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Being multinational and complex, global supply chains may be extremely
vulnerable to sudden crises, such as the recent covid-19 pandemic. In
addition to issues related to the health and lives of people, the pandemic
has also had negative impacts on supply chains, and many companies de-
pendent on them have been struggling. The ability to recover from dis-
ruptions is called resilience. In this study, the resilience of supply chains
is evaluated by studying three globally operating Finnish b2b manufac-
turing companies during the covid-19 pandemic. The empirical research
was conducted by interviewing the companies’ supply chain and purchas-
ing operations representatives, analysing the results and comparing the re-
sults to the literature. As a result, essentialmethods to survive during crises
and increase the resilience of supply chains were discovered. The results
can be utilised in preparing for future crises.
Key Words: resilience, supply chains, disruption, global crises, covid-19
jel Classification: l9, f23, d81

Re
ce
iv
ed
:1
1F
eb
ru
ar
y
20
21
·A
cc
ep
te
d:
19
M
ar
ch
20
21
·P
ub
lis
he
d
on
lin
e:
22
Ju
ne

20
21

https://doi.org/10.26493/1854-6935.19.105-126

Introduction
In 2020, the world faced a huge disruption in the form of the covid-
19 pandemic. covid-19 affected the lives and health of people, but also
had direct and indirect effects on companies because of restrictions, low-
ering consumption or stalling economies, which directly affected global
trade (Kraus et al. 2020; Wilding, Dohrmann, and Wheatley 2020). As
a preventive action, many businesses and factories were closed during
the pandemic (Rio-Chanona et al. 2020). Negative effects have also been
recognised in the global economy, industries and individual businesses,

Managing Global Transitions 19 (2): 105–126



106 Pasi Rönkkö, Aleksi Isopoussu, Jukka Majava, and Osmo Kauppila

politics, the way we live and interact, and supply chains around the globe
(Wilding, Dohrmann, and Wheatley 2020). This has caused disruptions
in the operations of companies becausemost industries depend on global
supply chains (Kraus et al. 2020).
The global coronavirus pandemic has not been the only crisis in mod-

ern history (Giansoldati and Gregori 2018; Kraus et al. 2020; Manuj and
Mentzer 2008). For example, before covid-19, one of the most-studied
severe crises was the Fukushima disaster (Matsuo 2015; Park, Hong, and
Roh 2013; Todo, Nakajima, and Matous 2014). Usually, disruptions such
as natural disasters or terrorist attacks have brought changes to opera-
tions, safety or other issues of companies (Gibb and Buchanan 2006);
sudden natural disasters have especially shown the vulnerabilities of sup-
ply chains (Manuj and Mentzer 2008).
The risk management of supply chains has been studied (Jüttner, Peck,

and Christopher 2003; Manuj and Mentzer 2008; Tang 2006), but in the
current study the context is the covid-19 pandemic-the longest-lasting
and most severe crisis this century. Studies on supply chain resilience in
the covid-19 context are emerging (Belhadi et al. 2021; Golan, Jernegan,
and Linkov 2020; Ivanov and Dolgui 2020; van Hoek 2020) and studies
on the pandemic and its influences on different types of businesses, such
as family businesses (Kraus et al. 2020) and small businesses (Bartik et
al. 2020) exist, but there is a need for further research in different geo-
graphical areas, industries and specific functions, such as supply chain
management. Finland has a unique geographical position: a remote loca-
tion from its main markets (Ministry of Transport and Communications
Finland 2005) and a strong trade and export orientation, with interna-
tional trade accounting for a third of its gdp (International Trade Ad-
ministration 2020). Thus, the country is strongly dependent on the global
economy. In addition, Finnish companies greatly depend on global sup-
ply chains.
The present study aims to increase the scientific knowledge on man-

aging the vulnerabilities in supply chains and on surviving disruptions in
the global manufacturing industry. We focus on the supply operations of
three globally operating Finnish b2b manufacturing companies. To sup-
port the aims of the current study, the following research questions are
posed:

rq1 What kinds of vulnerabilities and disruptions were identified in the
supply chain operations of the studied companies?

Managing Global Transitions
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rq2 What were the key methods to cope with these vulnerabilities and
disruptions?

The present study is qualitative and includes both literature and em-
pirical analyses. The data collection took place during 2020 and thus the
covid-19 pandemic formed the context for the study, but the study fo-
cused also on generic vulnerabilities of the case companies’ supply chains.
The first section includes the study’s background, objectives and research
questions. The second section presents related literature, that is, supply
chain risk management and supply chain resilience (scres). The third
section describes the research methods, and the fourth section presents
the results. The fifth section includes the discussion, with the conclusions
being presented in the sixth section.

Literature Review
Many companies operate globally because of opportunities for high spe-
cialisation, wider market area, labour and material costs, tax abatements
or having an interest in international product, capital or factor markets
(Manuj andMentzer 2008). Companies may also have unique abilities to
manufacture certain products, thus being able to generate international
demand (McMillan 1990). To meet this demand, goods are usually pro-
duced and delivered through supply chains; sociotechnical networks to
identify, target and fulfil a certain demand; a process to decidewhat, when
and howmuch should be moved where (Davis 1993); or the management
of supplies, suppliers, inventory and distribution (Goffin, Szwejczewski,
and New 1997). Global supply chains require highly coordinated flows of
goods, information, cash and services (Manuj and Mentzer 2008), mak-
ing them vulnerable to disruptions and highlighting the importance of
managing risk and resilience.

risks of supply chains
Global supply chains and networks may be extremely vulnerable because
of the growing interdependence of companies (Tukamuhabwa et al. 2015),
longer paths and shorter clock speeds and overall complexity, all of which
can increase the probabilities for disruptions and create smaller error
margins (Kleindorfer and Saad 2005). Thus, one disruption may affect
and lower the capacity of the entire supply chain (Manuj and Mentzer
2008).
Supply chain risks have been divided into specific categories: low-

impact and high-impact risks (Simchi-Levi, Schmidt, and We 2014),
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table 1 Business-Related Risk Factors

Risk(s) Author(s)

Poor supplier performance, reliability and
logistical risks

Manuj and Mentzer (2008)
Simchi-Levi, Schmidt, and We (2014)

Forecast errors and challenges in coordi-
nating supply and demand

Christopher and Lee (2004)
Simchi-Levi, Schmidt, and We (2014)

Obsolescence Christopher and Lee (2004)
Manuj and Mentzer (2008)

Inadequate availability of materials and
components, stock-outs, overstocking,
precision of the components and materials
and lack of accuracy

Manuj and Mentzer (2008)

Increased dependency of it networks,
human errors and utility disruptions

Cerullo and Cerullo (2004)

Uncertain economic cycles and customer
demands, jit (just-in-time)

Tang (2006)

Hidden risk Simchi-Levi, Schmidt, and We (2014)

table 2 High-Impact Risks

Risk(s) Author(s)

Natural disasters, political upheavals and
strikes

Cerullo and Cerullo (2004)
Kleindorfer and Saad (2005)
Manuj and Mentzer (2008)
Simchi-Levi, Schmidt, and We (2014)

Terrorist attacks Cerullo and Cerullo (2004)
Kleindorfer and Saad (2005)
Tukamuhabwa et al. (2015)

Economic disruptions Kleindorfer and Saad (2005)
Manuj and Mentzer (2008)

Competitive and infrastructure risks Manuj and Mentzer (2008)

Factory fires Simchi-Levi, Schmidt, and We (2014)

Changes in enterprises Gibb and Buchanan (2006)

quantitative and qualitative risks (Manuj and Mentzer 2008), external
or natural and man-made risks (Tukamuhabwa et al. 2015; Tang 2006)
or risks related to disruptions in normal activities (Kleindorfer and Saad
2005). The risks related to businesses are presented in table 1, whereas the
high-impact risks are presented in table 2.
Poor supply and demand coordination (Christopher and Lee 2004;
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table 3 Risk Mitigation Tools

Risk mitigation tools Author(s)

Excessive inventories and inventory man-
agement

Christopher and Lee (2004)
Kraljic (1983)
Simchi-Levi, Schmidt, and We (2014)
Tukamuhabwa et al. (2015)

Operating with multiple manufacturing
plants and production lines

Kraljic (1983)
Simchi-Levi, Schmidt, and We (2014)

Relocating inventories, sourcing and pro-
duction lines

Wilding, Dohrmann, and Wheatley
(2020)

Supplier selection, building logistics capa-
bilities, risk management culture, supply
chain collaboration, supply network struc-
ture and visibility

Tukamuhabwa et al. (2015)

System flexibility, strategic partnering
with suppliers, long-term contracts with
penalty clauses and using standardised
components on product structures

Simchi-Levi, Schmidt, and We (2014)

Manufacturing multiple products Kraljic (1983)

Simchi-Levi, Schmidt, andWe 2014) may lead to a bullwhip effect, which
may distort the actual product demand. Here, a ripple effect is the impact
of disruption propagation through a supply chain (Dolgui, Ivanov, and
Sokolov 2018). Hidden risk (Simchi-Levi, Schmidt, and We 2014) means
that the total spending on the supplier is relatively low, but the risk’s finan-
cial impact is high. Changes in operations, such as automation, downsiz-
ing, process re-engineering or outsourcing may also introduce new risks
(Gibb and Buchanan 2006).
Supply chain risks have traditionally been managed by evaluating the

magnitude and likelihood and business impacts of risks and locations,
and configuration of technological assets (Simchi-Levi, Schmidt, andWe
2014).Wilding,Dohrmann, andWheatley (2020) state that it is important
to know where the suppliers of all tiers are located. The risk potential
of traditional events may be evaluated by using historical data, but it is
hard to predict high-impact risks that have a low probability of occurring
(Simchi-Levi, Schmidt, andWe 2014). Supply chain risks can bemitigated
by transferring them through insurance and outsourcing, or minimising,
reducing, eliminating, absorbing or avoiding them (Gibb and Buchanan
2006). The risk mitigation tools are presented in table 3.

Volume 19 · Number 2 · 2021
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Although excessive inventories and inventory management are of-
ten mentioned (Christopher and Lee 2004; Kraljic 1983; Simchi-Levi,
Schmidt, and We 2014; Tukamuhabwa et al. 2015), Christopher and Lee
(2004) add that supply chain risk mitigation methods may lead to finan-
cial risks because of obsolete inventory.

risks in supply operations
Supply operations and supplier management may be a significant com-
petitiveness factor, particularly if a company relies a lot on supplied ma-
terials and components (Goffin, Szwejczewski, and New 1997; Kraljic
1983). Good suppliers may also help in new product development, and
through achieving better delivery performance through process devel-
opment (Goffin, Szwejczewski, and New 1997; McMillan 1990), supply
security can be improved (Kraljic 1983). Thus, suppliers may have a huge
influence on a company’s success or failure (Goffin, Szwejczewski, and
New 1997).
Regarding supply strategies, single sourcing, the reduction of the sup-

plier base and long-term supplier relationships have been preferred in
manufacturing to effectively manage suppliers, increase quality and ob-
tain economic benefits (Goffin, Szwejczewski, and New 1997; McMil-
lan 1990). However, single sourcing is a risk (Wilding, Dohrmann, and
Wheatley 2020); here, dual or multisourcing methods are usually pre-
ferred to mitigate supplier risks (McMillan 1990; Simchi-Levi, Schmidt,
andWe 2014). Alternative options also exist, such as single sourcing with
back-ups (Goffin, Szwejczewski, and New 1997) to enable the benefits of
having few suppliers while reducing risks. Another popular approach is
the just-in-time (jit) method, which requires only a few suppliers that
are located close to the buyer’s plant, close cooperation and frequent de-
liveries (Gunasekaran 1999).
The focus of supplier risk mitigation is usually on the suppliers of the

strategic components that often depend on a single supplier (Simchi-Levi,
Schmidt, and We 2014). The preferred and available sourcing strategies
depend on power relations (Kraljic 1983). When buyers are stronger, the
strategies may include reducing their own inventories, spot buying and
minimising logistics costs. In the case of equality, the operations include
optimising and balancing and buffer stocks. If the supplier is stronger, the
supply is ensured by contracts.
Business continuity management (bcm) is an enterprise-wide ap-

proach to risk identification,mitigation and recovery (Gibb andBuchanan
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2006); it relates closely to supply risks and resilience. As a tool to deliver
products despite crises (Gibb and Buchanan 2006), bcm includes a risk
analysis, selection of mitigation strategies, monitoring and control, im-
plementation, testing, education and training, and review (Cerullo and
Cerullo 2004; Gibb and Buchanan 2006; Lam 2002). Cerullo and Cerullo
(2004) highlight the importance of testing and training employees to
reveal the vulnerabilities of the continuity plan and increase employee
performance during disruptions.

supply chain resilience
scres refers to a supply chain’s ability to recover from a disruption and
move either back to the original or a totally new state (Pettit, Croxton,
and Fiksel 2019; Ponomarov and Holcomb 2009). Here, resilience is the
ability to survive, adapt and grow in the face of crises, and it consists of
two factors that need to be balanced: vulnerabilities and capabilities (Pet-
tit, Croxton, and Fiksel 2013). Tukamuhabwa et al. (2015, 5599) concisely
define scres as: ‘The adaptive capability of a supply chain to prepare
for and/or respond to disruptions, to make a timely and cost-effective
recovery, and therefore progress to a post-disruption state of operations-
ideally, a better state than prior to the disruption.’ scres may be vital for
immediate survival (Cerullo and Cerullo 2004), but it is also critical as a
source of a long-term competitive advantage because a proper response to
a disruption may improve a company’s market position (Tukamuhabwa
et al. 2015).
A resilient supply chain should be flexible because the new state may

differ from the original state (Ponomarov and Holcomb 2009), and its
elements may change in response to a disruption (Tukamuhabwa et al.
2015). When it comes to recovering, supply chains should have the ca-
pabilities to anticipate, monitor, respond and learn (Hollnagel 2009), the
latter of which will tend to result in increased scres (Tukamuhabwa et
al. 2015). However, flexibility may also incur costs. Indeed, Jüttner, Peck
and Christopher (2003, 203) mention: ‘Flexibility is often sacrificed for
cost reduction.’ Jüttner andMaklan (2011) state the possible threats related
to scres, such as sharing sensitive information and using multisourcing
strategies, which may lead to liquidity risk. If excessive amounts of re-
sources are used to mitigate irrelevant risks, the profits of the company
may be eroded (Pettit, Croxton, and Fiksel 2013). Additionally, Baghersad
and Zobel (2021) find that larger firms are more resilient to supply chain
disruptions than smaller firms because they tend to be able to absorb the
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table 4 Identified scres Capability Factors

scres capability
factor

Description

Supply network
structure

The structure is the most suitable for the operations and supply
chain environment. Operations are dispersed to many factories and
production lines (Kraljic 1983; Simchi-Levi, Schmidt, and We 2014;
Wilding, Dohrmann, and Wheatley 2020).

