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Abstract: For a long time, various companies and organizations have used traditional courts or other legal tools to
resolve different complex disputes or problems. However, numerous influencing factors often interrupted this
formalized problem-solving approach. In the countries of the former Eastern bloc, under the former communist
system, the Party often acted as mediator. This, of course, has changed totally since the political system has
become democratic. Our study investigates conflict-solving styles, procedures and processes in Central Europe —
the Czech Republic, Slovakia and Hungary. The study done in 297 companies in these three countries show that
conflicts between individuals, employees and the company are found most often, while problems between the
local company and associated parent companies are less frequently found. Regardless of the country, companies
have spent at least 10% of their working time dealing with internal conflicts. Some 79% of organizations focus on
managing external conflicts for at least 10% of their working time, while around 9% of companies use mediation as
a method of resolving conflict. The organizations in the study do not differ from country to country in terms of the
use and success of mediation practices.
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Caxerak: [lyro BpemeHa Cy pasHe KOMNaHwje 1 opraHu3auuje KopucTune TpaauLMOHanHe CyaoBe U apyre
npaBHe anate 3a pellaBare PasNMuMTUX CRIOXKEeHUX Cropoea wunn npobnema. Mefytum, Gpojun akTopm
yTiUaja 4ecto cy npekupanu oBaj (hopManu3oBaHW NpUCTyNn peluaBaky npobnema. Y 3emsbama Gusluer
ncTouHor 6roka, nog GUBLLMM KOMYHUCTUYKMM CUCTEMOM, NapTuja ce YeCTo MoHaLuana kao nocpeaHuk. To ce,
HapaBHO, MOTMYHO MPOMEHWMO OTKAKO je MOMUTUYKKA CUCTEM MOCTao AEeMOKpaTCkM. Hawa ctyauja uctpaxyje
CTUroBe, MOCTYMKE U MpoLece peluaBawa cykoba y LeHTpanHoj EBponu - nocebHo y Yelwukoj, Cnosaukoj u
Mahapckoj. 297 komnaHuja Koje Cy npoyyaBaHe y OBe TpU 3eMrbe nokasyjy Aa ce cykobu uameRy nojeanHaua,
3anocnenunx 1 npeayseha Hanase 4ecTo, AOK ce npobnemn uameNy nokanHe KoMNaHuje ¥ NOBEe3aHNX MaTUYHIX
komnaHuja pefe Hanase. be3 063upa Ha 3emrby, komnanuje cy npoeene Hajmawe 10% CBOr pagHoOr BpemeHa
GaBehn ce yHyTpalbum cykobuma. Oko 79% opraHusaumja okycupa ce Ha ynpaBrbake CroSbHUM cykobuma
ToKOM Hajmarbe 10% cBOr pagHor BpeMeHa, Aok oko 9% KomnaHuja KopucTy Meavjaumjy kao METOA pellaBatba
cykoba. OpraHusaumje y CTyamjn Ce He pasnukyjy o4 3emibe 40 3embe y nornedy ynotpebe u ycnexa npakce
Meaujauvje

Krby4He peun: cykob, ynpasrbatbe cykobuma, nocpefoBarse, kKoMepLujanHo nocpegosatse, Yeluka, Mafhapcka
1 Cnoayka

JEJ knacudmkaumja: J28, J52

Introduction

According to the representatives of conflict theory, all human societies are fundamentally
characterized by conflicts, which are necessarily a harmful phenomenon and do not
promote social development. The main representatives were Plato, Marx and Engels,
Weber, Pareto and Lenski (Lovasz, 2009; Réssel, 2013). In contrast, there are
representatives of the theory of harmony, whose human societies are fundamentally
characterized by the cooperation of the members, the conflict is only extraordinary and
dysfunctional. Representatives of the theory were Aristotle and Adam Smith.

For a long time, reference to divine providence and existence were the basis for
solving problems (Treacy, 1948). Investing in confrontation wastes both time and energy
and consumes resources originally meant for something else. Swift action is necessary if a
conflict arises, otherwise the situation may lead to a deeper, escalating forms of
confrontation (Yusuf & Pretorius, 2017). If the unfavorable situation is prolonged and not
managed correctly, the chance of concluding an agreement between the parties involved
decreases rapidly (Patterson et al., 2011).

The number of individuals or groups involved in a dispute may vary. When an
outside-party is asked for assisted negotiation, it might provide a solution acceptable by all
impacted parties (Moore, 2003). Conflict-solving can be much more organizationally
effective and cost-efficient compared to neglecting the problem or becoming involved in a
long and expensive process of litigation.

This study focuses on the conflict-solving styles and procedures present in Central
Europe, and it aims to compare the methods and processes of conflict-management in three
post-socialist countries — the Czech Republic, Slovakia and Hungary.
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In the introductory part, the paper reviews the peer literature and defines the possible
forms of facilitation available to resolve conflicted relationships, in particular focusing on
the normal methods of conflict escalation and intervention strategies. This discussion is
followed by the presentation of conflict-management procedures in the field of business
activities with a special focus on the patterns and tendencies of the three countries
investigated.

1. Theoretical background

1.1. Organizational conflict

The term conflict comes from the Latin word confligo, which means confront, oppose or
counter. By organizational conflicts we mean the encounters that primarily occur at
workplaces. These encounters are between individuals or groups and based on real or
perceived differences in goals, means, preferences and perspectives (Kelly, 1970; Kathman
& Kathman, 1990; Stone et al, 2000). There are several types of conflict in an
organization. The nature of conflict is either related to processes, tasks or relationships
(Kurtzberg & Mueller, 2005). With regard to conflict management, it is important to
discuss the parties in conflict, the escalation of conflict, individual conflict-management
strategies, the deepening of conflict and forms of more informal and more institutionalized
mediation.

