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ABSTRACT 

 

This paper examines the logistics and distribution channels for 
importing heavy crude oil, which is a source of bitumen. The 
study conducts a sensitivity analysis to assess the suitability of 
distillery locations based on the available transportation modes 
and carrier options. Although a strategic location near direct 
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pipeline options using existing facilities could yield the least 
transportation cost, the lack of pipeline capacity with increasing 
demand and delays in building additional capacity weighs heavily 
against this option. Consequently, the analysis points to 
multimodal shipments via ocean vessels and pipelines as the 
optimum solution for a proposed location of the distillery. 
 

Keywords: Asphalt Production, Bitumen, Crude Oil, Distillery 

Location, Supply Chain Logistics 

 

INTRODUCTION 

 

About 94% of the 4 million miles of paved roads in the United 

States contain asphalt material. The product also covers about 85% 

of the nation’s airport runways and parking areas (EAPA & 

NAPA, 2009). Asphalt mix consists of 4% to 6% bitumen by 

weight, depending on the application specifications. Bitumen 

functions as the glue that binds together the mineral aggregates. 

In the United States, the industry terminology for bitumen is 

asphalt cement or liquid asphalt. To minimize transportation 

costs, construction companies generally purchase asphalt 

material from mixing plants located relatively close to the work 

sites. There are more than 4,000 mixing plants distributed 

around the United States. Every congressional district has at 

least one. Collectively, these plants produce about 550 million 

tons of asphalt material each year (NAPA Working Group, 2007). 

Refineries produce bitumen from the residual heavy oils of the 

distillation process where the primary target products are lighter 

petroleum such as propane, gasoline, diesel, and jet fuel.  

Refineries have been upgrading distillation plants in recent 

years to process more of the residuum to meet growing demands 

for lighter and higher-value transportation fuel such as gasoline, 
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diesel, and jet fuel (Platts, 2012). Upgrades include technologies 

called cokers that can produce more heat to break down the 

residual bitumen further, producing greater yields of the lighter 

petroleum products. Hence, refineries produce less bitumen from 

the residuals of the distillation process. However, companies may 

decide to increase bitumen production because of an anticipated 

increase in demand amidst a scarcity of bitumen supply. In 

particular, bitumen demand will increase as soon as government 

policies begin to encourage new construction projects. 

The conventional distillation of light crude leaves a smaller 

portion of heavy oils behind than the distillation of heavy crude. 

Traditionally, conventional refineries prefer lighter crude oil 

feedstock because of the higher yield of lighter petroleum for the 

same refining cost. However, light crude supply is at historic lows 

because of decades of extraction, political instability, and conflicts 

in major oil-producing countries (King, Deng, & Metz, 2012). In 

recent years, the acquisition cost for light crude has been as much 

as 20% higher than for heavy crude (Burkhard, Forrest, & Beck, 

2011). Cokers can process the cheaper heavy crude oil, and as 

more units come online, competition for the domestic supply of 

heavy crude will increase. Bitumen producers anticipate that this 

growing demand for domestic heavy crude oil will lead to price 

increases. Given the overall decline in asphalt production, the 

anticipated demand increase for asphalt, and the growing 

competition for domestic heavy crude, refineries are interested in 

understanding the import options for heavy crude oil relative to 

the location of their existing or a new distillery. This study, 

therefore, examines the logistics and distributions channel 

options for importing heavy crude oil. In terms of supply chain 

design, the network analysis might be similar to healthcare (Kim 

and Kwon, 2015) and agricultural product (Kim and Lee, 2014), 

but uniqueness of the commodity and transportation mode will 
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have an impact on the supply chain design including sourcing and 

transportation. 

This paper conducts a sensitivity analysis of the available 

transportation modes and carriers options. The model will assess 

the effects on cost, schedule, and risks as a function of locating 

the distillery somewhere in the central U.S. As a case study, the 

scenario introduces a hypothetical company, called BIND 

(Bitumen National Distillers), by placing its location at the banks 

of the Arkansas River near Tulsa, Oklahoma. In addition to being 

within proximity of Cushing, Oklahoma, which is the delivery, 

blending, and price settlement point for west texas intermediate 

(WTI) on the New York Mercantile Exchange (NYME), the 

company would have access to nearly all transportation modes, 

including river barges that can transport heated bitumen to 

mixing plant customers. Hence, the analysis incorporates 

transportation modes, carriers, and transfer points currently 

available to move purchased crude oil to the selected location for 

processing and distribution. 

The organization of the remainder of this paper is as follows: 

Section 2 describes of the characteristics of the commodity, supply 

channel, demand, and transportation options. Section 3 proposes 

a multi-commodity multimodal model and discusses optimal 

solutions. Section 4 explores the sensitivity results and discusses 

the threats and opportunities of the import options for the 

location scenario. The final section provides concluding remarks 

and summarizes the study. 

  

THE SUPPLY CHAIN 

 

Four of the top 10 producers of crude oil are located in the 

western hemisphere including the Uunited States, Canada, 

Mexico, and Venezuela (U.S. Census Bureau, 2012). The United 
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States is the second largest. Even so, the United States imports 

about half of the oil it consumes (Davis, Diegel, & Boundy, 2012). 

The combined reserve of Venezuela and Canada is the largest 

proven oil reserve in the world, and can be a stable source of 

supply for the western hemisphere for decades. Hence, this paper 

will focus on comparing the logistics of sourcing oil from the 

largest western hemisphere producers: Canada, Mexico, and 

Venezuela. 

 

Commodity 

Bitumen is a hydrocarbon material that is insoluble in water. It is 

a natural byproduct of organic material from bacterial 

decomposition. There are large deposits in “tar lakes” and “tar 

sands,” but crude oil contains most of the bitumen currently 

extracted. The bitumen content in crude oil varies with its 

specific gravity. The American Petroleum Institute (API) 

developed a measure of the specific gravity of oil in units of API 

degrees (Schenk, Pollastro, & Hill, 2006). A value greater than 10° 

indicates that the product will float on water, and below that 

indicates that it will sink. Higher numbers represent less dense 

oils that yield greater volumes of lighter, higher-value products 

for the same amount of processing. The industry classifies oil 

with an API gravity of less than 10° as bitumen, of 10° to 20° as 

heavy crude and above 33° as light crude (Figure 1). 

Conventional oil has low viscosity and pumps can extract it 

from wells drilled into underground reservoirs. Unconventional 

oil is more difficult to extract because either the hydrocarbons are 

bound to sand particles, or rocks that trap them block the oil from 

flowing upwards. Analyst refers to unconventional oil as “tight oil” 

because it is more difficult to extract. However, improvements in 

horizontal drilling and rock fracturing technologies have led to 

tight oil booms in the Bakken (North Dakota) and Eagle Ford 
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(Texas) shale formations. Both North Dakota Sweet (NDS) and 

Western Texas Intermediate (WTI) produce relatively low 

bitumen yields. Hydrocarbons extracted from the Canadian oil 

sands produce greater yields of bitumen. 

 

 
Figure 1.  Crude oil classification 

 

Suppliers 

Numerous pipeline carriers are available in the area to deliver 

purchased crude oil to the BIND facilities located at Catoosa, 

which is about 65 miles east of Cushing. At that location, BIND 

Inc. can purchase crude oil feedstock from trading markets in 

Cushing, Oklahoma, which has the largest oil storage facilities in 
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the United States (Philips, 2012). Two varieties of heavy crude 

are generally available: Western Texas Sour (WTS) with API 31.7° 

and Heavy Louisiana Sweet (HLS) with API 32.9°. When demand 

for bitumen weakens, or the price of oil is relatively low due to 

oversupply in Cushing, BIND can purchase Western Texas 

Intermediate (WTI), which has an API 39.6°. Western hemisphere 

sources involve a tradeoff in the API gravity and bitumen yield 

(Figure 1). As observed, there is a diminishing return in yield as 

the API gravity increases beyond the threshold for the light crude 

category. Hence, the analysis accounts for bitumen yield 

differences by adjusting the number of barrels needed to produce 

the same amount of bitumen. In general, the southern trading 

partners can provide crude with the greatest bitumen yield but 

require non-pipeline transport modes. 

 

Prices 

Data from the U.S. Energy Information Administration (EIA) 

indicates that the average annual landed cost per barrel of crude 

oil from select countries in the Americas is, on average, less than 

from sources outside of the Americas (Figure 2). The average 

price discount for oil from the Americas has approached 14% in 

recent years. Bitumen producers expect that with increasing oil 

production levels in North America, this discount trend will 

sustain. 

 

MODEL DEVELOPMENT 

 

Transportation 

Imports from Latin American countries will move north before 

arriving at U.S. Gulf Coast ports whereas imports from Canada 

will cross the border and then move south (Figure 2). The figure 

indicates the line-haul distances in miles. The four northbound 
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route options from Venezuela or Mexico are oil tanker vessels-to-

barge, oil tanker vessels-to-Canadian Pacific Railway-to-trucks-

to-pipeline, oil tanker vessels-to-Canadian National Railway-to-

trucks-to-pipeline, and oil tanker vessels-to-pipeline. The five 

southbound route options from Canada are pipeline direct, 

pipeline connection from Edmonton, Canada, pipeline connection 

from Hardisty, Canada, Canadian Pacific Railway-to-trucks-to-

pipeline, and Canadian National Railway-to-trucks-to-pipeline. 

The logistics to obtain domestic oil from the Western Texas 

Intermediate (WTI) sources provide the baseline for comparison. 

 
Figure 2.  Annual average discount rate for crude from the 

Americas. 

 

Transporters must dilute the heavy crude oil to move it 

through long haul pipelines. Diluents consist of naphtha, gas 

condensates, or light oils that reduce viscosity. The typical mix 
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reduces the actual feedstock content to 70% of a barrel (WEC, 

2010). It is not necessary to add dilutes for mode options such as 

rail, truck, and barge. However, if any of the intermediate 

movements involve pipelines, then the carrier must add a dilute 

and will increase the tariff based on the additional volume of 

material transported. The analysis accounts for these changes in 

payload weight or volume where appropriate. 

 

 
Figure 3.  Transportation mode options for north-south crude oil 

movements. 
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The Class I railroad companies, Canadian National Railway 

(CN) and Canadian Pacific Railway (CP), both provide services 

northbound from transloading facilities in St. James, Louisiana, 

to their respective terminals near Chicago, Illinois. CN operates 

in Louisiana through subsidiary Illinois Central Railroad. CP also 

negotiated track rights to provide service in the region (AAR, 

2009). The CP terminal is located in Bensenville, Illinois, which is 

106 miles east of the nearest pipeline injection point in Flanagan. 

The CN terminal is located in Harvey, Illinois, which is 98 miles 

east of the same pipeline injection point. CP provides service to 

Chicago from Hardisty while CN provides service from either the 

Edmonton or the Hardisty terminals near the Canada oil sands 

region. 

The lack of pipeline capacity has enticed railroads to increase 

their proportion of crude oil transport by double-digit figures 

(AAR, 2015). In addition to providing a viable alternative to 

pipelines, moving crude oil by rail has a few advantages. Diluents 

otherwise needed for pipeline transport are unnecessary for tank 

car transloading, thereby reducing transport and refining costs. 

Another advantage is that carriers can assure refineries of crude 

oil purity because, unlike pipeline batch processing, there is little 

chance for cross-contamination with other products during rail 

transport. 

The number of modes involved in a specific route might offset 

their variations. Generally, the route with more than two 

different modes of transportation has fewer variations than one 

with a single transportation mode, and that leads to less 

vulnerability. On average, modes that use rail and trucks have 

the least variation. However, transshipments and longer transit 

time often adds to the overall cost, so future studies will explore 

the sensitivities of mode transfer factors. 
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Model for Multi-commodity Multimodal Transportation 

The virtual network can be described as G = (N, L) where N and 

L denote nodes and links, respectively. For each route 𝑅(𝑂, 𝐷) 

from origin O to destination D, which consists of a set of links, 

there is K commodities indexed k, and M modes indexed m. The 

node moving commodity k is 𝑛𝑙
𝑘  and the link l𝑖𝑗  represents a 

specific mode between two connected nodes. The entire network 

for this study has 43 nodes and 38 links. The National 

Transportation Atlas database provides a geographic data for the 

distances between node pairs. 

Numerous researchers explored various methods to solve the 

multimodal transportation optimization problem (Sitek & 

Wikarek, 2012; Chen, Tan, Claramunt, & Ray, 2011). The 

objective of this study is to minimize total transportation costs for 

crude oil imports from various supply points to the selected 

location for BIND Inc. The generalized transportation costs for 

moving one unit of commodity k over a set of links 𝑙𝑞
𝑚 ∈ 𝑅(𝑂, 𝐷) is: 

 

min
𝑙∈𝑅(𝑂,𝐷)

∑ ∑ ∑ 𝑥𝑙(𝑖,𝑗)
𝑚𝑘

𝑚∈𝑀

𝑐𝑙(𝑖,𝑗)
𝑚𝑘

𝑘∈𝐾𝑙(𝑖,𝑗)

 (1) 

where  

𝑐𝑙(𝑖,𝑗)
𝑚𝑘  = the unit mode-related costs to move commodity k 

from origin i to destination j through links l using 

mode m  

𝑥𝑙(𝑖,𝑗)
𝑚𝑘  = the number of barrels moved from origin i to 

destination j through links l 

k = type of crude oil, k = {Boscan, Maya, Boscan-diluted, 

Maya-diluted, WSI} 
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m = mode of transporting crude oil {pipeline, rail, truck, 

barge, seaway} 

l(i,j) = a directional link from node i to node j 

R(O,D) = a route from origin O to destination D comprised 

of a set of links 

The distance-related costs between origin and destination 

includes the trans-loading/transshipment cost for rail, truck, and 

barge. The model converts the number of barrels moved across a 

link to ton-mile, and adds those to the cost of transportation by 

sea and pipeline. The model constrains the total shipment from 

all origins to be at most the total amount of crude oil supply 

available for each product type k such that: 

 

∑ 𝑥𝑙(𝑖=𝑂,𝑗)
𝑘

𝑗

≤ 𝑆𝑈𝑃𝑃𝐿𝑌𝑜
𝑘  ∀𝑘 = {1,2, … , 𝐾} (2) 

 

The total demand constraint is the capacity of a refinery 

such that: 

 

∑ 𝑥𝑙(𝑖,𝑗=𝐷)
𝑘

𝑖

≥ 𝐷𝐸𝑀𝐴𝑁𝐷𝐷
𝑘  ∀𝑘 = {1,2, … , 𝐾} (3) 

 

The sensitivity analysis will use several demand levels 

DEMANDD. Conservation of flows constrains the transshipment 

nodes such that: 
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∑ 𝑥𝑙(𝑖,𝑗)
𝑘

𝑗

= ∑ 𝑥𝑙(𝑖,𝑗)
𝑘

𝑖

 (4) 

 

That is, the total inbound shipments to the transshipment 

nodes must be identical to the total outbound shipments for all 

mode types and links. The optimal solution for the ideal scenario 

does not account for issues such as node accessibility and any 

capacity constraints. The analysis varies the demand while 

maintaining the mode rates constant to determine the sensitivity 

of the total transportation cost for each commodity type, from 

each source. 

 

Analysis Results 
Given the prevailing costs, the diluted Boscan oil from Venezuela 

minimizes the total transportation costs for the BIND Company to produce 

325,000 barrels of asphalt. Shippers will move the crude oil from 

Venezuela through a connection of ocean going vessels, the Seaway 

pipeline from the Port of Houston to Cushing, OK, and local pipelines from 

Cushing, OK to BIND Inc. in Oklahoma, resulting in $3.36 million in costs. 

The decision variables of Volume (Ton) indicate the amount of crude oil 

shipped as 663,265 barrels for the least cost solution.  

 

SCENARIO-BASED SENSITIVITY ANALYSIS 
 

The sensitivity analysis uses three scenarios by sourcing crude oil from 

Venezuela, Mexico, and Canada. The first scenario is multimodal 

transportation combined with ocean-going vessel (i.e. oil tanker) and 

pipeline. The second scenario is combination of ocean-going vessel and 

barge through an inland waterway, namely the Mississippi River. The final 

scenario uses an all pipeline transportation option from Canada. 
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Ocean-Going Vessel and Pipeline Considerations 

Shippers negotiate rates in the open market based on contract 

length, shipment frequency, and shipment volume. Draft 

restrictions in the Gulf of Mexico limit vessel size and capacity to 

Aframax class tankers, which carry a maximum of 70,000 tons. 

