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MEBYHAPO/IHU YACOIIUC
3A EKOHOMCKY TEOPUJY U ITPAKCY U PYIITBEHA ITNTABA
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Yacomwc usiasu YCTHUPU ITyTa rOANIIHLC

EKOHOMMKA

Tommua LXI, IV-VI 2015, 6poj 2

W3JIABAY: JIpymrso exonomucra “ExoHomuka” Huin

CYU3ABAUU: Exonomcku axynrer y [puinruau, MTHCTUTYT 32 ekOHOMUKY TIoJboTIpuBperie - beorpan, dakynrer
3a TIOCIJIOBHE CTyAHje U IpaBo - beorpan, dakynrer 3a TpropuHy 1 6aHKapcTBO, YHHBep3uTeT Alda - beorpan.

TJIABHU 1 OATOBOPHU YPEIHHK:
Ipod. ap Aparossyd Cumonosuh
3AMEHUK I'TTABHOI" 1 O/ITOBOPHOI" YPEJIHUKA
Jp 3opan CumonoBuh

W3BPHIHU YPEJJHULIN:

Ipod. np Bojan Kpcruh

Exonomcxu gpaxynmem - Huw
Ipod. np CnaBomup Muneruh
Exonomexu gpaxyrmem - Ipuwmuna
IIpod. np bnaroje [Taynosuh
Exonomcku ¢paxyimem — beoepad

[pod. np [dparo L{ujanosuh

Hncmumym 3a exonomuxy nomonpuspeoe - beoepad
Ipod. np XKusora PanocasiseBuh

Dakynmem 3a nocnosHe cmyouje u npaso - beozpao
Jlp Anexcannap bypuh

Munucmapcmeo npasoe Penyonuxe Cpouje- Beoepad

YPEJTHULIA CAPATHULIM:

Ipod. [lp Cuexana Hekuh
Exonomcku ¢paxkynmem- Huw
Jp Aymmua Kapuh
Vuueepzumem Angpa — Beoepao

Ipoo. np Aparan Momuposuh
Daxyimem 3a NOCI06HO UHOYCMPUJCKU MEHAUMEHIN
- Mnaoenosay

PEOJAKIIWMICKU KOJIETUJYM

Axanemuk 3opan Jlaxuh, [Toxropuna (Lpaa Fopa)
Axanemuk Jby6uma [Tannh, Yagax (Cp6uja)

Jp Pajmynn Mupnaana, Kommre (CrnoBauka)

Jp I'per Punrep, Jyuun (CAD)

Jlp Mapuja Ilanosa, Benuko Tproso (byrapcka)
Jp JoBau laBunosuh, bykypeurr (Pymynuja)

Jp Jypuj Kmases, Mocksa (Pycuja)

JIp Mupko Casuh, Cy6otuna (Cpbuja)

Jlp Aunpec Kapuon I'apiua, Banencuja, (Ilnanuja)
Jp Penara Kpakoscka, Bapmasa (ITosscka)

Jp Jbybunka Jokeumosuh, beorpan (Cpbuja)

Jp Anexannpy Henenea, Cyuesa (Pymannja)

Jlp Ha6uesa V.H., Maxaukana (Pycuja)

Jlp Cno6oznan Ieranosuh, Hum (CpGuja)

Jlp 36urnues Iamex, Kpakos (ITosbcka)

Jp Bopusoje Ipoxonosuh, Humr (Cp6uja)

Jp Taneyu I'pabuncku, Kpaxos (ITosbcka)

Jlp Janko Panynosuh, Iloaropuua (I{pua T'opa)
Jlp aono Lecap Yarac Poxpurec (bpasni)

Jp Kpuc ITaten, Cuanej (Aycrpanuja)

Axanemuk Cranncinas CeprujoBuy Janenxo, Kujes (Yipajuna)
Jlp Auapej Apjamos, Mocksa (Pycuja)

Jlp JTusujy JQymutpacky, [lnoenrru (Pymynuja)

Jp Cpehko Munaunh, Kococka Murposuua (Cp6uja)
Jlp Bypo Byposuh, Beorpaza (Cpbuja)

Jlp Munan Am6pox, HoBo Mecto (Croennja)

Jp Jonen Cy6uh, Beorpan (Cp6uja)

JIp Mapko Konaxosuh, 3arpe6 (Xpsarcka)

Jp Hejan Jaxumh, Cy6oruna (Cpouja)

Jlp Muno Maprenaro, Benenuja (Mtanuja)

Jp Ajute Ymut Toknenus, UcrauGyn (Typceka)

Jlp WBan Yapora, Musnck (Benopycuja)

Jlp Munmnua Byjuunh, Hosu Iazap (Cp6uja)

Jp Yu Beu Cy, Kunrnao, (Kuna)

Jlp Yop ®Don Tawur, [lenanr (Manesuja)

Jp Aparyrun lunka, bamwa Jlyka (P. Cpricka)

Jlp Jacmuna Crapi, Hoo Mecro (Ciosenuja)

Jlp Mapuja Craukosa, biaroesrpaz, (Byrapcka)

Jlp Annpueina Buruh-Ilerkosuh, Korop (Llpua Topa)
Jlp Bishwajit Bhattacharjee, Kapumram (Mnuja)

WU3JJABAYKU CABET

Jp Topnana Mpaak, Bpamwe (Cp6uja)

Jp dyman 3apaskosuh, Hut(Cp6uja)

Mp BpanncnasJosarnunh,Hum(Cp6uja)

Jp Jby6uiua Mutposuh, Hunr (Cp6uja)

Jp Kusopan I'muropujesuh, Humr (Cp6uja)
Jp Coduja Jluxosa, Kujes (Yipajuna)

Mcu Hukona hypunh, Beorpan (Cp6uja)

Jp Pajko Byksuh, beorpan (Cp6uja)

Jp Aunpej UBancku, Kujes (Ykpajuna)

Jp Anexcannap I'py6op, Cy6oruna (Cpbuja)

Jlp Terap Becennnosuh, Kparyjesan (Cpouja)

Jp UBan Bypuh, Xane (Hemauxa)

Mp Haranua I'maronesa, benropon (Pycuja)

Jlp Becna Jankosuh-Munuh, Humr (Cp6uja)

Jlp Bpanko Muxausosuh, beorpax (Cpouja)

Jlp Bparucanas ITpokonosuh, Jleckosart (Cpouja)

Jlp Mupujana Kuexesuh, Kparyjesar (Cpouja)

Jp Anexcannap Kocruh, Kococka Mutposuua (Cpouja)
Jlp Coma JoBanosuh, Huur (Cpouja)

Jp Maunujena JlecnioroBuh, Kparyjesau (Cp6uja)



1. Yacomnuc “ExoHoMuka” mokpeHyT je jyna 1954. rogune u o Ha3uBoM “ Humiku npuBpenHu
IJIaCHUK” M371a3Mo je 110 jyHa 1957. roxune, a xao “TlpuBpennu miacHUK” 1o kpaja 1969. ronuse.
Ha3us “Hayka m mpaxca” Hocmo je 3akibydHo ca OpojeM 1/1973. rox. kama nobwja Ha3uB
“ExoHOMHKA” KOjU M JJaHAC UMA.

2. Yaconuc cy nokpeHynu [pymrBo ekoHomucTa Humma u [lpymrBo HHXUEBEpa U TEXHUYApa
Huma (ocTasno kao u3aasad 1o kpaja 1964. ronuue). Yapyxeme KibUrooha nocraje u3aaBad rmoyes
o 6poja 6-7/1958. ronune. ExonomMcku dakynrer y Huiity Ha 0CHOBY cBoje oiyke O6poja 04-2021
ox 26.12.1991. roguue mocrao je cym3maBad “‘Exonomuxe”. Takohe n Exonomcku dakynrer y
[pullltran nocTao je cymsnasad ox 1992. ronune. [loues ox 1992. rogune cymsnasad “Exonomuke”
je u [pymrBo 3a mapketuHr peruona Hum. Kao cymsnasau “Exonomuxke” ¢urypupanu cy y TOKy
1990-1996. ronune u @onx 3a HayyHu paj omnmruHe Hum, 3aBox 3a MpOCTOPHO U ypOAHUCTUYKO
manupame Hum n Koprioparnuja Bunep bpoxep Hu.

3. PenyOimukn cexperapuar 3a nHdopmanuje CP Cpouje cBojum Pememem Op. 651-126/73-
02 ox 27. noBemOpa 1974. romune ycBojuo je 3axteB “ExoHoMuke” 3a ynuc y Permcrap HoBHHA.
CkynmrrHa JpymTBa ekoHoMucTa Huma Ha cemamnnm on 24. anpuina 1990. roguHe cratyTapHOM
O/UTyKOM TOTBpAmiIa je na “ExoHomuka” mma craryc mpaBHOTr juna. Ha cemnmmm CkymmTrHe
JpywtBa exonomucta Humr ox 11. HoBemOpa 1999. romune nonera je omiyka aa “ExoHomuka”
OTBOPU MocebaH KUPO-PadyH.

4. Ilpema Munusemwy PermyOmmukor cexperapuara 3a kyiarypy CP Cp6uje 6p. 413-516/73-02
ox 10. jyma 1973. romure n MuHHCcTapcTBa 3a HayKy W TexHouornjy Pemybmuke Cpouje Op. 541-
03-363/94-02 ox 30. jyna 1994. romunae “ExoHOMEKA” MMa CTaTyc HayYHOT W PaHT HAI[OHAITHOT
yaconuca “Exonomuka” je mohes ox 1995. nobuna craryc melhyHapogHOT €KOHOMCKOT YacOTHCA.