Visibility, speed
and flexibility

The visibility enables real-time actions if crises occur. Changes can
be made quickly to enable recovery (Cerullo and Cerullo 2004;
Tukamuhabwa et al. 2015), and structures are flexible to adapt and
enable changes in supply chains (Ponomarov and Holcomb 2009;
Tukamuhabwa et al. 2015).

Resilient prac-
tices in supply
operations

Resilience is built, for example, by choosing the right suppliers
and suitable supply methods (Goffin, Szwejczewski, and New
1997; McMillan 1990), with increased inventory levels and buffers
(Christopher and Lee 2004; Kraljic 1983; Simchi-Levi, Schmidt, and
We 2014).

Collaboration Effective communication and collaboration in the supply chain
with all the stakeholders, mutual objectives and sharing knowledge
related to supplied items and processes (Tukamuhabwa et al. 2015).

Culture of re-
silience

Building preparedness by mitigation strategies and plans, recovery
practices, simulations and personnel trainings (Cerullo and Cerullo
2004; Gibb and Buchanan 2006; Tukamuhabwa et al. 2015).

risks because of more resources, whereas smaller firmsmay bemore agile
and recover faster.
This literature review can be summarised as a set of the key capability

factors of scres and their definitions. They are presented in table 4 and
are used as the basis of the empirical part of the research presented in the
next sections.

Research Process
A case study method was utilised in the current research; it is a use-
ful method when studying contemporary phenomena that cannot be af-
fected by the researcher and looking at these phenomena in a broad con-
text (Yin 2003). Based on the literature review presented in the second
section, a semistructured interview guide (Appendix 1) was created to
understand the general practices, patterns of material and information
flows and the current practices of managing vulnerabilities and disrup-
tions of three case companies. From each of these three globally operating
manufacturing companies, key persons related to supply chain operations

Managing Global Transitions
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table 5 Case Companies and Interviewees

Company Revenue Personnel Industry Roles of the inter-
viewed

Company 1
(c1)

>2 billion € >10,000 in
more than 40
countries

Maritime,
Defence and
Aerospace,
and Digital

Development manager,
Operative purchaser,
Sourcing manager,
Strategic purchaser,
and Supply chain man-
ager

Company 2
(c2)

>500 mil-
lion €

>3,000 in sev-
eral countries

Electronics,
contract man-
ufacturer

Value chain director
and Material and logis-
tics manager

Company 3
(c3)

>3 billion € >15,000 in
more than 50
countries

Fluid engi-
neering and
related tech-
nologies

Category special-
ist, Logistics man-
ager, Operative pur-
chaser/Workflow man-
ager, Purchasing man-
ager, and Operative
purchasing manager

(table 5) were interviewed. The interviewees had the opportunity to fa-
miliarise themselves with the interview guide beforehand. The interviews
were transcribed and then analysed to identify key concepts and issues,
commonalities and juxtapositions.

Results
The interview findings were categorised according to the scres capabil-
ity factors presented in table 4. Abbreviations c1, c2 and c3 are used to
indicate the companies described in table 5.

supply network structure
All the case companies have global supply networks, and one common
supply location is China. Additionally, domestic and Italian suppliers are
preferred by c1, whereas c3 is sourcing globally, mostly from Europe,
South Korea, India and the usa. All transportation modes are used (c1,
c3), but c2 prefers air freight. The transportation mode used varies de-
pending on location, urgency, price, lead time and the type of compo-
nent (c1). Air freight availability and the high price were identified as
challenges during the pandemic (c2, c3). Some air transportations were
shifted to rail and road (c2), but c1 had disruptions even in train deliv-
eries because of closed borders.

Volume 19 · Number 2 · 2021
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Multiple-tier supply chains and long lead times were considered vul-
nerabilities because of decreasing visibility (c1, c3). For example, c3’s
supply chain may consist of up to four tiers of suppliers, making the
network very complex. Failures in critical engineered components with
long manufacturing times were considered risks (c1, c3). c1 had recog-
nised the disruptions related tomaterial shortages, machine breakdowns,
transportation disruptions and the financial challenges of suppliers.

visibility, speed and flexibility
Visibility was seen as important, and it was evident that a lack of visibility
exists in supply chains. Challenges existed in obtaining real-time logisti-
cal information (c1, c2, c3), which was seen as a potential risk because
of slower reactions to sudden changes (c1, c2). For example, gps track-
ing of train deliveries (c1) was used, but in most cases, ‘information was
only received if the arrival times changed or shipments were stuck’ (c1).
The problems were usually investigated manually if the goods did not
arrive on time (c2). c3 used a manually updated shared folder with the
logistics operators and purchasers to track deliveries. However, real-time
information was not available.
Deliveries were often confirmed manually, and after that, the compa-

nies did not have the visibility or capabilities to track the state of the pur-
chase orders (c1, c2); however, c3 used mostly automatic confirmation,
and c2 had a goal of shifting from manual to automatic order confir-
mation. Pilot projects were also conducted to increase the visibility in
the supply network and improve traceability (c2, c3). c2 saw that ‘better
visibility would enable more realistic delivery schedules and changes in
them.’ Another solution for better real-time visibility was the integrated
services of logistics providers (c2).
Database interfaces and electronic data interchanges (edis) were used

between the suppliers and buyers in the cases of c1 and c3 to manage
the order log, confirm the orders and provide real-time information re-
lated to orders, but with smaller suppliers, the purchase orders and con-
firmations were done via e-mail and confirmed manually in the Enter-
prise Resource Planning system (erp). However, changes in purchasing
orderswere not possible for c1, and any changes had to be done via e-mail
or phone. In particular, c1 and c2 used a lot of manual data transfer by
Excel sheets, even though c1 had recognised information distortions re-
lated to this. c1 sent some purchase orders via erp, but an automatic sys-
tem to send purchase orders did not exist. Challenges also existed when
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it came to getting the purchase requests at the right time through the or-
dering process to meet the demand (c3).
c1 achieved speed by using instructions and checklists to consider

the required actions and sharing responsibilities. c1’s crisis management
team had mandates to appoint a recovery team consisting of key man-
agement team members. The importance of flexibility among suppliers
was addressed to rearrange production plans and lead times and find new
supply options to ensure continuous material flows during disruptions.
The inflexibility of logistics partners was recognised as a challenge in
deliveries (c3).

resilient practices in supply operations
Tomitigate risks critical components’ delivery, stock bufferswere built for
certain suppliers (c1) and risky regions (c2), but there were also strate-
gic alignments made for reducing inventory levels (c3). Higher inven-
tory costs were covered by a service fee from customers so that faster lead
times could be provided (c2). The risks related to late deliveries weremit-
igated by having materials delivered in advance before production (c3).
Single suppliers were not usually preferred (c1, c3), except when it

came to c2, which had some reactive backup options, such as spot pur-
chasing and higher payments for suppliers. Other companies, such as c3,
were using spot purchasing only on rare occasions. The purchasing vol-
umes of c2 were low, and amajority of componentswere purchased from
distributors.
Single sourcing vulnerabilities were recognised, especially if the prod-

ucts were tailored, the supplier had intellectual property rights (ipr) re-
lated to the products (c1), or the customers demanded using the com-
ponents of a certain supplier (c2). iprs prevented other manufacturers
frommanufacturing certain items, and the demand for using certain sup-
pliers limited the selection of suppliers. The supply practices of the com-
panies with several business units varied; for example, c3 had no strate-
gic alignments for using certain suppliers or components companywide.
c1 typically used two to three suppliers per component, whereas the

number of suppliers of c3 varied between one andfive. c2 and c3 aimed
to reduce the suppliers of some components. If many suppliers for a cer-
tain component existed and the needs for those components varied, pur-
chases were usually split (c3). If customer demand suddenly increased,
finding sufficient capacity was usually challenging.
Besides multisourcing (c1, c3), the companies prepared for disrup-
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tions by having a wide supplier base (c3), geographical dispersion be-
tween suppliers, active communication and building better relationships
with the suppliers (c2, c3), audits at the suppliers to discover and solve
challenges together (c3), purchase contracts, and a continuous evalua-
tion of current and new suppliers (c1, c3). If there were disruptions in
the supply, alternative options were immediately looked for (c3). For ex-
ample, c2 used local contact persons in foreign countries to visit the sites
and look for optional supply sources. The evaluation of suppliers was seen
as important because of quality challenges and safety issues. ‘Poor qual-
ity components can sometimes lead to temporary sales bans or significant
penalty fees’ (c3). In addition, c1 had experienced late deliveries related
to subsupplier disruptions. Overall, product complexities vulnerable to
many defects were detected (c3).
Long-termpartnershipswere preferred by c1. Specific termswere used

in the contracts to force suppliers to deliver confirmed orders in all cir-
cumstances (c2, c3), and ‘better service was ensured by frame agree-
ments with higher costs’ (c2). Component refilling methods, such as
Kanban, were used in c1 and c2 to automatically fill some needs.

collaboration
Cooperation with customers was carried out to ensure sufficient capacity
of subsuppliers (c1, c2 and c3), but c3 highlighted that clear and trans-
parent communication with customers, especially in a moment of uncer-
tainty, was challenging. c2 had also faced challenges in communication
related to the inaccurate forecasts provided by customers, which led to
relatively high inventory levels. Performance levels and risk mitigation
procedures were actively presented to customers to create trust and vis-
ibility, but customers also inquired about the supplier risks and supply
continuity (c2).
Supplier cooperation was exercised to solve supply challenges (c1). It

was common for larger suppliers to inform the companies immediately
about the changes, whereas smaller suppliers communicated changes
later (c3). Joint weekly reviews of the supply issues were performed to
enable efficient information sharing, and urgency and severity measure-
ments were executed and communicated within the organisations glob-
ally (c3). Active communication, supplier evaluations and audits were
generally recognised as important activities (c1, c2 and c3), especially
with problematic and risky suppliers. c1 considered quality and delivery
reviews as important. c3 had outsourced somemanufacturing processes,
and some challenges related to communication were identified.
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culture of resilience

Risk reviews and mitigation plans were used to assess the risks in sup-
ply chains and prepare for them. The reviews included the financial re-
views of suppliers, category reviews including single-source risk reviews
and quality and delivery reviews. Simulations and regular exercises were
conducted to test plans and preparation for unexpected scenarios and to
provide useful feedback and improvement ideas, which was considered
important for better readiness of the employees (c1). c3 was also ran-
domly ordering excessive amounts of components on purpose to test the
capacities of suppliers.
All companies used cross-functional crisis management teams, espe-

cially during the covid-19 pandemic. Additionally, c3 had a small qual-
ity organisation for doing root-cause analysis of disruptive events and
past crises and sharing the information to related functions. However,
c3 did not have clear roles or defined structures for solving disruptions,
whereas c1 had defined ownership of the actions and well-defined roles.
c3 preferred frequent discussions between different functions during un-
certain times and aimed to develop better disruption management struc-
tures.
c2 arranged crisis management teammeetings on a weekly basis to in-

spect material availability of the factories, certain suppliers and affected
customers, using an action list; in addition, the management of differ-
ent factories communicated on a weekly basis the problems and current
performance levels. c1 did not have common risk mitigation procedures
with their suppliers, but they had some simple risk management proce-
dures with logistics operators. The creation of recovery plans was consid-
ered challenging because disruption types vary and a plan that is too gen-
eral is not useful (c1). c3 saw that there was a lack of strategic alignments
that could enable better management of unexpected changes. c3’s differ-
ent business units operated independently without any clear assessment
of vulnerabilities andmitigation plans. c1 also had plans to demandbusi-
ness continuity plans and risk evaluations from suppliers.

Discussion

key vulnerabilities and disruptions

Research on supply chain resilience in the context of covid-19 is emerg-
ing (Belhadi et al. 2021; Golan, Jernegan, and Linkov 2020), and this study
contributes by providing additional and geographic-specific information
through real-life findings; a research gap identified by both Ivanov and
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Dolgui (2020) and van Hoek (2020). The most common challenges re-
lated to supply chain vulnerabilities were related to a decreased availabil-
ity of components, it systems and lack of visibility, delivery challenges
and long lead times. Some supplier factories were closed temporarily in
risky regions at the beginning of the covid-19 pandemic. Rio-Chanona
et al. (2020) find the same issue, but according to our findings, some sup-
pliers’ capacities have decreased even in the long term. Some suppliers
may have closed their operations because of low demand, but some may
have shifted the production to more profitable goods or goods necessary
for national security of supply. The findings also indicate price increases
for engineer-to-order (eto) components, which could be the case of a
high-impact disruption, that is, covid-19, triggering another major risk
that affects global competition.
Our findings also show that the case companies suffered from inad-

equate it systems, which did not enable real-time information sharing
with the suppliers. Thus, supply disturbances were often not reacted to
until the deliveries were late. This finding complements the results of
Tukamuhabwa et al. (2015), who see the lack of visibility as a key sup-
ply chain risk factor. The studied companies had significant challenges in
it connections, which increased the need for manual data transfer. With
better visibility and real-time information sharing, the companies could
better anticipate and reconfigure the production schedules in time and
give more realistic promises to customers, see e.g. Kauppila, Välikangas
and Majava (2020).
Kleindorfer and Saad (2005) recognise that there is less room for er-

rors because of longer supply chains and shortened clock speeds. Our
results support this claim, especially with multitier supply chains. Be-
sides increased prices, another rare effect was the decreased availability of
air transportation. The limited availability andmore expensive air freight
affected the companies’ costs and pricing. In some cases, customers ac-
cepted the price change but not in all cases. It was also found that some
previously common components, such as electric motors and sensors,
suddenly became critical.
It is interesting to note that these vulnerabilities all relate to busi-

ness risks (table 1) that correspond to the risks presented by Manuj and
Mentzer (2008), Simchi-Levi, Schmidt, and We (2014) and Cerullo and
Cerullo (2004). This could be seen as an indication that the recognition
of high-impact risks and building resilience has not yet been realised,
despite the impact of covid-19.
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key methods for mitigating vulnerabilities
and disruptions

Common solutions in the studied companies during disruptions in-
cluded increased warehouse levels and buffer inventories, which have
been recognised in several studies (Christopher and Lee 2004; Kraljic
1983; Simchi-Levi, Schmidt, andWe 2014; Tukamuhabwa et al. 2015). An-
other methodwas to usemultisourcing, which has also been discussed by
McMillan (1990) and Simchi-Levi, Schmidt, and We (2014). The studied
companies preferred to have three to five suppliers for one component,
but thiswas considered challenging and expensive, and therewere aims to
reduce the number of suppliers. Using multisourcing may be expensive,
especially for tailored components, because it leads to smaller batches
and special set-up costs (McMillan 1990).
In our study, single sourcing, especially for critical components, was

identified as a risk. This is also supported by Wilding, Dohrmann, and
Wheatley (2020). Still, both multisourcing and increased warehouse lev-
els may increase costs, and higher inventory levels may lead to obsoles-
cence (Christopher and Lee 2004). On the other hand, a lack of certain
components may shut production lines, which is an example of hidden
supply risks (Simchi-Levi, Schmidt, and We 2014). Our study also iden-
tified a geographical dispersion in sourcing as a method to mitigate re-
gional risks (Wilding, Dohrmann, and Wheatley 2020).
The studied companies also utilised crisis teams consisting of key per-

sons from different functions, which is in line with the literature (Cerullo
and Cerullo 2004; Gibb and Buchanan 2006). Frequent internal commu-
nication between different functions was used to ensure sufficient mate-
rial flows between factories during uncertain times. Checklists, clear ac-
tion plans and the well-defined roles of different employees were used for
corrective actions during the disruptions. However, it was also identified
that actions should be more proactive for better preparedness. The im-
portance of training of the employees was identified in the results, which
is also stressed by Cerullo and Cerullo (2004). In our study, simulations
were identified to enable better preparedness to work during stressful sit-
uations and test and challenge action plans to findweaknesses, something
that could be further emphasised in scres research. Building better re-
lationships and close cooperation with different stakeholders in the sup-
ply chain, especially using vulnerability assessments that include themost
important partners, were identified as important to improve the ability to
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make real-time corrective actions during disruptions, which is similar to
the findings of Simchi-Levi, Schmidt, and We (2014). Finally, it was seen
as important to understand the capabilities of different suppliers. This re-
lates to supplier management and supply network planning that can be
identified as risk mitigationmethods, as proposed by, for example, Tuka-
muhabwa et al. (2015).