About 464,286 barrels of Boscan crude equates to 69,452 tons. 

Based on API density, the calculations equate one ton of crude oil 

to 6.7 and 7.1 barrels of Boscan and Maya blends, respectively. To 

produce the same amount of asphalt with lower density Maya 

crude, BIND Inc. must purchase 973,054 barrels, which weighs 

137,437 tons, and require two Aframax tankers from southern 

Mexico. The average charter rate of the year of 2012 for Aframax 

tankers operating the so-called “TD9” route in the Gulf of Mexico 

was $13,250 per day (Weber, 2012). The average total trip time, 

including transloading for Venezuelan and Mexican tanker trips 

respectively are 15 and 11 days (Clarkson Research Services 

Limited (CRSL), 2012). This equates to tanker transport costs of 

43¢ and 30¢ per barrel for Bocan and Maya crude respectively. 

Adding diluents for long-haul pipeline transport swells the 

volumes for Boscan and Maya crude to 663,265 and 1,390,077 

barrels respectively. The pipeline cost from the U.S. Gulf Coast to 

northern destinations must include the necessary dilutes to allow 

the oil to move at speeds between two to eight miles per hour. 

Incidentally, the transloading operation that pumps oil from one 

storage tank to another does not require diluents. 

Until May 2012, the Enbridge Seaway pipeline was the only 

option for northbound crude oil transport from Houston, Texas to 

distribution markets in Cushing, Oklahoma. The company 

reversed this pipeline direction to move a glut of crude stored in 

Cushing to refineries in the south (Daniel, Monaco, & Bird, 2012). 

The steady increase in Bakken and Canadian oilfield production 

contributed to this buildup in Cushing. The average published 
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tariff in the first half of 2012 was $27.17 per cubic-meter, which 

equated to about $4.32 per barrel (Figure 4). Since the direction 

reversal, shippers must seek alternative transport modes. 

Consequently, this option is now no longer available. However, it 

serves as a reference for the sensitivity analysis. 

 

 
Figure 4. A spider plot showing the transportation costs of Sea-

Pipeline from Venezuela (Sea-Venezuela in the figure) and 

Sea-Pipeline (Boscan-Diluted from Venezuela; Seaway 

Pipeline and Local Pipeline Sonoco in the figure). 

 

Sonoco pipelines are the only routes available to move crude 

oil from Cushing to the facilities near Tulsa, Oklahoma. The 

average tariff in the first half of 2012 was 22 cents per barrel. 

Adding dilutes to move heavy oil transported by rail or truck 

increases the effective cost per barrel to 32 cents. Moving the 

lighter grade Western Texas Intermediate (WTI) from domestic 
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sources does not require dilute, hence the cost was 22 cents per 

barrel (see Figure 3). 

By inspection (Figure 4), shipment of Boscan-Diluted from 

Venezuela using the Seaway Pipeline dominates the total 

transportation cost. However, the cost of Seaway Pipeline 

becomes almost flat after reaching the required demand at 3.2 

million barrels per day. At around two million barrels, the cost 

via the Seaway Pipeline exceeds the cost by local pipelines and 

ocean shipping from Venezuela. The Seaway pipeline from 

Houston, TX is the most price sensitive mode in this route (Figure 

4), which means that any small disruption on the link will result 

in substantial cost increases for shipments (Lee and Kambiz, 

2014). 

 

Ocean-Going Vessel and Barge Considerations 
The ports of entry for southern sources depend on the mode options 

available at the time to haul products north. Vessels will deliver crude oil to 

ports in Houston, Texas, for injection into northbound pipelines. When 

pipeline capacity is not available or too expensive, tankers can also deliver 

crude oil to ports in New Orleans, Louisiana for line-haul north by barge or 

rail. With growing demand for specialty oil transport such as heavy crude 

and asphalt products, it is possible that large barge companies on the 

Mississippi would consolidate or collaborate to increase their capacity for 

transporting liquid products. Barges enter the Mississippi waterway system 

at Harvey Lock and must then travel about 930 miles north to the BIND 

transloading facilities located on the Arkansas River. From the river 

entrance, barges navigate 130 miles north to Baton Rouge, 72 miles to Old 

River, 280 miles north on the Mississippi, then 448 miles west on the 

Arkansas River. The last leg is on the McClellan-Kerr Arkansas River 

System, which is accessible to ocean commerce all year round. The average 

charter price for crude oil tank barge transport on the Mississippi 

River was 8.7 cents per ton-mile (Kirby, 2012).  At this rate, the 
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equivalent transport cost per barrel is between $11 and $13 for 

Latin American Crude as indicated as Sea-CP-TR-PL of 

Venezuela and Sea-CP-TK-PL of Mexico. The transport times are 

between 14 and 20 days based on the length of the journey and 

transloading duration. 

The sensitivity analysis (Figure 5) indicates barge cost is 

sensitive to demand increases because the high variable cost. The 

variable cost of the ocean vessel increases more slowly in 

response to demand increase because of economies of scale. Once 

the demand arrives at about 8.5 million barrels, the barge cost 

will dominate the total transportation cost. Because of the limited 

capacity of barges relative to tankers, the freight rate per barrel 

(ton-mile equivalent) is much higher than for sea, and shows a 

greater degree of variations. Barge options are still vulnerable for 

shipments from Venezuela and Mexico. They do not contribute 

significantly to total cost until the demand reaches 8 million 

barrels. However, their degree of variations needs more attention 

because of the potential for service disruption due to spills and 

weather. 
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Figure 5. A spider plot showing the transportation costs of Sea-

Barge from Mexico (Sea-Mexico in the figure) and Sea-

Barge (Maya from Mexico; Barge in the figure). 

 

Keystone and Local Pipelines Considerations 

The TransCanada direct pipeline service costs $4.36 per barrel to 

move diluted heavy crude from the Hardisty terminal in Canada 

to the Cushing terminal. It is currently the only direct pipeline 

service available, but may no longer be an option due to the 

contracted capacity from competing Bakken oilfield shippers. The 

Enbridge connecting service costs $4.26 per barrel to move 

diluted heavy crude from the Edmonton Cold Lake Blend (CLB) 

terminal with a connection through Flanagan to Cushing, 

arriving 12 days later. Purchasing Western Canada Select (WCS) 

from the Hardisty terminal costs $3.97 per barrel and arrives 3 

days sooner because the distance is about 128 miles shorter. 

0

5,000

10,000

15,000

20,000

25,000

30,000

C
o

st
 (

$
) 

천
 

Demand (Barrel) 

Sea-Mexico Barge



 

 

 

 

 

 

 
Management Review: An International Journal  Volume 11  Number 1  Summer 2016 

 

 

 

22 

 

 

 

TransCanada offers direct pipeline service from Hardisty, 

Alberta in Canada to Cushing via its existing 1816-mile Keystone 

pipeline. However, takeaway demand from the Bakken region has 

already contracted its available capacity of 591,000 barrel-per-

day for 18 years (CAPP, 2012). The company proposed to build a 

shorter 1,700-mile pipeline with a capacity of 830,000 barrel-per-

day from Hardisty, Canada to Steele City, Nebraska, connecting 

to the existing leg that moves crude oil to Cushing. The U.S. State 

Department rejected this proposal in January 2012 because of 

environmental issues (Platts, 2012). The analysis uses a cost of 

about $4.36 per barrel to move diluted crude oil to Cushing when 

capacity is available on the existing TransCanada pipeline. The 

final distribution channels to the BIND facilities near Tulsa are 

via the Sonoco pipelines as described previously 

The 650-mile Enbridge Spearhead pipeline is the only option 

available for long-haul crude oil transport from the Chicago area 

to markets in Cushing (Figure 3). The pipeline injection point is 

at Flanagan, which is about 100 miles west of the Class I railroad 

company terminals near Chicago. This pipeline has a capacity of 

190,000 barrels per day. The average posted rate in the first half 

of 2012 was $2.15 per barrel. Adding diluents at the injection 

point to move undiluted crude transported by rail or truck 

increases the effective cost per barrel to $3.08. Enbridge 

announced plans to build another pipeline in parallel to the 

Spearhead to increase its route capacity by another 585,000 

barrels per day by 2014. 

Heavy crude oil is available for purchase and shipment from 

one of two terminals in western Canada. The Cold Lake Blend 

(CLB) is available at the Edmonton terminal. The Hardisty 

terminal sells a slightly heavier blend, the Western Canada 

Select (WCS), which is preferable for bitumen production. Options 

for shipment across the border to the United States are two 
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pipeline and two rail carriers. Moving crude by pipeline requires 

diluents, which increases the volume, weight, and processing 

costs as previously described. One pipeline company provides 

direct service to Cushing but its capacity is constrained due to 

increasing take-away demand from the Bakken oilfields.   

The other pipeline carrier has similar capacity but provides 

service via a connection in Flanagan. However, with the growing 

U.S. demand for lower cost crude from Canada, this capacity is 

already committed for 10 years into the future (CAPP, 2012). 

Therefore, CN and CP have seized the opportunity to fill growing 

demands by providing tank car service to move undiluted heavy 

crude from Canadian terminals to markets near Chicago. Trucks 

may then provide connecting service to the pipeline injection 

point in Flanagan as previously described for rail movements that 

originated in the south. 

Enbridge offers connecting pipeline service from terminals in 

Edmonton or Hardisty, Alberta, in Canada to Flanagan via its 

Mainline and Lakehead systems, and then to its Spearhead 

system that terminates in Cushing. The bottleneck is the 

Spearhead capacity of 193,000 barrels per day (CAPP, 2012). The 

recent direction reversal of their Seaway pipeline to move oil from 

Cushing to refinery distribution pipes in Houston has essentially 

created long-haul pipeline service from Canada and the Bakken 

to U.S. Gulf Coast refineries. The Spearhead system is the 

bottleneck for that route. The owner recently announced 

proposals to build new pipelines parallel to both the Spearhead 

and Seaway systems to increase capacity for southbound oil 

movements. The current Seaway capacity of 150,000 barrels-per-

day is a bottleneck that will likely remain until TransCanada 

builds the XL pipeline. 

 Meanwhile, railroad companies are capitalizing on 

opportunities to meet growing takeaway capacity demands and to 
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ease these bottlenecks by hauling crude oil from terminals near 

the Canadian oil sands to their Chicago terminals, and then 

potentially through to Gulf Coast refineries. The analysis 

indicates that the existing pipeline options limit the shipment 

capacity to BIND to approximately 5.3 million barrels per day 

based on cost sensitivity (Figure 6). 

 

 

Figure 6. A spider plot showing the transportation costs of direct 

pipeline connections from Canada through Keystone 

(Keystone Pipeline in the figure) and local pipelines (WCS-

Dilbit; Local Pipeline Sonoco in the figure). 

 

Comparison of Scenarios 

The high bitumen yield from Boscan crude makes it the least cost 

option for asphalt feedstock import. In spite of diluting the crude 

oil for shipping through pipelines, the total cost of importing 

Boscan crude oil from Venezuela remains lowest. However, 

indirect factors such as a strained political relation, the fear of 

corruption, and the risk of price increases from weather related 

delays, decreases the attractiveness of that option. The sensitivity 

analysis for this scenario indicates that when the demand 
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surpasses one million barrels, the total transportation cost from 

Venezuela will exceed the Canadian options that use pipelines 

(Figure 7).  

When the demand for asphalt feedstock exceeds one million 

barrels of crude oil per year, then the direct pipeline option via 

the existing TransCanada XL facilities becomes the least cost 

option. However, when the demand reaches five million barrels, 

the lack of pipeline capacity and delays in building additional 

capacity begins to weigh heavily against this option. The next 

lowest cost options become pipeline transfers using the Enbridge 

facilities. However, the heavy competition for this capacity to 

move Canadian and Bakken oil to southern markets may also 

present risks of price increases and delays. Rail options from 

Canada become the third lowest in transportation cost per barrel. 

A potential advantage of selecting rail under these circumstances 

would be the possibility that railroads would be more likely to 

negotiate lower prices in order to fill their excess capacity and to 

continue growing that portion of their business.  

Upon arrival in the U.S., BIND Inc. must contract with 

trucking companies to transload the oil from a rail terminal near 

Chicago, and move it to the Enbridge pipeline injection facilities 

in Flanagan. Enbridge must then add the appropriate amount of 

diluent needed to move the heavy oil from Flanagan via pipelines 

to their storage facilities in Cushing. In this scenario, local 

pipelines must then move the diluted heavy oil to its final 

destination for storage in tanks located in Catoosa, Oklahoma. A 

significant disadvantage of this option is that the oil must utilize 

the Enbridge Spearhead pipelines that represent a bottleneck for 

the last long-haul leg. The hybrid rail-pipeline option involves 

transloading to trucks for a short-haul connection, thereby 

increasing risks. Another major disadvantage is that tri-modal 
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movements by rail, truck, and pipeline will more than double the 

transport time relative to pipeline-only options. 
 

 
 

Figure 7. Comparison of the three scenarios: ocean-pipe for 

Boscan-Diluted, ocean-barge for Maya, and all pipeline 

for WEC-Dilbit. 

 

Importing heavy crude oil from Venezuela is a viable option 

because of the lowest total investment due to the high bitumen 

yield. In spite of diluting the crude oil for shipping through 

pipelines, the total cost is still lowest among many options. 

However, factors such as a strained political relation, the fear of 

corruption, and the risk of price increases from weather related 

delays, makes that option less attractive. The analysis for this 
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scenario indicates that Mexican oil would be the least affordable. 

The total transportation cost from Venezuela exceeds the 

Canadian options via pipelines when the demand surpasses one 

million barrels (Figure 4d).  

The direct pipeline option via the existing TransCanada XL 

facilities represents the smallest percentage transportation cost 

of all other options analyzed when the demand of crude oil 

exceeds one million barrels. However, the lack of pipeline 

capacity on the existing XL pipeline and delays in building 

additional capacity weighs heavily against this option when the 

demand reaches five million barrels. The next lowest cost options 

are via pipeline transfers using the Enbridge facilities. However, 

the heavy competition for this capacity to move Canadian and 

Bakken oil to southern markets may also present risks of price 

increases and delays. Rail options from Canada are the third 

lowest in terms of transportation cost per barrel. The potential 

advantage of choosing rail under these circumstances would be a 

propensity to negotiate lower prices in order to grow that portion 

of their business and fill excess capacity.  

Once in the U.S., BIND Inc. will contract with a trucking 

company to transload the oil from a rail terminal near Chicago, 

and move it by truck to the Enbridge pipeline injection facilities 

in Flanagan. Enbridge will add the appropriate amount of diluent 

needed to move the heavy oil from Flanagan to their storage 

facilities in Cushing. Sonoco pipelines will move the diluted heavy 

oil to its final destination in storage tanks in Catoosa, Oklahoma. 

A significant disadvantage of this option is that the oil must 

utilize the capacity-constrained Enbridge Spearhead pipeline for 

the last long-haul leg. Enbridge is currently in the process of 

building a 600-barrel-per-day pipeline called the Flanagan South. 

The hybrid rail-pipeline option involves transloading to trucks for 

a short-haul connection, thereby increasing risks. Another major 
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disadvantage is that the tri-modal movement by rail, truck, and 

pipeline will more than double the transport time from pipeline-

only options. 

 

SUMMARY AND CONCLUSIONS 

 

This paper presented a multimodal, multi-commodity, and multi-

sourcing model to analyze and guide the shipment choices for 

crude oil to produce bitumen at a selected refinery location in the 

United States. The model utilizes simplified constraints to 

demonstrate the overall shipment cost sensitivity to changes in 

demand and multimodal options.  

Numerous factors can cause changes in demand and the 

availability of various mode options. Hence, the analysis 

highlights various concerns as well as opportunities. The U.S. 

Gulf Coast accounts for more than half of the U.S. refining 

capacity (Nerurkar, 2012). The growing demand to move oil from 

the Bakken oil fields to Gulf Coast refineries has accounted for 

nearly all of the pipeline capacity currently available (Johnson, 

2012). A new TransCanada XL pipeline promises to increase the 

capacity of moving Canadian imports and Bakken oil to those 

refineries. In the meanwhile, railroads are attempting to relieve 

this bottleneck but limited options do increase the cost to 

shippers. Hurricanes in the Caribbean have periodically 

disrupted oil supplies to U.S. Gulf Coast refineries and caused 

significant price increases. For instance, oil companies suspended 

tanker deliveries and evacuated most drilling rigs and platforms 

in the Gulf of Mexico during hurricanes Katrina, Rita, and Isaac. 