5. YPEAHUIIU: np Josau I[TerpoBuh (1954-1958), Muoapar ®ununosuh (1958-1962), bnaroje
Maruh (1962-1964), np Aparosbyo Crojusskosuh (1964-1967), np Muoapar Hukonuh (1967-1973),
1p Hparoseyo Cnmonosuh (1973-1984), np Muonpar Josanosuh (1984-3-4/1988) u np [Iparospy6
Cumonosuh (1990-10 nanac).

YACOITUC JE UHAEKCUPAH V CJIEJERUM BA3AMA:
ERIH Plus RePEc DOAIJ
Index Copernicus Ulrichs web SHERPA / ROMEO
EBSCO host EconPapers ProQuest
J-Gate Google scholar EZB
SSRN DRIJI CNKI

JlexTop 3a SHIVIECKH je3HK
BIIAJAUMUP NBAHOBWh

Komnujyrepcka oOpana Tekcra u rpaduke:
MMUIJIAH [I. PAHBEJIOBUh

JIukoBHa ornpema:
IHETAP OI'lbAHOBUh, JIPATAH MOMYNJIOBIh

Anpeca:

“Exonomuka’ JIpymTBo eKOHOMHCTA
18000 Humr, Makcuma T'opxor 5/36

Tenedon Penaxmuje: +381 (0)18 4245 763; 211 443

e-mam: zoki@medianis.net; ekonomika@sbb.rs WEB: http://www.eckonomika.org.rs
Kupo pauyn: nunapcku 160-19452-17

Iramna:

“CBEH”

18000 Humx

Tupax: 300 npumepaka



INTERNATIONAL JOURNAL
FOR ECONOMIC THEORY AND PRACTICE AND SOCIAL ISSUES

[=X=] EKOHOMMKA

The Journal is issued four times a year. Year LXI, IV-VI 2015, Vol. 2

PUBLISHER: Society of Economists "Ekonomika", Nis
COPUBLISHERS: Faculty of Economics - Pristina, Institute of agricultural economics - Belgrade, Faculty of
business studies and righ - Belgrade, Faculty of Commerce and Banking, Alfa University - Belgrade

EDITOR-IN-CHIEF:
Prof. Dragoljub Simonovic, Ph.D
ASSISTANT EDITORS-IN-CHIEF:
Zoran Simonovic, Ph.D
Institute of agricultural economics, Belgrade

EXECUTIVE EDITORS:
Prof. Bojan Krstic, Ph.D Prof. Drago Cvijanovic, Ph.D
Faculty of Economics, Nis Institute of agricultural economics, Belgrade
Prof. Slavomir Miletic, Ph.D Prof. Zivota Radosavljevic, Ph.D
Faculty of Economics, Pristina Faculty for Education of Executives, Novi Sad
Prof. Blagoje Paunovic,Ph.D Al? k.sandar Dunc’ Ph.D . .. .
. ) Ministry of Justice and Public Administration,
Faculty of Economics, Belgrade Belorad
elgrade
ASSOCIATE EDITORS
Prof. Snezana Djekic, Ph.D Prof. Dragan Momirovic, Ph.D
Faculty of Economics, Nis Faculty for Business Industrial Management,
Prof. Dusica Karic, Ph.D Mladenovac
Alfa University, Belgrade
EDITORIAL BOARD
Academician Zoran Lakic,Podgorica (Montenegro) Academician Stanislav Sergijovic Jacenko Kijev (Ukraine)
Academician Ljubisa Papic, Ph.D, Cacak (Serbia) Andrey Aryamov, Ph.D, Moskva (Russia)
Greg Ringer, Ph.D, Eugene, OR (USA) Liviu Dumitrascu, Ph.D, Ploiesti (Rumania)
Rajmund Mirdala, Ph.D, Kosice (Slovakia) Srecko Milacic, Ph.D, K.Mitrovica (Serbia)
Mariya Pavlova,Ph.D,Veliko Trnovo(Bulgaria) Duro Purovi¢, Ph.D Beograd (Serbia)
Toan Davidovici, Ph.D, Bucharest (Rumania) Milan Ambroz Ph.D, Novo Mesto (Slovenia)
Jurij Knjazev, Ph.D, Moskva (Russia) Jonel Subic Ph.D, Beograd (Serbia)
Mirko Savic, Ph.D, Subotica (Serbia) Marko Kolakovic, Zagreb (Croatia)
Andrés Carrion Garcia, Ph.D, Valencia (Spain) Dejan Jaksic, Ph.D,Subotica (Serbia)
Renata Krakowska Ph.D, Warsaw (Poland) Dino Martello, Ph.D, Venice (Italy)
Ljubinka Joksimovic, Ph.D, Beograd (Srbija) Ayse Umit Gokdeniz, Ph.D Istanbul (Turkey)
Alexandru Nedelea, Ph.D, Suceva (Rumania) Ivan Carota, Ph.D, Minsk (Belarus)
Nabieva U.N., Ph.D, Mahackala (Russia) Milica Vujicic, Ph.D, Novi Pazar (Serbia),
Slobodan Cvetanovic, Ph.D, Nis (Serbia) Chor Foon Tang, Ph.D, Penang, (Malaysia)
Chi Wei Su, Ph.D, Qingdao (China) Dragutin Sipka, Ph.D, Banja Luka (Republika Srpska)
Zbigniew Paszek, Ph.D, Krakow (Poland) Jasmina Starc, Ph.D, Novo Mesto (Slovenia)
Borivoje Prokopovic, Ph.D, Nis (Serbia) Mariya Stankova Ph.D, Blagoevgrad, (Bulgaria)
Tadeusz Grabinski, Ph.D, Krakow (Poland) Andriela Vitic-Cetkovic Ph.D, Kotor (Montenegro)
Janko Radulovic PhD, Podgorica (Montenegro) Chris Patel, Ph.D, Sydney (Australia)
Paulo Cesar Chagas Rodrigues, Campus Avaré, (Brazil) Bishwajit Bhattacharjee Ph.D, Karimganj, (India)
PUBLISHING COUNCIL
Dusan Zdravkovic, Ph.D, Nis (Serbia) Petar Veselinovic, Ph.D, Kragujevac (Serbia)
Branislav Jovancic, MSc, Nis (Serbia) Ivan Djuric, Ph.D, Halle (Germany)
Lubisa Mitrovic, Ph.D, Nis (Serbia) Gordana Mrdak, Ph.D, Vranje (Serbia)
Zivorad Gligorijevic, Ph.D, Nis (Serbia) Natalia Glagoleva, MSc, Belgorod (Russia)
Sofja Lihova, Ph.D, Kiev (Ukraine) Vesna Jankovic-Milic, Ph.D, Ni§ (Serbia)
Nikola Curcic, MSc, Beograd (Serbia) Branko Mihailovic, Ph.D, Beograd (Serbia)
Rajko Bukvic, Beograd (Serbia) Bratislav Prokopovic, Ph.D, Leskovac (Serbia)
Sonja Jovanovic, Ph.D, Ni§ (Serbia) Mirjana Knezevic, Ph.D, Kragujevac (Serbia)
Andriy Ivanskyy, Kiev (Ukraine) Aleksandar Kostic, Ph.D, K. Mitrovica (Serbia)

Aleksandar Grubor, Ph.D, Subotica (Serbia) Danijela Despotovic, Ph.D, Kragujevac (Serbia)



1. The journal EKONOMIKA was initiated in July 1954. It was published as “Nis Economic Messen-
ger” till June, 1957 and as “The Economic Messenger” till the end of 1969. The title “Science and Practice”
it had till the issue 1/1973 when it changed its name into EKONOMIKA as it entitled today.

2. The Journal was initiated by the Society of Economists of Nis and the Society of Engineers and Techni-
cians of Nis (the latter remaind as the publisher till the end of 1964). The Society of Accountants became its
publisher starting from the issue no. 6-7/1958. The Faculty of Economics, Nis, on the basis of its Resolution
No. 04-2021 from December 26, 1991, became the co-publisher of EKONOMIKA. Likewise, the Faculty
of Economics of Pristina became the co-publisher since in 1992. Starting from 1992, the co-publisher of
EKONOMIKA has been the Society for Marketing of the Region of Nis. Other co-publishers of EKONO-
MIKA included, in the period 1990-1996, the Foundation for Scientific Work of the Municipality of Nis, the
Institute for Spatial and Urban Planning of Nis and the Corporation Winner Broker, Nis.

3. The Republic Secretariat for Information of the Socialist Republic of Serbia, by its Resolution No.
651-126/73-02 from November, 27, 1974, approved of EKONOMIKA’s requirement to be introduced into
the Press Register. The Assembly of the Society of Economists of Nis, at its session on April 24, 1990, by
its statutory resolution, confrmed the legal status of EKONOMIKA. At the session of the Assembly of the
Society of Economists, Nis, on November 11, 1999, the resolution was adopted the EKONOMIKA was to
open its own bank account.

4. According to the Opinion of the Republic Secretariat for Culture of the Socialist Republic of Serbia
No. 413-516/73-02 from July 10, 1973 and the Ministry for Science and Technology of the Republic of
Serbia No. 541-03-363/94-02 from June 30, 1994, EKONOMIKA has the status of a scientific and national
journal. Starting from 1995, EKONOMIKA has been having the status of international economic journal.