Conclusions
Global supply chains have an inherent vulnerability to disruptions, as the
covid-19 pandemic has shown. In the current article, we studied the vul-
nerabilities and disruptions in supply chains of three Finnish b2b man-
ufacturing companies and what types of methods can be used to address
them.
Some common issues were identified in the analysis of the case com-

panies’ supply chains. These included decreased capacities of suppliers,
increased vulnerability because of multiple supplier tiers or reliance on
few suppliers and decreased responsiveness because of a lack of visibility
in the supply chain.Anoteworthy findingwas not only thatmaterial flows
were disrupted during the covid-19 pandemic but that some suppliers’
capacity seems to have decreased, even in the long term.
The most common methods to address the vulnerabilities and dis-

ruptions were increasing inventory levels for critical components, trans-
ferring from single- to dual- or multisourcing and decentralisation of
the supply chain to mitigate country-specific disruptions. In addition,
supplier collaboration was increased to share real-time information and
identify common risks.
The results support previous research, yet the covid-19 pandemic

context also revealed unique vulnerabilities and disruptions. In terms of
reliability and validity, the current study utilised the case study method,
which results in some natural limitations in terms of the generalizabil-
ity of the findings. Despite careful design, data collection, and analysis
by multiple researchers, it must be noted that the study included only
three companies in different industries and with different supply chains.
Therefore, further studies are recommended to validate and compare the
findings in different types of industries and companies. The research did
not address systemically how the risks could be reduced in the case of a
covid-19 type of crisis, which could be a topic for further research. An-
other potential topic for further studies would be the use of more local
and circular supply to improve resilience. Could resilience be improved
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by replacing complex multinational supply chains with more effective
utilisation of materials and local solutions?
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Appendix: Interview Guide

Pre-assignment: please read these questions before the actual interview.

1 supply network
a Describe briefly what kind of structure you have in your supply chain.
b How does informationmove between these parts (e.g. how do you re-
ceive confirmations or status updates)? For example, by email, phone,
website?

c Do you have bottlenecks in your information systems where data
needs to be transferred manually?

2 inbound process

2.1 Procurement
a Describe briefly your sourcing model.
• Which countries do you have sourcing from?
• Howmany suppliers, on average, do youhave per each component?
• Do you have specific contracts (e.g. fixed-period contractual com-
mitment to supply a certain amount of material with certain lead
times and regularities)?

• Do you have a backup supplier option? How do you keep low vol-
ume suppliers interested?

b Describe briefly your purchasing process (e.g. how do you send a pur-
chasing order to a supplier?).

c How are the purchasing decisionsmade?What is the level of automa-
tion in purchasing decisions?

d What kind of system/practice do you have to keep track of the status
of a purchasing order?

e What are the current challenges? What is your most critical compo-
nent?

2.2 Inbound Logistics
a Whatmode(s) of transportation do you use?What are the lead times?
Based on which factors is the mode of transportation chosen?

b Is your company responsible for organising the inbound logistics of
the purchased materials?
If yes, what kind of booking procedure/system do you have (e.g. do
you have contractual 3rd party logistics providers, extranet booking
system)? Do you plan the routing of logistics by yourself (e.g. pre-
ferred countries for customs clearance)?
If not, can you choose the transportmode from the supplier based on
e.g. price and lead time?

c How do you track the deliveries?
d What are the current challenges?
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3 disruption
Disruption is a manifestation of a vulnerability, an unanticipated event,
that harms the normal operational routines possibly affecting larger entity
of a sc. For example, a truck breaking down, a supplier’s workforce going
on strike, a supplier going out of business or a pandemic affecting inbound
material flow.
3.1 Disruption Mitigation Process
3.1.1 Internal Processes
a Preparation
• What are the methods that you use to anticipate and prepare for
potential disruptions?

b Response
• What are the first steps taken after the impact of a disruption?
• What are the key roles or methods you execute during recovery
operations?

• Do you inform your partners or other inner organisations of cur-
rent or projected disruption?

• Are your preparedness plans used during recovery?
• What are the current challenges?

3.1.2 Suppliers/Customers
a Are your suppliers/customers helping you to build disruption pre-
paredness? If not, how should they do that?

b Are your suppliers/customers helping to respond to a disruption
event? If not, how should they do that?

c Are your suppliers/customers providing you any insights into future
events or trends? If not, how should they do that?

3.2 What kind of disruptions are typical in your operations? Can you rate
different parts of the supply network in terms of vulnerability to disruptions?
Are there any example(s) to share of a disruption event?
3.2.1 Before Disruption
a When and how was the disruption first identified?
b How did it actually begin? Did you have any warning?
c Who (in what roles) were the first persons to identify the problem?
Who else was affected?

3.2.2 Severity of Impact of the Disruption
a What was the immediate impact of the disruption?
b Did any of your sc partners notice or face any negative impacts
caused by the event?

3.2.3 During and After the Disruption
a What was the initial response to the disruption? Was this completely
successful?
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b Did any of your actions make the problem even worse?
c Was your primary concern the time length of the impaction or the
severity of disruption?

d Can you quantify the negative results caused by the disruption (e.g.
financial, lead times)?

e Once the disruption was resolved, were there any takeaways to im-
prove the system for the future?

f Do you have a control room to locate disruptions? If yes, can you pro-
vide more information?
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Corporate social responsibility (csr) is a response to stakeholder concerns
and signals organisational legitimacy. We propose csr reporting from a
comprehensive and integrated management control system perspective.
Reporting parameters start with stated people, planet, and profit goals sup-
ported by objectives achieved through legal, ethical/moral, economic, and
giving practices. Objectives are measured, assessed, and reported through
key performance indicators. These objectives are quantified, sufficiently
specific, have a timeline, and identify targeted stakeholder group(s). csr
strategy and its reporting are consistent with organisational mission, val-
ues, and strategy. csr, like most business processes, is a dynamic process
occurring over time and adjusting to circumstances sometimes involving
trade-offs. csr reporting ideally reflects this process through providing
context and visual depictions of goals, practices, and performance eval-
uation that demonstrate not only a single period in time, but also trends
that may present a more complete picture of an organisation’s csr perfor-
mance. csr reporting parameters are proposed.
Key Words: csr disclosure, csr reporting, csr Management Control
System, csr performance evaluation
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Introduction

If a corporate social responsibility (csr)message is to be effective, it must
be viewed as credible. Credibility starts with the message source and then
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extends to the message, eventually developing a bidirectional, transac-
tional relationship of influence between sender and receiver.Whatmakes
a message credible starts with it being believable. And, what makes a be-
lievable source is related to previous and current actions as well as mes-
sage content. In the case of this paper, the source is the organisation and
the message is its csr reporting. We broadly use the term organisation
as representing corporations, companies, firms, non-profits, and govern-
mental entities.
Credibility stems from perceived trust and competence (Vieira 2019),

which are closely related. Both must be present to achieve credibility, and
the exercise of competence lays the groundwork for trust. Trust comes
when promises are delivered and when shortfalls are disclosed in a spirit
of transparency.When communicatingwith key stakeholders about their
concerns, having credibility goes a long way to facilitate and maintain
goodwill and legitimacy with them. Credibility is about stakeholders be-
lieving that csr efforts are responsive to their expectations, sincere, and
effectively contribute to the betterment of humanity in some way.
Our proposed reporting parameters centre on organisations who have

the resources required to develop and implement a comprehensive csr
plan. These types of organisations have management control systems
(mcs) in place to operate, manage, and evaluate various aspects of oper-
ations, including the execution of csr plans. An mcs provides a com-
prehensive and integrated system that offers the opportunity to efficiently
and effectively manage ongoing and dynamic processes in proactive and
reactive ways relevant to environmental conditions (Winkler 2010). An
mcs assures a systematic and effective approach to achieving optimal
and sustainable results.
csr as a major functional contributor to corporate mission faces two

major challenges, partly owing to the lack of mcss and the challenges
of integrating the many stakeholder interests into a unified system that
is part of, and consistent with, the overall business strategy as are other
functional anddivisional areas such as finance, sales,manufacturing, sup-
ply chain management, operations management, information technol-
ogy, human resources, international divisions, and so forth. Their inter-
nal nature places them at the discretion of management. First, csr is a
response to external as well as internal stakeholders’ concerns and ex-
pectations, which can come into conflict with internal as well as exter-
nal parties such as community stakeholders advocating for a company-
supported costly social program that may not yield any direct or imme-
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diate benefits to the organisation. Second, there is the nature and level of
disclosure. csr is presented as an annual report available to the general
public accessible via a website. Stakeholder reactions to the annual csr
reportmakemanagement particularly concerned aboutwhat is presented
and to what degree. Although there has been pressure for csr disclosure
to providemore relevant information (Bonson and Bednarova 2015; Lock
2015), many reports continue to present goals and ‘good deed’ practices,
with little emphasis on the degree to which goals and benchmarked ob-
jectives have been achieved within a given timeline.
We propose a comprehensive, practical, and mcs-based framework

for reporting csr that meets stakeholders’ expectations. Utilising this
framework to report csr presupposes the deployment of mcs in csr
and requires an understanding of csr in the operational context of mcs.
We begin with a review of the literature, focusing on what has been done
with csr-mcs in practice and what has not been researched. We then
describe our proposed csr-mcs reporting framework in sufficient de-
tail including the steps required to implement this system.

Review of Related Literature
Althoughmost publicly traded corporations voluntarily disclose csr ac-
tivities, the lack of comprehensiveness, consistency, standards, and qual-
ity of reporting has been called into question (Albertini 2019; Bouten et
al. 2011; Font et al. 2012; Lock 2015). Many companies fall far short of
disclosure requirements recommended by third-party organisations like
gri, iso, and others (Escrig-Olmedo, Fernandez-Izquierdo, andMunoz-
Torres 2010; Hickman and Cote 2019).
Research suggests that the lack of comprehensiveness and transparency

reportingmight be owing tomanagement’s undue influence ondisclosure
(Bonson and Bednarova 2015), the perception that stakeholders want or
should be given concrete and straightforward content that is easily pro-
cessed (Arjalies and Mundy 2013; Coombs and Holladay 2009; Crilly, Ni,
and Jiang 2016), the focus on financial and accounting metrics, empha-
sis on prioritised stakeholders (Arvidsson 2010; Costa and Torrecchia
2018; Escrig-Olmedo, Fernandez-Izquierdo, and Munoz-Torres 2010),
and pending legal actions (DeTienne and Lewis 2005).
Additionally, because of trade-offs and decisions involving short-term

(within the csr annual reporting cycle) cost for uncertain long-term
gain, sustainability is a challenge for some csr-related efforts (Feder and
Weibenberger 2019; Hahn et al. 2010). The benefit is often viewed as ab-
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stract and uncertain, unlike the immediacy of short-term gains, which
are concrete, easily presented, and perhaps, in part, why simply reporting
practices and good deeds are appealing and often disclosed (Hopwood
2009).
In addition to the dearth of comprehensive csr disclosure, research in

this area has focused on the benefits of csr reporting, the different lev-
els and nature of practices relevant to stakeholders’ varied expectations,
differences in management’s agenda, the interaction between stakehold-
ers and management, and general descriptions of csr efforts (Gond et
al. 2012; Herremans and Nazari 2016; Laguir, Laguir, and Tchemeni 2019;
Schonher, Findler, and Martinuzzi 2017). Moreover, the research on re-
porting csr from a mcs perspective is virtually non-existent, with em-
phasis on general constructs (Rinawiyanti, Huang, and As-Saber 2020).
Yet, research deploying and integrating csr into control systems, and

reporting their efforts and outcomes is important in an ever increas-
ingly complex world (Battaglia et al. 2016). Consequently, this paper pro-
poses a sufficiently detailed and integrated mcs approach for reporting
csr which offers an opportunity for transparency and for contributing
to the credibility of the reporting organisation in the eyes of its stake-
holders. This framework presupposes the existence of an operating csr
mcs. Without such a system, sufficiently full and transparent csr dis-
close cannot take place. Our framework offers reporting details includ-
ing types of sustainable csr goals available, types of benchmarked ob-
jectives established that serve as the basis for outcome assessment, and
categories of csr practices utilized to attain goals. Reporting these com-
ponents presents a detailed, comprehensive, and transparent picture of
an organisation’s good faith csr efforts.

What is csr?
We start with a conceptual definition. Then, we discuss operational csr
parameters, which are the basis for reporting because they serve as con-
crete evidence of an organisation’s effort and performance at meeting
stakeholders’ expectations.

conceptually, what is csr?
We define csr as: ‘organisational actions that take into account stake-
holders’ expectations concerning economic, social, and environmental
performance’ (Aqueveque, Rodrigo, and Duran 2018, 223). This process
extends from the short-term to sustainable long-term. These expecta-
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tions require controls necessary to reach, maintain, and adjust them ac-
cordingly (Deegan 2002; Hickman and Cote 2019). The process facili-
tates favourable perceptions from relevant stakeholders. To sustain these
efforts and favourable outcomes requires the flexibility to address shift-
ing priorities, the availability of resources, trade-offs such as short-term
cost for long-term benefit situations (Johnstone 2018; Munoz-Torres et
al. 2009), competing and changing stakeholders’ interests, realigning or-
ganisational culture, changing leadership, and a host of other internal and
external conditions (Hooghiemstra 2000; Jahdi and Acikdilli 2009).
csr is an organisation’s response to address stakeholders’ concerns,

which involves reporting efforts and performance outcomes. Stakehold-
ers are individuals, groups, and/or organisations who are affected by the
organisation’s operations and/or who can affect the organisation’s opera-
tions (Freeman 1984; Parmar et al. 2010).
Stakeholders can be classified as primary or secondary (Metcalfe 1998).

