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Company behaviour and its causes

The behaviour of a company can be defined as the way how the company is operating in its environment. Therefore the behaviour of a company is simply the sum of all decisions which are made by the employees of the company. In general, those decisions are based on central strategic goals, the organisational structure and the values of the company, which are to a large extent given through key decisions made by the companies’ leaders. Today, in most cases, especially with big and transnational companies, the traditional personal unity of manager and company owner has been lost. Now, shareholders try to control the management and to affect strategies. Employees, management and shareholders and their behaviour constitute the central and internal structure of corporational behaviour.  

But we can find several other reasons and influential aspects to explain the demeanour of a company. The so called task environment is a number of external factors such as suppliers, costumers, competitors or regulators, which affect nearly every decision-making process in a company.  

Furthermore, each company has to operate under a general environment. Technological progress, political frameworks, sociocultural values or international developments could be mentioned as examples. The term globalisation describes many trends which are influencing a huge part of the globe’s corporations. At least since the end of the cold war period, firms have to be aware of changes in the general environment even more. Besides this the general environment gets additional weight, because it is influencing the task environment and internal factors as well.    

Once the behaviour is defined by those factors, it determines the success of a company.

Fundamental changes in the general environment

In the year 1906 more than 50 % of the income of an average household in the United States was used to buy food. 1956 it was still the biggest expenditure, but significantly smaller. In 2006 the agricultural sector is below 5% of the GDP in nearly all developed countries. To get something to eat is not the problem any more. While children often shared their room 50 years ago, they have mostly their own today.  Houses are nobler and people have a lot more space. The same is true in the field of industrial goods like cars, phones or radios, it is quite similar. In western Europe  more phones than inhabitants exist today, while in the 50s having a phone in one household was still unusual. Societies became not only wealthy, they became rich. And even those developed economies are still growing in real terms per capita, although growth rates decreased during the last decades. Due to new technologies and inventions it will be possible to reduce costs further, to create new products for consumption or increase the quality of old ones. Theoretically this process even has to accelerate in the future, if we take into account that science, research and development are itself fast growing sectors. With China and India two new scientific hot spots have emerged, while the old scientific centres in Europe, US and Japan are increasing their expenditures. It is quite obvious that the societies of developed countries don’t have to be afraid of any essential shortage in materialistic terms. 

Most crucial are the changes in the area of IT. More and more goods and services are becoming either cheap commodities or are even provided for free. The idea of open source makes software, information and partly education available without any  costs. Communication costs decline rapidly and tend to go down to zero, which opens the door once again for more efficiency and progress.  With the internet new organisational patterns are possible and a new transparency of information is developing. 

These two factors, the general trend to more and more materialistic security as well as the internet revolution, are influencing the behaviour of companies already in many ways today. Corporations have to react to new opportunities like new markets, new products or new internal structures and in some ways companies started to adjust to the new possibilities which are given to the different influential factors.

A new role for the shareholder

The shareholder of the past tried to invest his or her money in a country, a region, a company in which the gainings supposed to be the highest for a certain time period. People who are risk averse invested in safer projects with lower rates of return, while risk affectionated investors went for more unknown and promising shares. Why should the shareholders’ role change? 

Of course, the main motive to invest money are interests, rises of stock prices or cash dividend, in one word, profits. This underlying motivation will not change. And the higher the profits the better. But why do people invest more and more in green or social investment funds since several years?

Why are there increasing donations of wealthy company owners, especially in the US? Due to the wealth of many shareholders, money seems to become less important to them. Each microeconomic course is teaching us the rule of the diminishing rate of return. The more money a person has, the less each additional dollar is worth. A high number of shareholders are reaching such a critical amount of money which leads to the fact, that other needs, like moral satisfaction or public reputation, become more important than additional earnings. Besides that, today’s media and the internet are boosting this trend. Shareholders have global possibilities to invest and much more possibilities to inform themselves about funds, companies or banks. Therefore companies with a green or ethical corporate identity will generally have less problems to find investors, and those found, might even have a tendency to invest in longer terms. 

A new role for the employee

According to Abraham Maslow, a need is no longer a motivator of behaviour as soon as it is satisfied. Other motives become more important and lead to different behaviour. This theory is evident for short-term decisions of subject such as when to sleep, to work, to eat etc. as well as for long-term decisions such as where to spend the next holiday or which kind of investment fund to buy. If you slept for ten hours, you might be more in the mood of having breakfast instead of continuing to sleep. If you lived for some time in a huge city, you might be interested in living on the countryside, because your need of having a city life might be satisfied. 