5. EDITORS: dr Jovan Petrovic (1954-1958). Miodrag Filipovic (1958-1962), Blagoje Matic (1962-
1964), dr Dragoljub Stojiljkovic (1964-1967), dr Miodrag Nikolic (1967-1973), dr Dragoljub Simonovic
(1973-1984), dr Miodrag Jovanovic (1984-3-4/1988) i dr Dragoljub Simonovic (1990-till the present day).

THE JOURNAL IS INDEXED IN THE FOLLOWING BASES:

ERIH Plus RePEc DOAJ
Index Copernicus Ulrichs web SHERPA / ROMEO
EBSCO host EconPapers ProQuest
J-Gate Google scholar EZB
SSRN DRIJI CNKI

Lector ]

VLADIMIR IVANOVIC

Prepress: )

MILAN D. RANDJELOVIC

Cover:

PETAR OGNJANOVIC, DRAGAN MOMCILOVIC

Address:
"EKONOMIKA", Society of Economists
18000 Nis, Maksima Gorkog 5/36

Phone: +381 (0)18 4245 763; 211 443
e-mail: zoki@medianis.net; ekonomika@sbb.rs  WEB: http://www.ekonomika.org.rs

Bank Account: 160-19452-17

Printed by:
“SVEN”
18000 Nis
Copies: 300



_ MEXJIYHAPOJHUU XYPHAJI
10 SKOHOMMWYECKOU TEOPUU U [IPAKTUKEU OBLLIECTBEHHBIM BOITPOCAM

[=X=] EKOHOMMWKA

KypHan uzgaercs 4eThIpe pas B FOy. Ton LXI, IV-VI 2015, No 2
W3ATEJL: O01iecTBO S3KOHOMHCTOB ,,JKOHOMHKKA Huria.

CYUBIATEJIN: DxoHomudeckuii (axynsrere B [IpuiTiHe, MHCTUTYT KOHOMHUKH CEIIBCKOIO XO3stiicTBa B benrpar,
DaxynTer 3a MOCIOBHE CTyIMje U MpaBo - beorpas, Makysrer TOProsm 1 GaHKOBCKOTO Jiena, Ajb(ha YHHBEpcUTeT
Benrpana

[JIABHBI 1 OTBETCTBEHHBII PEJJAKTOP
Ipod. n.1. Aparonod CumoHOBHY

3AMECTUTEJIb IIOMOIIHHUK ITTABHOI'O U OTBETCTBEHHOI'O
PEOJAKTORA
J1.H. 3opan CUMOHOBHY
DKoHOMUKU cenbeKoeo xo3aticmea - Benepao

VCITIOJIHUTEJIBHBIE PEJAKTOPLI

IIpod. x.1. boitan Kpetna IIpod. x.1. dparo L{BuitanoBuya
Dkonomuueckuti hakyromem . Huw Hncmumym Dkonomuku cenbckozo xossiicmea - berepad
IIpo¢. x.1. CraBomup Munerna IIpod. n.1. XKusora PanocasiseBuy
Dkonomuueckuti hakynomem 2. Ipuwmuna DakynTeT 3a MOCTOBHE CTyauje 1 mpaso - Hosu Cax
IIpo¢.n.1. bnaroiie [TaynoBry JI.H. Anexcanup Jxypuu
Dkonomuueckuti haxyromem, benepao
PEJAKTOPHI ITEPCOHAJI
IIpo¢.n.n.CHexana JKrexmda Ipod. x.1. Aparan Momuposud
Dkonomuueckuti haxynomem e. Huwut Daxynvmem npoMbIULLIEHHO2O MEHEONCMEHMA, 2.
TIpod.a.H. dymma Kapuy Mnaoenosay
Anvpa Ynusepcumem, Benepao
PEJAKIUMOHHA A KOJIUIET' YA
Axanemuk 3opan Jlakuy, [Toxropuna(Yepuoropus) Axanemuk Craucias CepritoBny Suenko, Kues (Ykpauna)
Axanemuk Jlio6uma ITarma, Yauak (CepOust) JLH. AHgpeii ApsimoB, Mocksa (Poccust)
J.H. Paiimynn Mupnana, Konmue (CnoBakws) 1.H. JIuBny dymurpacity, [Tnoertn (Pomanmus)
1. ['per Punrep, Jyuun (CLLIA) 11.H. Cpeuxo Munauny, Kocoseka Murposuua (CepOust)
1.H. Mapus ITaBnosa, Benuko TeiproBo (bonrapust) 1.H. Joxypo Jxyposuh, Benrpan (Cepous)
J.H. Moan {aBunosunn, Byxapect (Pymbiaus) 1.H. Munan Am6pork, HoBo Mecto (CioBenws)
1.H. FOypwuii Kusizes, Mocksa (Poccust) 1.1 Vonen Cy6uu, Benrpan(CepGus)
1.H. Mupko Casuu, Cy6oruna (CepOust) 1.H. Mapko Konakosuu, 3arpe6, (Xopsatus)
1.H. Auapec Kapuon Iaprma, Banencus, (Mcnanmus) J.H. Jleitan Jakmmy, Cy6oruua (CepOus)
1.H. Penara Kpaxoscka, Bapmaga (ITonbia) 1.H. Jluno Maprenaro, Benenus (Mramms)
1.1 Jlioburka Hoxucivosma, Bearpan (Cepomus) 1.H. Ajure Yvut Foknenn3s, CranOyn (Typius)
J.H. Anexannpy Henenea, Cyuesa (Pymbianst) 1.H. MBan Yapora, Munck (benapycs)
n.H. Habuepa Y.H., Maxaukana (Poccust) 1.H. Mununa Byituuy, Hosu ITasap (CepOust)
1.1 Cnobonan LiBeranosuy, Humr (CepOust) 1.H. Yn Ben Cy, Kunrnao, (Kurait)
J.H. 36uraues ITamek, Kpakos (ITosbira) J.H. Yop ®ou Tanr, [Tenanr (Manaiizus)
11.H. bopusoiie ITpokonosny, Huiu (CepOust) n.H. parytun llumnka, bawa Jlyka (P. Cep6ckait)
1.1 Tapeym ['pabuncku, Kpakos (ITonbima) 1.H. Jacmuna Crapiy, HoBo Mecto (Crosenwst)
J.H. Jauko Paxynosud, [Toxropuiia (Yepuaropust) JI.H. Mapus Crankoa, biaroesrpa, (bosrapust)
1.H. [Taono Llecap Yarac Poxpurec (bpazums) 1.H. Auapuena Burnu-1lerkosuy, Kotop (Uepnaropust)
n.1. Kpuc Iaren, Cunnej (ABcTpams) 1.H. Bishwajit Bhattacharjee, Kapumramw (Mnnus)
COBET U3JATEJIEN
n.H. lopnana Mpaax, Bpame (Cep6Ous) n.H. [Terap Becennnosnu. Kparyjesan (Cep6ust)
J.H. yman 3apaskoBud, Hum(CepOust) 1.H. VBan [Dxypuu, Xane, (Tepmanmus)
K.H. Bpanucas Mosamuma Hum(Cep6s) k.H. Haranmua Inaronesa, benropox (Poccust)
1.H. Jlo6umra Murposuh,Humr (Cep6ust) 1.H. Becna JankoBnu-Mumny, Hum (Cep6ust)
1.H. XKusopan I'maropujesid, Hunr (Cepowust) 1.H. Bpanko Muxannosud, benrpa (Cep6us)
1.0 Coduja JIuxosa, Kujes (Ykpanna) 1.H. Bparucanas ITpokonosuy, Jleckosar (CepOust)
11.H. Hukona Yypuuy, Beorpaz (Cep6ust) 1.H Mupnjana Kuexesnu, Kparyjea (Cepous)
1.H. Pajko Byksunu, Benrpan (Cepous) 1.H. Anekcannap Koctnu, KocoBcka Mutposwia (Cepoust)
JL.H. Auzapeii Banckuii, Kujes (Ykpanna) 1.H. Comwa JoBanosuy, Humr (Cep6ust)

1.H. Anekcannap ['py6op, Cy6orura (Cep6ust) n.H. Jlannjena JlecnioroBuy, Kparyjesan (Cep6ust)



1. XKypHan ,,OxoHoMuKa” Hayan w3naearbesi ¢ wronsd 1954 roma u mon HazBaHuweM ,,Hurickuit
XO3SICTBEHHBIN BECTHUK ’ BBIXOIWUII 10 MEoHs 1957 rozia, a Kak ,, X03sCTBEHHbINA BECTHHUK - 10 KOHIIA 1969
rona. Haspanue ,,Hayka n npaxrika” Hocun 3akmoantenbHo ¢ Ne 1/1973 1, kora u Momydrl Ha3BaHHUe
,»JKOHOMHKA”’, KOTOpOE IMEET U ceiyac.
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TESTING FOR PROFIT PERSISTENCE
OF LISTED MANUFACTURING COMPANIES
IN ISTANBUL STOCK EXCHANGE

Abctract

In this paper, using the return on assets (ROA) and return on equity (ROE)
ratios of the manufacturing companies listed on ISE (Istanbul Stock Exchange),
it has been analysed whether the profits of those companies are persistent or
not, with the usage of Hadri-Kurozumi (2012) panel unit root test. In the paper
focusing on the period between 2007-Q1 and 2013-0Q4, the fact that the panels
have a heterogeneous structure is determined by Pesaran and Yamagata (2008)
Slope Homogeneity Test. The existence of cross-sectional dependency is tested with
CDLM, 4 test developed by Pesaran et al. (2008). As a result of the paper, it is
determined that the profit is persistent in sectors that operate in manufacturing
areas such as paper, packaging, printing, and rock, soil, cement. On the other
hand, it has been found that the profit is not persistent for the chemistry, petroleum,
plastic, metal machines, main metal and textile sectors.