The last major hurricane affected more than one million barrels 

per day of production capacity (OPEC, 2012). Explosions at the 

Venezuela Amuay and Mexico Madero refineries spurred greater 

competition for oil from alternative sources. Extremely cold 
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weather in the north may also disrupt supplies from Canadian 

sources. The importer must account for these risks as well as for 

sudden price changes and transport delays due to extreme events 

such as terrorist threats. 

In addition to the supply and demand dynamics described, 

government actions may spur other changes. Scenario-based 

sensitivity analysis provides researchers in logistics and supply 

chain management with a framework to analyze various options 

for the location of production facilities, and to assess 

opportunities and threats. 

Future research will develop a more detailed model to account 

for actual demands in the downstream supply chain at the state 

and national levels. The analysis will simulate other facility 

locations to assess the cost sensitivity under similar market 

conditions. 
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ABSTRACT 

 

This study is to present a role of marketing in the development of the 
national innovation market in Uzbek. In the current difficult 
circumstances each company has to continually improve and 
innovations are playing a crucial role in the increasing of the 
competitiveness. This paper examines the types of innovation and 
the role of marketing in the development of the national market 
innovation. 
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INTRODUCTION 

 

As we know, for several decades in the developed countries 

innovations have been recognized by the third factor of economic 

growth that prompted countries and enterprises to start innovative 

race to be the first in market and open new markets. In a global 

business environment, the principle of "Improve or Die" is a priority 

for the development of entrepreneurship, which makes enterprises 

searching for new sources of competitive advantage constantly. As 

the researchers note, the priorities of profit evolutionary is changed. 

In the 50s-60s years high, profit based on performance, in 70-80 

years. On quality and since 90s it has begun to provide innovation 

growth and sustainable development of companies (Abbas and Guzal, 

2015; Acs and Audretsch, 1987; Lee and Wilde, 1980; Polk, 2011) 

Thus, the purpose of this study is to explore a role of marketing 

in the development of the national innovation market in Uzbek. This 

study will expect to provide management and other leadership with 

an important insight to identify and develop innovative economic 

growth.    

 

Marketing of innovations 
According to some researchers, a necessary condition for the 

transition of the national economy to an innovative way is to develop 

civilized market relations (Lynn and Gelb, 1996; Persaud and Azhar, 

2012),. Innovative market - a combination of market relations, 

emerging in the process of creation, development, transfer and use of 

technologies, products and services. World innovation market began 

forming in the 1970s. In addition, has acquired a global character a 

long time ago. Its development began actively after the technology 

transfer from parent companies affiliates ceased to be an effective 

form for the rapid diffusion of innovation. . Market relations provide 
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a more flexible and equitable dissemination of new knowledge and 

technologies(Chen et al., 2015; Devine, 2008; Loury, 1979). 

The modern world scientific thought defines innovation literally 

as "first use" of a new idea or approach. Accordingly, new knowledge 

serves as the object of exchange, expressed in explicit or implicit form. 

New knowledge is the result of researches, the acquisition or use of 

special qualifications or skills. Formal knowledge objectified symbolic 

means of language, embrace the knowledge that can be described, 

informed others. Such knowledge may be registered as patents for. 

Implicit knowledge can include working skills, skills of 

communication, culture of organization and, as a rule, is inseparable 

from the source - specific person - a small group of the inventor. In 

this connection, the scientific activity as cognitive (cognitive) activity 

is a prerequisite for innovative product offerings to the market, 

having the aim of obtaining new knowledge (Alex et al., 2015; 

O'Dwyer, 2015). 

In theory, innovation can be divided depending on the nature of 

the changes and the impact of the commercial performance. Thus, 

the Oslo Manual identifies four types of innovation encompasses a 

wide range of changes specific to the activities of firms: 

Grocery that involve significant changes in the properties of the 

produced goods and services, including both brand-new products and 

services, and significantly improved products among the of already 

existing 

Process innovations - significant changes in methods of 

production and delivery 

Organizational innovations that are relevant to the area of 

implementing new organizational methods: changes in business 

practices, workplace organization or external relations of the 

company, etc. 

Marketing innovations, which include the implementation of new 

marketing methods: changes in design and product packaging, 
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promotion and placement, methods of setting prices for goods and 

services and etc. 

Marketing as a science that studies the various aspects of the 

exchange, in our view, mostly fits the issues standing in front of the 

national innovation sphere. The marketing management concept 

aims to subjects search for optimal solutions in the process of 

knowledge generation, the most satisfying all participants. 

Application of the concept of marketing in the aspect of cooperation is 

intended to contribute the development of new approaches to manage 

of innovative processes aimed at optimizing the satisfaction of their 

interaction product (Bigliardi, 2012, Chandon, 2004). 

It should be noted that the role of marketing in innovation 

largely discounted. Using it as a tool of influence on consumers and 

other market participants, Focuses Company on solving problems 

unilaterally that can lead to negative consequences. However, 

marketing can and should be seen as a tool for creating value in the 

sphere of innovation, which involves the formative chains that 

provide the whole process of product innovation. 

 

Processes in the Marketing of Innovations 
In modern marketing theory at the forefront is not only demand 

creation innovative technologies, but also the necessity of formation 

effective collaboration with partners and customers in the process of 

creating and implementing innovative product (Fauchart et al., 2003; 

Geroski, 1990). Process taking place in the organization and 

management of the modern innovation promote the role of marketing. 

The following processes can be taken into consideration: 

1. Increasing the speed of spreading of innovations and 

capabilities of copying at the expense of development of information 

technologies and the emergence of additional technical features 

reduce the importance of patents as a means of protection of 

intellectual property and stimulate the search for new funds; 
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2. The need to engage in an innovative process a significant 

number of partakers, including those from different spheres and 

sectors, concerning its more intellectual component and the 

technological complexity, which leads to the importance of 

coordination and of the interests of participants; 

3. Declining the importance of product innovation for consumers 

because of their limited perception when they manufactured too often, 

the problem of recycling of old products appears; 

4. The impact on the process of creation and acceptance of 

innovations state structure and public organizations, which largely 

contribute or hinder its successful implementation; 

5. An active establishment and development of market of 

intangible products (services, information, knowledge) that 

determining application of new methods of promotion and marketing. 

The role of marketing is seen, above all, in providing 

communication links between the market entities, in which intersect 

and harmonize their mental models, thus forming a "communicative 

field" for the creation and dissemination of innovations. At the same 

time marketing interaction affects the following urgent questions - 

who can and should be a part of the creative process as to ensure its 

effectiveness and to evaluate the effectiveness. This leads to the use 

of role-based analysis of the interaction between the participants to 

identify the generator of ideas that promote innovation and sensing, 

administrators, and network switches. Role analysis allows to 

identify and meet the interests of the participants according to their 

position in a particular network of relations at a particular time 

(Stolwijk et al., 2015). 

 

CONCLUSION 

 

Further development of the concept of marketing in the 

innovation market should be aimed at the study of its role in shaping 
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not only competitive, but also the benefits of the partnership entities 

to ensure their effective cooperation in the creation, dissemination 

and adoption of innovations. The main objective of marketing is "the 

development of continuous communication processes or dialogues", to 

track, to generate new knowledge, to translate it into a product and 

successfully used to achieve qualitative satisfaction of participants 

interaction. On the whole, the role of marketing is very important 

and we should consider it in every step of innovation market. 
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ABSTRACT 

 

It has been traditionally thought that bureaucracy and creativity 
are opposed to each other. Thompson, however, rejected this 
opposition and argued that, due to segmentation of work and 
clear boundaries between areas of responsibility, bureaucracy 
supresses conflicts in organizations. Bureaucracy also leads to 
increased reliability and predictability of the organizational 
output due to more efficient operations. On the other hand, 
bureaucracy also has a number of dysfunctions, however, despite 
these dysfunctions Thompson argues that instead of hindering 
creativity, bureaucracy in fact may generate creativity. This 
study attempts to reveal how organizational routines (not 
individuals) preserve creativity in bureaucratic systems and 
inquires into the relationship between bureaucracy and creativity, 
how they affect each other in a firm, and how they contribute to 
the establishment of organizational routines. 
 

Keywords: organizational learning, bureaucracy, routines, SMEs, 

suppliers, automotive industry 
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INTRODUCTION 

 

The restructuring of resources (Teece, 2007; Teece et al., 1997) 

and their continuous development (Helfat & Winter, 2011; 

Takahashi, 2015) are tools that can help companies in their 

struggle with the increasingly dynamic environment. These tools 

take a specific form in the manufacturing industry, the former as 

new product and process development (Fujimoto, 2001) and the 

latter as new overseas and domestic production facilities (Teece, 

2014). The discussion in the literature is usually centered on 

large companies (Teece, 2014), however, as this paper argues, 

suppliers that provide components necessary for the 

manufacturing operations of large companies need to develop the 

same metaroutines (higher-order routines; dynamic capabilities) 

too. 

For example, even when companies develop new products and 

processes, and build new factories, the largest part of the 

manufacturing cost is often still determined by the purchasing of 

components (Takeishi, 2001; Nishiguchi, 1994), and therefore 

attempts to reduce manufacturing cost will inevitably exert 

pressure on suppliers to improve, develop and restructure their 

resources.  

Also, when companies want to take advantage of lower wages 

and competitive locations when they build new production 

facilities overseas (Fujimoto et al., 2010), they often come under 

pressure from host governments to increase the proportion of 

local procurement in their manufacturing operations (Shintaku & 

Oki, 2012). At the same time, even for overseas operations, 

Japanese large manufacturing companies often rely on Japanese 

suppliers for component procurement (Shintaku & Oki, 2012). In 

such cases, increasing the number of overseas facilities may 

require suppliers to manifest their dynamic capability; i.e. 
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metaroutines (Adler et al., 1999; Zollo & Winter, 2002; Iwao, 2015) 

for the purpose of changing existing organizational routines. 

In other words, when the competitiveness of large companies 

depends on the interorganizational relationship with their 

suppliers (Dyer & Singh, 1998; Dyer & Chu, 2003; Prajogo & 

Olhager, 2012; Fujimoto & Park, 2014; Whitney et al., 2014), who 

in numerous cases are small and medium businesses, the 

pressure to adapt to rapid changes in the environment spreads to 

suppliers and they, in the same manner as their larger 

counterparts, need to develop their metaroutines (dynamic 

capabilities). Therefore, the research presented in this paper is 

built upon the awareness of the necessity to reveal the problems 

that small and medium businesses need to solve in their quest to 

adapt to changes (i.e. build metaroutines (dynamic capabilities)). 

In relation to that, this paper inquires into the relationship 

between bureaucracy and creativity, and how they affect each 

other in firms. To that end, this paper presents a review of the 

literature on organizational learning and metaroutines, the 

relationship between bureaucracy and creativity, and the 

organizational structure of small and medium-sized enterprises. 

Bureaucracy is traditionally thought to suppress 

organizational changes, and since one of the characteristics of 

small and medium businesses is their relatively less advanced 

bureaucratic system, it can be predicted that the implementation 

of changes in small and medium business will not meet any 

significant obstacles. In other words, it is generally thought that 

attempts to introduce higher-order routines in small and medium 

businesses that have a relatively small accumulation of routines 

(i.e less developed bureaucratic systems) will be successful and 

organizational changes should be easy to carry out. (The terms 

bureaucracy and bureaucratic systems in this paper are used to 

denote efficient and rational ways in which organizations 
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organize their activities. They are also used to express the notion 

that systematic processes and organized hierarchies are 

necessary to maximize efficiency and do not have any negative 

connotations).  

The case study of a supplier presented in this paper revealed 

that the attempt to introduce higher-order routines resulted in 

the establishment of lower-order routines (one of the 

characteristics of bureaucratic systems), and no significant 

changes in performance (i.e. adaptation to changes in the 

business environment) were observed. This leads the author to 

conclude that although it is true that bureaucratic systems can 

definitely suppress change, in certain cases a bureaucracy may 

actually be needed for change to occur. 
 

  

LITERATURE REVIEW 

 

Organizational learning and metaroutines 

Organizational capability is a system of organizational 

routines that improves the performance of organizations (Nelson 

& Winter, 1982; Grant, 2010). The theory of organizational 

learning assumes that organizational routines can be changed. 

There are different definitions of organizational learning and one 

of them, proposed by Huber (1991), states that organizational 

learning is a change of organizational routines. This change 

sometimes takes the form of continuous improvement. When a 

certain behavior pattern can be regularly observed in an 

organization, it can be said that an organizational routine has 

been established (Nelson & Winter, 1982).  

One of the points of issue related to organizational routines is 

that they need to be changed in accordance with the changes in 

the environment of the organization. According to Cyert and 
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March (1963) organizations change SOP (Standard Operating 

Procedures) based on their experience, however there are two 

patterns when organizations adapt to changes in the 

environment: higher-order routines (decision-making rules) 

change lower-order routines (task execution rules), or higher-

order routines themselves are changed. 

The concepts of higher-order and lower-order routines are 

related to another concept described by the theory of 

organizational learning namely double loop learning (Argyris & 

Schon, 1978). Single loop learning provides a knowledge base and 

adds more organizational routines and competencies that are 

unique to companies (Dodgson, 1993). On the other hand, double 

loop learning includes not only an increase but also a change in 

the knowledge base, competencies and organizational routines of 

companies (Dodgson, 1993). In other words, single loop learning is 

a change of lower-order routines, and double loop learning is a 

change of higher-order routines, or the introduction of new 

higher-order routines.  

This concept of a hierarchy in routines has been used in the 

later theory of dynamic capabilities (DC), and according to Teece 

et al. (1997), DC are capabilities that enable companies to 

effectively build, integrate or restructure their internal and 

external competitive advantages in order to adapt to rapid 

changes in their business environment. In recent years there has 

been a large body of research on DC (Barreto, 2010; Hodgkinson 

& Healey, 2011; Teece, 2014; and others).  

It is evident from the literature that there are static 

organizational capabilities that enable companies to adapt to a 

static environment, and dynamic organizational capabilities that 

enable companies to respond to changes in the environment 

(Winter, 2003; Helfat & Winter, 2011), and that the creation and 

use of higher-order routines requires organizational learning.  
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Relationship between bureaucracy and creativity 

Organizational structures are necessary for organizational 

learning but traditional research on bureaucratic systems asserts 

that bureaucracy impedes change (Thompson, 1965; Hirst et. al., 

2011). Lower-order routines that develop in large numbers in 

organizations with bureaucratic systems generate high 

production efficiency but at the same time have the adverse role 

of being a factor that impedes organizational change (March & 

Simon, 1958). 

Moreover, in large companies with advanced bureaucratic 

systems higher-order and lower-order routines are themselves 

subjects of routines (Zollo & Winter, 2002; Helfat & Winter, 2011). 

In relation to that March & Simon (1958) claim that a large 

number of routines increases efficiency and provides a stimulus 

for the introduction of more routines, however it also makes 

change difficult to carry out. According to the body of research on 

bureaucratic systems represented by March & Simon (1958) (see 

Selznick, 1949; Gouldner, 1954; Merton, 1968), the advance of 

bureaucracy inevitably creates inertia (However, Merton (1968) 

only states that bureaucratic systems are not particularly 

effective when implementing changes that require people to 

decide how to deal with a situation as it develops rather than by 

having a plan to follow). 

In other words, it has been traditionally thought that 

bureaucracy and creativity are naturally opposed to each other 

(Burns & Stalker, 1961). Thompson (1961), however, rejects this 

opposition and argues that bureaucracy leads to segmentation of 

work duties and clear boundaries between responsibilities of 

organizational members, which facilitates the suppression of 

conflicts in organizations. 

Thompson also maintains that bureaucracy leads to increased 

reliability and predictability of the organizational output due to 
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efficient operations, however, he admits that bureaucracy has a 

number of dysfunctions (Thompson, 1965). 

As for the relationship between bureaucracy and creativity, 

Thompson (1965) argues that instead of hindering creativity, 

bureaucracy in fact may generate creativity. Here it must be 

mentioned that the definition of bureaucracy in this paper is 

along the lines suggested by Thompson (1961), namely that 

bureaucracy is the segmentation of work duties. 