1.2. The parties in conflict

According to Griffin (2010, p. 597) “conflicts in an organization are either between or
within groups”. Conflicts within a group usually develop in an organizational unit between
individuals, whereas conflicts between groups generally appear among horizontal (e.g.
conflict between research & development team and engineers) and vertical (e.g. middle and
senior management) units in an organizational structure (Katz & Kahn, 1966). Mastenbroek
(1991) establishes four types of conflict relationship between groups:

— In the case of instrumental relationships, organizational units are bound by a certain
structural and technical interdependence. This mutual dependence results in a tight
cooperation in task distribution and coordination. This type of relationship facilitates
logistics or formal decision-making processes. Conflicts usually emerge from different
perceptions of short-term, operative goals and planning horizons.

— Socio-emotional relationships feature informal interpersonal relations. Conflicts are
based on sympathy and antipathy.

— Power relations within an organization are connected to formal and informal positions,
which have interest enforcement and manipulation potential. Conflicts are about the
acquisition and utilization of power.
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— Negotiation relations develop between organizational units in connection with the
division of limited resources. Fundamentally, the allocation of resources serves as the
basis of conflict.

1.3. Escalation of conflict

Glasl (1999) describes nine stages of conflict escalation. Methods of intervention change as
conflicts deepen. He points out that, after a certain stage, conflict resolution is only possible
by involving third party mediators. According to Glasl (1999), escalation occurs in the
following ways:

1. Hardening. Due to different positions (emotions, interests etc.), tension arises among
the parties.

2. Debates. Preliminary discussions lead to verbal confrontation, which means open
communication, debate and polemics between parties. At this stage, the parties can
agree on a constructive solution.

3. Without words. As parties fail to resolve their conflicts in the previous stages, they
usually choose to withdraw from direct interaction, maintain distance or cut/minimize
communication with the other party.

4. Coalition. Conflicting parties attempt to acquire allies and get them involved in the
situation. These third party allies provide support; empowering the position of the
supported party, this in turn leads to increased opposition and negative attitudes.

5. Loss of face. At this stage, parties initiate a psychological assault towards each other.
Opposing parties try to draw the attention of their allies to the other party’s false
position (values, interest etc.). The goal of this behavior is to destroy the other party’s
face/authority in public.

6. Strategies of threats. The level of tension increases between the parties and, as a
result, they want to force a solution. Hence, they declare an ultimatum against each
other. These threats further deepen the conflict; however, it is still not a psychological
stage.

7. Limited destructive blows. At stage seven disapproval increases further. Trust fully
turns into mistrust. Both parties presuppose bad intentions on the part of the “other” so
that violent measures can be justified. Forms of verbal (e.g. gossip) and physical (e.g.
slap) aggression appear.

8. Fragmentation of the enemy - Aggression intensifies. The goal is to destroy the other
party and its subsystems (allies, coalitions). The purpose of aggression is to force the
other party to step out of the situation (e.g. quit the job, move from the neighborhood,
divorce, physical destruction...etc.).

9. Together into the abyss. At the last stage, aggression between parties escalates to the
point that they further increase their efforts to destroy the other at all costs. In extreme
cases, risk of self-destruction becomes apparent.
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The first three stages can result in a win-win situation. It is possible to achieve a
joint solution at this stage. Consequently, resolution of conflicts can bring satisfaction to
both parties. In this case, conflict is constructive.

Stages four to six are called win-lose stages. A solution acceptable to both parties
can only be obtained by using third party neutral mediators. A solution enforced by any of
the parties means victory for one party and defeat for the other. These types of conflict are
destructive.

Stages seven to nine are called lose-lose stages. It is difficult for parties to remain
objective when they perceive that others disagree with or even disapprove of their point of
view (Jehn, 1997). A solution that is acceptable to both parties can no longer be obtained by
using third party, neutral mediators. Damage has been done and the only sensible goal is to
mitigate any further losses. The only solution is through the involvement of outside
authorities, such as court of law or the military. These types of conflict are clearly
destructive.

Glasl’s escalation model is an important diagnostic tool to understand conflict and
sensitize people. Yasmi et al. (2006: 541) outline Glasl's model as "a detailed description of
the levels of escalation". If we understand the inner logic of conflict and the situational
pressure on parties, we can consciously make efforts to oppose these self-driven escalation
mechanisms (Jordan, 2000).

1.4 Conflict management strategies

The first conflict-management strategy model was described by Blake and Mouton (1964)
in the mid 1960s. They proposed five categories of conflict management styles: problem-
solving, accommodation, forcing, avoidance and competing. The concept of these authors is
closely in line with their widely publicized leadership style grid model. In the seventies,
Thomas and Kilmann (2008) reinterpreted interpersonal conflict management strategies in
the organization. To date, the best known categorization of conflict management strategies
is their five-type model: competition, collaboration, accommodation, avoidance and
compromise. The concept was further developed by Pruitt (1983) in the eighties. In his
model, four different types of strategy were identified — based on individual or common
interests. According to Pruitt, the parties to a conflict consider the self-confidence and
cooperation of themselves and the other party when choosing a conflict management
strategy. The parties to the negotiation choose between the following four strategies (one or
more: yielding (low assertiveness / high cooperativeness), problem solving (high
assertiveness / high inaction (low assertiveness / low cooperativeness) and contending (high
assertiveness / low cooperativeness).

Kuhn and Poole (2000) later suggested a two-type model of conflict: distributive and
integrative. According to the distributive model, only one side can be the winner; the other
loses. In the integrative model, both sides can win. This model lays great emphasis on
compromise. DeChurch and Marks (2001) analyzed several models of conflict-management
and concluded that all strategies can be described by two dimensions: one is activity, and
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the other is collaboration. Rahim (2002) expanded this theory by claiming that one
dimension is about expressing own expectations and demands, whilst the other is taking the
other party’s expectations into consideration. In his model, Rahim introduced five
strategies: integrating, obliging, dominating, avoiding, and compromising. Other authors
assert that EI (Emotional Intelligence) helps the implementation of the constructive conflict
management approach. This was particularly the case with subordinates (Akerjordet and
Severinsson, 2007).