Key words: Persistence of Profits, Hadri-Kurozumi Panel Unit Root Test, Cross-
Section Dependency, Manufacturing Companies, Istanbul Stock Exchange.

JEL classification: .25, C23

TECTHUPAILE IIOCTOJAHOCTHU TIPO®UTA
MPOU3BOJAHUX NPEJAY3ERA KOJA
CE KOTHPAJY HA HCTAMBYJICKOJ BEP3U

Arncrpakr

Y paoy je npumenom payua npurnoca na akmugy (enen. return on assets) u payua
NPUHOCA HA KANUMAi (eHell. return on equity) npouzeoonux npeoysekhia koja ce komu-
pajy Ha HUcmanbdynckoj 6epsu (enen. Istanbul Stock Exchange - ISE) ananuzupano
Oa 1 je npoghum 08ux Komnanuja nocmojan uau He ynompeoom Xaopu-Kypozymu
(2012) mecm jeounuunoe kopena 3a nanen cepuje. Pao ce gpoxycupa na nepuoo u3z-
mehy 2007-Q1 u 2013-04, a uurvenuya je 0a nanenu umajy xemepozeny cmpyKmy-
py Koja je Oemepmunucana Iupcon-osum u Jamaeam-o6um mecnom XomMoeeHoCmu.
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Iocmojare mehycexmopcke mehysasuchocmu je mecmuparno CDLM . mecmom

adj
Koju cy ymemessuau Ilupcon u capaonuyu (2008). Kao pesynmam ucmpascusarba
OemepMUHUCAHO je 0a je npogum nocmojan y mehycekmopckum 0OHOCUMA y nPou3-
600U, KAO WIMO CY: NANUP, NAKOBAIbE, WMAMNA U KPeUIbaK, 3eM/ibUume u yemMeHm.
C opyee cmpane, ymaphenro je 0a npogpum Huje NHOCmMojar y XemujcKoj uHoycmpuju,
unoycmpuju nagme, naacmuxe, MEMAaiIHUX MawuHd, OCHOGHUX Memand u mexcmu-
HOM CEKmopy.

Kwyune peuu: nocmojarnocm npoghuma, Xaopu-Kypozym-o8 mecm jeounuunoe
KOpeHa 3a nawnen cepuje, meljycekmopcka mely3asucHocm, npousgoona npedyseha,
Hcmanbyncka bepsa.

Introduction

Size and operation areas of the business have changed with the industrialization period
that affected a lot of places in the world, mainly Europe since the 18" century. As a result
of this change, the competition among companies has turned out to be much more difficult.

According to the Schumpeterian economy approach (1939), the companies aiming to
gain a sustainable competitive advantage by making innovations are able to get a monopoly
power with this way. Thus, they can keep their profits above the norm for a long time
(Cable and Mueller, 2008). In the process named as “creative destruction” by Schumpeter,
innovations will lead to monopoly power and the power will lead to excessive profit and
excessive profit will lead to copyists (Roberts, 2001). Under these conditions, the competitive
uncertainties faced cannot be suppressed with the strategic management techniques. Because
of the fact that the competitor companies will respond to abnormal profits by copying, these
abnormal profits will never be permanent and soon will decrease to the average level. With
every innovation presented in the long run, the cycle will repeat itself.

In order to test the profit sustainability of a company within Schumpeterian framework,
Mueller (1977) formulated an autoregressive model. Inference of the model is based on
specific assumptions. According to this, profit is consists of three main components. These
are return of competition, permanent profits provided in the long run and short-term revenues
that are assumed to be zero in the long run (Mueller, 1990). These elements are estimated
with the model below;

Ty = I5‘\[‘I‘J‘J—-:"Tit—j.‘|‘ Uit (1)

According to Geroski (1990), the model also includes unobservable factors that may
affect profitability in the long run such as barriers to entry to the market. With this advantage
of the model, the effects of unobservable variables related to competitiveness in the long-run
profitability can be evaluated.

With the usage of the parameters attained by the equation 1, the indicator of long run
profitability can be achieved as in the equation 2.

- &
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While the attained ™i shows the long-run sustainability of profitability depending on
competition intensity, the estimated 4y parameter' measures con]fﬁrFence of profits in short-
rjl,p|(Cuaresma and Gschwandtner, 2008). It is expected to have /1! where the magnitude of

il provides information about the convergence of profits in short-run. A value close to 1
indicates a slow convergence which implies persistence of profits. However. a value close to
zero means that abnormal profits disappear in time. On the other hand, when ™ir calculated for
many companies are determined to be statistically differentiating from others, it is concluded
that some comnanies obtain permanent profitability in the long run (Mueller, 1986).

If the iz values computed for the companies in a market are very close to each other,
no company can have a competitive superiority to others. In this case, long-run competitive
superiority cannot be achieved. Thus, long-run sustainable profit potential of the company
cannot be accrued. In a situation where there is no long-run sustainable profit, the greatness
of 1 that shows short-term profit does not have a meaning on its own (Mueller, 1986).

Previous Empirical Studies

Reference works which have formed the main structure of the methodology on the
long-run sustainability of profits have been developed by Mueller (1977, 1986) together
with Geroski and Jacquemin (1988). During the following years, in the studies of Cubbin
and Geroski (1987), Schwalbach et. al. (1989), Odagiri and Yamawaki (1990), Mueller
(1990), Cubbin and Geroski (1990), Waring (1996), Goddard and Wilson (1997), McGahan
and Porter (1999), Glen et. al. (2001), Maruyama and Odagiri (2002), the profitability of
companies from different countries and sectors have been evaluated; however, it has been
concluded that the obtained findings can show differences depending on the country, sector
and the evaluation period.

Providing great contributions to the subject with his recent research, Yurtoglu (2004)
have used stationarity tests, as an addition to Mueller’s model, in order to analyse the presence
of a unit root. According to Yurtoglu, if the “ values computed for all companies are close
to each other, the unit root study gives better result than Mueller’s model (Yurtoglu, 2004).
Almost all other studies after this one have been studied depending on the methods of time
series and panel data stationarity analysis.

In the study conducted by Bentzen et. al. (2005), the data of 1310 companies operating
in Denmark between 1990 and 2001 were used. As a result of panel stationarity analysis, it
has been seen that the total industry profit is sustainable, the company profit is not.

Eklund and Wiberg (2007) examined the 21 annual data of 293 big European
companies between 1984 and 2004; and they put forward that despite of converging, the
profits of the companies achieving abnormal profits above the norm do not decrease to
the average levels; and that the companies working on R&D can sustain their high profit
in the long run.

Cuaresma and Gschwandtner (2008), studied the annual profit data of 156
American companies between 1950 and 1999, with the usage of time series analysis.
As a result of this paper, they stated that industry intensity and size have a positive
effect on the sustainability of industrial profit levels; however, market share and risks
have negative effect on the sustainability of company profit level. Gschwandtner and
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Cuaresma conducted their study again in 2013, and they have determined that the profits
are more sustainable respectively in small and intense industries.

Kaplan and Celik (2008) analysed the profit data of 24 banks operating in Turkey
between 1980 and 1998, with the usage of unit root analysis. As a result of the research,
it is determined that there is sustainable profitability in the short term for the Turkish
banking sector; however, because of the intense competition, excessive profits disappear
in the long-run. In their study, in which they examine 25 banks working in Turkey
between 1998 and 2009, Arslan and Iskenderoglu (2012) found out that the profit is not
sustainable. Similarly, in the research, in which the profit data of 114 companies among
the first 500 companies in Turkey, made by Arslan et. al. (2010), however, it has been
seen that the long run profits do not converge. On the other hand, in the researches on
insurance business, while Pervan et. al. (2013) find that the profit is sustainable, Konuk
et. al. (2013) do not obtain these findings.

Bartoloni and Baussola (2009) analysed 5445 Italian companies’ profit data
between 1989 and 1997, and they worked on profit’s high or low sustainability, which
they call ‘twin peaks phenomena’. As a result of this research, it has been seen that in
both situations when the profitability is high or low, sustainability can still be achieved.

Goddard et. al. (2011) analysed profit sustainability of banks operating in 65 different
countries between 1997 and 2007 in two-stages. In the first stage of this research, they
studied to determine the convergence process of the short term profits with autoregressive
model. It has been observed that the convergence process differs in each country. In the
second stage of this research, long-run sustainable profitability was evaluated and the
factors determining the competitiveness was modelled. According to the obtained results,
it has been seen that while the profit sustainability has a negative relationship with per
capita income, it has a positive relationship with the size of market access determinants.

In most of these studies, persistence of profits in the long run is explained by
natural barriers of entry to the market and industry concentration. However, evidence
about persistence of profits derived from the characteristics of the companies in only
limited studies. In this study, it is aimed to investigate whether the profits of companies
in the manufacturing industry are persistent or not, by separated sectorial basis.

