse gas emissions, whileagarage car creates approximately 300g of CO2 emissions
per travellekilometer, which is certainly not sustainable and will need to change while Hidria

will have to find its placewithin this change. The speed of conversion is affected by many
different factors like state subventions, access to theceityersonly by electrical and nen
emission vehicles, easily available and free parking places for electrical vehicles and European

emission standards which significantly redefine transportation enmsssiery four years.

To lead all this, a fast pace of technological development is neddesupport the change
while being economically viable at the same time. An interesting example of this are batteries,
the capacity of which is expected to double evkrgeyears, while the prices should decrease

by halfatthe same time. With rapid technological development supported by government plans
on national and international levels to start banning internal combustion engines in the next

couple of decades angantually only allow sales of electric cars, big changes lie ahead.

New technologies can have a disruptive amdncatastrophic effect on seemingly successful
companies. Let us only look at large camera and film companies that dominated the
photographymarket less than two decades ago and have quickly gone extinct with the
emergence of digital cameras.
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Companies dealing with internal combustion engines might soon go extinct if they do not
transform their businesses or even better, to find a place ofahao with the emerging

technologies.

Rok Ramgak, CEEMAN

We look at a case of particularhealthcare company, but because of the specific national
legislation in Sloveniandother European caories, the issue is applicable to other companies

involved in medicine production and sales.

The pharmaceutical company is in a rather in
legislation, if they want to send people out in the field to ptemuedicineto physicians, they

need to have bioscience educatidimey have to beeither medical doctors, pharmacists,
biochemists, biologists or veterinarians, and that is more or less it. While these people are
usually experts in their field, unfortutedy, they are often seriously lacking understanding of
business, politics, sales and soft skills in general. On the other hand, the market is becoming
ever more demandirendrequires even higher level of skills and knowledge. While in the past

they wouldbe selling the medicine to physicians who were the decision makers, today the target
audience is mainly the ministry and other big governmental institufidns.means that it is

not about selling a specific drug to a person anymore, but about selling a whole portfolio to an

institution, which makes things even maamamplicated

The company recognizes this as one of its most important challenges and hatedledica
significant resourceand different approachéswards solving the issue. When new employees
are hired, they try hard to identify apdovide training formissing skills and competences.
They assess theturrentcompetenciesdentify the gaps, and &m offer either formal facto-

face training, eLearning, books, or whatew#rerkind of education the new employee would
need according to thassessmentOccasionally they also sponsor participation in MBA
programs to keyalents, whichthey identify. A a method, they often find most effective

encouraging mentorship betwethie experienced and new employees.

The company has even invested resources into developing online courses and mobile apps

specifically for their employees.

As all steps described lreedemand significant resources and expert knowledge, the company
recognizeshat it would be much better if the educational system wioeilable to betterepae
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their students and prowedhem with broader knowleddkat will be needed for their jobEhey
recognize that the students move somewhat out of their main educational field when they start
working for them, but even if they would stay within their profession, a broader perspective
and more focus on soft sldltould still prove beneficial, both for the student and their future

enployers.
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