1.5. Mediation as alternative conflict resolution tool

Mediation is a dynamic, structured, interactive process, in which a neutral third party
supports the opposing parties in resolving their conflict with the help of special
communication and negotiation techniques (Mareschal, 1998). The historical root of
mediation dates back to the 20th century United States, when the government issued
regulations in order to settle conflicts between employers and employees. As part of the
legislative process, in 1947 the Taft-Hartley Act was passed leading to the establishment of
the Federal Mediation and Conciliation Service (Strasser & Randolph, 2008). Mediation

comprises three distinctive parts (Riskin, 1994).

1) It is based on consensus, so that only the opposing parties can decide whether to reach
an agreement or not. A mediator never forces anything on the parties.

2) It is private and confidential, so that privacy and being free from prejudice is
mandatory. Nothing discussed within the framework of mediation can be given any kind
of publicity.

3) Mediation is not based on rights and obligations, but rather on demands and interests.
Mediation does not focus on past events and the reasons behind failures, but rather on
solutions and the future.

The scientific relevance and disciplinary perspectives of mediation is wide ranging.
Scholars from different fields are interested in conflict resolution and in its practical
benefit. Table 1 shows the summary of disciplines that study mediation, the typical
application contexts and main issues dealing based on Morasso (2011).

Table 1: Fields of mediation

igﬁgﬁ Typical application contexts Main issues

Juridical studies | Family mediation, penal | Alternativeness, advantages of mediation in
mediation, commercial and | comparison to other form of dispute resolution,
business mediation educational background of mediators

(Social) Family mediation, | Conflict, restoring relationships

psychology community mediation,
(school mediation)

Economics and | Commercial and business | Economic advantages for individuals,

finance mediation, financial | corporations and other institutions, conflict in
mediation corporations, mergers, etc., rationality of

economics agent in conflictual situations

Sociology Community mediation, | Restorative justice, social effects of mediation

social dispute mediation
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Political International mediation, | Conflict, negotiation, role and personality of third
sciences political mediation, social | parties in international processes, power issues
dispute mediation

Argumentation Family mediation (divorce | Quality of argumentation and quality of

mediation), community | mediation. Mediator’s communicative
mediation, business | instrumentation for fulfilling their task
mediation.

Source: the authors’ own research based on Morasso (2011)
1.6. Commercial/business mediation

Mediation offers parties a chance to gain deeper understanding of their dispute and
limit the cost of extended legal action. Today wide spectrum of organizations need
mediation services. Empirical research on commercial mediation is still rare. Filler (2012)
show the diversity of styles, approaches and forms of mediation developed in Europe. The
goals of commercial mediation are clear-cut: minimizing costs and losses in an relevant
way. A mediator concentrates on resolving the conflicts between economic parties and on
working towards the development of a mutually acceptable resolution. Commercial
mediation can be effectively used in a variety of ways: to solve legal and compensation
disputes, to settle agreements between creditors and debtors in liquidation procedures,
resolving disputes between employers and employees, in concluding disputes related to task
management, human resource problems, workplace bullying and abuse, as well as ending
disputes related to copyright and intellectual property.

2. Country-specific issues of conflict management and
commercial mediation

2.1. Commercial conflict management in the Czech Republic

Mediation found its way into the Czech Republic shortly after the collapse of socialism in
1989. It was introduced by American professionals from the non-governmental
organization Partners for Democratic Change. Local professionals realized the benefits of
mediation and established the Centre of Agreement and Partners in 1991 (Hola, 2011).
From 1993 onwards, mediation was introduced for municipalities in the form of
Conciliation Boards to help in solving conflicts within local communities. The members of
the Board worked on a voluntary basis, free of charge in their free time. The first
Conciliation Board was established in Prague and today it is still present in major cities
such as Ostrava, Pardubice, and Vsetin (Hol4, 2015). The Association of Mediators in the
Czech Republic was established in 2000 and the Chamber of Mediators and Facilitators in
2012.

Mediators have been very active in promoting mediation to both law professionals
and the general public by publicizing conferences, lectures, speeches, articles and media
interviews. They do it both individually and in cooperation within several professional
organizations. Conferences, training and other forms of education are also arranged by
these organizations and universities for professional mediators to help them in their growth.
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There are several non-governmental organizations established by mediators such as
Association of Mediators of the Czech Republic in 2000 and Chamber of Mediators and
Facilitators in the Czech Republic in 2014. Competition “The Mediator of the Year”
started in 2019 by Centre for Dispute Settlement (Centrum pro feSeni sport s. r. 0) and
media and educational group EPRAVO.cz. under the auspices of the Minister of
Justice of the Czech Republic. There are categories: family mediator, business mediator,
pro bono mediator, legal person supporting mediation, counsel mediator, legal office
supporting mediation and mediator between victims and offenders. Mediation is also an
academic subject within the curriculum in law faculties, e.g. Law Faculty of Charles
University in Prague started teaching mediation in 2014.

The Probation and Mediation Act. No. 257/2000 Coll. was passed to serve the needs
of the criminal justice. The Mediation Act No. 202/2012 Coll. was passed in 2012. It
regulates all aspects of civil mediation — the process of mediation, the responsibilities of
mediators, confidentiality and oversight, the process of becoming a registered mediator, the
examination for registered mediators and the breach of responsibilities too. There are
currently 240 registered mediators according to the official list published by the Ministry of
Justice of the Czech Republic and dozens more who are not registered. Some are working
on an individual basis, others are located in mediation centers. Some mediators practice
mediation in all areas of law, whilst others specialize in certain areas — namely business
law, family law and trade union settings. To become a registered mediator, one has to pass
written and oral exams administered by the state authority.