Data and the Methodology

In this paper, 11 companies from paper, packing and printing sector, 16 companies
from chemicals, petroleum, rubber and plastic sector, 17 companies from metal products
and machinery sector, 12 companies from main metal sector, 18 companies from
stone, soil and cement sector, and 18 companies from textile sector listed in the ISE
manufacturing index, have been analysed. The dataset consists of 28 quarterly profit
values between 2007-Q1 and 2013-Q4 of these companies, whose shares are listed on
the stock exchange. In the paper, profit is measured by return on assets (ROA) and return
on equity (ROE) values that have been obtained from financial reports of companies.
Because of the fact that the financial reports before and after 2007 are not compatible,
the start date of the database is determined as 2007.2

In this study, panel unit root test developed by Hadri-Kurozumi (2012) that considers
both cross-section dependency and serial correlation was used. Along with these features,

4 EKOHOMUKA EXA1
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Hadri-Kurozumi test can also consider unit root arising from the mutual factors forming the
series, and allows the presence of mutual factors. This test, which can be described as the
developed version of cross-section augmented dickey fuller (CADF) test, fills the deficiency
of CADF test by testing the stationarity for all panels (Akbas et. al., 2013). While the zero
hypothesis of the test shows the panel’s being stationary, the alternative hypothesis of the test
shows the presence of a unit root in the panel.

Hadri-Kurozumi test carries out the process with the usage of Sul-Phillips-Choi (SPC)
and Lag-Augmented (LA) methods. Autocorrelation can be corrected in SPC method by
AR (p) process depending on seemingly unrelated regression (SUR) technique; on the other
hand, in the LA method by adding one to the lag length in AR (p+1) process depending on
Choi (1993) and Toda and Yamamoto (1995) (Goger, 2013).

According to this test, model number 3 should be estimated first.

¥ = erl- + fivi + & (3)

The z, in the formula is a deterministic term, and €, is represented as below.
Eip = Dusip g oot Oip&iep+ vip @)

At that point, Z5°¢ and Z'* statistics are computed by equation number 5 and 6
respectively.

gsec — 1L

T W2
EI;'SFET: I.‘=1|:‘s|ll.‘ :I

5)
ZH = = TS

©)

In the evaluation of Hadri-Kurozumi (2012) test results, the findings from the cross-
section dependency test have importance. The reason is that the unit root should be determined
by considering Z5°¢ that is calculated with the bootstrap method if there is a cross-section
dependency in the panel, and by Z" that is calculated by using t statistics if there is no cross-
section dependency in the panel.

The hypotheses of the study are as follows:

H,: At least one series in the panel is stationary. (Profit is not permanent for any company)
H,: All series in the panel have unit root. (Profit is permanent for at least one company)

According to these hypotheses; in the case of series have unit root, profit is persistent. In
terms of Hadri-Kurozomi test, if the alternative hypothesis is accepted, it is possible to series
have unit root. Therefore; it should be interpreted as in case of H, hypothesis is accepted, the
profit is permanent; while in case of H, hypothesis is accepted, the profit is not permanent.

Empirical Findings

Company profits’ being appropriate to the random walk theory shows
unpredictable of profits (Canarella et. al., 2012). In this context, the series having unit
root shows the being permanent of profits and the series’ being stationary shows that
there is a competitive structure in the sector and there is no sustainable profit (Arslan
and Iskenderoglu, 2012).

EXSIEKOHOMUKA 5
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Obtaining profit above normal levels in the long run is not seen as probable for
markets with intense competition. Furthermore, if profit above the norm can be obtained
in the long run, profit persistence can be mentioned (Arslan and Iskenderoglu, 2012).

In spite of all the firms mentioned in the manufacturing area in our study and it
is assumed that there is a strong dependency between these sectors, every sector has its
own dynamics within itself. Thus, whether the panels are homogenous or heterogeneous
should be evaluated by experiential analysis and the unit root tests should be decided

accordingly (Rufael, 2014). Slope Homogeneity Test results of our paper can be seen in
Table 1.

Table 1: Pesaran and Yamagata (2008) Slope Homogeneity Test Results

ROA | ROE

Sector Stat. Prob. Stat. Prob.
Paper, Packaging, Printing 8.95 0.00* 25.24 0.00*
Chemistry, Petroleum, Plastic 232 0.01* 11.02 0.00*
Metal Products, Machines 9.55 0.00* 19.82 0.00*
Main Metal 12.59 0.00* 20.56 0.00*
Stone, Soil, Cement 6.82 0.00* 13.12 0.00*
Textile 17.07 0.00* 19.73 0.00*

* sign presents heterogeneity according to the significance level of 1%

According to the test results, it is determined that both ROA and ROE values
belonging to all sectors are in heterogeneous structure and the panel unit root tests to be
used when analysing profit’s sustainability should be appropriate to this heterogeneous
structure.

Another subject to be considered before going into the unit root tests is whether
there is a cross-section dependency in the panel. Thus, the appropriate panel unit root
method will be chosen according to this result.

Cross-section dependency was first analysed by CDLM test developed by Breusch
and Pagan (1980). However, the deficiency of this test is that it presents deviant results
when the group average is zero, but the individual averages are different from zero.
Pesaran et al. (2008) could correct this deviance by adding variance and mean to the test
statistics (Goger, 2013). For this reason, CDLM_ 5 test is used in this paper.

Table 2: CDLM, " Cross Section Dependency Test Results

ROA | ROE

Sector Stat. Prob. Stat. Prob.
Paper, Packaging, Printing 1.35 0.08%#* 1.36 0.08***
Chemistry, Petroleum, Plastic 0.75 022 1.72 0.04%*
Metal Products, Machines 1.17 0.09%#* 0.69 0.75
Main Metal 3.89 0.00%* 3.28 0.00*
Stone, Soil, Cement 043 0.33 0.72 0.23
Textile 1.19 0.09%#* 0.70 0.24

*, ek Rk signs describe the presence of cross-section dependency in 1%, 5% and 10% respectively.
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When the test results in the Table 2 are considered, according to both ROA and
ROE values for the two sectors (paper, packaging, printing and main metal), there has been
observed to be the presence of cross-section dependency. For three of this sectors (chemicals,
petroleum, plastic; metal products and machine; and textile), there is a cross-section
dependency according to either ROA or ROE. On the other hand, there is no cross-section
dependency for stone, soil, cement sector.

Because of Hadri-Kurozumi (2012) panel unit root test presents the results for both
situations where there is a cross-section dependency and there is not. According to this test
results, Z5°C values should be taken into consideration if there is cross-section dependency
in panel, and Z"* values should be taken into consideration if there is not. In order not to
raise confusion, instead of giving both statistics in all panels, only one of Z5*“ or Z' values
presented which should be evaluated for each panel in Table 3.

Table 3: Hadri-Kurozumi Panel Unit Root Test Results

ROA | ROE

Sector Test Stat. Prob.  Test Stat. Prob.
Paper, Packaging, Printing 75 225 0.02% 75 1.77 0.03*
Chemistry, Petroleum, Plastic 74 1.17 0.11 Vi 0.71 0.23
Metal Products, Machines Z75%¢ 0.62 0.26 74 - 0.69 0.75
Main Metal Vil 0.25 0.39 75%¢ 0.37 0.35
Stone, Soil, Cement 7 2.18 0.02* VA 1.50 0.07**
Textile 757 1.22 0.11 Vi 1.10 0.12

*, ** signs present stationarity according to the significance level of 5% and 10% respectively.

When the results of Hadri-Kurozumi panel unit root test in Table 3 are considered, it
is found that the companies in paper, packaging, printing and stone, soil, cement sectors have
sustained profits in the long run. Because the attained probability values for these companies
are less than 10% and it is recognized the existence of unit root as null hypothesis. It is
thought that long-run persistence of profits in this sector showing oligopolistic characteristics
and natural barriers of entry to the industry, is caused by industry features. On the other hand,
because of the intense competition in chemistry, petroleum, rubber, plastic, main metal and
textile sectors, it has been seen that the profit is not persistent and company profitability
indicators converge each other in the long run.

Concluding Remarks

With this study, regarding 92 companies from 6 different sectors chosen from Turkey,
the persistence of profits is evaluated considering competition intensity. In the study, Hadri
Kurozumi (2012) panel unit root test, that is appropriate for both cross-section dependency
and heterogeneous panel structure, was used.

During the evaluation, it has been observed that the analysed companies in different
sectors get affected by the competition intensity in different levels. It is determined that
within the six sectors evaluated, some companies in paper, packaging, printing and stone,
soil, cement sectors can maintain their profits in the long run. However, it is observed that
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companies in other four sectors cannot maintain their profits in the long run due to intense
competition.

Being the first research study evaluating the permanence of profits in the Turkish
manufacturing industry presents the work’s original side. However, should the data from
before 2007 be amended according to IFRS, there may be other studies that has a wider
observation period in the future with regulated data according for IFRS.

The analysis method used in the research measures the competition density in the
evaluated sectors; yet, the attained test statistics cannot provide any information about
the factors that affect the competition density. For this reason, the strongest power behind
sustainable profitability cannot be determined. Thus, the future studies to be done in order to
suppress this limitation will present a supplementary fact and extensive information.
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Endnotes:

1. Although there were some differences between the application style of the
method, database, and research estimates, the 4: values computed in these
studies are estimated to be between 0,2 and 0,66 (Bentzen et. al., 2005).