Having in mind that materialistic supply will increase constantly, we could consider that materialistic needs will not play a that important role any more, although the human nature and the advertising industry always create new desires. Increasingly there have to be found materialistic substitutions for emotional or psychological problems, to make people spend their money, e.g. in products of the lifestyle and beauty industry. But in the end these kind of problems can’t be solve by consumption.  With an increase in income other needs and motives are getting more important.

When it comes to employees companies must be aware of the trend that the height of the salary might be not any more the most important aspect. In order to attract high-skilled and motivated candidats more is needed than relative high wages.    

Students tend to be also interested in the reputation of the company and its values.  What is the product of the company? Is it socially engaged? How are their employees being treated?

This is also important for the employees themselves. If a company has a bad moral reputation due to repression of lower workers or controversial products such as cigarettes or mass-meat, this has mostly an impact on the motivation of the employees. Whereas a company which feels socially responsible for society or environment hasn’t only advantages in their marketing strategies but also in motivating its employees.   

A new role for the consumer

The maybe strongest force which is changing the behaviour of companies, is the new role of the consumer. In the past price and quality of a product have been the central basis for a buying-decision, ignoring the distortions caused by marketing. The green movement in western Europe and partly in the US as well as ethical scepticism towards the dependence of developing countries and the role of transnational corporations which led to the so called “anti-globalization” movement since 1999 could be seen as symptoms of the change in the consumer’s behaviour. For a growing number of people the ethical component that observes social issues of the product (Where and how was it produced? Does the company even employ children or dragoon their workers? etc.) and environmental issues (Is the product environmentally friendly? Does the company has a good or even green image?) has become an important aspect, often equal to price and quality. This becomes obvious if we have a look on the development in the marketing sector that took already place. Wal-Mart, Mc Donald’s, General Electric, RWE, BP or Toyota are only some examples of companies which use the technique of green marketing. Many  companies try to create an image of social responsibility through charity. But often consumers could not be sure about the creditability of those images, yet. While some companies put real effort into new environmentally friendly products (e.g. Toyota and it’s Hybrid-models) others use small and ineffectual projects and hype them just through marketing. In a globalized and more and more complex world it has became difficult to see through things.

At this point the second huge change of the general environment might by crucial. Media such as televison, newspapers or magazines became more sensible about those issues, but are not able to provide a clear and precise picture of the background of products and companies – the internet has the potential to control and inform in a much better way. The last years gave us an idea of what could be possible. NGOs, citizens’ initiatives, private persons are getting in touch more easily. Networks were built and discussions take place in blogs and chats. Due to e-mail and the decline in communication costs information could be distributed faster and more directed. Many companies already made use out of those new technologies, rearranged their internal organisation and communication system, the consumers just started to do it. Having in mind the new concepts of open source (Wikipedia), the fast developing internet world with it’s born globals and the idea of networks (the more participants, the more powerful is each participant)  it is quite realistic that consumers will find a way of concentrating and sharing their information. Mobile phones that are able to read bar-codes or computer chips might be functioning as the weapons of the consumers. 

The general trend towards a new role of the consumer is based on the wealth of certain societies. Similar to shareholders and employees materialistic needs are more or less satisfied, which makes altruistic behaviour more realistic. In many of the rich societies in western Europe green parties have become an important political player. In the poorer countries of eastern Europe no parliament comprises a party which is created mainly for environmental issues – just one example which makes this connection obvious. But it is the internet that provides the technique to play such a new role effectivly and to get a strong influence on a companie’s behaviour. 

Conclusion

Considering several factors of influence, employees, shareholders and consumers have the highest influence on the behaviour of a company. The behaviour decides weather a company is successful or not. Most big companies are stock corporations with the common goal of high profits and therefore an increase in stock values in long terms. To reach this goal, the decisions of the company must be oriented at the shareholders’ and potential shareholders’ values. 

For more and more companies human capital became much more important than physical capital. If a company doesn’t take care about it’s human capital and the motivation of it’s employees, it has a tremendous disadvantage nowadays and will loose it’s competitiveness.  

Each firm, even the tiniest, is dependent on consumers who buy their products and services. As soon as a company does not anticipate current trends and the wants of the consumers, it will not gain from a first mover advantage, but if a firm ignores it’s general environment, it risks its existence.

Due to main changes in the general environment such as the achievement of a critical level of wealth, which leads to a change in behaviour of each of those groups and the IT-technology that provides new communication and information networks, companies have to change their behaviour in order to stay competitive.

The finding of capital, the motivation of employees and the sale must be seen in a new way. I showed for each of those points that a company could gain from a entire ethical corporate identity according to their internal and external relations. Ethical behaviour according to workers, employees natural - and business environment or in other words the creation of social capital seems to be a central precondition for the success of a company in the 21th century.
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