Primary stakeholders are those parties without whose continued par-
ticipation the organisation could not survive. Secondary stakeholders
are those parties whose interaction is not required for the organisation
to survive. Additionally, research suggests that not all stakeholders are
equal (Johnstone 2018) and that some are valued more depending on
the industry or sector. In the food, pharmaceutical, and energy indus-
tries, Shnayder and Rijnsoever (2018) found such differences. Gubova
et al. (2017) discovered differences in prioritising stakeholders among
metallurgical/glass building, printing, food business, and machinery in-
dustries. Aqueveque, Rodrigo, and Duran (2018) found that stakeholders
stemming from an organisation’s core business were valued more espe-
cially if this involves some essential aspect of regular operations. Find-
ings of a study by Cooper et al. (2001) suggest that those organisations
that directly interact with individual consumers tend to focus their csr
attention on customer stakeholders. Sweeney and Coughlan’s (2008) csr
reporting research of the financial services, medical pharma, health and
beauty pharma, telecommunications, automobile, oil and gas, and retail
industries discovered references to corporate responsibilities directed at
a variety of stakeholders that varied across sectors.

operationally, what is csr?
How csr moves from an aspirational idea to reality requires an organ-
ised system in place that guides and controls the process and activities,
and provides for continuous feedback so that the implementation of csr
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is adjusted and sustained in accordance with ultimate goals. In other
words, the idea of csr becomes concrete and measurable once it is op-
erationalised.
This system is an mcs. mcss are formal and informal structures, in-

cluding practices and reporting, put in place by a business to compare the
goals and strategy of the organisation against the actual outcomes both
nonfinancial and financial on an ongoing basis. This comparison is then
reviewed and used to drive managerial decisions across multiple levels of
the organisation (Arjalies and Mundy 2013; Cresti 2009).
If csr reporting is to be transparent and legitimate in the eyes of stake-

holders, not only goals and good deeds must be reported, but perfor-
mance outcomes as well. Outcomes that meet expectations as well as
those that fall short must be disclosed. In sum, it is a matter of what the
company intends to do, how it will do it, and whether the company did it-
all critical to comprehensive and transparent csr (Costa and Torrecchia
2018; Johnstone 2018).
Reporting centred on comprehensive and mcs-based csr requires

not only the operation of such a system, but a clear understanding of
it. Therefore, borrowing from mcs principles, the following covers our
proposed reporting framework, including the steps required for report-
ing and an illustration.

• Goals. These are what we hope to attain or achieve and can be
general or fairly specific (Vieira 2019). In principle, csr goals are
reached through ethical operating practices thatmeet sociallymean-
ingful standards and stakeholder expectations in a manner consis-
tent and supportive of the organisationalmission and business strat-
egy. Sustainable csr occurs at the intersection of People, Planet,
and Profit goals (Carroll 1991; 2016; Elkington 1994).

• People. This type of goal involves adding value to individuals’ lives
and contributing to society in different ways. Contributions include
providing jobs and training; offering safe working conditions; pay-
ing taxes used to support society; developing innovations, includ-
ing technologically-based; and offering attractive healthcare bene-
fits, family leave policies, and desirable pension options.

• Planet. Environmental goals involve the maintenance of natural en-
vironmental capital (Goodland 1995) addressing both conservation
and pollution mitigation. Some areas of attention are global warm-
ing, green engineering and chemistry, air and water quality, alterna-
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tives to depleting natural resources, ecosystems, resource integrity,
and addressing pollutants.

• Profit. Economic goals focus on sustainable financial and economic
viability such as profit, maintaining cash flow, paying taxes, raising
capital, providing cost-effective and competitively priced goods and
services, supply chain integrity, and offering attractive owners’ eq-
uity. Profit goals focus on business strategy and mission, integrating
csr (Massung et al. 2013; Parmar et al. 2010). In sum, csr captures
the way business affects and is affected by the social, economic, and
environmental expectations of stakeholders (Coombs and Holladay
2009).

csr Objectives: The Basis for Performance Evaluation
Objectives are the means by which we assess csr goal outcomes (Vieira
2019). They serve two purposes. First, if aligned effectively, they guide
the development of implementation practices designed to reach them,
which in turn lead to goal achievement. Second, they serve as the basis
for measurement and performance evaluation (Ferreira and Otley 2009).
Objectives have four parts. First, an objective must be sufficiently spe-

cific. For example, an objective may be to reduce the release of sulphur
dioxide into the atmosphere. Second, it must be quantifiable. For in-
stance, an objective may be to reduce by 10 metric tonnes the release of
sulphur dioxide into the atmosphere. Alternatively, it might be framed as
to reduce the release of sulphur dioxide by 10 from the previous year.
Third, an objective requires a timeline. For example, during 2021, sulphur
dioxide release into the atmosphere will be reduced by 10 metric tonnes.
Last, if the objective targets specific stakeholders, then the group(s) must
be described along with the objective. In other words, identify the key
stakeholder group(s) who can impact and/or who are impacted by the
csr objective.
Objectives are categorised variously; we focus on the types appropri-

ate for a csr mcs, which are interim and summative. Interim measures
reflect the ongoing nature of the evaluation process because mcs is dy-
namic and adjusts to various conditions. Activities and outcomes are
monitored, diagnosed and assessed, and deviations are corrected (Simons
2006) on an ongoing basis during the course of csr operations. It is im-
portant for those who develop the annual csr report to understand this
type of monitoring because under- or overperformance in a given period
may impact an annual assessment. Thus, interim assessments may serve
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to provide an evidenced-based explication supporting revised planning
moving forward. Second, there are summative objectives, which are the
final measurement of objectives, used to determine whether an annual
goal is achieved. Each goal has at least one corresponding performance
objective. Goals or objectives can be weighted as part of a total evaluation
system based on organisational and stakeholder priorities.
The specific tools deployed to measure performance outcomes are key

performance indicators (kpis). Typically, a number of kpis measure
an objective. Creating kpis for an objective requires an understanding
about what constitutes a specific objective, how to measure it, and what
is required to achieve it.

csr evaluation
The degree to which benchmarked objectives are met can be rated and
reported as outstanding, excellent, very good, good, average, and below
standard. The specific numeric reference points are set by the company.
They are measured deploying kpis. Interim measurement of bench-
marked objectives using kpis are used to monitor and assure that csr
is executed as planned and with desired outcomes to date.
The degree towhich performance objectives and their kpis fall within

an acceptable range is their tolerance (Collier and Evans 2017). They
vary per objective and kpis. All objectives must rest within their tol-
erances to be considered successful. As part of the internal assessment,
the overall plan requires that a specified percentage of kpis assigned
to the objective have outcomes within tolerances, including all of the
prioritized kpis. This holds true for interim and summative measure-
ments as well. If all or a percentage number of kpi reach their own
tolerances, then the objective has been met. If all objectives are met,
then the csr goal has been reached. Although there is no general con-
sensus on a standard method for reporting kpis (Bouten et el. 2011;
Escrig-Olmedo, Fernandez-Izquierdo, and Munoz-Torres 2010), some
third-parties provide reporting systems that measure, capture, and eval-
uate csr outcomes such as gri, iso, Dow Jones, aa 1000, Caux Round
Table Principles, domini 400, eiris, emas, Ethical Trading Initiative,
ftse4 Good Index, and Global Compact (Bonson and Bednarova 2015).

csr implementation practices
To achieve objectives requires the deployment of csr implementation
practices, which include static or ongoing tasks and activities. The follow-
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ing describes the four types of csr practices: economical, legal, ethical,
and philanthropical.

• Economic. In order to be economically viable and sustainable over
the long-term, corporations earn profits through economic activi-
ties. Their financial performance can enhance or diminish their ca-
pacity to maintain cash-flow, meet shareholder expectations, raise
capital for expansion, institute upgrades, conduct research and de-
velopment, and support other activities or capabilities necessary to
be competitive and thrive.

• Legal. Society expects and the law requires businesses to pursue
profitable activities lawfully. Think of these legal expectations as
codified ethics. Violations of laws,whether civil or criminal, whether
intentional or not, damage not only corporate image, but the trust
stakeholders place in an organisation.

• Ethical. These practices in business start by discerning what is good
or right (contributing to human flourishing), as opposed to that
which is bad or wrong (contributing to human impoverishment).
Ethics is what guides the conduct of professional activities informed
by normative moral values and beliefs consistent with an organi-
sation’s mission and values statements (Du, Bhattacharya, and Sen
2010; Vieira 2019). Ethics can fill the gap not addressed by laws.

• Philanthropic. Giving practices include all types of giving such as
monetary, scholarships, grants, fundraising, products and services
in kind, volunteerism by employees, sponsorship of prosocial cause
events, and many more types of discretionary giving. ibm’s On
Demand Community Initiative, Microsoft and the Gates Founda-
tion, Gilead Sciences, andWalmart have robust giving programmes.
Some philanthropy relates to a corporation’s core business while
other forms of giving do not (Quelch 2004).

A Proposed csr Reporting System
The annual corporate csr report’s audiences are stakeholders and the
general public. Details of what is presented can be explored in specialty
and more comprehensive reports geared toward different aspects of csr
and specific stakeholders such as third-party reporting agencies, the an-
nual report, environmental disclosures, and sec filings.
We propose a format that is both sufficiently comprehensive and prag-

matic that includes csr goals, highlighted key practices to reach goals,
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and performance evaluation including summative objectives, tolerances,
and ratings. Because of the sustainable nature of csr, relevant economic
data should be presented in the report to demonstrate financial viability
over the longer term.
Disclosure of the previous year’s csr efforts would include the follow-

ing steps:

1. Present the csr goals.
2. Highlight key practices deployed to achieve the csr goal.
3. Report the performance objectives required to assess the goal, which
might relate to

4. Employ more than one type of assessment such as financial impact.
Evaluation may be addressed along with the outcomes as noted in
the next one or two steps.

5. Indicate the quantitative outcomes for the targeted timeframe.
6. If informative and adds value, present the corresponding bench-

marked tolerances.
7. Cite kpis if they are exemplars of practices that achieve goals.
8. Provide an assessment term, which may be presented in the narra-

tive such as ‘Excellent’ or ‘Poor’ outcome.
9. If appropriate, reference the primary stakeholders for the presented

csr initiative.

These steps provide a systematic guide. Individual situationsmay vary;
however, effectively responding to stakeholder expectations in a credible
and transparentmanner is critical. For efficacious communication, a clear
understanding of the target audience and their expectations is required.
Framing the required information in an engaging manner is also part art
and part craft.
The example in table 1 illustrates how the components are interrelated

and is meant to serve as an internal document designed to capture the
information required for csr disclosure. The reporting format can vary
because of organisational circumstances, whether it is presented in a ta-
ble, infographic, and/or narrative; however, for the most part, the same
information would be disclosed. This approach provides a level of com-
prehension so that the reader understandswhat the organisation did, how
it did it, and whether it met its goal (Lydenberg, Rogers, andWood 2020).
In this example, the year reported is 2020. The goal is to convert 25 of

the corporate fleet to fuel efficient vehicles over a five-year period start-
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figure 1 Years 2017–2021 Trendline to Convert 25 of 37,000 Fleet to All-Electric
and Hybrid Vehicles

ing 1 January 2020. The bold numbers represent the year-end figures.
This will be achieved through two benchmarked performance objectives:
converting 3 of the fleet to electric vehicles and 2 of the fleet to hy-
brid vehicles by the end of 2020 with acceptable ranges or tolerances be-
ing 2.50–3.00 and 1.75–2.00 respectively by the year’s end. The actual
outcomes were 2.75 and 2.00, respectively. These outcomes are rated
‘Very Good’ and ‘Excellent,’ respectively.
Although the goal focuses on the replacement of fossil fuel powered ve-

hicles with electric/hybrid vehicles, it is relevant to the environment and
thus includes impact data. The financial component speaks to sustain-
ability. As we can see, carbon dioxide emissions were reduced by 2021.13
metric tonnes by the end of the first year. Cost savings were $935,000 for
the same period. Of course, the ultimate longer-term goal is to reduce air
pollution in a cost-efficient manner. Last, a list of primary stakeholders is
included.
Although reporting focuses on annual plans and outcomes, much of

the effort can be understoodmore clearly over time relevant to long-term
goals, which can be subject to business, market, social, and economic
cycles that impact social, environmental and financial roi (McLymont
2018; Nayak and Patjoshi 2020). For this reason, sometimes trendline de-
pictions convey a clearer longer-term picture of csr performance. As
seen in figure 1, visuals trending positively can be represented through
the presentation of graphs and charts. As the adage goes, ‘A picture is
worth a thousand words’ (Speziale and Kloviene 2014).
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There are a number of other considerations worth mentioning. First,
although the above approach provides a common set of general param-
eters for inclusion in an annual csr report, each organisation within an
industry has a set of unique conditions to various degrees that may re-
quire a different component to csr reporting. Second, outcomes can be
measured in financial, and often in other csr related, metrics. These
mixes vary. For instance, financial metrics can be standardised to some
measure of roi, contribution to the bottom line, sales, or some combi-
nation of performance measures (McLymont 2018; Nayak and Patjoshi
2020). Nonfinancial measures can be reported as specific reduction of
pollutants, educating workforce rates, unit or percentage changes, per-
centages of a diverse workforce, and so forth. Third, the fourth com-
ponent of an objective is the identification of the impacted stakeholder
group(s). This is essentially an internal consideration and any mention
of them in the official annual csr report would be arbitrary. Last, some
organisations have elected to report goals and their assessment in terms
of kpis that are relatable to readers, which would contribute to trans-
parency providing that they are a true representation of outcome evalua-
tion and understandable in terms of the csr goal.