2. Since 2007, the companies listed in the ISE started to prepare their consolidated
financial reports according to International Financial Reporting Standards
(IFRS) in order to adapt to European Union norms, instead of Generally
Accepted Accounting Principles (GAAP) in Turkey.
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MEPEILE MHTUMHOCTHU CA KOPUCHULIUMA :
INPUMEP YCIYXKHHUX KOMITAHUJA Y UHIOHE3UJN

Ancrpakr

Ha nudepcmeo ce uwecmo 2neda kao Ha 20pu6o 3a npomeHe U HAnNpeoax y
opeanusayujama. lcmospemeno, unosayuja ce mpemupa8aicHum enemMeHmomy pa3eojy
opeanusayuje. Y OpojHumM meopujckum pacnpasama u Ciyuajesumda KOMAAaHujama
wupom ceema, ycnewma uxosayuja 3asucu 00 audepcmea. Kako pykoeoocmso
UHCUCTUPA HA UHOBAYUJAMA, MAKO ce O4eKyje 0d ce YHympauirbe OpeHouparbe
Komnanuje nobomwa. 8o ce, 6epo8amHo, NOCEOHO OOHOCU HA MPAHCHOPMAYUOHO
auoepcmeo. Q0 makeoe uUHmMepHoz OpeHouparsa ce ouexyje O0a OOMUKYJYy MHO20
sehy epeonocm 6penoa 3acrosany 3a 3anocienuma (employee-based brand equity -
EBBE). Hcmo maxo, unosayuja komnauje mpeoano 6u oa yHanpeou uHmuMHOCH
ca Kopuchurxom ycayea nymem ycma 00 ycma. O8u 00HOCU HUCY WUPOKO UCTPAdICEHU
UaKo je npucycmeo mexmonoauje omozyhuno noseharse nonyiapHocmu y eneKmpoHcKoj
KoMYHUKayuju u pazveru ungopmayuja. T36. enekmponcka yema (Electronic word of
mouth - eWOM) wupe ysuo u uckycmea opyeux. To ymuue na peakyuje KopucHuxa
¥ 8e3u ca npouseoouma u yciyeama. Komnanuje xoje basupajy na ycayeama moey
oa ce ocione na eWOM u Oa 3adpowce 00pocasajyhy UHMUMHOCI €4 KOPUCHUKOM.
060 ucmpadicusarbe NOKyuasa 0a aHamusupa o0Hoce usmely mpancgopmayuonoz
auoepcmea, unosayuje npouzsoda/ yciyee, unmeproe openouparse, eWOM, EBBE u
UHMUMHOCIT €A KOPUCHUYUMA ) YCIYAHCHUM npedysehuma y Mnoonesuju, kao wimo cy
xomenu u pecmopanu. Jeono mooenuparse CmpyKkmypHe penayuje je uckopuuihierno oa
Ou ce okycupana nadxjcra Ha UCMospemMeHe 0OHOCe.

Kuwyune peuu: nudepcmeo, unosayuje npouzeood, UHMepHO OpeHOuparve,
eNIeKMPOHCKa yema 00 yCma, UMOBUHA V OPeHOy 3ACHOBAHA HA 3ANOCLEHOM,
UHMUMHOCI CA KOPUCHUKOM

1. Introduction

There are numerous studies on external branding (Keller, 2013), whose focus is
on delivering the organization’s brand promise to customers to achieve brand equity-
based customers (Keller, 2013). However, internal branding may not have been studied
extensively (McKee, 2009). External and internal branding are equally necessary in
delivering an organization’s brand promise (Keller, 2013). In fact, fewer marketers
are aware of the importance of internal branding and subsequently, a smaller number
of employees believe in a company’s brand promise and are endowed to delivery it
(Marshall, 2013). This means that internal branding must be adopted to ensure employees
recognize the fundamental branding concept to extend it to customers.

The stronger the internal branding, the faster it fosters the creation on employee-
based brand equity (EBBE) (King & Grace, 2010; King & Grace, 2009). King and Grace
(2009) introduced EBBE as “the third perspective”. According to King and Grace (2009),
a measurement for maintaining internal brand management is desirable, following 2
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initial perspectives in building and measuring brand equity, which are customer-based
and financial-based.

From the technological perspective, it has become a public knowledge that the
popularity of electronic communication is increasing along with the rapid development
in the digital era. This creates an opportunity of eWOM (Cheung & Lee, 2008). The
eWOM has become an important source of information, which now can be easily obtained
from any websites, and also from any social media (Chen & Lurie, 2013; Vimaladevi &
Dhanabhakaym, 2012; Alrasheed, 2011).

In order to achieve all that, the role of human resources is extremely essential for
organizations. Referring to the service-based industry, the role of human resources is
even more vital to ensure the proper service delivery toward customer intimacy. Hence,
suitable leadership style may be crucial to manage the pool of human resources, or
otherwise known also as “human capital” (Ngah, et al., 2013). The use of a traditional
leadership style that is rooted in accepting and following regulations, or the use of a
transformational leadership style, which tend to motivate and inspire employees
(ehotelier, 2013). Hotel industry management applies different types of leadership style
and major researchers consider the transformational leadership style has a significant
influence in achieving successful internal branding (Kashmiri, 2010; Kaewsurin, 2012).

2. Literature review

2.1. Transformational leadership

“I am more afraid of an army of 100 sheep led by a lion than an army of 100 lions led by
a sheep” — Talleyrand (Robbins & Judge, 2013)

The quote above represents how vital the role of a leader is in managing human
resources and Burmann et al. (2009) claim that leadership is also an important aspect in the
internal branding process. The most important resource in every hospitality and tourism
organization is the employees themselves. The success or failure of the organization
is directly influenced by how their tasks are managed and led (Hayes & Ninemeier,
2009). Some employees genuinely love their work, whereas others just as extremely
dislike them. The majority of people are somewhere in between the spectrum (Ebert &
Griffin, 2011). It is essential to identify employee behaviours, individual differences and
motivation effectively before determining the most suitable leadership style applied by
the managers (Robbins & Coulter, 2009).

Previous researchers (Yukl, 2010; Ebert & Griffin, 2011) explained different
perspective approaches to studying leadership. The first perspective is from the nature
of the leaders (trait approach, behavioural approach, path-goal theory, and situational
approach), and the second perspective is from the followers (charismatic leadership and
transformational leadership). Bernard Bass imported Burn’s transforming leadership
concepts from the political and social movement arena in the context of organizations
(Hickman, 2010). According to Hickman (2010), Bass split Burn’s link to social change
from the theory of transforming leadership and adopted Burn’s definition of transactional
leadership to form what he characterized as transformational leadership. According to
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Bass’s theory, the measurement scales of transformational leadership are (Bass, 2013):

Idealized influence to represent behaviours that stimulate strong follower emotions
and identification with the leader, for instance establishing courage and dedication, and
creating self-sacrifices for the followers (Yukl, 2010).

Inspirational motivationas a way to communicate an appealing vision and using
symbols to focus subordinates effort and express important objectives in simple ways
(Yukl, 2010; Hamilton, 2009; Bass, 2013).

Intellectual stimulation to represent behaviours that improve subordinates
understanding of problem and influences them to observe problems from a new
perspective (Yukl, 2010).

Individualized consideration to show sets of characteristics that provide support,
encouragement, and instruction to subordinates (Yukl, 2010).

2.2. Product innovation'

Competition in the market has always been intense and it has become harder to
control over the market (Barrows & Powers, 2009). The combination of an interrelated
and an interdependent variety of activities in marketing, to cover both the tangibility
and intangibility, are crucial. Hence, the application of an extended marketing mix,
which consists of: Product, Price, Place, Promotion, Process, Physical Environment,
and People (Wirtz, Chew, & Lovelock, 2012) are necessary to boost uniqueness and
continuous innovation.

According to Omachu & Einspruch (2010) there are 4 types of innovation: product
innovation, process innovation, marketing innovation, and organizational innovation.
Successful innovation requires an integrated design process, such as; integration in the
design ofthe enterprise, the design of the product, as well as the design and implementation
of new technologies (Preez & Louw, 2008). According to Erdil, Erdil and Keskin (2004)
there are 2 dimensions that trigger product innovation, which are:

Technological Drive/Challenges have infiltrated the way companies grow
and innovate have been changed in the past decades and is still in a continual phase.
Innovation process allows technology to be applied in a marketable or otherwise
valuable way (White & Bruton, 2007). The impact of technology has gone beyond its
role starting from a tool to improve efficiency and effectiveness to the substitute of man
power (Kandampully, 2007).

Focus on Short Time to Market pushes companies to keep-up with competitors in
the wild competitive market sometimes require sooner rather than realistic sometimes
made innovation only focus on short term market. It might be because of lack of time,
lack of resources or staff, lack of systematic process, fear and lack of confidence about
innovation since it is believed to be risky (Huseyin & Ferit, 2007). By focusing on short
term market there is an opportunity to offer valuables features which may lead to more
established technologies and chances to dominate market (Chen & Taylor, 2009).

Therefore, considering the needs on product innovation, technological drive/
challenges, and the need to time appropriately to market, the presence of transformational
leadership is vital. Hence, it can be hypothesized as follows:

H1: Transformational leadership influences product innovation
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2.3. Internal branding

Internal branding or otherwise referred to as “internal marketing” is part of a
holistic marketing concept. Internal marketing undertakes hiring, training and motivating
employees to serve customers properly and it can be as vital or even more than directly
marketing products or services outside the company (Kotler & Keller, Marketing
Management, 2012).