From this perspective, it is interesting to see what 

relationship exists between creativity and one of the 

characteristics of bureaucracy, i.e. segmentation of work duties, 

in a single firm. Thompson (1965) does not seem to provide a clear 

answer to that question. Also, although the R&D processes and 

activities (i.e. creativity and innovation) in large firms have 

attracted the interest of researchers (Kim & Phillips, 2013), little 

work has been done to reveal how bureaucracy and creativity in a 

single firm affect each other. 

The influence of bureaucracy on individual creativity has 

already been surveyed (Hirst, et. al., 2011), however, that 

research is primarily concerned with individuals in organizations. 

This paper, however, attempts to reveal how organizational 

routines (not individuals) preserve creativity in bureaucratic 

systems. 

More specifically, this paper considers the relationship 

between bureaucracy and creativity, and the influence they exert 

on each other. The presence of creativity is determined through 

the existence of metaroutines, which are routines that change 

organizational routines through improvement activities (Adler et 

al., 1999; Iwao, 2015). In addition, this paper inquires into SMEs 

since their bureaucratic systems are relatively less advanced 

(Park & Park 2015). 

Figure 1 demonstrates that bureaucratic systems are not 
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affected by time, which means that organizations with more 

advanced bureaucratic systems, as well as organizations with less 

advanced bureaucratic systems (for example, venture companies) 

will continue to be so regardless of the time span (Thompson, 

1969; Hlavacek & Thompson, 1978). 

 

 
Figure1: Relationship between time and bureaucratic systems 

 

 

Organizational structure of SMEs 

Organizational learning in bureaucratic systems is discussed 

in Adler (1993) too, however the discussion is limited to large 

firms that attempt to carry out changes with the help of surplus 
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resources. 

From the academic literature it can be concluded that 

examining large companies and SMEs through the same lenses is 

difficult. Hudson et al. (2001) claim that SMEs possess certain 

specific characteristics, for example, SMEs generally do not 

delegate executive authority to people other than the company 

owners, have limited access not only to financial resources but 

also to managerial and human resources, depend on a small 

number of customers and operate in small markets, have a flat 

and flexible organizational structure, potential for innovation and 

disposition to react to outside stimulation and remove obstacles, 

and their strategies are informal and dynamic.  

The opinion is still divided on the matter of the optimal 

organizational structure that can enable SMEs to improve their 

performance. Terziovski (2010) argues that SMEs need a rigid 

formal structure to achieve success in improving efficiency but at 

the same time states that a flexible organizational structure is a 

competitive advantage for SMEs in markets where only a 

relatively small number of products are manufactured 

(Grounding his arguments in the VRIO framework proposed by 

Barney (1991), Terziovski (2010) hypothesized that a rigid formal 

organizational structure would generate cost efficiencies and 

conducted a quantitative analysis of the Australian 

manufacturing industry to test this hypothesis. His conclusion 

was that as far as the Australian manufacturing industry is 

concerned, this hypothesis is supported).  

Also, some authors look at the organizational structure of 

SMEs not from the perspective of internal resources but from the 

perspective of interaction with the external environment.  

Sine et al. (2006) dismiss the effectiveness of organic 

organizations proposed by Burns & Stalker (1961) and instead 

claim, based on empirical evidence, that even in a rapidly 
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changing environment a formal organizational structure is more 

effective for venture companies in new industry sectors. Sine et al. 

(2006) also argue that formal organizational structures can 

eliminate the so-called liability of newness proposed by 

Stinchcombe (1965). 

The matter of what organizational structures are best for 

SMEs is still under debate, however in any case it is certain that 

SMEs have limited access to all sorts of resources and that flat 

and flexible organizational structures are their specific 

characteristic. 

Therefore this paper, on the basis of a case in which a SME 

attempts to introduce higher order routines, considers what 

changes occur when SMEs with less advanced bureaucratic 

systems attempt to introduce higher order routines, what 

relationship exists between bureaucracy and creativity, how they 

affect each other in a firm, and how they contribute to the 

establishment of organizational routines. 

The conclusion is that in the SME that was studied, a firm 

with relatively small accumulation of routines, i.e. with less 

advanced bureaucratic systems, attempts to introduce higher 

order routines led to the introduction of lower order routines, 

which are a typical characteristic of bureaucratic systems. 

This conclusion implies that, although some of the 

characteristics of bureaucratic systems definitely hinder the 

implementation of changes, in certain cases the lack of advanced 

bureaucratic systems may actually hinder the implementation of 

changes, i.e. bureaucracy may be a prerequisite for changes. 

 

RESEARCH METHODOLOGY 

 

This paper employs a case study methodology using one case 

and the data were collected through participant observation. A 
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case study methodology permits the in-depth analysis of 

experiential objects and is appropriate when the research 

attempts to answer questions like "how" and "why" (Yin, 1994), 

and when phenomenons cannot be explained using existing 

research (Corley, 2012). In addition, significant theoretical 

insights may be obtained when a case study methodology is 

employed (Eisenhardt, 1989). 

The goal of this paper is to propose a new mechanism that can 

explain how an organization changes when this organization is a 

SME attempting to introduce higher-order routines. SMEs are 

characterized by a relatively small accumulation of routines, 

which means that they are less bureaucratic than large 

enterprises. A case study methodology is the most suitable 

methodology for achieving the above-mentioned goal.  

Building on existing research, this paper inquires into 

organizational changes that accompany the introduction of 

higher-order routines that are caused by a change in the external 

environment of SMEs. The enterprise selected for this study is a 

supplier of automotive components, Company A, located in 

Kanagawa Prefecture in Japan.  

Company A has a contract with Company B, a higher tier 

supplier, for the manufacturing of a large number of automotive 

components, but at the same time is under pressure from the 

same Supplier B to improve its competitiveness.  

During the 2008-2009 world financial crisis, the financial 

condition of Company A had deteriorated significantly. This 

change in the external environment further increased the 

necessity for competitiveness improvement and it was decided to 

make an attempt to introduce TPS (Toyota Production System) at 

Company A under the guidance of a manager (Z), who was sent 

from Company B. This was essentially an attempt to introduce 

higher-order routines.  
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The data necessary for this study was collected during 

interviews and plant visits, and mainly consists of data displayed 

on production progress control boards (see below) and data 

obtained from the minutes of morning meetings (see below). The 

author has been conducting a long-term participant observation 

since 2010 because the data analysis is primarily concerned with 

the processes that occur at Supplier A. 

However, this study focuses on the one-year period between 

April 2012 and March 2013 (some of the data is from before or 

after this period). During this one-year period the author visited 

Company A every week on Thursday and spent approximately 

200 hours observing and collecting data.  

 

CASE PRESENTATION 

 

The relationship between Company A and Company B 

Company A is a third tier supplier of automotive components 

that was established in the 1950s, whose main business activities 

include material processing, product assembly and sales of 

automotive and other related components. Company A has one 

manufacturing facility (serving as a company headquarters) and 

the number of employees is 50 (including non-regular employees). 

Company B (not a shareholder in Company A) is a large 

independent first tier supplier of automotive components that 

also has a second tier business unit, which is the main customer 

of Company A.  

The two companies have been doing business together for 

approximately 40 years. In addition to being the largest customer 

of Company A, Company B is also the main supplier of Company 

A, supplying 80% of the components used in the manufacturing 

processes at Company A. 
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First stage 

The first stage occurred before the attempt to introduce higher 

order routines. During this stage there was no segmentation of 

work duties in Company A and each employee performed the 

operations in accordance with his or her preferences. In order to 

improve their competitiveness and that of their suppliers, in 2007 

Company B decided to start educational activities in 20 

companies that supplied components to its second tier business.  

Z visited ten companies who had indicated that they want to 

be involved in the proposed educational activities. Among them 

three companies expressed a particular desire to participate in 

these activities and Company A was one of them.  

Z visited Company A for the first time in March 2008. 

According to him, at that time Company A had already achieved 

excellent manufacturing performance on the plan’s shop floor, 

however, it was unable to link that performance to profitability. Z 

thought that the educational activities at Company A could form 

the basis of the educational activities at other suppliers of 

Company B.  

Z has been qualified by Company B to teach TPS and began 

visiting Company A regularly in the spring of 2008. The goal was 

to teach the employees of Company A some of the basic shop-floor 

principles of TPS, i.e. a) sorting and systematic arrangement; b) 

creation of a simple and convenient work place; c) creation of a 

work place where abnormalities can be easily detected by 

distinguishing between abnormal and normal work conditions 

through creation of standards and proper understanding of 

performance. The first task was to teach the first two of the 5S 

techniques (sorting and systematic arrangement), as well as one 

of the basic TPS shop floor techniques, namely the later-

replenishment production, known also as the pull system, which 

is adapted to multi-item small-lot production. However, according 
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to Z, the results of his first educational activities were not 

satisfactory.  

Later, in 2011, Z learned that Company B was planning to 

contract Company A for consignment production of a high volume 

(1000 units per day) of components for a third company (Company 

C). Compared with previous contracts undertaken by Company A, 

this contract required the production of more sophisticated 

components with significantly more units per day and more 

deliveries per day, which meant that this contract had the strong 

potential to influence the future of Company A and its 

profitability.  

For Z it was certain that a contract of that scale would 

complicate the production control at Company A and would 

require considerably more efforts to teach the basic ideas and 

principles of TPS, starting from the production preparation phase.  

The production of components for Company C began in 2012 

and at the same time formal TPS educational activities (an 

attempt to introduce higher-order routines) began, lead by Z.  

This new contract created significant challenges for the 

president of Company A because at that time his company was 

clearly not prepared for sustained manufacturing of a large 

number of components and standardization had not made any 

significant progress yet. Moreover, sales had been halved due to 

the world financial crisis of 2008-2009 and consequently profits 

had been significantly reduced. This situation called for more 

intensified educational activities on the part of Z.  

 

Second stage 

The second stage is the attempt to introduce higher order 

routines. During this stage, as a result of implemented changes in 

SOP, bureaucracy in Company A began to increase. The above-

mentioned change in the business environment of Company A 
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lead to the decision to try to introduce higher-order routines and 

the overall plan to implement this decision was called APS 

(Company A Production System). The activities of APS began at 

the same time when production for Company C started and the 

components manufactured each day in compliance with this 

contract were the main target of these activities.  

The basic idea of TPS, defined by Ohno (1978), is the thorough 

elimination of waste (that is, any deviation from a standard), and 

the goal of TPS is cost reduction. In fact at Toyota this idea of 

Ohno means that cost reduction is a natural result of waste 

elimination. Also, according to Monden (1985), the ultimate goal 

of TPS is to achieve profitability through cost reduction.  

In compliance with this basic idea of TPS, APS pays particular 

attention to the detection of waste. Under APS, the person 

responsible for production control creates standards and the 

workers report to him whether these standards are met. The 

basic idea is that performance (for example, actual lead time) that 

does not meet the standard (for example, target lead time) is 

considered to be an abnormality that causes waste. In other 

words, the goal of this attempt to introduce higher-order routines 

is to detect causes of waste by comparing actual with prescribed 

performance, so that ultimately Company A can independently 

(without outside help) eliminate waste.  

The first task was to visualize the production progress. Before 

the implementation of APS no production processes had target 

lead times, so the workers in the first and subsequent production 

process did not know what work to start and when to start it. 

Without taking into account the predetermined delivery date, the 

workers gave precedence to work depending on what components 

came from the previous production process, or simply to do work 

that was easy to do.  

Also, before the implementation of APS workers in Company 
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A did not know what phase of the production process any product 

had reached at any given time, or what products (work-in-process 

or finished products) existed in the facility. When customers 

wanted to know how their orders were progressing or requested 

shorter delivery times, the president of Company A did not know 

where in the facility the products in question were and had to 

guess or personally search the facility to find them.  

In addition, before APS was implemented problems that 

originated in the facility were reported to the president but in 

many cases he alone worked out a solution, so workers were 

rarely involved in problem-solving.  

For that reason in March 2012, under the guidance of Z, 

provisional target lead times were decided for all products and all 

processes. Product lead times of five, seven and ten days were 

prescribed, and target process lead times (dates when work-in-

process is delivered to the next production process) for each of the 

six production processes were prescribed within the lead time for 

each complete product.  

In reality many products did not exactly fit any of the five, 

seven or ten day product lead times, and in many cases the 

individual process lead times of many products that actually fit 

the product lead times, did not fit the prescribed process lead 

times.  

At the same time when provisional product and process lead 

times were provided, a decision was made to start tracking the 

production progress with the help of specially designed 

production progress control boards and cards. Production 

progress control cards display the target lead time of each 

production process and also space is provided so that workers can 

manually enter the date when work in any given production 

process has actually been completed.  

Each time the workers fill in the actual lead time of each 
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production process and all cards are posted on the production 

progress control board. For example, on the target delivery date 

of each production lot in the first production process the 

corresponding cards are posted on the board and arranged in such 

a manner that the cards of the production lots whose delivery 

date is within ten days form ten rows.  

Every day after the end of work the cards are repositioned one 

row up. Thus, the production progress of each product can be seen 

in one single place. However, this new way of visualizing the 

production progress meant that the president and the workers 

had to go to the boards each time they wanted to check the lead 

time. Therefore in October 2012 it was decided to create and 

distribute around the shop floor four types of documents that 

displayed the same target lead times. Thus the workers in each 

production process were not required to leave the shop floor in 

order to check the target lead times. 

Also in March 2012, when it became possible to understand 

the entire production progress in the facility with the help of the 

above-mentioned boards and cards, it was decided to begin 

holding morning meetings every day. 

The purpose of these morning meetings was to enable key 

employees to check and confirm production progress from the 

previous day and to report and try to solve any problems that 

may have occurred on the shop floor. The people who participated 

in the meetings from the beginning were the president of 

Company A, the person responsible for production control, and 

four production process team leaders (one for the first, one for the 

second, one for the third and fourth, and one for the fifth and 

sixth production processes). Z from Company B also participated 

in the meetings once a week. So, the total number of participants 

in the morning meetings was seven.  

Problems were reported and discussed in the morning 
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meetings, which led to the adoption of the "first-in, first-out" rule 

for the storage area for complete products, standard inventory 

quantities for components and complete products, and operation 

standards sheets for certain operations. 

 

Third stage 

In the third stage, overlapping of work duties was 

implemented and further improvements were made. In August 

2013 three important employees reached retirement age: the 

employee responsible for the fifth and sixth production processes 

(which did not make products for Company C), the employee 

responsible for subcontracting control, and one employee who 

performed special work duties. The retirement of these key people 

in August provided an opportunity to start rotating the 

production process team leaders.  

The person responsible for the first production process now 

became responsible for four other production processes (from the 

third to the sixth production process), the person responsible for 

the third and fourth production processes was moved to the first 

production process, and the person responsible for Line C 

(making products for Company C) became responsible for 

subcontracting control. This rotation contributed to the multi-

skill development of these employees and the final goal was to 

improve response to production volume fluctuation without 

changing the number of employees.  

Rotation resulted in overlapping of areas of responsibility, 

which facilitated production improvement significantly. One 

example is the amalgamation of work duties, in which two tasks 

were merged, thus creating a third task that could be performed 

by a single employee. 

Due to this change, productivity was expected to increase 

twice. When two tasks were merged, employees who knew how to 
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perform both tasks had to think how they could perform them 

simultaneously.  

The production process team leaders, having experienced job 

rotation, had already learned how to perform multiple tasks 

simultaneously and under their leadership the amalgamation of 

work duties continued. Thus, merging tasks was necessary in 

order to increase productivity and efficiency of operations, and 

overlapping of work duties was necessary in order to merge tasks.  

Job rotation also revealed that some tasks had common parts, 

(i.e. two people performing the same job) and it was realized that 

removing these common parts would eliminate waste. Thus, job 

rotation significantly contributed to the advance of improvement 

activities in Company A.  

At this stage it was evident that further production 

improvement required more tasks to be merged. And it was also 

clear that in order to merge more tasks, more overlapping of work 

duties due to job rotation was needed. In other words, it can be 

said that at this stage, when improvement activities in Company 

A had been firmly established, bureaucracy decreased. 