The Ministry of Industry and Trade is a very active promoter of mediation. It
organized the Out-of-Court consumer mediation and arbitration pilot project for two
consecutive years — 2008 and 2009. Its main goals were to help resolving disputes,
minimize the time spent on consumer confrontation, maximize mutual agreements,
motivate voluntarism, strive for impartiality during proceedings, ease accessibility and
lower financial demands on the contending parties involved. Completion of conflict
resolution was set to 60 days (ideal time) or 90 days (maximum time). Mediation was free
of charge for participants (entrepreneurs and consumers); mediators and attorneys were
paid by the Ministry. The Ministry of Justice, the Ministry of Finance, the Chamber of
Commerce of the Czech Republic, the Court of Arbitration of the Chamber of Commerce
and Agriculture of the Czech Republic, the Association of Mediators and Consumer
Organizations all cooperated in these projects. In total, 22 contact places were included in
the project, whilst 28 mediators and 59 arbitrators, who met the qualification criteria, were
listed on the online pages of the Ministry of Industry and Trade.

From 1 April to 31 December 2008, there were 1077 requests for dispute resolutions
from the three largest cities of the country — Prague, Ostrava and Brno. Some 862 cases
were successfully concluded. Of these, 320 cases were successfully resolved simply by
providing information and recommendations on the spot. In 49 cases mediation, and, in one
case only, arbitration was carried out. In the remaining 492 cases one of the parties did not
agree with the proposal for an out-of-court solution or did not react within the designated
period. Typical subjects of dispute were complaints about various types of product such as
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laptops, furniture, cameras etc. This project shows that if the government promotes
mediation, positive results will appear.

2.2. Commercial conflict management in the Slovak Republic

Mediation in Slovakia is described and regulated in Act No. 420/2004 Coll. on mediation
and amending certain laws. Based on Article 1 (2) of this law, mediation is an extra-
judicial action in which the parties settle a dispute arising from or concerning their contract
or other legal relationship through a mediator. Referring to Article 1 (3) of this Act, a
mediator may be any natural person registered in the Register of Mediators at which the
persons involved in mediation agree, and the mediator concludes mediation agreements
with the persons involved in mediation in accordance with Article 1 (14) of the Slovak
Mediation Act 2004. In 2014 a team of experienced authors processed a Commentary on
the Act No. 420/2004 Coll. on Mediation. The commentary (Budjac et al., 2014) addresses
the mediation process in detail, the legal nature of mediation agreement, the eligibility of
mediation and professional mediator training, the control of mediation activity and the
specifics of mediation in consumer disputes.

As part of the long-term programs of the civic association PDCS (Partners for
Democratic Change in Slovakia), Conciliation Boards were established in Slovakia in 2015.
In addition to the center established in Bratislava, a mediation center in Banska Bystrica
and the Conciliation Board in PreSov and Levice were also established. The Conciliation
Boards in Nové Zamky, Rimavska Sobota and Kezmarok had been PDCS branches for four
years (PDCS, 2019). These Conciliation Boards are voluntary associations of people from
different profession fields, whose task is to help citizens or groups resolve their disputes
and conflicts through mediation.

The scientific literature addressing the issue of mediation also exists in Slovakia.
The practical legal guide “Mediation” (Swanova et al., 2016) focuses in particular on the
practical aspects of mediation and changes to the Mediation Act implemented in 2016.
Beyond the legal analysis and interpretation, it provides a comprehensive view of
alternative conflict resolution through the mediation method. The brochure, “Possibilities of
Mediation in Self-Government or from a Mayor to Mediator” (Kutlik, 2008) introduced the
basic mediation skills to municipalities, focusing on avoiding disputes and improving
human relationships.

The Office of the Association of Towns and Communities of Slovakia distributed
this brochure to all towns and villages. The aim was to teach the representatives of
municipalities — mayors, councilors and employees —how to resolve disputes through
mediation. At the same time, they can also learn how to avoid conflict arising in villages
and towns. The publications “Mediation in Healthcare” (Kutlik, 2017) and “School and
Peer Mediation” (Bieleszova, 2017) were prepared for specific groups, addressing the
patient — healthcare worker, healthcare worker— healthcare worker and pedagogical and
professional school staff-pupil-student-parent relationships. The absence of interaction or
different attitudes to cultural or religious values may disturbed interpersonal relationships at
the workplace and can generate a wide range of conflicts. Publications bring alternative
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ways of resolving a particular problem through implementing the mediation process.
“Applying Mediation in Civil Law” (Mrazek, 2012) is a publication designed especially for
university students.

There is a low intensity of mediation research in Slovakia, and so every survey
initiative is valuable. Pruzinska (2007) asked mediators registered on the List of Mediators
published on the website of the Ministry of Justice of the Slovak Republic to complete a
questionnaire. The total number of mediators at that time was 145, with 5% of the sample
examined consisting of lawyers and 45% of non-lawyers. During the 2.5 years following
the implementation of the Act on Mediation, the number of mediated disputes increased by
128 for the sample of mediators. These mediators helped the parties to reach an agreement
in half of the cases. The mediation agreement ended civil, family, commercial and labor
disputes. Recent research by the Theological Faculty of the University of PreSov and
Mediation Centre (2016) focused on how informed the respondents were about mediation
as a technique to resolve conflicts and disputes. There were 61 respondents involved in the
survey and their ages are shown on a scale from 20 to 69. Most of them, 80% of the
respondents, had experienced civil litigation in the past; whereas a minority specified
family, commercial and labor disputes. Whilst 69% know what the term mediation means,
half of the respondents are aware of where to contact a mediator if needed. The respondents
reported the benefits of mediation as being ‘financially advantageous’, ‘faster and easier’.