According to Kotler and Keller (2012), there are 10 types of products that marketers
market, such as; goods, services, events, experiences, people, places, properties,
organizations, information, and ideas. One strategy to differentiate services is to establish
a brand. In contrast with a product, a brand is an extra value to a product because a brand
can have different dimensions from products designed to meet the same need (Keller,
2013). Keller also explained that the differences may be rational and tangible (associated
with product performance of the brand) or more emotional, symbolic and intangible
(associated with what the brand represents) (Keller, 2013). Along with Keller, King and
Grace (2009) agreed that branding plays a particularly significant role in the services
arena. However, strong service brands are only attained when the communication of
brand promise is consistent to the brand experience delivered.

The importance of internal branding in the service industries is increasing
(Kaewsurin, 2012). The concept of internal branding has been defined in several ways
now as a result of the growing literature on internal branding (Punjaisri & Wilson, 2011;
Kaewsurin, 2012). Punjaisri and Wilson (2011) state that internal branding is about
“ensuring that the brand promise is transformed by employees into reality, reflecting the
espoused brand values that set customers’ expectations”. Kaewsurin (2012) stated that
there are 2 perspectives of internal branding;

Internal communication represents the use of internal communication tools, such
as; internal publications, e-mail messages, memos, group meetings, daily briefings, direct
contract, newsletters, brand books and intranet (Punjaisri & Wilson, 2011; Kaewsurin,
2012) to influence its brand targets, who are not only customers but employees as well
(Kaewsurin, 2012).

Brand training is also important in delivering brand values to employees (Almgren,
Ek, & Goransson, 2012). Brand training is a good opportunity to build understanding
about brand values and to align employees to its principles and brand training should
focus on creating such programs as are defined by brand values (Kaewsurin, 2012).

Therefore, the successful internal brand building requires the role of leader. The
better quality of the leaders the better the internal communication and brand training.
This pushes up the quality of internal branding. Hence, it can be hypothesized as follows:

H2: Transformational leadership influences internal branding

2.4. Electronic word of mouth

WOM communication is “oral, person-to-person communication between a
receiver and a communicator whom the receiver perceives as non-commercial, regarding
a brand, a product, a service or a provider” (Park, Wang, Yao, & Kang, 2011). WOM
communication plays an important role in shaping the target-customers’ attitudes and
behaviours towards products and firms because WOM is regarded as providing more
reliable, trustworthy advice, and personal contacts are generally able to offer social
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support and encouragement (Roy, Butaney, & Bhutaney, 2009). The emergence of the
internet has transformed WOM into online WOM (Lee & Kim, 2010), or commonly
known as electronic WOM, or simply eWOM (Park, Wang, Yao, & Kang, 2011).
According to Filieri and McLeay (2013), the parameters for eWOM are;

Quality of information of eWOM has become an important influence on product
evaluation since it is more believable rather than any marketers or advertisers (Lee &
Kim, 2010).

Information usefulness of eWOM has increased due to interpersonal influence
across individuals. Customers with highly susceptibility to interpersonal influence are
more likely to be affected by eWOM (Park, Wang, Yao, & Kang, 2011). eWOM has
shown a significant influence because of its advantages in regency, abundance and
objectivity (Lee, Lee, & Tan, 2013).

Trustworthiness refers to a set of specific beliefs dealing primarily with the
benevolence, competence, and integrity of another party. Trust is important to help
overcome perception of uncertainty and risk and engage “trust-related behaviour”.
eWOM credibility is defined as the extent to which one perceives the recommendation
as believable, true, or factual. Credibility of information from social network will make
customer more confidence to adopt eWOM (Park, Wang, Yao, & Kang, 2011).

Therefore, to ensure the quality of information, information usefulness, and
trustworthiness in organizations, the role of leaders is undoubtedly vital. It is expected
that the transformational leadership can drive the initiatives on eWOM. Hence, it can be
hypothesized as follows:

H3: Transformational leadership influences electronic words of mouth.

2.5. Employee-based brand equity

Supported by King and Grace (2009; 2010)EBBEconcept, this research focuses on
the foundation of EBBE, whichbehaviourand knowledge, role clarity, brand citizenship
behavior, and brand commitment.

Brand knowledge is the key to create brand equity, because it creates the differential
effect that drives brand equity (Keller, 2013).

Role clarity plays a vital role in organizational behaviour due to its being
considered a predictor of organizational outcomes such as organizational performance,
satisfaction, commitment, and turnover (Kwon, 2013). If important information about
brand knowledge to achieve their performance expectations is not widely distributed, the
employees’ role ambiguity will increase (King & Grace, 2009).

Brand citizenship behaviors are considered as the behavioral perspectives that
measure a brand’s strength (Burmann, Zeplin, & Riley, 2009; Xiong & King, 2013),
which refer to how employees “live the brand” through their voluntary behaviors and
the focus of these behaviors is the extra-role behaviors that extended beyond formal role
requirement (Xiong & King, 2013).

Brand commitment is considered as the attitudinal perspective that measures a brand’s
strength (Burmann, Zeplin, & Riley, 2009; Xiong & King, 2013), which tends to show employee’s
psychological attachment towards a certain brand/organization (Xiong & King, 2013).

Therefore, it may be apparent that the creation of EBBE inside organizations may
be relatively impossible without the preliminary presence of product innovation, internal
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branding, and electronic words of mouth. Hence, it can be hypothesized as follows:
H4: Product innovation influences employee-based brand equity,
HS5: Internal branding influences employee-based brand equity,
H6: Electronic word of mouth influences employee-based brand equity.

2.6. Customer intimacy

Relationship marketing covers the entire spectrum of marketing starting from
channels, business to business marketing, services marketing, marketing research,
customer behaviour, marketing communications, marketing strategy, international
marketing and direct marketing. Embraced by industries in the late 90’s and the early
2000°’s, the customer relationship management (CRM) was a managerial initiative that
has become the integral part of the marketing world today (Shannahan & Shannahan,
2010). CRM is considered an important way to enhance customer loyalty and firm
performance. Customer intimacy, as a part of CRM?, has a higher impact to loyalty. In
the face of competitive market conditions, businesses need to deliver consumer value by
having intimate relationships with customers in order to increase their loyalty. According
to Simonson (2003) customer intimacy has two indicators;

Mass customization? is about customer-centric marketing (Sheth, Sisodia, & Sharma,
2000). Mass customization is characterized by the involvement of customers in the process
before the transaction (Teerling & Huizingh, 2006). Mass customization is generally
considered as a tool to build loyalty when mass market quality is no longer a sufficient
differentiator (Bhattacharya & Bolton, 2000). A strong customer relationship is expected
as the result from the combination of mass customization and the internet (Teerling &
Huizingh, 2006). The core of customization is to provide customers with personalized
product based on acceptable delivery time and price not only to win customers, but also to
effectively achieve the goal of sales and production in market competition.

Perceived one-to-one interaction denotes the interpersonal process which results from
intimate behaviours and intimate experiences that create intimate interaction (Li, 2009). In
the efforts to build customer intimacy with customers, companies must learn as much
as possible about each customer’s behaviour, attitudes and expressed needs and use that
to understand where and what pain points are in order to meet customers’ expectations
and retain loyalty and trust which have become more important (Williams, Hernandez,
Petrosky, & Page, 2010). With the growth of the internet, it is common these days to engage
with customers in the social media. The goal of this trend is to have a constant interaction to
gain greater favour for brand and enhance brand equity (Jakste & Kuvykaite, 2012). A close
relationship can be built by creating emphatic responses that can be done by appear social,
personalized interface and personalized recommendation (Li, 2009).

Therefore, when the EBBE is created, employees/staff become aware and
understand better about the company’s brand. This is followed by a higher tendency in
sharing with customers. Hence, it can be hypothesized as follows:

H7: Employee-based brand equity influences customer intimacy.

2.7. Research model

The major difference between the current study and many previous studies
concerning the chosen variables and indicators is simply the used of those variables
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and indicators. If the previous studies tend to separate the variables and indicators, this
current study attempts to combine the selected variables and indicators altogether into
hotels and restaurants. Therefore, the following research model is used in this study.

Figure 2: Research Model

Product
Innovation

Customer
Intimacy

Transformational Internal Employee-Based
Leadership Branding Brand Equity

Electronic Words
of Mouth

3. Research method

This study follows the descriptive-causal research method to provide information
on certain relationships, variables and indicators (Budiman, Anantadjaya, & Prasetyawati,
2014), and to reveal the causal effect from one variable to another as a way to measure
the influence among variables (Sekaran & Bourgie, 2013; Cooper & Schindler, 2010).

The population is employees and customers of at least mid-scale hotels and cafes/
restaurants in the city of Jakarta and Bandung in Indonesia*. Since the nature of the selected
variables used in this study is relatively leads into “internalities”, the sampling method
to choose hotels and restaurants follows the non-probability purposive sampling. Prior
acquaintances with the hotel or restaurant management teams are certainly advantageous.
A stratified sampling method is incorporated to select the supervisory level and up of all
divisions of the hotels and restaurants. Despite the non-probability purposive sampling
method in choosing the hotels and restaurants, the sample size calculation is performed to
ensure the potential generalizability of the results. With the use of PHStat*, the minimum
sample size required is 97.