 

FINDINGS 

 

The case in this study can be divided into three stages. The 

first stage is the stage before the attempt to introduce higher 

order routines. At this stage segmentation of work duties was 

relatively less advanced and employees performed their tasks in 

accordance with their preferences (i.e. operation standards were 

almost non-existent). The second stage is during the attempt to 

introduce higher order routines.  

During this stage, as a result of implemented changes in SOP, 

bureaucracy in Company A began to increase. In the third stage, 

overlapping of work duties was implemented and further 
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improvements were made. The three stages are shown in Figure 2.  

 

 
 

Figure 2: Bureaucratic system of Company A during the three 

stages 

 

In the first stage there were almost no established routines 

(both higher order and lower order) and consequently the 

bureaucratic system was less advanced. Segmentation of work 

duties was insufficient and employees performed their tasks 

basically in accordance with their preferences.  

In the second stage lower order routines were introduced. More 

specifically, the evidence shows that attempts to introduce 

higher-order routines, i.e. capabilities that allow the company to 

improve independently in SMEs that are less bureaucratic (with 

relatively small accumulation of routines), are not always 

successful and may in fact lead to the introduction of lower-order 

routines instead.  

During the one year period of educational activities, Company 
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A introduced a number of standards. Some examples are the 

introduction of provisional lead time and performance measure 

criteria for each product in all production processes, adjustment 

of target lead times in order to better reflect performance, "first-

in, first-out" rule and accompanying tags in storage areas for 

complete products, catalogues of possible operations of each 

machine, partial production leveling, standard inventory 

quantities for some products, indication of delivery dates, safety 

stock of components, changes of warehouse shelf tags and box 

tags, operation standards sheets for warehouse operations.  

Before the implementation of APS the above-mentioned 

standards did not exist, however during the period of observation 

their necessity was recognized and consequently a number of 

lower-order routines were introduced. This change indicates 

segmentation of shop floor work. In other words, although the 

attempt was to introduce higher-order routines, in reality only 

lower-order routines have been introduced. 

After that, during the third stage, a number of improvements 

were implemented and bureaucracy decreased. 

 

DISCUSSION 

 

This paper discusses organizational changes that occurred due 

to attempts to introduce higher-order routines in SMEs 

(characterized by relatively small accumulation of routines, i.e., 

less bureaucratic).  

According to existing research, the ability to innovate is not 

impeded in organizations where advanced bureaucratic systems 

have not developed. So, generally it is thought that, compared 

with large enterprises, in numerous cases bureaucratic systems 

in SMEs are less advanced, which means that organizational 

changes in such enterprises should be relatively easy to 
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accomplish because their organizations are not obstructed by 

advanced bureaucratic systems. 

However, the case presented in this paper shows that changes 

required segmentation of shop floor work due to the relatively 

less advanced state of the bureaucratic system. In other words, 

the attempt to introduce changes led to a more advanced 

bureaucratic system.  

In the literature on continuous improvement (kaizen), Imai 

(1997) argued that improvement is not possible without the 

introduction of standards, which basically means that higher-

order routines cannot be achieved without the presence of lower-

order routines. 

On the other hand Iwao & Marinov (forthcoming), who argue 

that a system of incentives to follow standards is important for 

continuous improvement, demonstrate that the lack of such 

system may cause workers to ignore existing standards. The 

creation of SOP sheets and making these documents (not the 

workers who perform operations following SOP) responsible for 

performance leads to actual improvement in the organization 

(Iwao & Marinov, forthcoming).  

The case in this paper presents an organization with a less 

advanced bureaucratic system that has to implement internal 

changes because of changes in its external environment. However, 

this case also presents a paradoxical situation where a more 

advanced bureaucratic system may have made the internal 

changes (introduction of higher-order routines) possible to 

implement.  

This also implies that there is certain set of conditions in 

terms of necessary procedures that companies need to have 

implemented in order to make internal changes occur. 

Organizational changes can be divided into relatively small and 

relatively large changes. Existing research has argued that large 
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organizational changes occur through a top-down reform that 

transfigures the entire organization in a very short time, and not 

through the implementation of a large number of small changes 

(Tushman & Anderson, 1986).  

However, in some cases like Toyota, the implementation and 

accumulation of a large number of small changes often leads to 

significant reforms (for example, the just-in-time system). So, it 

can be thought that the ability to implement changes depends on 

the size of the company and the state of its bureaucratic system. 

In other words, there are strong indications that at the same time 

when bureaucracy impedes changes, it may also provide the 

foundation for the implementation of changes through 

organizational learning processes.  

One limitation of this research is the narrow definition of 

bureaucracy, which in this study is defined simply as the 

presence of lower order routines. This definition inevitably limits 

the generalization of the findings.  

Moreover, this study focuses on the relationship between 

bureaucratic systems and organizational inertia, however there 

are other factors that influence organizational inertia too. For 

example, existing research suggests that one of these factors is 

the number of years that have lapsed since the enterprise was 

established. Amburgey et al. (1993) argue that organizational 

inertia in companies that were established long time ago is 

particularly strong, and provide empirical evidence from the 

newspaper industry in Finland, where companies with a long 

history experience difficulties in implementing changes.  

On the other hand Miller & Chen (1994) built a hypothesis 

according to which the competitive inertia of companies with a 

long history and large size is strong, and tested it using 

qualitative analysis of the U.S. Aviation industry, however did 

not find support for that hypothesis. The principle of self-
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sufficiency known as "not invented here" (NIH) described by Katz 

& Allen (1982) may also be affecting the findings of this study. It 

is clear that the notion of organizational inertia in this study 

needs to refined.  

Moreover, the architecture of the products made by the firm in 

this study has not been included in the analysis. However, as 

Park (2014) points out, the relationship between product 

architecture and core capability has to be considered as a factor 

that may affect the findings. 

Finally, the findings of this study are based on a single case, 

which may impede their generalization. Also, the analytical 

framework used in this study needs to be refined in order to carry 

out more in-depth discussions of the findings. The future research 

agenda related to this study also includes consideration of other 

possible research designs, data collection methods and analytical 

frameworks. 
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ABSTRACT 

 

Considering the growing number of aging owner-managers of 
small and medium-sized businesses (SMBs) in Canada, more than 
50% of family owned SMBs will change hands within the next 
years. Of these successions, less than 30% of family owned 
businesses will survive the transfer. Contemporary literature on 
this subject emphasizes that leadership by the successor, 
particularly during the transfer, represents one of the major 
factors in the successful transfer of companies. Because of the fact 
that this form of leadership seems, at the same time, to be an 
important means of mobilizing company employees, it is 
imperative to fully understand the factors that can positively 
affect the participation of employees in this process. The objective 
of this article is to widen the perspectives of the resource-based 
view (RBV) theory by highlighting the positive effects anticipated 
by various human resources management (HRM) practices on the 
degree of organizational commitment by employees in order to 
identify those that may favor, within a work environment, the 
success of SMBs succession processes. In this way, it will be 
possible to propose a research model susceptible of offering a 
better understanding of the potential role for employees in 
ensuring a successful transfer.  
 

Keywords: SMBs, transfer of companies, resource-based view 

theory, organizational commitment, HRM practices. 

 

 

INTRODUCTION 

 

Considering the growing number of aging owner-mangers of 

SMBs in Canada, there will be a massive transfer of ownership of 
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businesses in the world in the next years (Bruce & Wong, 2012). 

In Canada, more than 50% of family businesses will change 

hands (Le Breton-Miller & St-Cyr, 2011). Considering that 

employment in Canada is primarily created by small and medium 

sized businesses (SMBs), because more than 50% of the workforce 

in that country are employed by this type of enterprises (Bruce & 

Wong, 2012), and that 70% of the SMBs could not survive to a 

second generation of owners1, it is fundamental to examine the 

succession process of these organizations because the Canadian 

economy could be badly shaken in these circumstances.  

Certain factors required to successfully complete a family 

succession have been proposed in the literature, among which we 

find the leadership of the successor (Stavrou, Kleanthous & 

Anastasiou, 2005). In fact, on one hand, the succession depends 

on the transfer of property, but also upon the more complex 

change in management (Hugron, 1992). Because of their 

behaviour and their influence on an organizational culture 

favourable to change along with the transitional phases 

associated with a succession, senior managers obviously have an 

important role to play in the success of the transfer (Stavrou et al., 
2005; Venter, Boshoff & Maas, 2005). In addition, since the 

leadership, notably the transformational type, seems to embody 

an important nexus for the satisfaction and the involvement of 

company staff (Emery & Barker, 2007), it thus becomes pertinent 

to ask how to properly manage the employees in the transitional 

process in order to identify what may facilitate the transfer of 

management from the predecessor to the successor. In this way, it 

is possible to assume that this type of approach may highlight the 

eventual contribution of employees towards a successful 

succession, a perspective that seems apparently absent in 

                                                 
1
 www.ffi.org cited by Walsh (2011). 
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contemporary literature on this particular subject. In fact, HRM 

in SMBs is more often than not assumed by the owner-manager. 

When we know that 98% of Canadian companies employ less than 

100 employees (Industry Canada, 2008) and that a formal HR 

function only takes form when the employees exceed 100 plus in 

the company, (St-Onge, Guerrero, Haines & Audet, 2009), we 

must therefore question the methods used to manage the 

employees in SMBs in order for the owner-manager to have 

certain tools that favour an affective commitment by employees 

and thus the success of the process of succession. 

From a theoretical viewpoint, this paper assumes that all 

forms of organizations represent a structured entity where not 

only managers but also employees contribute to its success 

(Bernoux, 2009). It aims to widen the perspective of the resource-

based view (RBV) by emphasizing the anticipated positive effects 

of various HRM practices on the extent of organizational 

involvement by employees in order to identify what favors, in a 

work environment, the success of SMBs succession processes. By 

presenting a research model susceptible to provide a better 

understanding of the potential role of employees in this type of 

process, this paper may help managers of SMBs to use better 

tools in order to positively affect their process of succession.  

In such circumstances, the following sections will deal, 

firstly, with the family enterprise and the succession process. 

Afterwards, a review of the fundamental principles relative to 

RBV will be undertaken in order to show that the success of an 

organization is based not only on the HRM practices directed at 

its employees, but especially on the synergy between them and 

the desire of employees to be fully involved. Next, the principal 

concepts of the article are examined in order to identify the 

potential relationships that will define the degree of involvement 

of these practices leading to a successful transfer through the bias 
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of employee commitment. Finally, the last section will present a 

conceptual framework in the form of a research model integrating 

a series of proposals drawn from the existing literature on the 

subject. This article concludes on the potential of this framework 

to guide future researches.  

 

THE CONTEXT OF FAMILY COMPANIES AND THE 

SUCCESSION PROCESS  

 

The family owned business 

The problem of successions is inherent in family owned 

businesses. Among the many definitions that exist for family 

owned businesses, Sharma (2004) and Chrisman, Chua and 

Sharma (2005) mention that it is unique by its very nature. The 

involvement of family members in the company leads to 

behaviours and to organizational results that differ from non-

family businesses.  

Traditionally, family involvement includes issues of 

ownership, governance, and intent to retain company ownership 

in family hands (Litz, 1995). Chrisman et al. (2005) suggest 

further considering the influence of the family itself on the 

company. This influence touches upon the strategic orientation of 

the company, its behaviour, and the intention of the family to 

maintain control over the company, but also on the synergy of its 

resources and abilities, that are drawn from personal family 

involvement and interaction.  The approach based on the nature 

of the family owned business that was used in the study by 

Chrisman, Chua, Pearson and Barnett (2011) shows that family 

involvement in company affairs influenced the pursuit of non-

economic objectives centered on the family.  

For this study, we will retain the definition by Astrachan 

and Shanker (2003) that assigns an intermediary involvement by 
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the family. A business is considered family-owned when the 

family controls actively the strategic orientation and when the 

intention is to make sure that family control the destiny of the 

company.   

 

The process of succession  

The succession is defined as being a process by which the 

head of the family business is eventually replaced by another 

family member (Van der Merwe, Venter & Ellis, 2009). It is 

possible to notice that the succession process is comprised of two 

dimensions; namely, the transfer of property and the transfer of 

management control (Hugron, 1992). Since the transfer of 

property involves outside legal regulations and fiscal expertise 

(Martin, 2011), the present study concentrates on the processes 

required for a transfer of management. By its very nature, a 

transfer of management brings into play relationships that are of 

interest to us between predecessor, successor, and the employees 

of the company (LeBreton-Miller, 2011). 

In the context of a leadership transition in a family-owned 

business, Handler (1990) identifies a long management transfer 

process during which the respective roles and functions of the 

predecessor and the successor evolve in an overlapping fashion. 

The transfer of management is manifested in four distinct phases. 

In the initial phase, the predecessor initiates his successor to the 

operations of the company by attracting his interest. This 

corresponds to the role of initiator as identified by Cadieux (2007). 

Then, in the second phase, social integration begins by allowing 

the successor to occupy various posts on a part-time basis. In the 

following phase, one of joint management, the successor is chosen 

as per his abilities and the degree of interest he has shown 

(Haddadj & d’Andria, 2001), along with the quality of human 

interactions with the predecessor and the other members of the 
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company (Lanberg & Astrachan, 1994). The successor then 

officially becomes part of the company. This acceptance is seen by 

working side by side with the employees and the predecessor.  

The predecessor plays a multitude of roles aimed at 

integrating and preparing his successor (Cadieux, 2007). He 

adopts, first and foremost, the role of supervisor in managing the 

work of the successor and preparing him for administrative 

duties while introducing him to the organization of the company. 

The predecessor seeks to transfer his knowledge, management 

philosophy, responsibilities, and finally the reins of power 

(Lajeunesse, 1989). According to Cadieux (2007), the specificity of 

transferring knowledge to his successor yet at the same time 

allowing him to learn by his own mistakes forces the predecessor 

to be both professor and protector. As well, faced with the 

challenge of ensuring that the organization’s actors recognize the 

successor as a leader, the predecessor must also adopt the role of 

one who makes the introductions, even before the arrival of the 

successor. Finally, the predecessor must mobilise company staff 

and collaborate to reinforce the confidence and the competencies 

of the successor. The last phase in the transfer of management is 

disengagement where the predecessor withdraws completely 

(Hugron, 1992). However, according to Cadieux (2007), various 

roles are often retained by the predecessor such as administrator, 

observer, consultant, or as a symbolic presence. From such roles, 

the predecessor attempts to support the lasting quality and 

uniqueness of the company all the while crystallizing the role of 

the successor as the new leader of the organization. 

 

THEORETICAL PERSPECTIVE 

 

With the context of a family business and the process of 

succession now having been detailed, the next section aims to 
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describe the theoretical framework of this paper. Considering that 

our intention consists of identifying factors that can favour, within a 

work environment, the success of a SMBs succession process, it is 

better to consider this article as part of a theoretical contribution 

relative to HRM. On one hand, this approach will allow emphasizing 

the eventual contributions made by employees towards its success. 

As well, it will also assist in visualizing which methods contribute to 

the success of an organization, such as those related to succession, 

based not only on the application of HR practices but especially on 

the synergy between these and the willing involvement by 

employees.  

 

The strategic management of HR and the resource-based view 

Over the last three decades, a number of theorists specialized 

in HRM have attempted to demonstrate that the effective operations 

of an organization is based not only on technical resources or 

technology but also on the human resources the company (Bayad, 

Arcand, Arcand & Allani, 2004). In fact, while in the traditional 

world of management, the success of an organization was often 

based on its inventories, machinery, and infrastructures (Gosselin, 

1996), its competitive advantage today is based on its relative 

abilities of flexibility and agility (St-Onge, Guerrero, Haines and 

Audet, 2009) in order to not only adapt to its turbulent external 

environment but also to be proactive. A mobilized and competent 

workforce can significantly help an organization to play this role in 

the context of a highly competitive world market.  

Following this line of thinking, new ideas have emerged in the 

last decades regarding the strategic management of organizations; 

namely, the theoretical perspective relative to the strategic 

management of human resources (SMHR). This method of 

managing the workforce proposes to integrate the strategic methods 

of HRM to the global strategies of organizations. Therefore, by first 
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considering human resources as a full partner in the strategic 

orientation of organizations, the theoretical models developed in this 

perspective tend to show that human resources have a fundamental 

role to play in the performance of firms (Aït Razouk & Bayad, 2011).  