Many young people consider mediation as an interesting area for their own
professional activity in Slovakia, and we have statements and interviews of mediators on
TV, radio and on the Internet. Offices and their staff offer expanding services in family,
neighborhood litigation, labor litigation, property, civil and commercial litigation.
Mediators are available, and, as they operate in regional cities, it is quite easy to contact and
meet them. The initial consultation is usually free of charge and is an initial assessment of
the specific case — of the dispute. Accepting the case, its comprehensive study and solution
is charged. The mediator is either called by both sides of the dispute at the same time or is
called by one of the parties and he contacts the other after that. The prerequisite is the
consent of all parties to the dispute to start the mediation process. The usual outcome of this
is a mediation agreement, which contains the consensus of all those involved. Mediation is
not recommended in cases involving fundamental human rights and constitutional rights.
The average mediation lasts from one day, but, depending on the complexity of the dispute
and the number of parties involved, may extend to several weeks.

2.3. Commercial conflict management in Hungary

In Hungary, the National Mediation Association was established in 2000. The
association is an NGO, and, according to its statutes, its aim is to popularize mediation as a
means of conflict-management in Hungary. A further aim is to organize the work of
professionals in the field of mediation education and practice. The main activity of the
association is to support, organize, and coordinate the work of mediators, furthermore to
represent and protect the interest of these professionals and use these activities to promote,
introduce, teach and create research related to processes of mediation. The association
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constantly seeks to adapt international research findings, organize conferences, training and
cooperate with national and international organizations .

Mediation activity has been under the supervision of national legislation since 2002.
The 2002 LV. Mediation Act defines the term mediation, and, according to the Act,
mediation is a unique conflict-management, dispute settling procedure that aims to settle a
dispute between the opposing parties by involving a neutral third party (mediator) in order
to solve the disputes with a written consensus. The role of the mediator is to be unbiased
and contribute to a dispute settlement agreement to the best of their knowledge (Lux, 2014).

A government decree (Act No. 185/2009. Coll.) amended the 2002 Mediation Act
(IX. 10.), which regulates how one can use an official mediator. The regulation defines the
conditions under which one can become an official mediator, and how the person can be
registered as such.

The training requirements and participation therein are determined in the 63(XII.
17.)IRM regulation. The Bill regulates in detail the requirements to be fulfilled to become a
mediator and how to acquire the necessary credit points. According to this, mediators need
to complete a 60-hour theoretical training program and, during their practical training, they
also need to present at least one mediation case study which was completed.

The 2006 CXXIII. Bill of Mediation Practice in Criminal Cases, which became law
on 1 January 2007, defines how and when to use mediation in criminal cases. This Act
makes reparations possible as a component of a mediation agreement.

The 2016 CXXX. Code of Civil Procedure, effective on 1 January 2018, enables the
use of mediation in corporate disputes. After the initiation of the lawsuit, it is possible to
have a mediator involved, for example, when a company general meeting wants to exclude
a member, or when conflicts arise between family members in a family business, or
between employer and employees in an organization.

Research in the field of mediation gathered momentum after Hungary’s democratic
transformation. The National Scientific Bibliography Database, also known as MTMT in
Hungarian, contains 318 articles with the keyword “mediation”, 479 publications with the
word “mediator”, and 63 use the term “alternative dispute settlement”. The first paper in
this research field dates back to 1973, but the next did not appear until 1989. The topic
became more popular after the democratic transformation, although it is still lacking
research material.

2.4. Country specific frameworks of commercial conflict
management

In countries in the developed world, such as the United States, the United Kingdom, or
even Belgium, various forms of mediation have been used in labor disputes for nearly 70
years (Potocnik et al, 2019). Today, four different models have emerged in the European
Union. One model is the completely voluntary model. The other is a voluntary model that is
helped with some financial support, while for the third model, it is initially mandatory to
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use a mediator. And finally, there is the model where mediation is mandatory before any
legal act (Elgoibar et al., 2019). In addition to the relatively weak and declining trade union
activity (Morley et al, 2015; Cranet, 2017), the first and second models are the now
common in Eastern Europe including the analysed three countries.

Table 2: The national approaches to mediation in Czech Republic, Hungary and Slovakia

Characteristics of Czech Republic Hungary Slovakia
mediation

What Disputes that cover all Family,  divorce, relationship, | ® Family ligitation,
disagreements legal issues except commercial/business, neighbourhood
(formal vs. less) criminal law, which is organizational, other dispute litigation, labor

does  mediation
cover?  Formal
disagreements
covered only vs.
Less formal
disagreements
covered.

regulated and mediated
separately.

resolution  (educational, labor,
health, office, minority etc. )

Both formal and less formal
disagreements covered.

litigation, property,
civil and commercial
litigation,

e Mediation is not

recommended in cases
involving fundamental
human  rights and
constitutional rights

Mediation is
general vs.
contextually
specific (by
industry or
institution) (as
may be the case
in Slovakia)

Contextually  specific
by several areas,

Contextually specific by several
areas

Contextually specific by
several areas

Mediation is
nationally
standardized vs.
regionalized

Regulated by  Act
No0.202/2012 Coll. —
Mediation Code

Regulation: 2002 LV.
Mediation  Act; Act No.
185/2009. Coll.; 63(XIL. 17.)
IRM; 2006 CXXII. Bill of
Mediation Practice in Criminal
Cases; 2016 CXXX. Code of
Civil Procedure

Mediation Centers are
established in each county by
national mediation office
(https://mediatoriroda.hu/)

. Regulated in Act No.

420/2004 Coll. on

mediation and
amending certain
laws,

. Mediation  Centers

are established in
district towns on
regional level

Mediation is by
government
financed vs. paid
for by fees from
the parties.

If ordered by the court,
it is paid by the state.

If not ordered by the
court, then the parties
hiring a mediator pay
mediation fee equally
to the mediator (unless
agreed otherwise).