Conclusion
Stakeholders, both internal and external, want to know about csr efforts
(Arjalies and Mundy 2013). Unless interested parties are aware of the or-
ganisation’s response to their concerns, the company’s credibility, legiti-
macy, commitment, and level of stakeholder engagement may be called
into question (Arjalies andMundy 2013; Bacinello, Tontini, and Alberton
2020; Stojanovic et al. 2020). Communicating csr goals, practices, and
outcomes can affect a company’s productivity and bottom-line through
such influences as the auto-communication effect (Hagen 2008; Spence
2009) where an organisation’s messaging about csr initiatives encour-
ages employees and other internally-related stakeholders such as vendors
and suppliers to engage with the organisation, and reinforce a culture of
ethical and social responsibility. In sum, effective csr reporting not only
informs, but serves to inspire.
Yet, few large corporations comprehensively deploy mcs for csr. In

reality, planning components are often disjointed and staggered at best
(O’Riordan 2010). Scholars acknowledge the importance of a dynamic
and integrated approach to csr that includes business strategy and con-
sistent csr practices in collaboration with stakeholders in an environ-
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ment that requires adjustment over time owing to trade-offs (Winkler
2010). This can make performance evaluation a moving target (Morsing
and Schultz 2006) and may be a significant reason why many organisa-
tions with limited resources struggle with the reporting process, resulting
largely in the disclosure of aspirational and select good deeds (Hopwood
2009). Understanding this process will aid organisations in their journey
toward reporting csr that is transparent and comprehensive.
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A considerable literature points to entrepreneurial orientation (eo) as an
essential component in fostering organizational performance. In order to
advance theoretical and empirical knowledge in the field of eo, this article
undertakes an empirical inquiry into the extent to which entrepreneurial
self-efficacy mediates the relationship between organizational antecedents
and eo at public hospitals in South Africa. Results support the study hy-
potheses insofar as organizational structure and performance rewards ex-
plain a significant amount of variation in eo, while entrepreneurial self-
efficacy partially mediates this relationship. The study makes a novel con-
tribution by highlighting the significance of the connection between differ-
ent organizational antecedents and eo, while additionally interpreting the
mediating effect of entrepreneurial self-efficacy, in an under-researched in-
dustry and country context.
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Introduction
Schumpeter (1934) highlighted the role of innovation in the entrepre-
neurial process, and a Schumpeterian perspective of entrepreneurship,
in terms of entrepreneurial organizations, is based upon their new en-
tries (Wales et al. 2020), which offer the likelihood of ‘creatively destroy-
ing’ existing economic establishments. Drawing on a Schumpeterian per-
spective on innovation and entrepreneurship, entrepreneurial orienta-
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tion (eo) as an organizational strategic orientation is conceived upon
firm actions, which manifests as new entries (Estrin, Korosteleva, and
Mickiewicz 2020; Kuratko and Morris 2018; Wales et al. 2021). A con-
siderable literature points to corporate entrepreneurship and specifically
eo as an important element in organizational development (Covin and
Miller 2014; Liu and Wang 2020; Urban 2021). eo embodies an organi-
zational orientation towards new entry and value creation, encapsulating
the entrepreneurial decisions, methods, and actions of varying organi-
zational actors in order to generate a competitive advantage (Covin and
Lumpkin 2011; Wales et al. 2021).
Notwithstanding the positive empirical findings that eo is a strategic

requirement for organizations, several studies show diverse performance
consequences (Poon, Ainuddin, and Junit 2006), and subsequently schol-
ars have developed new research questions in order to progress the-
oretical and empirical knowledge about the field of eo and the en-
trepreneurial behaviour onwhich it is established (Covin andMiller 2014;
Kuratko and Morris 2018; Liu and Wang 2020; Niemand et al. 2020). In
this regard, entrepreneurship in the public sector is highly relevant con-
sidering the deficiency of relevant management skills required to foster
eo and a potential misinterpretation of what it means and/or is prereq-
uisite to be entrepreneurial in this sector (Demircioglu and Chowdhury
2020;Meynhardt andDiefenbach 2012;Maresova et al. 2020;Morais et al.
2020). Additionally,many researchers note thatmost eo studies focus on
the private sector, where existing theories are inadequate to explain eo
in the public sector (Deslatte and Swann 2020; Klein et al. 2010; Morais
et al. 2020; Urban and Nkhumishe 2019).
Consequently, in recognising the gap in the literature in terms of un-

derstanding the importance of different organizational requirements nec-
essary to foster eo in the public healthcare sector (Klein et al. 2010; Kear-
ney andMeynhardt 2016;Kuratko andMorris 2018;Özcan andReichstein
2009), particularly from an emerging market perspective where many
firms are confronted with uncertain markets, fluctuating market systems
and intense global competition (Anwar, Clauss, and Issah 2021), the re-
search question is conveyed as follows: ‘To what extent do organizational
antecedents, such as structure and rewards, influence eo through the
mediating effects of entrepreneurial self-efficacy in the context of pub-
lic hospitals in South Africa?’
Recognising that there is a research need for empirical evidence on in-

novative and eo in the healthcare sector (Carlucci, Mura, and Schiuma
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2019; Deslatte and Swann 2020), this study generates a number of im-
portant theoretical and practical contributions to the management liter-
ature. By focusing on specific organizational antecedents relevant to the
public sphere, the study will extend current theory in terms of under-
standing the mediating effects of entrepreneurial self-efficacy on the dif-
ferent dimensions of eo. Focusing on organizational structure and per-
formance rewards allows for amore refined analysis, where prior research
has found these antecedents to be particularly useful in the public sector
context (Kearney and Meynhardt 2016; Maresova et al. 2020). Further-
more, rather than merely testing relationship links between structure, re-
wards and eo, a more refined approach is implemented to test the me-
diating effect and interconnectedness of entrepreneurial self-efficacy to
the distinctive eo dimensions of ‘innovativeness, risk taking and proac-
tiveness’ (Covin and Miller 2014, 12). Moreover, while substitute concep-
tualisations of organizational antecedents and eo are to be found, using
existing constructs and measures has the benefit of theoretical support
(Hornsby et al. 2013; Kloepfer and Castrogiovanni 2018; Kuratko, Mor-
ris, and Covin 2011; Liu and Wang 2020). Building on such established
constructs allows for replicative studies to take place in the future, and,
similar to other recent studies, the study adds to the understanding ofme-
diating variables in the eo relationship with other significant variables
(Niemand et al. 2020; Urban 2021).
Additionally, the study context is focused on a single public sector, pub-

lic hospitals, and takes place in a comparatively under-examined emerg-
ing African market context, South Africa, where the health area is one of
the key pillars of economic expansion (Gauteng Department of Health
2017). The study took place in the South African public hospital sec-
tor in the Gauteng Province, which has the major share of the popu-
lation in South Africa with approximately 14.7 million people residing
in the province (Statistics South Africa 2018). Research shows that pub-
lic healthcare ‘engrosses an enlarged share of income in developed and
emerging countries alike, and innovations are needed in this sector to
provide care at a reduced cost while augmenting access and furthering
quality’ (Zuckerman, Dowling, and Richardson 2000). In the healthcare
context, healthcare employees’ innovativeness plays a crucial role in en-
gendering innovation, but the causes of innovative work behaviour re-
main largely unobserved (Carlucci, Mura, and Schiuma 2019; Deslatte
and Swann 2020; Urban andMaboko 2020). In this regard, prior research
results show that complementary effects of different organizational fac-
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tors may positively influence entrepreneurial behaviour (Urban 2021),
specifically in terms of organizational levels of eo (Niemand et al. 2020;
Urban and Nkhumishe 2019; Wales et al. 2021). Consequently, the study
has important research, policy and practitioner implications as it may as-
sist policy-makers and managers to benefit from a deeper understanding
of entrepreneurship as ameans to tackle public organizations, and change
themselves into adaptable and responsive organizations in order to inno-
vatively deliver improved services to their societies (Morais et al. 2020;
Özcan and Reichstein 2009).
The article begins with a synopsis of prior research on eo, self-efficacy

and organizational antecedents. The research approach is then delineated
in terms of design andwhichmeasures are used to collect data. The results
are then presented and interpreted. The article ends with conclusions,
practical recommendations, study limitations and potential research pos-
sibilities.

Entrepreneurial Orientation (eo)
eo and its constituent dimensions have been extensively employed across
studies to describe ‘organizations demonstrating entrepreneurial be-
haviour and processes, where eo is operationalized as the concomitant
display of behaviour reflecting innovativeness, risk taking and proac-
tiveness’ (Covin and Lumpkin 2011, 861). The relationship between en-
trepreneurship and innovation is important to clarify, as not only are
entrepreneurship and innovation complementary, but a combination of
the two is fundamental to organizational success under conditions of a
changing and dynamic environment (Kuratko and Morris 2018; Urban
2021; Wales et al. 2021). While entrepreneurship and innovation are posi-
tively related to each other and interact to ensure organizational success,
scholars note that innovation has to attend to market needs, and compels
entrepreneurship if it is to achieve organizational success (Pérez-Luño,
Wiklund, and Cabrera 2011; Urban and Maboko 2020).
Similarly, in order for eo to be encouraged within public organiza-

tions, more flexible and organic structures are required, as bureaucratic
structures characterised by inflexibility and red tape do not align with
eo (Kearney, Hisrich, and Roche 2009; Morais et al. 2020). Public sec-
tor entrepreneurship has been conceptualised as ‘a form of public en-
trepreneurship that exists within a public or non-profit organisation to
remedy legacy problems of bureaucracy, changing organizational struc-
tures, processes, and cultures through elements of entrepreneurial orien-
tation, that are inclined to the promotion of good governance, red tape re-
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duction, customer satisfaction, employee empowerment, stakeholder in-
volvement, and cost-efficient performance’ (Urban andNkhumishe 2019,
503). Researchers such as Kearney and Meynhardt (2016) indicate how
eo in the public sphere depends on individual members assuming eo
behaviours which need to be fostered by senior management and devel-
oped as a key competency where employees feel empowered to behave
and act entrepreneurially (Urban 2021). Accordingly for the intention of
this study, eo and its constituent dimensions are conceptualised as ‘eo
in a public sector organisation is demonstrated by the extent to which
the topmanagers are inclined to favour change and innovation for the or-
ganization (the innovativeness dimension), to take business related risks
(the risk taking dimension), and to take proactive strategic action (the
proactiveness dimension), in order to achieve goals and objectives for the
greater good of society at large’ (Kearney and Meynhardt 2016, 20–1).

Organizational Antecedents
Organizational antecedents are responsible for creating a supportive en-
vironment for eo to thrive within organizations, where the behaviour
and entrepreneurial activity of managers and other employees are en-
couraged (Deslatte and Swann 2020; Morris and Jones 1999). In the pri-
vate sector context, research on organizational antecedents for encourag-
ing eo is comparatively recognised insofar as different factors need to be
in place, such as relevant ‘strategic goals, performance reward schemes,
resources, management encouragement, and suitable organizational val-
ues which indicate to middle managers and other employees that en-
trepreneurial behaviour is anticipated’ (Hornsby et al. 2013, 23). Research
further highlights how organizational antecedents can influence workers’
innovativeness both directly and incidentally through the organization’s
proclivity to innovate and be proactive (Carlucci, Mura, and Schiuma
2019). Other studies highlight that those organizations who innovate by
learning and leveraging their internal resources and structure can achieve
corporate sustainability, especially since the existing trend of strategic
management is principally grounded on paradoxes, incorporating the
‘simultaneity of exploratory and exploitative learning’ (Wojcik-Karpacz,
Karpacz, and Rudawska 2019). Several of these ingrained organizational
antecedents from the private sector have been examined in the public
sector context with differing results (Maresova et al. 2020; Meynhardt
and Diefenbach 2012). For instance, there are contrasting views on the
relationship between organizational antecedents and eo, where research
highlights that the ‘rigid structures of the public sector can inhibit en-
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trepreneurship, andmore flexibility and adaptability are required to stim-
ulate eo’ (Morris and Jones 1999). Moreover, rewards practices are cru-
cial to performance and therefore organizational circumstances accom-
modating entrepreneurial behaviour must provide appropriate reward
processes and systems (Hornsby et al. 2013; Kearney, Hisrich, and Roche
2009). Consequently, it has been noted that organizational antecedents
in the public sector, specifically in terms of organizational structure and
performance rewards, warrant further investigations to gain an enhanced
appreciation of the complex andmultifaceted nature of eo in this setting
(Urban 2021).

organizational structure and eo
Organizational structure is typically viewed as critical for promoting eo
(Kuratko and Morris 2018) where structural elements such as hierarchy,
red tape, and reporting lines can inhibit or promote entrepreneurial be-
haviour within the organization. In the context of the public sector or-
ganizational structure, Kuratko andMorris (2018) argue that political in-
terference and limited managerial independence impact directly on eo,
while others show that ‘high power distance’ as a component of organi-
zational structure typically inhibits organizational innovation (Strow and
Strow 2018;Wojcik-Karpacz, Karpacz, andRudawska 2019). According to
others, the unyielding and highly formalised strategic plans and mech-
anistic structures of some public entities hamper the managers’ ability
to stimulate entrepreneurial behaviour amongst employees (Demircioglu
and Chowdhury 2020; Kearney, Hisrich, and Roche 2009). However, for
eo to take root and flourish within the public sector, greater structural
flexibility and adaptability are required for an entrepreneurial culture to
permeate the entire organization (Urban and Nkhumishe 2019). In this
regard, in recognising that entrepreneurial behaviour can be influenced
by the organizational structures, in the first case a hypothesis is formu-
lated which reflects:
h1 There is a positive relationship between the organizational structure

and eo innovativeness, eo risk taking, and eo proactiveness in the
context of public hospitals.

performance rewards and eo
Rewards enhance employee motivation, and organizations with devel-
oped performance-based reward systems tend to encourage individu-
als to pursue challenging work which is important to foster innovation
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(Hornsby et al. 2013). Organizations with well-defined performance re-
wards create alignment between individual and organizational goals, and
encourage eo, since such reward systems tend to generate an awareness
of task ownership (Hornsby et al. 2013). Nevertheless, some studies on
rewards conducted in the public organizational domain suggest a nega-
tive association between rewards and some of the eo dimensions (Urban
and Nkhumishe 2019). For instance, not only does a deficiency of perfor-
mance rewards dissuade innovativeness and risk taking behaviour (Ur-
ban and Nkhumishe 2019), but at the same time there is also a general
fear of failure as a result of a low risk organizational climate (Kuratko and
Morris 2018). Nonetheless, research is evolving which shows that for eo
to increase in the public sector organizations, an effectual and meaning-
ful reward system is required, encouraging risk taking andmotivation for
employees to participate in innovative endeavours (Özcan andReichstein
2009). Consequently, in line with this emerging stream of findings, it is
predicted in the second instance:
h2 There is a positive relationship between the performance rewards and

eo innovativeness, eo risk taking, and eo proactiveness in the con-
text of public hospitals.

Entrepreneurial Self-Efficacy
Self-efficacy is an imperative motivational concept in entrepreneurship
research, where entrepreneurial self-efficacy (ese) has been used exten-
sively to study entrepreneurial behaviour, as it refers to the ‘strengths of
a person’s belief that he/she is capable of successfully performing the var-
ious roles and tasks of an entrepreneur’ (Chen, Greene, and Crick 1998,
75). Social cognitive theory (sct) has much relevance to entrepreneur-
ship in relation to the self-efficacy construct, which is structured on the
supposition of a generative capability in which cognitive, social, and be-
haviour sub skills are organised into combined pathways of action (Ban-
dura 1989; Newman et al. 2019). In this sense, self-efficacy is regarded as
an importantmotivational construct that induces an ‘employee’s personal
goals, choices, emotive reactions, effort, coping and persistence’ (Bandura
1989, 14).
Previous research indicates fairly reliable results for self-efficacy as per-

taining to entrepreneurial behaviour (Chen and Urban 2018), including
its effect on eo (Poon, Ainuddin, and Junit 2006). In the eo literature,
findings highlight the mediating effect of different variables on the con-
nection between organizational antecedents, employees’ innovative work
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behaviour and eo (Carlucci, Mura, and Schiuma 2019). While several
authors argue that eo has a significant direct influence on performance,
others indicate that eo does not directly affect performance but is reliant
on numerous internal factors and competences, which mediate its rela-
tionship to performance (Wales et al. 2020). Additionally, studies show
how self-efficacy enables an individual to navigate through the rigid or-
ganizational structure of many public institutions while remaining self-
motivated to deal with issues of red tape, organizational boundaries, and
lack of management support (Kearney and Meynhardt 2016). Moreover,
ese been causally linked to different organizational constructs and often
represents a mediation effect on the relationship between intentions, its
precursors and outcomes, including aspects of eo (Anwar, Clauss, and
Issah 2021). Studies indicate that as a result of mediating and interaction
effects, ese can positively influence entrepreneurial behaviour, innova-
tion, and possibly lead to higher levels of eo (Chen and Urban 2018).
Consequently, for the intention of this article, ese is positioned as

a mediating variable which can strengthen, diminish, negate, or other-
wise alter the association between the organizational antecedents and eo.
Recognising that any attempts to introduce or foster eo in public sector
organizations are reliant upon the entrepreneurial behaviour of the indi-
vidual members, in terms of ese, it is predicted that:

h3a Entrepreneurial self-efficacy positively mediates the relationship be-
tween the organizational structure and eo innovativeness, eo risk
taking, and eo proactiveness in the context of public hospitals.

h3b Entrepreneurial self-efficacy positively mediates the relationship be-
tween performance rewards and eo innovativeness, eo risk tak-
ing, and eo proactiveness in the context of public hospitals.