It seems that the model for competency has been predominant 

over the last twenty years in the field of strategic HRM (Bayad et al., 
2004). Relying on the importance of putting into place the means to 

lead the organization on a successful path as well as on its global 

capacities to achieve it, the competency model is part of the 

framework of the resource-based theory (RBV) that greatly 

influenced the orientations of the SMHR as we know it today. Based 

on the original works by Wernerfelt (1984) and Barney (1991), this 

theory underscores the idea that the internal resources of a 

company represent a strategic element in terms of a competitive 

advantage as long as they have certain characteristics such as 

rareness, value, inimitability and non-substitutability. In this sense, 

organizational resources must be rare when we compare companies 

that are in competition, they must present a value added element to 

the company, they must be very difficult to imitate, and they must 

be irreplaceable by no other resources in competing companies. 

Applied to SMHR, the question of a competitive advantage was first 

examined by Schuler and MacMillan (1984), and afterwards by 

Ulrich (1991). 

By invoking the perspective of HRM practices without making 

any direct reference to RBV, these authors proposed the idea that 

their application could allow organizations to develop certain HRM 

strategies in order to gain a competitive advantage. However, as 

certain theorists suggested (Wright, Dunford & Snell, 2001; Wright 

& McMahan, 1992), the sole use of HRM practices by themselves 

cannot provide an organization with a competitive advantage. In 

fact, these practices can be copied by all organizations in direct 

competition. Then, the difference can be attributed to the degree of 
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motivation or desire shown by the actors in the organization 

(notably, employees) towards their participation in these practices 

in order to improve the performance of the company or its 

competitiveness (Wright, Dunford & Snell, 2001). Thus, the task of 

any organization that seeks a SMHR in the context of a RBV must 

ensure that its workforce is certainly competent but also very 

motivated to succeed in order for the organization to stand out 

among its competitors (Boxall, 1998). Managers are therefore given 

the responsibility of building a synergy between HRM practices that 

stem from the behaviour of employees relative to their willingness to 

actively commit themselves in the success of their organization.  

 

The bundles approach 

It is under such circumstances that towards the end of the 

1990’s an approach referred to as bundles appeared on the scene; 

that is, a grouping of HRM practices. Supporters of this approach 

knew how to highlight that the application of multiple practices 

(bundles) results in more positive effects for the company as opposed 

to applying only a few practices individually (Subramony, 2009). By 

referring to the framework of practices developed to define high-

performance work systems (HPWS), the supporters of this approach 

grouped the HRM practices according to three dimensions named 

“AMO” (Appelbaum, Bailey, Berg & Kalleberg, 2000). The first (A) 

dimension concerns the abilities and the competencies that 

employees must possess to ensure the performance of the 

organization. The second (M) dimension concerns the practices 

related to developing employee motivation. It aims to ensure that 

the staff demonstrate a genuine desire to participate in the affairs of 

the organization in their daily tasks. The third dimension (O) 

concerns the opportunity to participate in decision making. In a 

larger sense, it promotes the idea that empowerment of employees 



 

 

 

 

 

 

 
Management Review: An International Journal  Volume 11  Number 1  Summer 2016 

 

 

 

80 

 

 

 

will lead to a feeling of responsibility towards the effective 

operations of the company.  

In short, although this approach seems to take into 

consideration the factor of motivating employees, it must be 

remembered that its importance is based especially on the concept 

of a collective application of these practices as a guarantee of 

success for the company. In the past, certain authors (Becker & 

Huselid, 2006) insisted on the ways that managers implemented 

these practices because HR represent a genuine competitive 

advantage for the company. However, it seems that the analysis of 

the concretization of the synergy between these practices needs to 

be better understood.  

Under these conditions, this article proposes to refine the 

analysis of this synergy. We suggest to use the framework of the 

bundles and the AMO in examining the succession process of family 

SMBs. In this manner, it will be possible to increase the range of the 

RBV for a more successful process all the while examining 

attentively the particular synergy of a greater dynamic articulation 

between employee competencies and their willingness to actively 

involve themselves during the succession process. 

 

STUDYING THE CONCEPTS 

 

This section presents the main concepts of this paper. They 

shall be defined from existing literature. This approach will allow us 

to identify by which manner they can be articulated between 

themselves in a conceptual model.  

 

A successful family-owned business succession    

In an effort to help family businesses survive the succession 

process, studies have determined the nature of a successful 

transfer as well as the factors associated with a successful 
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outcome.  The notion of success elicits certain difficulties, partly 

because longitudinal studies spread over time are necessary to 

prove a successful succession and partly because success includes 

a number of criteria other than the survival of the company. Van 

der Merwe et al. (2009) remind us that success can be measured 

as a function of the satisfaction of the parties involved, or simply 

maintaining the performance of the company. Success can also 

represent maintaining the family harmony in the company, the 

simple transfer of property, or even the autonomy of the successor.  

From the results of their study, Venter, Boshoff and Maas 

(2005) identify success from the perceptions of the parties. These 

perceptions are based on the satisfaction of the succession process 

and on the impression that the return on investment will remain 

steady. According to their results, satisfaction is positively 

influenced not only by the desire of the successor to take charge of 

management but also by the relationship status between the 

predecessor and successor. As for maintaining profitability, the 

influence comes from the desire of the successor to take charge of 

management, of the quality of his relationships with the 

predecessor, and also with his level of preparedness in terms of 

knowledge and experience.   

To evaluate the success of a succession, Van der Merwe et al. 
(2009) refers to the anticipation by members of the family that 

the succession will have a positive outcome by maintaining the 

same performance after the succession, maintaining the same 

client base and contracts, harmonious family relations, support 

provided by members of the family towards the new director, and 

finally support provided by the employees to their new leader. 

According to their regression analysis, the planning of the 

succession and the perception that the chosen successor is indeed 

the rightful person will both have a positive influence on the 

belief of a positive succession process. The employees’ perception 
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about the idea that the potential successor is the appropriate 

choice relies on the successor having the knowledge, experience, 

and leadership abilities necessary to direct the family company 

after the succession. Van der Merwe et al. (2009) mention the 

importance of the leadership role the successor exhibits in front of 

company employees in the sense that he must understand and 

respect the needs, motives, career moves, and the competencies of 

the employees. Unfortunately, the perception by employees 

regarding the potential leadership of the successor and his 

management style in dealing with employee affairs and leading 

towards a positive succession is limited to only those employees 

who are members of the family. 

 

Organizational Commitment       

Considered today as a multidimensional concept 

(Vandenberghe, Landry & Panaccio, 2009), the commitment 

corresponds to a “force that binds an individual to a course of 

action of relevance to one or more targets” (Meyer & Herscovitch, 

2001: 301). The net result has the individual developing a set of 

attitudes that produces a psychological state susceptible of 

directing his behaviours in a favourable manner towards the 

organization (Meyer & Allen, 1997; Meyer, Stanley, Herscovitch 

& Topolnytsky, 2002), towards his workgroup or immediate 

superior (Ben Mansour, Chiniara & Bentein, 2009), towards his 

work and career (Mueller, Wallace & Price, 1992) or towards 

customer service in the case of workers in the service sector 

(Elmadag, Ellinger & Franke, 2008; Peccei & Rosenthal, 1997). 

With this in mind, our intention is to specifically consider the 

organizational commitment of employees since this concept seems 

to include beneficial effects in terms of retention of employees, 

productivity, and organizational performance (Fabi, Lacoursière, 

Morin & Raymond, 2010; Paul & Anantharaman, 2003) and in 
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terms of proactiveness of the organization in a change process 

(Shin, 2013). 

According to Meyer et al. (2002), organizational commitment 

has three main dimensions. The first corresponds to the affective 

aspect of the commitment. Taken from the theory of social 

interactions (Blau, 1964) and the theory of reciprocity (Gouldner, 

1960), it corresponds to an unconditional commitment by the 

individual towards the affairs of the organization. The individual 

commits himself to respond favourably to what is asked of him by 

the organization and does not hesitate to deploy whatever efforts 

are required to succeed since he derives a great amount of 

satisfaction in his work because he has an emotional attachment 

towards the company. The second form corresponds to the 

normative commitment. It is related to the fact that the 

individual commits himself to the affairs of the organization since 

he feels a moral obligation to do so. Thus the individual responds 

favourably to what is asked of him by senior management of the 

organization because he risks feeling completely unsatisfied 

morally if he refuses. Based on a set of normative interior 

pressures felt by the individual (Vandenberghe, Landry & 

Panaccio, 2009; Wiener, 1982), this form of commitment 

underlines the fact that the individual concludes that he might 

feel remorse or conscientious problems if he does not commit 

himself to the affairs of the organization. The third form of 

commitment is more instrumental or calculated and it 

corresponds to the continuance commitment. It requires that the 

individual commits himself to the organization since he concludes 

that his tenure is at risk to such an extent that it could require 

too great a sacrifice, notably from a financial viewpoint. 

Assuming that there is personal gain involved where he can 

minimize his losses, he commits himself in such a manner 

towards the organization. The individual will therefore have a 
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tendency to do only the minimum or necessary work to 

adequately fulfill what is asked of him.   

Obviously, the ideal organizational commitment for all 

managers is the affective type since it seems to exert the greatest 

positive impact for the organization. In effect, considering that 

this form of commitment refers to a subjective attachment by the 

individual to the organization, including identification and a 

sharing of values, it represents a solid predictor of favourable 

behaviours by the employee (Meyer & Herscovitch, 2001). For 

example, a high level of affective commitment allows us to predict 

quite a low intent to quit or leave voluntarily (Meyer et al., 2002; 

Mathieu & Zajac, 1990). It also translates to a greater desire by 

employees to carry out not only their assignments but also to 

exceed them (Meyer et al., 2002; Riketta, 2002). Furthermore, an 

affective commitment can be seen to encourage a higher 

performance by the employee in his work (Meyer et al., 2002; 

Riketta, 2002; Mathieu & Zajac, 1990). Under such circumstances, 

this article will specifically concentrate on this type of 

commitment since it seems to represent the most appropriate 

form that allows us to understand the necessary improvements 

required for both employee performance and eventually the 

organization as a whole (Fabi et al., 2010; Paul & Anantharaman, 

2003). 

 

HRM practices susceptible to mobilize the staff    

As previously mentioned, the bundle approach consists of 

grouping together a set of HRM practices in order to apply them in a 

collective manner in the organization. This approach was especially 

examined up to now by evaluating the effects of these practices on 

organizational performance (Boselie, Dietz & Boon, 2005; Ferris, 

Hall, Royle & Martocchio, 2004) and by demonstrating that their 

collective application was only beneficial for the company when 
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practices are complementary (MacDuffie, 1995; Delery, 1998; 

Ichniowski, Shaw & Prennushi, 1997). In fact, these grouped 

practices have a synergic effect that can improve organizational 

performance both from the financial and the operational side in 

terms of staff retention, productivity, return on investment, growth 

in profits, etc. (Combs, Liu, Hall & Ketchen, 2006). This bundles 

approach served in a way to define the components of high-

performance work systems according to three dimensions 

(Appelbaum et al., 2000): abilities, motivation and the opportunity 

to participate in decision making (AMO).   

 

Abilities    
The first dimension (A) corresponds to the abilities and the 

competencies that the employees possess. In line with the KSA 

(knowledge, skills and abilities) approach (Combs et al., 2006), 

this dimension groups a set of practices susceptible of 

strengthening the company core skills pool. For example, they can 

include staffing practices that use structured and valid methods 

for recruitment and selection in order to attract the largest 

number of qualified candidates and then choosing the very best 

among them (Subramony, 2009). These practices can also include 

the further development of skills to equip the workforce with the 

necessary competencies to efficiently and effectively execute the 

production processes. In the quest for commitments that 

employers seek from their employees, such a practice of 

developing skills seems to constitute an important lever in 

mobilizing staff (Fabi et al., 2010). In fact, it increases the 

autonomy of employees and develops in them a feeling of being 

supported and treated equitably by the employer, which in turn 

helps increase genuine worker involvement in company affairs 

(Malhotra, Budhwar & Prowse, 2007; Mathieu & Zajac, 1990; 

Meyer et al., 2002).   
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One should note that systems that are geared towards 

development of skills involve both formal and/or informal training 

activities. On the formal side, these activities aim, for example, to 

train new employees or those already part of the workforce. Most 

of the time, they consist of developing the technical and 

interpersonal abilities of employees so that they may be better 

able to accomplish their tasks, and also with the perspective of 

improving their individual level of performance (Paul & 

Anantharaman, 2003). On the informal side, these activities 

usually take the form of coaching, executive or managerial 

(Agarwal, Angst & Magni, 2009). In the first case, the practice 

consists of supporting the development of competencies or certain 

abilities of a senior manager within the organization through the 

lens of an outside consultant or from another staff member 

working for the company. In the second case, the practice is 

conducted through the daily relational work between the 

supervisor and his employee with the specific aim of improving 

the performance level of the latter. Although this second form of 

coaching has not attracted much attention from researchers until 

now 1  compared to executive coaching (Ellinger, Ellinger, 

Bachrach, Wang & Elmadag, 2011), it seems that it is greatly 

appreciated by employees (Elmadag, Ellinger & Franke, 2008) 

since it underlines not only the willingness of management to 

play a full role in supporting their workforce (Goleman, 2000), but 

it also conveys the idea that management considers its employees 

as a fundamental resource in the success of the company. The 

supervisor’s role thus becomes one of a learning facilitator 

                                                 
1
 In practice, managerial coaching is very popular in the organizations since managers 

apply this kind of HRM practice to improve individual and organizational performance. 

However, on a research perspective, according to Ellinger et al. (2011), empirical studies 

have rather focussed on executive coaching, hence the necessity to study the practice 

related to managerial coaching in future researches. 
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(Ellinger et al., 2011) proving that he actually listens and believes 

in the well-being of his employees. In such conditions, the 

employee benefits directly from the feedback of his immediate 

superior in work situations. Considering that the objective of this 

article aims to emphasize the contribution of employees in the 

successful transfer of a company, we will also consider this 

practice of managerial coaching in the conceptual model. 

 

Motivation 
 

The second dimension (M) corresponds to the practices related 

to developing the employee motivation. By encouraging 

discretionary efforts while discouraging non-productive behaviours 

by employees (Wright & Kehoe, 2007), these practices can be linked 

to job security, information sharing, possibilities of promotion, 

better balance between work and personal life, salary, and 

performance management processes (Appelbaum et al., 2000).  

It is important to notice that these practices seem to belong to 

the type of controlled motivation rather than the autonomous type 

of motivation. Recalling the theory of auto-determination (TAD) 

(Gagné & Forest, 2009; Deci & Ryan, 1985), a human being is 

motivated by three types of needs; namely, autonomy, abilities, and 

social affiliation. Depending on whether or not these needs have 

been fulfilled, there exist various degrees of motivation from a total 

absence to intrinsic motivation that is auto-determined by the 

meaning and the relative interest of the activity accomplished by 

the individual. Between these two extremes, extrinsic motivation 

occurs from external pressure applied to the individual and takes 

different forms according to the degree of internalization of these 

constraints by the individual. Thus, extrinsic motivation applied by 

external control occurs through the pursuit of an activity for reasons 

associated with a reward to be gained or a sanction to be avoided. 
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Extrinsic motivation by internal control occurs through the pursuit 

of an activity for reasons associated with avoiding a feeling of 

culpability if it is not realized. Extrinsic motivations by identified 

control and by integrated control are more internalized forms since 

they correspond to the pursuit of an activity for reasons associated 

with conviction and vocation. Under these conditions, the 

motivation is said to be controlled when the stimuli is external 

control and integrated control. It is said to be autonomous when it is 

intrinsic or when it stems from integrated or identified control. By 

considering HRM practices relative to motivation as seen in 

empirical studies that apply the bundles approach, they seem more 

in line with practices that favour controlled motivation, i.e. 

controlled by obtaining external rewards or by avoiding a sanction, 

therefore one may ask if practices favouring autonomous motivation 

might be worthwhile examining.  