Some providers offer a free
mediation service, but there is
none from the state.

Otherwise, most of the mediation
service is paid

. The initial
consultation is
usually  free  of
charge,

e Accepting the case,
its  comprehensive
study and solution is
charged,

. The mediator is
entitled to be paid
for the performance
of mediation
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Mediators
regulated and
registered, with a
certification exam
required Vs.
Volunteers?

e  The mediator can be
any natural person
registered in the
Register of Registered
Mediators, who:

a) is fully competent to
perform legal
acts,

b) has no criminal
record,

¢) obtained a master’s
degree from
university,

d) successfully passed
state mediation
exam,

e) was not barred from
the Register of
Registered
Mediators in past
S years according
to Act
No.202/2012
Coll. § 22,

f) paid administrative
fee to Ministry of
Justice.

Based on Act LV of 2002 the
Ministry of Justice shall maintain
a register of mediators, also
containing the names of legal
persons and unincorporated
business associations employing
mediators. The training
requirements and participation
therein are determined in the
63(XII. 17.) IRM regulation.
Mediators need to complete a 60-
hour theoretical training program
and, during their practical
training, they also need to present
at least one mediation case study
which was completed.

The mediator can be
any natural person
registered in the
Register of
Mediators, who:

g) is fully
competent to
perform legal
acts,

h) obtained a
second
university
degree,

i) is innocent,

j) has a certificate
of successful
completion of
the mediator's
professional
training and
completion of
the mediator's
professional
examination

Source: the authors’ own research

3. Methodology

3.1. Questionnaire and hypotheses

Commercial conflict management research was conducted in three countries: the Czech
Republic, Hungary and Slovakia in 2018. The method of sample collection for the given
survey was as follows. The respondents completed the questionnaire voluntarily; the
questionnaire typically consisted of closed questions, generally based on nominal variables’
the questions could be divided into several groups. The structure of the questionnaire is
summarized in the following table 3.

Table 3: Structure of the questionnaire

Organizational Characteristics

Organizational Conflict

Mediation

e Company size

e Main activities (sector) of the
organization

e Company ownership

o Characteristics of employees

e Internal processes for
managing conflicts

e Types of conflict

¢ Conflict-management
methods

o Use of mediation

o Effectiveness of mediation

¢ Willingness to introduce
mediation

Source: the authors’ own research
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Among other things, the authors analysed the wvalidity of the following
hypotheses:

Hypothesis 1: The organizations in the study differ from country to country in
the use and success of mediation practices.

Hypothesis 2: The nature of conflict and the success of mediation are influenced
by the size of the organization.

3.2. Sample characteristics

Some 297 companies completed the questionnaire: 101 from the Czech Republic, 108
from Hungary and 88 from Slovakia. Based on organizational size, 42% of the
companies surveyed had fewer than 51 employees; 35% had more than 51 but fewer
than 500; some 20% had more. In terms of country, 26% of the Czech companies
employed fewer than 51 people, whilst 36% employed between 100 and 500.

The largest proportion of Hungarian companies (46%) employ fewer than 51
people, and in the Slovak sample 53% were also small companies (with 50 or fewer
employees).In terms of activity, the companies were most active in the following
sectors: 13% in sales and trading, 13% in manufacturing, 12% in services, 12% in
electrical energy, and 6% in transport and logistics.

According to a country-by-country analysis, Czech companies accounted for
30% of the manufacturing and 18% of the energy industry. Hungarian companies
provided services in 20% and sales and trading in 10%. The Slovak sample was also
dominated by organizations in the sales and trading sector (13%), and by
manufacturing companies (13%).

In terms of ownership, 52% of Czech companies were Czech-owned, 74% of
Hungarian companies were Hungarian-owned, and 72% of Slovakian companies were
Slovak-owned. In this respect, the firms operating in the three countries were
significantly different from each other (Chi-square test: 13.146 df: 2, sign: 001
p<.05).In the case of Czech companies, foreign owners were mostly American, French
and German (17% -17% -17%). The Hungarian companies had American (35%) and
Slovakian organizations, German and American owners (36% -12%). Some 35% of the
companies surveyed had foreign workers. This is typical of 60% of Czech
organizations, 24% of Hungarians and 22% of Slovak companies employing non-
domestic workers. Organizations differed significantly across countries on this issue
(Chi-square: 40.493 df: 2, sign: 000 p<.05).

Looking at the proportions of women and men, in 44% of companies, the
proportions are nearly equal - over 60% were men in 24% of organizations, and far
more women, up to 60%, were employed by 13% companies. Czech companies have
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the highest proportion of women to men (38%), similarly to Hungarian organizations
(51%) and Slovak companies (44%).

3.3. Analysis

During the research, the responding organizations were asked to conduct a regular
employee engagement survey of the organizations. Some 36% answered yes and 64%
refused. Examined by country, the survey was conducted on a regular basis, while 64%
of Czech organizations, 29% of Hungarian organizations and 14% of Slovak
companies carried out such surveys on a regular basis. The Chi-square study shows a
significant difference by country: Chi-square: 55.592 df: 2, sign: 000 p<.05. The study
also found that 65% of companies with foreign employees had regular employee
satisfaction surveys, compared with only 21% of those who did not. The Chi-square
test confirmed the significant difference (Chi-square: 54.784 df: 2, Significant: 000
p<.05). Some 37% of organizations develop internal processes for managing conflict,
whilst 67% do not. About 30% of Czech companies do this, but 39% of Hungarians
and 43% of Slovaks. The research also asked what types of conflict can be expected
within the organizations. Table 4 summarizes the frequency of possible conflict types:

Table 4: Types of conflict

No Types of conflict %
1 | Between individuals 86.3
2 | Between company and employees 25.4
3 | Between teams 16.6
4 | Between Company and B2B Clients 16.1
5 | Between company and suppliers 9.7
6 | Between company and state 3.7
7 | Between a company and a foreign parent company | 1.7

Source: the authors’ own research

The data in Table 5 clearly show that conflicts between individuals and the
company and employees are the most frequent, while problems between the company
and the parent company are least frequently reported. These types of conflict have also
been examined on a country-by-country basis. The results are shown in Table 5.