Figure 1 displays the study model which highlights the hypotheses as
per the predicted relationships between the various constructs.While the
selection of the study constructs, as presented in the literature review, is
by no means all-inclusive, it is recognised that there are various organi-
zational factors and processes which regulate how eo is manifested and
mediated at the firm level, and that no single set of variables can unequiv-
ocally determine the outcome of this process (Chen and Urban 2018).

Research Design

The study relied on a structured and self-reported survey to collect pri-
mary data, with a cross-sectional design. The study hypotheses were sta-
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Organizational structure

Performance rewards

Entrepreneurial self-efficacy

eo Innovativeness
eo Risk taking
eo Proactiveness

h1

h2

h3a/b

figure 1 Study Model

tistically tested using regression analyses. The population for this study
was the thirty-three hospitals located in the Gauteng province in South
Africa that are scattered around the province (National Department of
Health 2017). According to the Gauteng Department of Health Annual
Report (2017), the department has a staff complement of 67,467 staff em-
ployed at various levels of different disciplines, of which 111 are senior
managers (levels 13–16) and 15,112 are middle managers/supervisors (lev-
els 9–12). The percentage of managers (supervision level/middle level
and senior level) is approximately 23 per cent of the total population of
employees, which served as the study sampling frame as these study re-
spondents carry the requisite influence to employ resources to capitalise
on accessible opportunities and engage in eo activities (Hornsby et al.
2013).
Primary data was collected from the sampled population through an

online structured and self-reported survey instrument, over a three-
month period. These online surveys used an anonymous link devel-
oped through Qualtrics (study data collection platform), allowing re-
spondents to confidentially complete the questionnaire (Cooper and
Schindler 2014). Strict ethical procedures were followed where permis-
sions were sought and obtained from the relevant hospital and/or re-
gional head office, allowing staff to participate voluntarily and anony-
mously in the survey. Initially, 2500 questionnaires were uniformly dis-
seminated across all hospitals at various levels of care, including cen-
tral/tertiary, district/provincial hospitals within the Gauteng region. Af-
ter several data collection attempts, 255 responses were received, yielding
a 10.2 per cent response rate. However, due to missing responses the final
sample was 172 responses, whichwere judged adequate for online surveys
(Cooper and Schindler 2014). To test for sampling bias, t-tests realised
no significant differences (p > 0.10) between respondents who replied
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earlier versus later in terms of submissions, based on the type of hospital
surveyed, which suggests that the sample emerges to be descriptive of the
population from which it is extracted.

measuring instruments
Entrepreneurial orientation (eo), as the dependent variable (dv), was op-
erationalised by means of prevailing conceptualisations of eo, in respect
of the three dimensions of innovativeness, risk taking and proactiveness
(Covin and Lumpkin 2011; Kearney andMeynhardt 2016). eo was evalu-
atedwith nine items along a ‘seven-point bi-polar Likert scale,’ measuring
each of the three dimensions. The language in the survey was modified
to more accurately reflect the public-sector context. Items such as the fol-
lowing questions were included on each dimension: ‘These new services
are because of modifications or extensions to existing services,’ ‘Our hos-
pital is characterised by risk taking of senior management in seizing and
exploring risky growth opportunities’ and ‘Our hospital is characterised
by a top management philosophy that emphasises both exploration and
experimentation of new service delivery ideas.’
Organizational antecedents, as the independent variables (ivs) were

operationalised on prior constructs as refined by Hornsby et al. (2013),
which have been used considerably and are documented as valid and re-
liable scales (Kuratko and Morris 2018). Organizational structure, mea-
suredwith 6 items, was concernedwith themanner inwhich an organisa-
tion is designed through either an organic or mechanistic structure, and
includes questions on decision making structures, nature of specializa-
tion, distribution of power anddepartmentalization. Performance reward
was operationalised with five items relating to ‘type of systems, their us-
age and alignment to entrepreneurship.’ To safeguard uniformity in scales
‘a seven-point Likert scale’ comparable to eo was employed.
ese, as the mediating variable (mv) was operationalised in terms of

‘the strength of a person’s belief that he/she is capable of successfully per-
forming the various roles and tasks of an entrepreneur’ as identified by
Chen, Greene, and Crick (1998, 77). A seven-point Likert scale was used
and the language of the instrument was revised accordingly to ensure that
it is aligned to the public hospital context. These included questions such
as: ‘I have confidence in my ability to manage all challenges imposed by
external forces and solve problems in my environment,’ and ‘I have con-
fidence in my ability to identify and design new services to improve pa-
tients/clients service outcomes.’
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data analysis quality checks

The study followed the Baron and Kenny (1986) method when conduct-
ing mediation analysis. Several prescribed steps were undertaken to con-
firm the results on spss and sas to complete the Sobel test for media-
tion.
Care was taken tominimise any potential risks pertaining to common-

method-bias. The survey ensured that all questions were in a ‘counter-
balanced’ question order (Cooper and Schindler 2014), and due to an-
onymity it was anticipated that respondents would answer each ques-
tion truthfully. Furthermore, statistically to minimise bias, convergent
and discriminant validity testing using factor analysis was employed to
ensure that distinct factors were being analysed.
To determine if any of the control variables in terms of sample charac-

teristics had any significant interactions with the hypothesised relation-
ships, different ‘comparisons of means tests were performed to calculate
the consequences of single control variables on the dv in separation to
other control variables’ (Cooper and Schindler 2014). However, both t-
test and individual one-way anova tests indicated no significant statis-
tical differences in the dv in this regard.
Exploratory factor analysis (efa) was used to evaluate the validity of

the study constructs where the Kaiser-Meyer-Olkin Measure (kmo) of
SamplingAdequacy showed a value of 0.842, above theminimumaccept-
able value of at least 0.5, and the Bartlett’s Test of Sphericity was signifi-
cant with an approx. Chi-Square 1666.753(136) (p-value = 0.000 < 0.05)
(Cooper and Schindler 2014). Principal Axis Factoring with the Promax
withKaiserNormalizationRotationMethodwas used and showed that in
some cases, several cross/multiple loadings were present on the extracted
factors, especially on items in relation to proactiveness and performance
rewards. Consequently, several items were eliminated because they either
had communality (< 0.3) or had factor loading less than 0.4 and were
loading onto more than one factor.
Table 1 shows the final factor patternmatrix, after several iterations and

eliminations, where four factors were extracted and explained a total of
69.23 per cent of the variance. Cronbach’s Alpha was calculated for each
construct to assess the reliability of the scale for the retained items and the
results indicate values all above the 0.70 threshold (Cooper and Schindler
2014). Adopting this final factor solution resulted in a change to the study
hypotheses where the eo dimension of proactiveness and innovativeness
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table 1 Final Factor Pattern Matrix

Constructs Factor

   

eo: Risk taking
(eort)

q_eo_rt Our hospital is characterised
by seeking of unusual, novel solutions to
problems by managers

.

q_eo_rt Our hospital is characterised
by risk taking of senior management
in terms of seizing and exploring risky
growth opportunities

.

q_eo_rt Our hospital is characterised
by a top management philosophy that
emphasises both exploration and experi-
mentation of new service delivery ideas

.

q_eo_rt Our hospital encourages
managers to take calculated risks with new
ideas

.

Organizational
structure and
rewards (osr)

q_Rewards My manager helps me
get my work done by removing obsta-
cles/challenges

.

q_Rewards My supervisor will give me
special recognition and acknowledgement
if my work performance is good

.

q_Org_Structure Communication in
our reporting structure is both top-down
and down-up

.

q_Org_Structure Our reporting struc-
ture does not hinder the ease and speed
with which we approve new projects and
exploit new opportunities

.

q_Org_Structure The empowering en-
vironment encourages employee creativity
and innovativeness

.

q_Org_Structure Our hospital struc-
ture is flat to facilitate the fluid flow of
communication

.

Continued on the next page

weremerged into a single construct named innovativeness/proactiveness
(eoinpr) and the organizational antecedents were consolidated into a
single construct named organizational structure/rewards (osr). Hence
the study hypotheses were changed to reflect the efa results:
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table 1 Continued from the previous page

Constructs Factor

   

eo: Innovative-
ness/proactive-
ness
(eoinpr)

q_eo These new services are because
of modifications or extensions to existing
services

.

q_eo Our hospital is characterised by
proactive management that is always pre-
pared for all expected incidences.

.

q_eo Our hospital has introduced new
services in the past two years.

.

q_eo Our hospital has introduced new
creative operational processes compared
with those of other hospitals.

.

Entrepreneurial
self-efficacy
(ese)

q_ese I am confident that I have the
necessary skills and knowledge to grow
beyond my current job status.

.

q_ese I have confidence in my ability to
manage all challenges and solve problems
caused by external factors

.

q_ese I have confidence in my ability
to identify and design new services to
improve patients/clients s . . .

.

q_ese I have confidence in my ability to
supervise, delegate duties and train other
employees

.

notes Extraction Method: Principal Axis Factoring. Rotation Method: Promax with
Kaiser Normalization. Rotation converged in 6 iterations.

h1 There is a positive relationship between the organizational struc-
ture/rewards and eo innovativeness/proactiveness in the context of
public hospitals.

h2 There is a positive relationship between the organizational struc-
ture/rewards and eo risk taking in the context of public hospitals.

h3a Entrepreneurial self-efficacy positively mediates the relationship be-
tween the organizational structure/performance rewards and eo
innovativeness/proactiveness in the context of public hospitals.

h3b Entrepreneurial self-efficacy positively mediates the relationship be-
tween the organizational structure/performance rewards and eo
risk taking in the context of public hospitals.
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table 2 Descriptive Statistics and Correlations

Descriptive Statistics Pearson’s Correlation Coefficients

m sd    

. osr . . 

. ese . . .*** 

. eort . . .*** .*** 

. eoinpr . . .*** . .*** 

notes m – variable mean, sd – standard deviation, *** p < 0.01.

Results and Discussion
Table 2 displays the mean scores, standard deviations and Pearson cor-
relation coefficients amongst the study variables. Descriptive statistics
were calculated, with the highest mean score observed for ese. There
was a strong positive correlation between eoinpr and eort (r = 0.51,
p-value < 0.01), and a moderate correlation between osr that was posi-
tive and significantly related to both eort (r = 0.67, p-value < 0.01) and
eoinpr (r = 0.39, p-value < 0.01). There was a very weak and insignifi-
cant correlation between ese and eoinpr (r =0.07, p-value > 0.1), while
the correlation between ese and eort was positive and significant (r=
0.26, p-value < 0.01). Furthermore, collinearity diagnostics were com-
puted which reveal ‘variable inflation factor (vif) values’ of >1, which are
‘valued as acceptable and can be understood as no evidence of significant
incidence of multicollinearity’ (Cooper and Schindler 2014).
Multiple linear regression was conducted to test the study hypotheses

using forced entry, since the control variables were not included in the
study model, and thus there was no order of entry designed for the pre-
dictor variables. Fundamentally, two models were formulated, denoted
by the following equations: (a) Model a = eoinpr = (b0 + b1 osr) + εi;
(b) Model b = eort = (b0 + b1 osr) + εi.
Hypothesis 1 (h1) and hypothesis 2 (h2) were tested with a two-step

linear regression approach to reflect each of the hypotheses separately,
where step 1 (Model a) used only eoinpr as a predictor variable, and
eort was used in step 2 (Model b) to account for any additional vari-
ance in osr. The results with the coefficients are presented in table 3,
which shows two columns in terms of Model a (h1) and Model b (h2).
The coefficients of determination (r2) was unchanged at 15 per cent for
Model a (h1), while a slight change from 45 per cent to 44 per cent was
observed with respect to Model b (h2). In both models the relationships
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table 3 Regression Results for h1 and h2

Model a Model b

b β b β

Model : eoinpr Intercept .*** . .*** .

osr .*** . .*** .

R2 . .

Model : eort Intercept .*** . .*** .

osr .*** . .*** .

R2 . .

notes *** p < 0.01.

determined by the regression coefficients were positive and statistically
significant, and subsequently h1 and h2 are both supported. These find-
ings reaffirm similar findings fromprior studies where a positive relation-
ship between organizational structure and eo has been reported (Kear-
ney, Hisrich, and Roche 2009). This positive relationship is important
insofar as middle-level managers who function in an organic/flat forma-
tion seem to demonstrate higher levels of eo. The rationale for such a re-
lationship may well be prevalent due to structures which encourage less
red tape, better collaboration and support, as well as less convoluted com-
munication; all lead towards creating perceptions that entrepreneurial ac-
tions are recognised and rewarded (Hornsby et al. 2013).
Hypothesis 3a (h3a) predicted that entrepreneurial self-efficacy posi-

tivelymediates the relationship between the organizational structure/per-
formance rewards and eo innovativeness/proactiveness. Hypothesis 3b
(h3b) predicted that entrepreneurial self-efficacy positively mediates the
relationship between the organizational structure/performance rewards
and eo risk taking. Both of these hypotheses were tested with mediation
regression analyses where the mediation parameter comparisons results
are displayed in table 4 and 5, respectively.
Table 4, in terms of h3a, highlights that osr significantly predicts

eoinpr in path c of the model, where F(8,163) = 6.17, p < 0.01, R2 =0.23,
β = 0.422, p < 0.01, and suggests that when osr increases by 1 unit,
eoinpr increases by 0.23 units. osr + ese together significantly pre-
dict eoinpr in path c′ = (a × b), F(9,162) = 5.48, p < 0.01, R2 = 0.23.
Similarly, ese significantly predicts eoinpr in path b, where F(9,162) =
5.48, p < 0.01, R2 = 0.23, β = 0.06, p = 0.66, but was not significant. In
terms of the Sobel Test, path a = 0.09, path b = 0.06, path c = 0.422 and
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table 4 Mediation Results for h3: ese Effect on osr and eoinpr

osr > eo_i osr + ese > eo_ osr > ese

b se β b se β b se β

Intercept .*** . .*** . .*** .

osr .*** . . .*** . . .** . .

ese . . .