One of them is transformational leadership. Bono and Judge 

(2003) established that there existed common connections between 

this form of leadership and autonomous motivation. In the literal 

sense, leadership represents the aptitude and ability of a person to 

influence, motivate, and permanently mobilize other persons and 

allow them to contribute to the effectiveness of a group or 

organization (Bass & Avolio, 1994). We can say that a leader is 

someone who is capable of guiding, influencing, and inspiring 

(Alimo-Metcalfe, 2005) employees. Often described as a charismatic 

or visionary leader (Sashkin, 1988; Conger & Kanungo, 1987), the 

transformational leader goes beyond his daily responsibilities by 

believing in his ability to transform a vision into reality. A leader of 

this type is capable of “transforming” members of his organization 

by making them more conscious of the importance of their work and 

by helping them to see beyond the horizons of self-interest in order 

to realize the goals of the organization.  
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More concretely, four characteristics determine 

transformational leaders (Bass, 1997). The first consists of having 

an inherent idealized influence that encourages employees to 

identify themselves emotionally to him and thus see him as a role 

model to imitate. In fact, he has a vision that gathers his employees. 

By instance, he obtains the commitment of his subordinates by 

appealing to their values and their highest ideals and succeeds in 

bringing them to devote themselves to the realization of a dream or 

vision that surpasses the currently held reality. Then, he can 

elaborate a captivating vision of the future and gain the confidence 

of people around him.  

The second characteristic consists of charisma that brings 

employees to consider him as a role model to imitate and thus be 

inspired. Representing a source of inspirational motivation, he 

convinces employees to adhere to the realization of company 

objectives by his ability to make sure that they consider their 

achievement makes sense for them. He is therefore admired, 

respected, and worthy of confidence.   

The third consists of intellectual stimulation of his 

collaborators by mentoring them to develop many skills related to 

the creativity and to the capacity to be innovative.  

Finally, cultivating the concept of individualized consideration, 

the transformational leader is ready to pay particular attention to 

the needs of each employee by according them, individually, 

consideration, support, and advice by means of coaching and 

mentoring (Bass, 1990; Bass, 1997; Bass & Avolio, 1994).  

In the framework of a company succession, the study by 

Koffi and Lorrain (2010) shows the positive influences of 

transformational leadership on the success of successions within 

family-owned businesses. They identify numerous success factors 

that are related, among which is the confidence level between the 

predecessor, successor, and the employees, as well as allowing the 
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successor to enter progressively thus moving up the managerial 

echelons more smoothly without imposing his will on the 

employees. The acceptance, credibility, and the legitimacy of the 

successor are therefore favoured. Transformational leadership 

becomes a powerful tool that a leader can use to motivate his 

employees to perform above expectations by raising the 

awareness of the importance of the values and objectives involved.  

This conscious awareness results in a way that employees put 

aside their own interests for the well-being of the organization 

(Bass, 1985). Transformational leadership leads to an increase in 

job satisfaction, involvement, confidence, and to the behaviour of 

a corporate citizen (Podsakoff, MacKenzie & Bommer, 1998; 

Korek, Felfe & Zarpernick-Rothe, 2010). For all these reasons, it 

is evident that transformational leadership can represent a 

significant source of autonomous motivation since the confidence 

it build can favour a synergy of applied HRM practices. Hence, for 

these reasons, we retain our interest in this form of leadership in 

our conceptual model.  

 

The Opportunity to Participate in Decision-Making 
The third dimension (O) corresponds to the opportunity to 

participate in decision making. In a general sense, this dimension 

questions the idea of empowerment of employees. Keep in mind that 

this notion corresponds to a relational process in which the superior 

shares with his subordinates a zone of power (Geralis & Terziovski, 

2003). As seen from the theoretical perspective of a social exchange 

(Conger & Kanungo, 1988), it involves the application of certain 

practices that allow not only the possibility of subordinates making 

suggestions to their superior, but especially making decisions 

regarding their own work (Forrester, 2000). In this sense, practices 

related to consultation with employees, (Simard, Doucet & Bernard, 

2005), granting autonomy in their work, and allowing their 
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participation in decision making (Malhotra, Budhwar & Prowse, 

2007) as well as the implementation of workgroups and more fluid 

channels of communication in the organization (Appelbaum et al., 
2000) are largely documented in literature. Although these practices 

helped in understanding the nature of policies favouring acceptance 

or habilitation, it must be emphasized that their application solely 

in themselves cannot favourably modify the behaviours of employees 

if, for example, the latter do not adhere to the social aspects as well 

(Peccei & Rosenthal, 2001; Ueno, 2008).  

In this way, it seems that the concept of psychological 

empowerment highlights the significant effects that can result by 

these practices on the positive behaviours of the workers. 

Psychological empowerment corresponds to the perception that 

employees can have about HRM practices susceptible of favouring 

their empowerment. Studies related to this perspective seek to 

evaluate by which manner employees interpret and perceive the 

practices intended to empower them, and this according to four 

fundamental dimensions (Spreitzer, 1995). The first corresponds to 

the meaning that the employee assigns to his work. The second 

dimension corresponds to the personal effectiveness (or competence) 

and relates to the feeling that the employee is sufficiently competent 

in effectively accomplishing his tasks. The third is about the self-
determination and relates to the idea that the employee has the 

conviction to use his autonomous to truly make decisions in the 

production process. The fourth dimension corresponds to the 

personal impact and relates to the idea that the employee considers 

that he can influence the results of the organization and that he has 

an important role in its success. According to researchers (Bonias, 

Bartram, Leggat & Stanton, 2010; Kostiwa & Meeks, 2009; 

Spreitzer, 1996), the employees can be greatly motivated once they 

determine that such empowerment practices will meet the criteria of 

these four dimensions. They themselves feel called upon by this 
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delegation of authority, which can generate positive impacts on 

organizational commitment, productivity, and organizational 

performance (Cordery, 1995). Managers therefore have interest to 

not only implement certain practices related to the empowerment of 

their employees, but also they must make sure to evaluate in which 

manner these employees perceive the application of these practices. 

Hence, for these reasons, we retain our interest in the concept of 

psychological empowerment in the conceptual model of this paper.  

 

CONCEPTUAL DESIGN AND RESEARCH 

RECOMMANDATIONS     

 

Using previous empirical studies, this section highlights the 

manner in which the successful transfer of companies can be 

influenced by the organizational commitment of employees as 

well as by factors favouring this type of mobilization. This 

approach will allow us to establish certain research proposals in 

order to better understand in which way the succession process 

can be shaped leading to a successful transfer of ownership.  

 

HRM practices  Organizational commitment  
Previous studies have shown links between HRM practices 

and organizational commitment. For example, Malhotra, 

Budhwar and Prowse (2007) underscored that practices related to 

the possibilities of promotion, participation, and autonomy exert 

an influence on affective organizational commitment. Moreover, 

among many HRM practices selected, Fabi et al. (2010) observed 

that those relative to the organization of work, employees 

training and hiring were directly related to the organizational 

commitment by employees. Thus, the practices related to the 

development of skills, teamwork, the possibility of influencing 

certain decisions, and the variety of tasks contribute to develop a 



 

 

 

 

 

 

 
Management Review: An International Journal  Volume 11  Number 1  Summer 2016 

 

 

 

93 

 

 

 

sense of belonging by the employees towards the organization. 

Consequently, they develop a sense of loyalty since they feel that 

they have a significant role to play in the success of the 

organization. In addition, effective staff hiring practices relative 

to selection, initial welcome, and the integration of new 

employees allows a company to choose the best candidates not 

only for their technical skills but also for their social skills, 

considering that the instruments previously used will help to 

identify best match candidates in line with the organizational 

values and culture (Tremblay, Chênevert, Simad, Lapalme & 

Doucet, 2005).  

Although all of these studies established that there exist 

links between organizational commitment and many HRM 

practices, it must be noted that few among them adopted the 

approach of bundles to examine these links. To our knowledge, 

apart from the study by Appelbaum et al. (2000), only those by 

Gardner, Wright and Moynihan (2011) and Fabi, Lacoursière, 

Morin & Raymond (2011) applied this approach. In such 

conditions, it is pertinent to examine the relationships that can 

exist between grouped HRM practices and organizational 

commitment in a context of SMBs successions. Hence, we propose 

the following propositions:  

 

Proposition 1: In the context of a family SMBs 
succession, the HRM practices related to 
improving the skill-enhancing bundles of 
employees have a positive correlation with their 
affective organizational commitment. 

 

Proposition 2: In the context of a family SMBs 
succession, the HRM practices related to 
motivation-enhancing bundles for employees have 
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a positive correlation with their affective 
organizational commitment.   

 

Proposition 3: In the context of a family SMBs 
succession, the HRM practices related to the 
opportunity to participate in workplace decisions 
(empowerment-enhancing bundles) have a positive 
correlation with their affective organizational 
commitment.  

 

Moreover, we must underline that other studies have shown 

the establishment of certain related HRM practices and 

organizational commitment but in an indirect manner. For 

example, Meyer and Smith (2000) emphasize that practices 

relative to career management, management performance 

systems, and remuneration are related to affective organizational 

commitment, but especially when these variables are mediated by 

perceived organizational support (POS) and procedural justice. In 

the same way, Rhoades, Eisenberger & Armeli (2001) state that 

perceived organizational support plays a determining role in the 

relationship between affective organizational commitment and 

practices related to remuneration, recognition at work, and the 

possibilities of promotion. Moreover, Simard, Doucet and Bernard 

(2005) emphasized the correlation between affective 

organizational commitment and practices relative to non-

monetary recognition, information sharing, and sharing of 

authority is mediated by different forms of organizational justice, 

especially the interactional and procedural types. In short, it 

seems that organizations have an interest in implementing HRM 

practices that favour a perception of equity and of support from 

employees if they wish to develop a high level of commitment by 

their workforce.    
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In such circumstances, our conceptual model proposes as 

well to examine the three specific practices that are part of this 

perspective and that fit into the three forms of bundles relative to 

resource-based views (RBV). The first practice concerns 

managerial coaching and it is inserted in the bundle of practices 

relative to abilities. Certain previous studies have shown that 

practices related to abilities can influence the organizational 

commitment of employees (Fabi et al., 2011). However, these 

practices were mostly formal and related to a training program 

given to employees (Gardner, Wright & Moynihan, 2011). It could 

be interesting to verify if an informal practice, such as 

managerial coaching, could more positively influence the 

organizational commitment since this practice involve the idea of 

immediate support and justice for employees in an online 

perspective. In fact, managerial coaching shows that the 

employer, via the supervisor’s implication, searches to solidify the 

psychological contract with his employee since he aims to improve 

the abilities of the employee directly in the production process. 

Therefore, this practice follows the logic of skills development 

during the execution of tasks. According to the literature 

reviewed, few studies have sought to establish a correlation 

between managerial coaching and the organizational commitment 

of employees. However, certain recent studies conducted in the 

services sector tend to show that this type of activity exerts an 

important positive influence on the commitment of workers 

towards the quality of service that they offer to customers 

(Elmadag et al., 2008). For all these reasons, it would certainly be 

pertinent to widen the scope of analysis relative to the effects of 

developing abilities and its effect on affective organizational 

commitment, notably by integrating managerial coaching in the 

group of practices regarding abilities. Thus, the following 

proposition is formulated:     
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Proposition 1a: In the context of family SMBs 
succession, the practices relative to managerial 
coaching have a positive correlation with the 
affective organizational commitment of employees.  

 

The second practice concerns transformational leadership 

and it is inserted in the bundle of motivation. Literature shows 

that the leadership style of the immediate superior affects the 

organizational commitment of employees (Bono & Judge, 2003; 

Dumdum, Lowe & Avolio, 2002). As such, Emery and Barker 

(2007) have shown that the different dimensions relative to 

transformational leadership are more associated with the 

satisfaction of employees regarding their work and their 

organizational commitment rather than the factors relative to 

transactional leadership. In addition, Korek, Felfe and 

Zaepernick-Rothe (2010) indicated that transformational 

leadership, by favouring a positive organizational climate, could 

create an affective commitment by employees towards the 

organization. In the same way, other studies have suggested that 

certain components of transformational leadership had positive 

correlations with the affective commitment of the employees 

(Kent & Chelladurai, 2001; Arnold, Barling & Kelloway, 2001). In 

addition, Saint-Michel and Wielhorski (2011) have recently 

shown that the charisma of the transformational leadership style 

could exert a positive impact on the affective commitment. 

According to Tremblay et al. (2005), managers must exert a 

leadership style that both motivates and mobilises employees in 

order to increase the organizational commitment of their 

employees. In fact, this style of leadership favours certain 

management practices such as communicating the company 

vision, group decision making, and mentoring (Bass & Avolio, 

1994). These practices are susceptible to widening the employee 



 

 

 

 

 

 

 
Management Review: An International Journal  Volume 11  Number 1  Summer 2016 

 

 

 

97 

 

 

 

autonomy and creativity zone. They develop in workers the 

feeling of being supported by the employer and that the 

organization relies on their competencies to outperform the 

competition. Therefore, it remains pertinent to integrate the 

practices related to the transformational leadership in the group 

of activities aimed at motivating employees in order to examine 

their relationship with affective organizational commitment. 

Thus, the following proposition is formulated:   

 
Proposition 2a: In the context of a family SMBs 
succession, the transformational type of 
leadership has a positive correlation with the 
affective organizational commitment of employees.  

 

The third practice concerns the psychological empowerment 

and it is integrated in the bundle of opportunity to participate in 

decision making. Some studies have demonstrated positive 

relationships between diverse practices relative to the 

empowerment of employees and organizational commitment. For 

example, Simard, Doucet and Bernard (2005) have shown that 

the practices related to consultation with employees had positive 

correlations with organizational commitment. Fabi et al. (2011) 

showed that the practices relative to the increasing of the 

employees’ autonomy also had positive correlations with 

organizational commitment. Finally, in a study on the forms of 

intrinsic and extrinsic recognition and the employees’ 

organizational commitment in call centers, Malhotra, Budhwar 

and Prowse (2007) showed that autonomy and the participation of 

employees in decision making had significant positive effects on 

their affective organizational commitment. Empowerment 

practices, notably those related to autonomy, decision making, 

and consultation seem prone to having positive links with 
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organizational commitment. However, the studies cited 

previously showed the links without making reference to the 

context of family SMBs successions. Under these conditions, it 

remains certainly pertinent to examine the relationship that may 

exist between psychological empowerment and organizational 

commitment in such a context. Thus, the following proposition is 

formulated:   

 

Proposition 3a: In the context of family SMBs successions, 
the employees’ perceptions about psychological empowerment 
have a positive correlation with the affective organizational 
commitment of employees. 

 

HRM Practices  Organizational Commitment   Successful 
transfers  

In light of the literature reviewed, there appears to be no 

research that identifies a link between employees’ affective 

commitment and the successful transfer of a family business.  

However, certain studies examined did underline that this type of 

commitment can maintain a positive variation of individual and 

organizational performance. 

Vandenberghe, Landry and Panaccio (2009) and Meyer et al. 
(2002) report a positive correlation between affective 

organizational commitment and performance at work by 

employees. By considering that an affective commitment by the 

employee can generate a higher performance level in his work 

(Meyer et al., 2002; Mathieu & Zajac, 1990), it is possible to 

believe that affective commitment can contribute to maintaining 

organizational performance (Paul & Anantharaman, 2003) and 

eventually to a successful transfer if the latter is based on 

maintaining the performance after the succession.  
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As we previously mentioned, the bundles approach was 

especially examined to evaluate the relationship between the 

grouping of HRM practices and organizational performance. In 

light of the literature reviewed, very few studies were conducted 

to highlight any links between these bundles and the success of 

SMBs succession transfers. It therefore becomes important to 

conduct such research. In effect, considering that the successful 

succession is based not only on criteria relative to organizational 

performance after the transfer, but also on other factors including 

the maintaining of the client and contract base, the harmony of 

family relationships, as well as the support provided by members 

of the family and by employees to the new leader, it remains 

pertinent to widen the analysis of links that may exist between 

the grouping of HRM practices, the employees’ organizational 

commitment and a successful transfer. Thus, the following 

propositions are formulated:   

 

Proposition 4: In the context of a family SMBs 
succession, the positive relationship between 
HRM practices aimed at improving the skill-
enhancing bundles for employees and the success 
of the transfer will be mediated by their 
organizational commitment.   

 

Proposition 5: In the context of a family SMBs 
succession, the positive relationship between 
HRM practices aimed at motivation-enhancing 
bundles for employees and the success of transfer 
will be mediated by their organization 
commitment.   
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Proposition 6: In the context of a family SMBs 
succession, the positive relationship between 
HRM practices aimed at the active participation of 
employees in decision making at work 
(empowerment-enhancing bundles) and the 
success of transfer will be mediated by their 
organizational commitment.   