Table 5: Types of conflicts by countries (%)

Types of conflict Czech Republic | Hungary | Slovakia

Between individuals 85.1 85.2 90.9
Between teams 14 259 8

Between company and employees 31 20.4 26.1
Between company and suppliers 13 9.3 6.8
Between Company and B2B Clients 25.7 7.4 15.9
Between a company and a foreign parent company 3 0.9 1.1

Between company and state 5 3.7 2.3

Source: the authors’ own research
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Based on the data in Table 4, the most frequent conflicts in the Czech Republic
are between individuals, between the company and employees, and between the
company and B2B clients. In the case of the Czech Republic, an intuitive assumption
was supported by the cross-tabulation analyzes: the more employees a company has,
the more frequently we find conflict between individuals. For example, 80 percent of
those companies which employ 101-500 people and 100 percent of those companies
which employ between 1001-5000 face this problem. Conflicts among companies and
employees most commonly occur in the case of large companies; in two-thirds of such
firms (employing more than 5,000 people), while in those with fewer than 51
employees this problem emerges only in one out of ten companies. Examining the
ownership structure in the Czech Republic, the frequency of conflicts between
companies and individuals is almost the same, about 80% for both domestic- and
foreign-owned companies. At the same time, in case of domestic-owned companies,
there are fewer conflicts between the company and its employees (26.9%) compared to
the foreign owned counterparts and its employees (35.4%). The appearance of foreign
workers in a given workplace does not really affect the proportions of individual
conflicts (if they are present, conflict rates are 86.4% and if they are not, 87.5%).

In Hungarian organizations, most often found problems occur between
individuals and teams and between the company and the employees. Based on the size
of the organization, it can be said that individual conflicts are more common
(frequency above 90%) in larger companies and among those which employ less than
50 employees (85.7%). One in two employers in the 51-100 group has had such an
issue, while for those firms with over 5,000 employees this proportion is only 20%.
Based on the ownership, there is no significant difference in the incidence of conflicts
between individuals. Individual conflicts occur with a frequency of 85.9% in
Hungarian-owned companies and 88.9% in their foreign-owned counterparts. Team
conflicts occur in 23.1% of domestic companies and in 37% of foreign companies.

Conflicts in Slovak companies are similar to those in Czech organizations. In the
case of Slovak companies, individual conflict is more common (91.5%) in smaller
firms (fewer than 50 employees) than in larger ones (75% for companies employing
1001-5000 people). Some 50% of companies which have more than 1000 employees
face conflicts arising between the employees and the firm itself, which is a much
higher proportion than what we can see in the case of small companies (10.6%).
Conflicts between individuals occur more often in Slovak-owned organizations
(92.1%) than in their foreign-owned counterparts (88%). Conflicts between the
company and the employers, however, are more frequent among foreign-owned firms
(17.5% for Slovaks and 48% for foreigners). Companies spend at least 10% of their
working time dealing with internal conflicts, while 2.1% of organizations spend up to
30-40%. Fully 86% of Czech companies, 73% of Hungarian companies and 81% of
Slovak companies spend at least 10% of their working hours responding to internal
conflicts. Some 79% of organizations focus on managing external conflicts for at least
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10% of their working time. 85% of Czech participants, 73% of Hungarian and 74% of
Slovak respondents do so. Some 9% of companies use mediation as a method of
resolving conflicts. There was no difference in the three countries' organizations in this
respect: Pearson's Chi test:, 847 df: 2, sign: 6.555, p>.05. 7% of Czech organizations,
11% of Hungarians and 10% of Slovaks use this tool. 88.7% of the organizations have
not used mediation in the last two years, but 4% of the companies have done so at least
once. The success rates of commercial mediation are shown in Table 6:

Table 6: Success rate (%) of mediation

Successfulness of mediation
%
Thanks to mediation, the disputes were settled and the parties reached a full agreement 72.4
Thanks to mediation, the disputes were settled and the parties partially reached an agreement. | 17.2
Disputes were not resolved, but no court action was taken. 6.9
Disputes were not resolved and court proceedings were initiated. 34

Source: the authors’ own research

On the basis of the frequency of success, it can be seen that most parties reached
a complete agreement in almost all cases. When examining success, no significant
difference could be identified between countries: Pearson's Chi-square: 6.059 df: 6-
sig.:417 p>.05.

Some 85.7% of Czech companies settled disputes successfully through
mediation; 14.3% did not settle the issues, however, no court proceedings were
initiated between the parties after the failure of mediation. In Hungary, 76.9% solved
the issue completely through mediation, 15.4% partially resolved it via mediation, and
7.7% went on to court. In Slovakia, 72.4% resolved the issue entirely through
mediation, 17.2% achieved only partial results through mediation, 6.9% did not resolve
but did not go to court as well, and only 3.4% went on to court. In the Czech Republic,
7.4% of the organizations surveyed will use mediation as a tool for conflict
management, in Hungary this statistic was 11.1% while in Slovakia it was 10.2%.
Finally, 73% of companies stated that they do not want to introduce mediation as a
practice at the company, but 20% will consider it as a conflict-management tool, 1%
will use it as a labor law instrument, and 5% reported they would use it as an internal
mediator. The characteristics and composition of the organizations did not show
significant differences.The organizations did not differ from country to country. In case
of conflict, 2.1% of Czech firms involve an internal mediator to resolve the issue; this
is true for 7.2% of Hungarian firms while 3.1% of them will use mediation as a labor
law tool. In Slovakia, 5% of respondents think that they will have an internal mediator
and 2.1% will use it as a labor law tool.