F .*** .*** .**

R2 . . .

notes Notes for parameters: b = unstandardized parameters, β = standardized pa-
rameters, *** p < 0.01, ** p < 0.05, * p < 0.10.

table 5 Mediation Results for h3: ese Effect on osr and eort

osr > eo_rt osr + ese > eo_rt osr > ese

b se β b se β b se β

Intercept .*** . . . .*** .

osr .*** . . .*** . . .** . .

ese .** . .

F .*** .*** .**

R2 . . .

notes Notes for parameters: b = unstandardized parameters, β = standardized pa-
rameters, *** p < 0.01, ** p < 0.05, * p < 0.10.

path c′ (path a× path b) = 0.417. h3a is therefore not supported since the
addition of the new variable (ese) does not change the significant path;
this means that the effect is very small, hence not significant.
Table 5, in terms of h3b, highlights that osr significantly predicts

eort in path c, where F(8,163) = 19.61, p < 0.01, R2 =0.50, β = 0.69, p
< 0.01, and suggests that when osr increases by 1 unit, eort increase
by 0.5 units. ese significantly predicts eort in path b, where F(9,162) =
18.40, p < 0.01, R2 = 0.51; β = 0.24, p < 0.05. The Sobel Test revealed that
path a = 0.09, path b = 0.24, path c = 0.69 and path c′ (path a × path b) =
0.66. When the mediator (ese) was added, the slopes for osr changed
significantly, since adding ese as a mediator causes a small change to the
R-square value changes, meaning ese plays a small role in explaining the
variability in eort. Hypothesis 3b is therefore supported, indicating the
presence of partial mediation by ese on the relationship between osr
and eort.
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These empirical findings can be interpreted in relation to prior stud-
ies and theory which specify that an important set of entrepreneurial
capabilities are higher levels of ese, which enable individuals to recog-
nise innovations and engage in risk taking (Chen, Greene, and Crick
1998). This relationship is reaffirmed with the positive findings obtained
in the present study, insofar as higher levels of eo seem to involve a dy-
namic interplay between organizational antecedents, such as organisa-
tional structure and rewards and ese. Such interactions between orga-
nizational structure and rewards, ese, and eo highlight the usefulness
of employing social cognitive theory (sct) in terms of explaining inter-
actions between behaviour, personal factors, and contextual influences
(Bandura 1989). Research shows that an entrepreneur who is high in ese
is likely to ‘exert more effort for a greater length of time, persist through
setbacks, and develop better’ (Chen, Greene, and Crick 1998). Such be-
haviour is important in the public sector, since in order to behave en-
trepreneurially employees often have to reveal higher levels of ese (Kear-
ney and Meynhardt 2016). Moreover, the mediating effect of ese on the
relationship between organizational antecedents, such as structure and
rewards, and eo is increasingly recognised in healthcare organizations
(Carlucci, Mura, and Schiuma 2019). Such findings highlight the rele-
vance of entrepreneurship as an effective means for public bureaucra-
cies, such as public hospitals, to convert themselves into adaptable, more
proactive units that deliver improved services through innovative prac-
tices (Kearney,Hisrich, andRoche 2009).Healthcare and public hospitals
take in an enlarged share of income in developed and emerging countries
alike, and eo has the ability to supply healthcare at a lower cost while ad-
vancing inclusivity and higher quality (Ruff et al. 2011). Inmany emerging
economies, one of the principal objectives of any organization is height-
ened effectiveness and efficiency which can be attained by constantly in-
novating, and cultivating higher levels of eo (Anwar, Clauss, and Issah
2021; Urban and Nkhumishe 2019).

Conclusion
This article brings original understandings into the relationship between
organizational antecedents and eo, while clarifying the mediating effects
of ese on this relationship. The findings have provided an important em-
pirical contribution to explaining organizational antecedents and eo and
ese, and highlighted their relevance to the public hospital sector in South
Africa.
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In South Africa, where this study takes place, the constitution specifies
the ‘right to health care services for all persons living within the Republic’
(Republic of South Africa 2015). However, entrenched inequalities and
problems of service delivery, coupled with poor management in South
Africa’s national health system frustrate innovativeness at public hospi-
tals (National Department of Health 2017; Ruff et al. 2011). As a result,
and despite its potential, entrepreneurial behaviour remains understud-
ied and is not implemented in many firms in emerging economies, often
hindering future economic growth (Urban and Nkhumishe 2019).
Based on the study findings it is recommended that hospital managers

not only undertake innovations but also find new ways to do more with
fewer resources, in other words to be proactive by the nurturing of eo.
Due to recent conditions of increased fiscal pressure as a direct result of
the Covid-19 pandemic it is necessary for managers not only to be more
resourceful and amplify efficiency in the providing of services, but also
become entrepreneurial in terms of fostering eo (Urban 2021).
Additionally, research-based educational training is required in the

public sector healthcare system to foster and develop ese to improve in-
novation performance among all employees. Training of managers and
employees should focus on developing higher levels of ese through di-
rect interventions as well as through vicarious learning in terms of the
sct, while at the same time consider the prevailing organizational struc-
ture and reward systems in the workplace. Research on sct confirms
that self-efficacy can be developed through training and role displaying
(Bandura 1989). Thismeans that entrepreneurial behaviour in the formof
eo is essential to overcoming public sector bureaucracies and rigid struc-
tures, and managers are advised to devise and implement structures and
performance rewards that encourage entrepreneurial efforts by all staff
members, who must be supported by a sense of ese (Urban 2021).
Furthermore, not only is the Covid-19 pandemic centre stage as a

global issue threatening the global economy, but digitization is changing
the business model of many organizations across all sectors and indus-
tries (Niemand et al. 2020). Consequently, understanding the role of eo
and ese is fundamental, as both of these phenomena require flexibility
in organizational behaviour in terms of enhancing resources, proficien-
cies and systems, predominantly in emerging economies where firms are
often attentive to developing ‘low cost type innovations’ (Al-Omoush,
Simón-Moya, and Sendra-García 2020).
While the article contains some limitations, these offer possible future
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research opportunities. The study being cross-sectional in design pre-
vents drawing conclusions regarding the causal relationship between the
study variables. Moreover, the study collected data on perceptions which
may have been prejudiced by perceptual and motivational biases of the
individual respondents. In addition, the study surveyed public hospitals
in only the Gauteng province in South Africa, and hence the generaliz-
ability of findings is somewhat limited. Caution is required in generalis-
ing the findings to other contexts, as the study findings may not be ap-
propriate for other economies with different environmental and institu-
tional conditions (Urban and Nkhumishe 2019). Notwithstanding these
limitations, the study results offer a valuable interpretation of how eo is
affected by different organizational factors and ese in the hospital public
sector. In general, researchers would be well advised to conduct investi-
gations to develop a greater appreciation of the complexities of fostering
eo in public sector organizations in emerging economies by investigat-
ing specific country contingency variables such as institutional voids and
scarce infrastructure and resources.
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In this article, we discuss selected aspects of organisation: organisation
as an instrument for achieving objectives, and organisation as an inter-
est group, as well as defining the organisation as a process. Based on a lit-
erature review we have summarised the findings of different authors and
presented what defines the organisation from the aforementioned aspects.
The structure of the article follows the aimrad methodology: abstract,
introduction, methodology, research and analysis, and discussion (Cargill
andO’Connor 2009). The literature study researchmethodwas used. Find-
ings are presented descriptively and in tabular form with a discussion and
comments. Findings of this research are useful for the general, professional
public, for the management of different organisations and for researchers
from the fields of organisation and management, because selected aspects
of organisations are intertwined, and their understanding is related to the
basic management activities of each organisation such as planning, organ-
ising, leading and supervising and thus related decision-making.
Key Words: aspects of organisation, interest group, instrumental aspect,
process aspect, analysis
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Introduction and Theoretical Background
Organisations can be studied fromdifferent angles, e.g. sociological, tech-
nological, psychological, as a business or machine, an organism, a brain,
as flows and change, a system, as an instrument, an interest group or a
process.
If we are interested in people’s behaviour, we can study the organisation

from a sociological point of view (Oh 2020, 558). The organisation as a so-
cial formation strives to achieve a common goal (Bavec andManzin 2012,
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27). If we are interested in the technology used by an organisation, wewill
be interested in the technological aspect of the organisation. This can be
interesting from many perspectives. For example, today we are dealing
with increasing use of information technology and thus related issues
in organisations are: how is new knowledge created, how is knowledge
shared within organisations, how do sharing practices between organisa-
tions support innovations (Chatterjee, Ghosh, and Chaudhuri 2020, 1261;
Hutahayan 2020, 1289; Khawaya et al. 2020, 237; Veiga et al. 2021, 590).
If we look at an organisation as an environment of pressures and hard-

ships, victories and defeats, cooperation and trust, the social aspect of
employment, and how employees experience it, we will be interested in
the psychological aspect of the organisation (Bavec and Manzin 2012, 27;
Valitova and Besson 2021, 3).
Understanding the organisation as an instrument (a machine) is sim-

ilar to understanding the operation of a well-oiled machine to achieve a
goal. The organisation can also be an instrument of power in this respect.
In such amachine, people (employees) are like its wheels. This kind of un-
derstanding was typical at the beginning of the last century (Taylor 1911).
Because tangible and intangible assets flow through organisations, and
because organisations create value for customers in these flows, they can
also be understood as flows and change (Suárez-Barraza, Miguel-Dávila,
and Morales-Contreras 2021, 29).
An organisation as an organism is comprised of people that change,

trigger changes in an environment, and also respond to changes from the
environment. From this perspective, organisations are living organisms,
just like the human body. An organisation as a system changes the input
quantities (people, raw materials, technology, energy, and information)
into outputs (products and services). In the same way, we can also un-
derstand and study organisations as a process in which we transform in-
puts into products/services (Tavčar 2008; 2009, 107; Škrinjar and Trkman
2013; Gošnik 2019a; 2019b).
Different authors worldwide (Kovačič and Bosilj-Vukšić 2005; Škrin-

jar and Trkman 2013; Trkman et al. 2015; Hernaus, Bosilj-Vukšić, and
Indihar-Štemberger 2016; Latif et al. 2020; Kwayu, Abubakre, and Lal
2021; Lodgaard and Dransfeld 2020) have studied organisation as a pro-
cess. In the literature there are missing studies about specific aspect of
an organisation, such as the organisation as an instrument for achieving
objectives, or the organisation as an interest group and thus related com-
parison studies, which has been detected as our research gap.
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The aim of this study is to emphasise importance of understanding
organisations from different angles and to describe instrumental, interest
aspect of organisations and process-oriented organisations.
In this article we have limited our study to selected aspects of an or-

ganisation such as: organisation as an instrument for achieving goals, an
interest group and an organisation as a process. From research method-
ology aspect we have limited ourselves to the literature review approach.
This paper is organised as follows: (1) introduction, (2) research meth-

odology, (3) research and analysis, (4) summary of the findings, with dis-
cussion and (5) conclusion with possible further research in this field.

The Research Methodology
Based on the study of domestic andworld literature from the field ofman-
agement and organisation, we researched selected aspects of organisa-
tions: organisations as an instrument, an interest group, and as a process.
The systematic review was conducted within the following list of sources:
Emerald, jstor, and Springer. Keywords such as: interest, instrumental,
mechanic, organic, process, and aspect organisation were used. Based on
the study of the literature in this field from 1990 onwards and citations
of different authors, which includes also the latest sources from 2020 and
2021, we present and discuss findings as defined in the research ques-
tions. Comparison of the findings by different authors are presented and
discussed. In this research we answered the following research questions
(rq):
rq1 What defines an organisation as an instrument?
rq2 What defines an organisation as an interest group?
rq3 What defines an organisation as a process?
By synthesising the findings, we prepared summaries, brought them

together in a tabular form, and provided comments. The findings are in-
teresting for the general, professional public and the management of ser-
vice andproduction organisations, as selected aspects of organisations are
intertwined, and their understanding is related to the basic management
activities of each organisation such as planning, organising, leading, and
supervising as well as the related decision-making.

Research and Analysis of Selected Aspects of Organisations
According to the research questions, we present three selected aspects of
the operation of each organisation in the following: (1) an organisation as
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table 1 The Conception of Management Activities from an Interest and Instrumental
Aspect

The activity
of management

The organisation as an in-
terest group

The organisation as an in-
strument

Planning Conceptualizing ideas Developing plans

Organizing Connecting Arranging, designing

Leading Leading people Managing business

Supervising Assessing, judging Measuring

notes Adapted from Tavčar (2009, 24).

an instrument, (2) an organisation as an interest group, and (3) an organ-
isation as a process.

the organisation as an instrument for achieving
goals

Every organisation can be observed as an instrument (machine, device)
for achieving objectives, first and foremost subordinated to the inter-
ests of owners (Biloslavo 2006, 18; Tavčar 2008; 2009, 107; Gošnik 2019a;
2019b). This affects the company’s core management activities, which are
planning, organising, leading, and supervising (table 1).
Planning as part of management activities in instrumental terms is

based on short-term results. It focuses primarily on fulfilling of the
owner’s interests. Managers put regulations on the front line and ana-
lytical decision-making prevails (Tavčar 2009, 107). In this case, plan-
ning focuses on existing services, existing products, maintaining current
processes, high productivity, short term financial benefits and financial
resources, and not on creating new core capabilities, new processes or
new products and services (Tavčar 2009, 221–2).
Organising as a part of management activities in the instrumental as-

pect is called arranging (designing) and means primarily formalising,
standardising work tasks, and sanctioning violators. Division of tasks
among employees puts the needs of the organisation up front. Interests
andwishes of employees are not so important. Process arranging (design-
ing) is focused on determination of employee responsibilities. Achieving
efficiency and high productivity of employees and processes predomi-
nate (Tavčar 2009, 328–9). Leading in the instrumental aspect focuses on
business (documentation) and results. Financial decisions play a key role.
Consequently, it also affects the core and supporting processes in an or-
ganisation, material flows, strategy, and quality.
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The leading style is autocratic, and management tries to circumvent
co-workers’ resistance. The focus is on existing products, not developing
new ones. The organisation responds poorly to environmental influences
(Tavčar 2009, 474–5). Supervising, as part of management activities in
the instrumental aspect, is called measuring. Quantitative measurement
of business performance is in the forefront. Employees are constantly su-
pervised (controlled, monitored), the emphasis is on costs, economics,
and the highest possible returns, is short-term oriented and oriented on
quick wins (immediate results) (Tavčar 2009, 537).
Each organisation is not only an instrument for achieving goals but

also an interest group (interest-based society) which we present below.