 

Moreover, considering the propositions formulated in the 

preceding section, our conceptual model also proposes to examine 

the links that may exist between certain specific HRM practices 

and the success of the transfer in order to verify if, in applying 

these practices, the ideas of organizational justice and support 

are sufficiently perceived by the employees to improve their 

organizational commitment and influence positively the 

succession process.  

To begin with, regarding managerial coaching inserted in 

the abilities bundle, the review of the literature did not show any 

links between this practice and a successful succession. In effect, 

certain studies concentrate on the relationship between executive 

coaching of the successor by mentors and support for the transfer 

of the company (Van der Merwe et al., 2009).  Other studies, 

however, report that there seems to exist correlations between 

the adoption by the company of certain mobilizing HRM practices 

relative to the development of skills and the organization 

performance (Aït Razouk & Bayad, 2011) in terms of profitability 

(Guerrero & Barraud-Didier, 2004), productivity (Ichniowski et 
al., 1997) and social climate (Ngo, Lau & Foley, 2008). In such 

circumstances, considering that the abilities bundle can have a 

positive relationship with the employees’ organizational 

commitment, we must question the link that could exist between 

the managerial coaching practices and the successful transfer of 
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the company if we wish to better understand the nature of the 

contribution made by employees towards this success. Thus, the 

following proposition is formulated: 
Proposition 4a: In the context of a family SMBs 
succession, the positive relationship between 
managerial coaching of employees and the success 
of the transfer will be mediated by the employees’ 
organizational commitment.  

 

Then, regarding transformational leadership inserted in the 

motivation bundle, its influence is often mentioned in studies 

searching to identify the factors for success in family successions 

(Van der Merwe et al, 2009). Nevertheless, the concept of 

leadership is most often mentioned in categories regarding the 

preparation of a successor or the potential of the latter (Pyromalis 

and Vozikis, 2009). In addition, leadership can represent the 

general ability to mobilize members of the organization 

(Pyromalis & Voszkis (2009) or to apply transformational 

leadership practices that concentrate on the understanding of 

worker needs and the development of employees in the 

organization (Van der Merwe et al., 2009). Thus, the link between 

transformational leadership and the success of a succession 

appear in an indirect fashion by considering the positive 

correlation between the potential of the successor to use 

transformational practices and the success of the transfer as 

expressed by the maintaining the same performance of the family 

business and the support accorded to the successor by members of 

the family (Van der Merwe et al., 2009). The study by Stavrou, 

Kleanthous and Anastasiou (2005) is notable for its interest 

accorded specifically to the leadership of the successor to ensure 

the continuity of the family business following the succession. 

Their study explores the relationship between the leadership 
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personality of the successor, the organizational culture of the 

company, and the success of the succession based on nine criteria, 

among which include the existence of a succession plan, the 

withdrawal of the predecessor, the experience of the successor, 

and a good relationship between the successor and the employees. 

The results indicate that leadership based on extraversion, 

sensing, thinking, and judging (type ESTJ, as assigned by Jung 

1981, quoted by Stavrou et al, 2005) indirectly and significantly 

influence the success of a transfer through the bias of a 

participative organizational culture. However, because of 

conceptual differences, it is not possible to establish a link 

between this type of leadership personality and transformational 

leadership practices related to idealism, inspiration, intellectual 

stimulation and thoughtfulness. The only significant contribution 

of this leadership personality is a participative culture in the 

organization, thus allowing for a link with the inspiring practices 

of transformational leadership. The latter generates enthusiasm 

by employees to realize the objectives of the organization (Bass & 

Avolio, 1994). Although the link between the leadership of the 

successor and the success of the transfer is established gradually, 

the lack of studies examining this relationship between 

transformational leadership and the success of a transfer 

generates interest in better understanding this relationship. 

Under these conditions, considering the positive relationship 

between transformational leadership and employees’ 

organizational commitment mentioned in the previous section, 

another proposition is formulated:       

 

Proposition 5a: In the context of a family SMBs 
succession, the positive relationship between 
transformational leadership of the successor and 
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the success of the transfer will be mediated by the 
employees’ organizational commitment.  

 

Finally, regarding psychological empowerment inserted in 

the bundle of the opportunity to participate in decision making, 

there appears to be no research that shows a direct link between 

this notion and the success of succession transfers of family-

owned businesses. Nonetheless, if we consider among the success 

factors the criteria of company profitability and performance, 

certain studies generate interest. According to Appelbaum et al. 
(2000), the organization of work and the empowerment of the 

employees have an impact on organizational performance. In 

addition, the study by Raquib, Anantharaman, Eze and Murad 

(2010) concludes that empowerment practices contribute in 

accelerating the organizational performance in the sectors of 

higher education, information technologies, and 

telecommunication services in Malaysia. In such circumstances, 

considering the relationship evoked previously between 

psychological empowerment and employees’ organizational 

commitment, it remains pertinent to widen the scope of these 

studies by examining the prevailing link between the 

psychological empowerment of the employees and the success of 

the transfer of a company in the context of a family SMBs 

succession. Thus, the following proposition is formulated:  

 
Proposition 6a: In the context of a family SMBs 
succession, the positive relationship between the 
psychological empowerment of employees and the 
success of a transfer will be mediated by the 
employees’ organizational commitment.  
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CONCEPTUAL MODEL  

 

Figure 1 shows a conceptual model that illustrates the 

previous propositions. By taking each proposition and each 

potential or demonstrated relationship between the described 

concepts, the model proposes, at first, that HRM practices 

grouped into bundles contribute to the success of family 

successions. In effect, the model suggests examining the links 

between these bundles and the success of transfers through the 

optic of commitment in order to understand to what extent the 

employees can contribute to the success of transfers. Secondly, 

considering that the literature reviewed demonstrates that the 

links between HRM practices and commitment are more 

significant when they are mediated by the perception of both 

organizational support and justice, we believe that a particular 

attention must be accorded to the influence of certain specific 

practices that are included in such a perspective and that 

integrate themselves in the three forms of bundles previously 

mentioned. Thus, the model proposes to carefully examine the 

HRM practices relative to transformational leadership, 

managerial coaching, and psychological empowerment. These 

practices can favour the perception of support and justice by the 

employees and, ultimately, the emergence of an affective 

organizational commitment and a successful transfer.  
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Figure 1.  Conceptual Model of HRM Practice to support 

organizational commitment and the success of family SMBs 

successions   

 

 

Moreover, it is important to note that the research agenda 

proposed in this paper suggests that the collection of data is 

taking place in the third phase of the succession process; namely, 

“joint management” where the successor officially begins his 

functions and works in collaboration with the employees. It is at 

this stage in the process that it possible to fully appreciate the 

interaction between the successor and the employees in order to 

evaluate the impacts on the success of the transfer. To the extent 

where HRM practices are applied can favour taking into 

consideration the employees’ needs and abilities, this model 

proposes that the nature of a social exchange as part of an 

employment relationship remains primordial for the success of 

the company, which in our case refers to a successful transfer. In 

HRM practices in 

bundles and specific 

HRM practices :  
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short, this model proposes a widening of the RBV resource theory 

on two fronts. First, it suggests that the application of practices 

grouped into bundles can influence the success of a transfer in a 

family SMBs. Second, this model suggests that the success is 

based not only on the application of practices grouped into 

bundles but also on the manner in which they are implemented. 

In other words, if these practices are capable of sufficiently 

motivating employees in an intrinsic perspective considering the 

strength of transformational leadership, affective commitment 

could then emerge and eventually generate positive effects on 

successful transfers.  

Under such circumstances, and considering as well the few 

studies that sought to establish a relationship between the 

support of employees and the success of company transfers in the 

succession process, it remains possible to believe that the use of 

this model in future researches will contribute in advancing our 

knowledge in this field and may serve as a basis for formulating 

practical recommendations for managers of SMBs involved in the 

succession process of their own company. In this sense, Table 1 in 

the appendix presents the various statements relative to the 

concepts studied in the research model proposed. These 

statements were taken from previous empirical studies and have 

been validated, for the most part, by the authors mentioned in 

this table.  

We first find statements regarding the subject of HRM 

practices grouped into bundles susceptible of mobilizing 

employees. By integrating in this section the statements that are 

relative to transformational leadership, managerial coaching, and 

psychological empowerment, this model proposes to examine 

closely the importance accorded to the manner by which these HR 

practices are implemented. Then, we find statements regarding 

the concept of the affective type of organizational commitment. 
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Finally, we observe statements relative to the notion of the 

success of a transfer. These are based on the works of Van der 

Merwe et al. (2009) and highlight the employees’ perceptions 

regarding the idea that the succession did turn out in a positive 

way.   

 

CONCLUSION 

 

At the beginning, this paper aimed to widen the perspective 

of the resource-based view (RBV) by emphasizing the anticipated 

positive effects of various HRM practices on the degree of 

organizational commitment by employees in order to identify that 

which could favour, in a business relationship, the success of 

family-owned SMBs succession practices.  

This paper achieved its objective by proposing a conceptual 

model highlighting the fundamental role that employees can play 

in a transfer process. Considering the serious lack of knowledge 

on the subject matter, we believe that this model will become 

promising source of information since it can contribute in 

elaborating a research program guiding future works in this field. 

On the one hand, this model will facilitate an examination as to 

whether the application of HRM practices grouped into bundles 
can influence the organizational commitment of employees and 

the success of SMBs transfers which, contrary to popular belief, 

has not yet been conducted in empirical studies. On the other 

hand, it will allow us to see by which manner success can depend 

not only on the application of HRM practices grouped into 

bundles but also on the way they are implemented. In fact, when 

examining if these practices are supported by those who favour 

the perceived justice and support by employees such as 

managerial coaching, transformational leadership, and 

psychological empowerment, this model will emphasize that the 
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method of implementing HRM practices plays a determining role 

in the success of company transfers since they can solicit the 

motivation and the commitment of employees in their intrinsic 

dimension.  

In short, this article turns out to be pertinent as a plan for 

advancing knowledge because empirical verification of the 

formulated propositions will allow for a better understanding of 

the dynamics of a succession as per the rapports between the 

successor and his employees. Hence, by placing an emphasis that 

the success of such a process depends on the nature of the 

exchanges between the organization’s actors, this approach will 

provide ultimately valuable suggestions to managers in order to 

support them in the successful transfer of their company. In this 

way, in integrating this kind of idea in an entrepreneurial 

education process such as the Entrepreneurs in Kentucky pilot 
program (Code, 2007), this paper could be helpful to teach to 

future entrepreneurs how they must develop better rapports 

between the successor and his employees to make sure that the 

transfer of the company will be successful. 
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Appendix 

Scale Items 

  

 

 
Human Resource Management Practices in bundles  

 
Abilities bundle (skill-enhancing HR practices) (modified from 

Appelbaum et al. , 2000 and Gardner et al., 2011) : 

- In the last year, did you receive any classroom training? 

- The results of the performance evaluation process are used to 

determine the training needs for (you) in this job. 

- (You) have the opportunity to receive tuition reimbursement 

for completing college classes. 

 
Motivation bundle (motivation-enhancing HR practices) (modified 

from Appelbaum et al., 2000 and Gardner et al., 2011) : 

- Top management is usually open about sharing company 

information with employees at this (organization). 

- All in all, to what extent would you say your company helps 

workers to achieve a balance between their work and family 

responsibilities? 

- How satisfied are you with the fairness of your pay. 

- (You) regularly (at least once a year) receive a formal 

evaluation of (your) performance. 

- (You) have the opportunity to be promoted to positions of 

greater pay and/or responsibility within the company. 
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Empowerment bundle (empowerment-enhancing HR practices) 

(modified from Appelbaum et al., 2000 and Gardner et al., 2011) : 

- In your daily work activities, are you part of a team of people 

who work together? 

- In your daily work activities, do you work in a module or team 

of people who work together and jointly make decisions about 

task assignments? 

- Do you work on a team, committee, or task force that deals 

specifically with product development and product redesign? 

- (You) in this job have a reasonable and fair complaint process. 

- Employees in this job communicate with people in other 

departments to solve problems and meet deadlines. 

- How often do employees in this job receive formal company 

communication regarding: 

-  Company goals? 

-  Operating performance? 

-  Financial performance? 

-  Competitive performance? 
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Selected Human Resource Management Practices  

 
Managerial coaching (modified from Ellinger, Ellinger & Keller, 2003 

and Elmadag et al., 2008) : 

- My supervisor actively focuses on helping me to recognize 

work-related learning opportunities to improve my 

performance and skills. 

- My supervisor provides me with constructive feedback. 

- My supervisor solicits feedback from me to ensure that his or 

her interactions are helpful to me. 

- My supervisor asks questions rather than provides solutions 

to help me think through issues. 

- My supervisor uses analogies, scenarios, and examples to help 

me learn. 

- My supervisor provides me with resources so I can perform my 

job more effectively. 

 

Tranformational leadership : (modified from Ismail, Mohamed, 

Sulaiman, Mohamad & Yusuf, 2011) : 

- My supervisor spends time teaching and coaching. 

- My supervisor acts as ways that build my respect. 

- My supervisor considers me as having different needs, 

abilities, and aspirations from others. 

- My supervisor listens to my concerns and helps me to develop 

my strengths. 

- My supervisor assists me in giving full attention on dealing 

with mistakes, complaints and failures. 

- My supervisor increases my willingness to work harder. 

- My supervisor increases my motivation to achieve individual 

and organizational goals. 

- My supervisor encourages me to think more creatively and be 

more innovative. 
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Psychological empowerment (Spreitzer, 1995) : 

- The work I do is very important to me (meaning). 

- The work I do is meaningful to me (meaning). 

- I am confident about my ability to do my job (competence).  

- I am self-assured about my capabilities to perform my work 

activities (competence). 

- I have significant autonomy in determining how I do my job 

(self-determination). 

- I can decide on my own how to go about doing my work (self-

determination). 

- My impact on what happens in my department is large 

(impact). 

- I have a great deal of control over what happens in my 

department (impact). 

 

Affective organizational commitment (Meyer & Herscovitch, 2001) : 

- Remaining a member of this organization is important to me. 

- I would be very happy to spend the rest of my career with this 

organization. 

 

The success of succession process (modified from Van der Merwe et 
al. 2009) : 

- I believe that the family business did perform equally well 

after succession. 

- I believe that the family business maintained its contracts and 

client base after succession. 

- I believe that family relationships did remain good after 

succession. 
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Objectives 

Business management is a primary area of market competitiveness 

and sustainability in all types of industries. Managerial insights in 

the global and/or local business are major drivers of organizational 

innovation, business dynamics and business value chain. Managerial 

review will be an integral player in the 21st knowledge industry and 

economy. 

Nevertheless, how to foster managerial review and insights have not 

been appropriately explored in terms of global or local business 

perspectives. In fulfilling of this urgent and timely theme, business 

management need more sustainable profitability, better operational 

excellence, higher goods and services quality, more proper market 

promotion, stronger leaderships, and more accurate financial 

planning in order that business organizations are more competitive. 

This journal’s main objective is to establish an outlet for executives, 

managers, educators, and researchers interested in a variety of topics 

in business management and insights in terms of global or local 

perspectives. Thus, papers will focus on the global or local 

implications of managerial review and insights in business settings. 

Subject Coverage 

Examples of topics appropriate to the theme of management 

review include: 

 Case studies of business management  

 Business decisions and insights 
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 Business science research 

 Business service research and policy 

 Engineering management 

 Entrepreneurial study and venture business  

 Ethical issues in business and social responsibility 

 Financing and investment  

 Green, energy, environment, social business management 

 Information management 

 Leadership and organizations  

 Market life management 

 Management theory and philosophy development 

 New business creation and strategy management   

 Operational excellence with customer intimacy  

 Pedagogy to foster business management 

 Planning for profit and non-profit business 

 Quality issues in business   

 Resource allocation in local and global business 

 Sustainability and profitability 

 System and cybernetics management 

 Technology and innovation management 

 Tutorials in management  

 Other related topics 

Notes for Prospective Authors  

Submitted papers must original manuscripts that have neither been 

previously published, nor currently reviewing for publication elsewhere. 

Full author guideline, academic research ethics and copyright 

agreement policies are available upon requests. All submitted 

manuscripts are refereed through a double blinded peer review process. 

KINFORMS, a subdivision of INFORMS, USA, has published the 

Journal twice a year, June 30 and December 31, respectively. 
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