The authors also examined mediation in organizations based on company size,
as the second hypothesis is related to the number of employees. The researchers formed
three categories based on company size.
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The first group consisted of companies with fewer than 50 employees, the
second with more than 50 but fewer than 500 and the third with 500 employees or
more. There were 122 companies in the first category, 105 in the second and 67 in the
third. 3 respondent companies did not participate in the investigation since they did not
provide information on the size of their company. Cross-table analysis was used to
examine the extent to which each type of conflict is affected by the size of the
organization. The typologies of conflict as previously presented were: between
individuals, teams, company and employees, company and suppliers, company and
B2B clients, company and foreign parent company, company and state. Table 7 shows
the types where significant differences could be identified based on different company
sizes:

Table 7: Relationship between Conflict Type and Company Size (P = 0.05)

Between teams Chi-square test
Number of employees No Yes Value | df | Sign.
Fewer than 50 91.0% 9.0%
Between 50-500 79.0% 21.0%
500 and above 76.1% 23.9% 9041 2 0011
Total 83.3% 16.7%
Between company and employees | Chi-square test
No Yes Value | df | Sign.
Fewer than 50 88.5% 11.5%
Between 50-500 70.5% 29.5%
500 and above 56.7% 43.3% 24876 2 0
Total 74.8% 25.2%

Source: the authors’ own research

The data in the table suggests that, as the size of the company increases, the
frequency of conflicts between teams and between the company and employees also
increases. This is logical, since the more people work within an organization, the more
likely it is that conflict situations will occur. Although there was no significant
difference between individuals in the sample, it was supported by the fact that the
frequency of employee-to-employee problems was more common in a larger
organization than in a smaller one. Mediation has been used by at least 12% of firms
with fewer than 50 employees, 14% of those with more than 49 employees but fewer
than 500 and 8% of larger firms over the past two years. In terms of success, Table 8
summarizes the results:

Table 8: Relationship between Conflict Type and Company Sizes

Company size | Fewer than | Between 500
Conflict type 50 5 and and
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500 beyond

Thanks to mediation, the disputes were settled, and the parties 75.0% 66.7% 80.0%
reached a full agreement

Thanks to mediation, the disputes were resolved, and the parties 8.3% 25.0% 20.0%
partially reached an agreement.

Disputes were not resolved, but no legal action was taken. 8.3% 8.3% 0.0%

Disputes were not resolved, and legal actions were taken. 8.3% 0.0% 0.0%

Source: the authors’ own research

The data in the table show that mediation was the most successful in large
organizations, although the number of cases in which small entities eventually did go
to court was relatively small.

Conclusions

In our research, we aimed to examine how organizations practice mediation and
commercial conflict management in three Central European countries, namely in the
Czech Republic, Slovakia and Hungary. To do this, we looked at the concept of
organizational conflict, its escalation and the set of conflict-management strategies.
After the introduction of the theory, we analyzed the practice of organizational
mediation in all of the three countries. Mediation was introduced in all of them after
the change of the political system in the 1990s. The laws regulating it were passed by
legislativ bodies a few years later, at the beginning of the new millennium. Since the
system of mediation and regulations differs (See Table 2) in the three countries, we
assumed that mediation practice and success would differ too. Our second hypothesis is
that the nature of conflict and the success of meditation are influenced by the size of
the organization. Our questionnaire-based survey, including three topics
(organizational characteristics, organizational conflict characteristics, use of
mediation), was carried out at 297 companies (101 Czech, 108 Hungarian and 88
Slovak). Based on our results, both of our hypotheses are rejected. Surveys in the given
companies have shown that many forms of conflict can be identified — between
individuals, teams, between companies and their employees, and between companies
and their external parties (business partners and state). Results of the survey confirmed
firms still use mediation as a conflict-management tool in a relatively narrow range.
The authors therefore reject Hypothesis 1. Based on this, it can be stated that the
companies examined in the three countries showed no difference in respect of
mediation. Further research will show what drives management in companies not to
use a tool, which has proved itself successful.

Concerning the second hypothesis, there could be seen differences in terms of
mediation issue in organizations of different sizes, nevertheless it is not possible to
state unequivocally that they behave differently. The authors also reject this hypothesis.
Surveys at the given companies have shown that many forms of conflict can be
identified, yet firms still use mediation as a tool for conflict-management to a relatively
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limited extent. Slightly different types of conflicts dominate in the countries we
examined. In the Czech Republic and Slovakia, conflicts between individuals, conflicts
between companies and their employees, conflicts between companies and B2B clients
can be identified most commonly. Meanwhile, in case of Hungarian organizations there
is more often a problem between individuals, teams and in regard of companies and
their employees. Although mediation can be considered as a very successful tool,
organizations rarely apply it. In this respect, the authors reject their first hypothesis.
Based on this, it can be stated that the companies examined in the three countries
showed no difference in respect of mediation.

Overall, we can say that the practice of mediation has been on in the three
analyzed Central European countries; however, there are still huge untapped
opportunities in the field. The widest possible use of mediation can advance an
increase in organizational satisfaction (Bingham, 2004; Seargeant, 2005), a
strengthening of organizational trust (BIS, 2011) and an improvement in workplace
relationships (Saundry et al., 2013). Mediation has an impact on improving the conflict
management skills of leaders (Bingham, 2004) and on the development of problem-
solving skills too (Kressel, 2006). Ultimately, mediation also has an impact on the
entire organizational culture. The introduction of organizational mediation increases
employee trust in the organization itself, in the field of interpersonal relations (Olson-
Buchanan & Boswell, 2008) and, last but not least, it results in a reduction in the
number of conflicts (Mareschal, 2005). The aforementioned together increase the
efficiency of organizations, the functioning of organizations and thus the net output
performance.
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