the organisation as an interest group
The understanding of an organisation as an interest group is related to
a social understanding of the purpose of organisations. Organisations
perform better if they consider the interests of external participants
(customers, suppliers and partners) and the interests of internal partici-
pants (employees, management and owners). The interest aspect empha-
sises the organisation as a society of interests of different participants
(Biloslavo 2006, 18; Tavčar 2009, 107–8; Gošnik 2019a; 2019b).
Planning as a management activity within the aspect of interest can

be called conceptualising ideas. Conceptualisation is subordinate to the
interests of all participants (suppliers, employees, customers, managers,
owners, and other market participants). It is oriented towards the long-
term growth and performance of the organisation. Conceptualisation fo-
cuses on acquiring new knowledge and basic abilities, and in implement-
ing goals and strategies, and emphasises coordination with as many par-
ticipants as possible (Tavčar 2009, 222–3; Trkman et al. 2015, 250–66;
Gošnik 2019a; 2019b).
Organising as a management activity within the aspect of interest is

called connecting. Relationships between employees in the company
are based, in this respect, on their interests and also on the interests of
other participants (e.g. suppliers, customers), and create opportunities
for creative cooperation between employees; cooperation between dif-
ferent participants is flexible (Tavčar 2009, 329–30). The interest aspect
emphasises people (employees) and is therefore called leading people or
co-workers (employees). It is characterised by dealing with employees
and other participants of the organisation as a source of new knowledge
and ideas for further growth (Nodeson et al. 2012, 466; Gošnik 2019a;
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2019b). Organisations that in-corporate external knowledge are more
likely to achieve product innovations (Hernández, Nieto, and Rodríguez
2021, 155). Knowledge generation and knowledge flow have a central role
in achieving innovation and company performance and competitive ad-
vantage (Hutahayan 2020, 1289; Obeso et al. 2020, 1859; Ramayah et al.
2020, 1021).
Leading employees in the interest aspect takes into account employees’

needs and is based on knowledge. It is less authoritarian. Cooperation be-
tween participants is oriented towards the common benefit and satisfac-
tion of different interests. Management consider the abilities of employ-
ees and communication between different participants, based on trust
(Tavčar 2009, 476–9). The interest aspect of supervising can be called
assessing (judging). Goals are the result of the interests of different par-
ticipants. Business goals are assessed based on relative comparisons and
understanding, through participant satisfaction and longevity. It is less
strict than measuring and includes the intuition of the decision maker
(Tavčar 2009, 537; 539; Gošnik 2019a; 2019b).

the organisation as a process
We can also look at any organisation through the prism of interconnected
processes, and not as a hierarchical organisational structure. Until re-
cently, the prevailing opinion was that the most important thing for the
successful operation of an organisation is to define the organisational
structure. These days it is true that we put processes in the foreground
and those organisational structures and rules, as elements pertaining to
the orderliness of the organisation, follow processes (Bavec and Manzin
2012, 13). Vila (2000, 81) says that if the processes in an organisation cease
to function, the organisation also ceases to function, regardless of the fact
that the structure still remains in place. This, therefore, requires organi-
sations to focus on processes rather than structures. We are increasingly
replacing the traditional view of the organisation as a hierarchy with a
process view, which states that every organisation is a process (Markič
2003; Škrinjar and Trkman 2013, 48). An organisation as a process is like
a system that responds to inputs and generates outputs. Processes in an
organisation direct managers to consider who customers are, what they
expect, what value they expect, what we can offer them, what else to im-
prove,what processeswould enable us tomeet customer expectations and
what resources we need to do so.
Processes also guide managers to consider new strategies and produc-
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tivity. More and more companies use process orientation also because
functional organisation is an obstacle for organisations, as it prevents
effective integration between individual functional areas (departments)
and market responsiveness (Kovačič and Bosilj-Vukšić 2005, 32; Škrin-
jar and Trkman 2013, 48). Managing processes is today basic require-
ment for further development of companies, nomatter their size and field
of operation (Trkman et al. 2015; Hernaus, Bosilj- Vukšić, and Indihar-
Štemberger 2016). From this perspective, managers should be primarily
interested in the processes that take place in organisations (Gošnik 2019a;
2019b; Latif et al. 2020; Kwayu, Abubakre, and Lal 2021; Lodgaard and
Dransfeld 2020). The process view of an organisation requires a flatter or-
ganisation and an integration of business functions in order to effectively
develop new value for the market (Potočan and Nedelko 2015, 21). The
processes within organisations also enable the more efficient servicing of
customers, and improving existing and designing new processes; qual-
ity becomes a condition for successful business, it eliminates the problem
of hierarchical business functions, and in the face of challenges sets the
teamwork cooperation among employees (as well as suppliers and other
market participants), just as business process implementation time is a
key factor in competitiveness (environmental responsiveness, overtak-
ing competitors) and similarly tailored strategies (Glavan-Milanović 2011,
25; Suárez-Barraza, Miguel-Dávila, andMorales-Contreras 2021, 29). Ac-
cording to Hrabal et al. (2020, 275) the human role presents the most
important factor at bpm implementation.
Kovačič et al. (2004, 61) states that organisations that make the transi-

tion to a process oriented organisation experience the following changes
(table 2).
There are several reasons for the transition froma classical (functional)

to a process organisation: (1) complicated transfer of information along
the vertical hierarchy; (2) large delays during the transmission of in-
formation, documents, material, etc. between functions, departments or
services; (3) the danger that functional departments do not cooperate
enough (Unterlechner, Meško Štok, and Markič 2009, 118–9).
Looking at an organisation as a process is nothing new these days.

Throughout history, humans have always dealt with processes. From the
Industrial Revolution and the emergence of factories in the 18th century,
the field of management also developed. Managers primarily focused on
production processes. Among them was Henry Ford, who founded the
Ford Motor Company in 1903 and designed a new concept for the pro-
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table 2 Traditional and Process View of an Organisation

Issue Traditional
organisation

Process-oriented
organisation

Emphasis in organisation Business function Business Process

Organisational unit Department Working group/team

Description of the work Narrowly defined Wide

Focus Supervisor Customer/buyer

The role of leadership Supervision Mentorship

The key person Business Director The owner (administrator)
of the process

Business culture Conflict-oriented Cooperation

notes Adapted from Kovačič et al. (2004, 61).

duction of the car – the assembly line. Work was standardised, a limited
number of versions were produced and of only one colour. Therefore,
production costs were low and cars becamemore affordable. This also re-
sulted in changes to other processes in the factory, to procurement, and
suppliers (Unterlechner, Meško Štok, and Markič 2009, 120–6).
Mogensen and Rausa (1989) came to the realisation that the greatest

loss in processes is the disregard for the professional and experience-
based abilities of workers to implement changes in processes. He empha-
sised the need to measure processes, be open to change, understand pro-
cesses, and understand and emphasise human relationships; the ability
to take an analytical approach to problem-solving; a cleaner and tidier
work environment; and the ability to accept improvements (Mogensen
and Rausa 1989; Unterlechner, Meško Štok, and Markič 2009, 120). The
manufacturer market was slowly transitioning towards a customer mar-
ket. The supply of products was becoming greater than demand. This re-
sulted in the need for organisations to introduce new changes into their
operations and thus into their processes (Unterlechner, Meško Štok, and
Markič 2009, 25).
In 1990, Rummler and Brache found that most problems in processes

arise when work passes from department to department. As a solution,
they presented the idea of managing the process as a whole. The term
Business Process Reengineering (bpr) was developed (Rummler and
Brache 1990). According to Champy (1995), bpr organisations needed
to treat business processes as comprehensive, ranging from order activ-
ity to product delivery, and use the necessary information technologies
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to help them interconnect. Many bpr attempts were unsuccessful. Man-
agers had becomemore cautious. The advent of new data processing soft-
ware made it easier to capture and process data and produce the reports
needed to run businesses. That led to redundancies in management ser-
vices. Under the pretext of bpr, organisations carried out a reduction in
the number of employees, and so bpr gained a bad reputation and at the
end of the 90s fell into oblivion. As an alternative, many organisations be-
gan to use new terms to describe business process rearrangements, such
as Business Process Improvements (bpi) or Business Process Redesign
(Unterlechner, Meško Štok, and Markič 2009, 25).
A period of business standardisation followed. Approaches such as

Total Quality Management (tqm) have emerged. According to Edward
Deming, tqm envisages the continuous improvement of all organisa-
tional processes, products, and services and is based on the assumption
that quality improvement is a key factor in achieving business efficiency
and effectiveness (Kovačič et al. 2004, 68; Chatterjee, Ghosh, and Chaud-
huri 2020, 1261). tqm strives to ensure that there are no errors in pro-
cesses, to continuously improve processes, employee cooperation and de-
velopment, and quality as dictated by the customer. Findings of Babu and
Thomas (2021, 157) show positive direct and indirect effects of tqm on
employee satisfaction as well.
These days, the competitiveness of any organisation stems from the

competitiveness of core processes (Gošnik 2019a; 2019b). The common
features of core processes are: (1) core processes must have a recognisable
benefit for customers; (2) core processes must be difficult to copy; and (3)
core processes must be irreplaceable with other solutions (Sinur, Odell
and Fingar 2013 in Potočan andNedelko 2015; Gošnik 2019a; 2019b). Sup-
port processes, on the other hand, enable organisations to harmonise core
processes with standards, legal requirements, and business instructions
(Potočan and Nedelko 2015, 46). Supporting processes include (Smith
and Fingar 2003, 53): guarantee implementation processes, information
support, invoicing, data management, order preparation, business per-
formance monitoring, market analyses, and market analysis, etc.

A Summary of the Findings and Discussion
Different definitions of an organisation have many aspects in common.
They define organisations as dynamic formations in which people (em-
ployees) play a key role; they are focused on achieving goals and ben-
efitting society. We can study organisations from different perspectives,
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depending on the onewe are interested in.Wepresented three selected as-
pects of the operation of organisations: the organisation as an instrument,
the organisation as an interest group, and the organisation as a process.
Every organisation is an instrument (machine, device) for achieving the
goals of its owners. Understanding an organisation as an interest group is
related to a broader social purpose of organisations. The interest aspect of
an organisation emphasises the organisation as a community of interests
of different participants. In every organisation, there is an instrumental
(rigid, mechanical) and at the same time interest (soft, organic) aspect,
regardless of the size, industry, or type of organisation. Long-term busi-
ness success depends on the balance of these two aspects. This is reflected
in all four basicmanagement activities (planning, organising, leading and
supervising). At the forefront of the notion of the functioning of organ-
isations these days is the process aspect, with an emphasis on core pro-
cesses. Core processes are comprehensive and dynamically coordinated
sets of activities that enable the supply of customers (clients) with prod-
ucts and services. These take place in time and space, have clearly de-
fined inputs and outputs (results), and must necessarily be coordinated.
Consequently, in every company, it requires not only knowledge of the
principles and mastery of general management, but above all the prin-
ciples of business process management, with a focus on core business
processes. Changes in business processes should be a constant practice
and the work ofmanagers in any company.When changing business pro-
cesses, the connection of changes with the fundamental directions, goals,
and strategies of each specific company must be taken into account. Suc-
cessful management of an organisation as a process requires the involve-
ment of customers, as products/services are intended for them, and pro-
cesses must create value just for them. It should also involve employees
as well as suppliers as they can be a source of ideas. Managing an organ-
isation as a process with an emphasis on core processes is a particularly
strategic opportunity for the development of new competitive advantages
of organisations.

Conclusion
These days, there is a need for companies to simultaneously integrate dif-
ferent approaches into business process management, such as focusing
on goals, customers, process control and quality; involving different par-
ticipants; and standardising good practices, with the support of e.g., Six
Sigma, Lean Management, and at the same time to manage basic sup-
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port processes, e.g. Lean Administration. Management in organisations
must also integrate processes, strategy development, and goals in business
process innovation in an appropriately comprehensive manner, with an
emphasis on customer benefits (Lei, Leaungkhamma, and Le 2020, 481).
According toMooi, Rudd, and de Jong (2020, 741) process innovation is a
key determinant of business performance (Mooi, Rudd, andde Jong 2020,
741). Innovation strategy has a significant effect on financial performance
(Hutahayan 2020, 1289). Consequently, in every organisation, it requires
not only knowledge of the principles and mastery of general manage-
ment, interest, and instrumental, but above all the mastery of business
processes with focus on core business processes (Gošnik 2019a; 2019b).
Every organisation can be observed as an instrument (machine, de-

vice) for achieving objectives and it is first subordinated to the interests of
owners (Biloslavo 2006, 18; Tavčar 2008; 2009, 107; Gošnik 2019a; 2019b).
This affects the company’s core management activities, which are plan-
ning, organising, leading, and supervising.
Each organisation is also an interest group (interest based society). For

better performance organisations should consider the following: organ-
isations perform better if they consider interests of external participants
(customers, suppliers and partners) and interests of internal participants
(employees, management and owners) (Biloslavo 2006, 18; Tavčar 2009,
107–8; Gošnik 2019a; 2019b).
The interest aspect emphasises the organisation as a society of interests

of different participants. Conceptualisation as an instrumental aspect of
planning is subordinate to the interests of all participants (suppliers, em-
ployees, customers, managers, owners, and other market participants). It
should be oriented towards the long-term growth and performance of the
organisation. Relationships between employees in the company in the in-
terest aspect should be based on their interests and also on the interests
of other participants (e.g., suppliers, customers), and create opportunities
for creative cooperation between employees (Tavčar 2009, 222–3; Trkman
et al. 2015, 250–66; Gošnik 2019a; 2019b).
Leading employees in the interest aspect takes into account employees’

needs and is based on knowledge. Knowledge generation and knowledge
flow have a central role in achieving innovation and firm performance
and competitive advantage. Business goals from the interest aspect should
be based on relative comparisons andunderstanding, throughparticipant
satisfaction and longevity (Tavčar 2009, 537–9; Gošnik 2019a; 2019b).
Managing an organisation as a process is today a basic requirement
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for further development of companies, no matter their size and field
of operation (Trkman et al. 2015; Hernaus, Bosilj-Vukšić, and Indihar-
Štemberger 2016). From this perspective, managers should be primarily
interested in the processes that take place in organisations (Gošnik 2019a;
2019b; Latif et al. 2020; Kwayu, Abubakre, and Lal 2020; Lodgaard and
Dransfeld 2020).
This research is limited to defining an organisation as an interest group,

an organisation as an instrument for achieving goals and an organisation
as a process. From the research methodology aspect, this research is lim-
ited on the literature review approach.
Despite limitations, the findings of this research are useful for the gen-

eral professional public, for the management of different organisations
and for researchers in the field of organisation and management, as the
selected aspects of organisations are intertwined, and their understand-
ing is related to the basic management activities of each organisation:
planning, organising, leading and supervising and thus related decision-
making, regardless of size and industry of the organisation.
Further research in this area could be focused on the relation between

different aspects of an organisation and company performance. Also, fur-
ther research could be focused on systematic research of the literature in
the field of other aspects of organisations, such as an organisation as a so-
ciological formation, psychological formation, technological formation,
organisation as flows, organisation as change, organisation as a system or
organisation as a brain.
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