Because of the questionnaire distributions, this data will have to undergo the pre-
test and post-test for validity and reliability. The validity boundaries follow the SPSS’
KMO & Bartlett’s Test with a minimum of 0.5 to be considered valid (Sarwono, 2012).
The reliability follows the SPSS’ reliability statistics, which are based on Cronbach
Alpha of Standard with a minimum of 0.7 to be considered reliable (Sarwono, 2012).
The hypothesis tests rely on the use of structural equation modelling with the applicable
parameters on the goodness of fit (Ghozali, 2004; Santoso, 2009; Schumacker & Lomax,
2004; Wijaya, 2009).
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4. Data analysis

The data is appeared to be within the acceptable boundaries of being normally
distributed. With the total of 125 distributed questionnaires, only 104 questionnaires are
usable due to incomplete responses, and minimal variations in responses. This represents
83.20% response rate. The descriptive statistics show that the data are generally within the
acceptable parameters of normality. This indicates that the data set can be further analysed.
The summary of the respondents’ characteristics are as follows; approximately 58% of
respondents are female, 69% of respondents are at least 35 years old or younger, 40% of
respondents are residing in the suburban areas of Jakarta, 52% of respondents are holding
at least an undergraduate degrees, 57% of respondents are at least holding the supervisory
level positions, 81% of respondents are earning less than Rp. 10 million per annum.

In terms of the validity of the data, the following table shows 0.750 on the measure
of sampling adequacy. This means that the data in this study is considered 75% valid.
The reliability of the data is 0.884. This means that the data in this study is considered
88.4% reliable for all 38 statements used in the questionnaire.

With the combination of 75% validity and 88.4% reliability, further process on
data analysis can be performed.From the AMOS results, as shown in Figure 19: AMOS
Output,the summaries can be drawn as follows;

1. Transformational leadership negatively influences product innovation as much
as 16%. Among the indicators used to approximate the transformational leadership, the
inspirational motivation shows the strongest explanatory power of about 89%. This
result means that to create a successful transformational leadership inside organizations,
inspirational motivation may have to be learnt, formulated, and implemented.

2. Transformational leadership positively influences internal branding as much as
54%.

3. Transformational leadership negatively influences eWOM as much as 3%.

4. Product innovation negatively influences EBBE as much as 7%. Among the
indicators used to approximate product innovation, the focus to short-time to market has
the strongest explanatory power of about 80%. This result means that successful product
innovation relies on time to market. This simply means when organizations disregard the
importance of time to market, the results of product innovation may not matter. Ironically,
the average-quality product innovation may excel as long as organizations introduce the
product immediately. This result means that the highest quality of product innovation
may actually be wasted when organizations delay the introduction of products.

5. Internal branding positively influences EBBE as much as 33%. Among the
indicators used to approximate internal branding, brand training has the strongest
explanatory power of about 74%. This result means that organizations must ensure the
proper and regularly-scheduled brand training to have the satisfactory internal branding.
At the very least, brand training may boost employees’ awareness toward the company’s
brand. The awareness may eventually lead to internal brand building.
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Figure 2: AMOS Output

eWOM positively influences EBBE as much as 4%. Among the indicators used
to approximate eWOM, informational usefulness has the strongest explanatory power
of about 71%. This result means that to create a successful eWOM, the management
may have to focus on the informational usefulness. Undoubtedly, the informational
usefulness should be carefully approximated from the public perception, and not from
the management perspective alone. This may be easier said than done. At least, this
conforms to the studies on the effectiveness and efficiency on the corporate portal and
search engine (Kosasih & Anantadjaya, 2008; Perera, Anantadjaya, & Nawangwulan,
2013).

EBBE positively influences customer intimacy as much as 16%. Among the indicators
used to approximate EBBE, brand knowledge has the strongest explanatory power of about
61%. This result means that the management needs to focus on improving the employees’
brand knowledge. With the higher employees’ brand knowledge, this result shows that
EBBE may improve accordingly. Concerning the customer intimacy, in the same fashion,
among the indicators used, perceived one-to-one interaction has the strongest explanatory
power of about 87%. This result means that one-to-one interaction is vital to boost the level
of customer intimacy. Hence, though personal interactions may push the organizational
cost upward, it appears that the management may have to ensure such existence.

From the AMOS results, it is obvious that internal branding requires the presence
of transformational leadership, and the creation of employee-based brand equity requires
the presence of internal branding. Though the levels of influence are expected to be much
higher, at least this provides a clear path for the management on what to do when they
need to create internal branding and employee-based brand equity. It should be noted
though since the level of influence of the transformational leadership toward internal
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branding is a mere 54%, the formation of internal branding may be influenced by both
transformational and transactional leaderships. Also, since the level of influence of
internal branding toward EBBE is only 33%, the management may have to investigate
further other influential factors on the formation of EBBE.

5. Conclusions and recommendations

With the data analysis above, the following conclusions and recommendations can
be formulated:

1. Transformational leadership negatively influences the processes and/or
activities toward product innovation

Recommendations:

Based on this result, and concerning the intention toward product innovation,
companies may need to focus on other leadership styles. As a direct opposite of the
transformational leadership, perhaps, the transactional leadership serves as a better
style in ensuring the proper systematic steps onto the whole processes and/or activities
pushing-forth for product innovation initiatives.

Nonetheless, other leadership styles can certainly be considered. Future studies
can incorporate different leadership styles, such as; authoritarian leadership, visionary
leadership, situational leadership, charismatic leadership, transactional leadership, or
other prominent leadership styles, to note the level of influence and/or explanatory power
toward product innovation.

2. Transformational leadership positively influences the level of internal branding

Recommendations:

Concerning the intention to boost the level of internal branding, companies may
want to ensure the proper practice of the transformational leadership. Based on AMOS’
explanatory power, the use of transformational leadership inside companies may likely
increase the level of internal branding by as much as 54%.

Hence, it is recommended that companies may want to initiate the soft skill-based
managerial training on leaderships.

3. Transformational leadership negatively influences the formation of electronic
word-of-mouth

Recommendations:

Concerning the electronic word-of-mouth, and just like the intention toward
product innovation, as explained above, perhaps, transformational leadership may not be
the proper style to be incorporated inside companies.

Leaders with actual skills and knowledge on electronic/technology may be
required to lead the team in accomplishing the success of the electronic gadgetries.

Hence, other leadership styles can certainly be considered in future studies. It is
expected that other leadership styles may have higher explanatory power toward the
formation of the electronic word-of-mouth, and the success stories that follows.
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4. The processes and activities of the company’s product innovation negatively
influence the formation of employee-based brand equity

Recommendations:

Concerning the relatively minimal value of only 7%, though the result indicates
that product innovation may only be indirectly influence the formation of employee-
based brand equity, however, the minimal value suggests that companies may still have
to focus on any intentions and initiatives on product innovation.

Hence, it is suggested that companies may pledge product innovation and
encourage employees to keep working on it. The managerial pledge and encouragement
may likely influence the employee-based brand equity, otherwise, in due time. With a
focus on particular tangible products, the managerial commitment and encouragements
could be considered as the variables on future studies.

5. The level of internal branding positively influences the formation of employee-
based brand equity

Recommendations:

Companies must understand the importance of internal branding toward the
formation of employee-based brand equity. To do so, companies may want to focus on
continuous brand training to all employees while strengthening the quality of internal
communication among staff members.

Hence, for future studies, details on brand training, including other indicators of
approximate internal branding may be considered.

6. The formation of electronic word-of-mouth positively influences the formation
of employee-based brand equity

Recommendations:

Concerning the electronic word-of-mouth, companies may choose to disregard
if the companies are striving for more solid employee-based brand equity. Aside from
a mere 4% explanatory power toward the formation of employee-based brand equity,
it appears that word-of-mouth, particularly the electronic-based, may influence public/
consumers a lot more than employees of certain organizations.

Hence, on one hand, future studies may exclude the presence of electronic word-
of-mouth in the model to see the variation of influential level. On the other hand, future
studies may include consumer behaviour, particularly the level of intention to buy
companies’ products/services.

7. The formation of employee-based brand equity positively influences the level of
customer intimacy toward the company s products/services

Recommendations:

With this result, it is apparent that companies need to ensure the presence of employee-
based brand equity as leverage toward increasing customer intimacy. Focusing on the perceived
one-to-one interaction is deemed more crucial than stressing on mass customization. It is a
clear indication that personalized approaches are more advantageous.

Hence, future studies may want to focus on personalized efforts to note the impact
toward the level of customer intimacy.
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Endnotes:

Innovation concerns with change (Enzing, Pascucci, Janszen, & Omta, 2011).
There are different types of innovations such as newness of products or process,
newness of usage or a combination of both and the level of difficulty in managing
each type of innovation will vary (White & Bruton, 2007).

CRM is a whole process where customer relations are built and maintained
by delivering superior customer value and satisfaction (Wirtz, Chew, &
Lovelock, 2012)

Mass customization as an attempt to reach customer intimacy cannot be
ended in one point because if it is ended is also means that the intimacy level
which has been trying to build will be gone too.Knowledge loop of mass
customization shown that how important it is to the contribution of total value
which can be divided into 5 main categories (Freund & Piotrowski, 2005):
financial, innovation, processes, client/customers, and human/employees.

The city of Jakarta is selected due to its status as the capital city of the Republic
of Indonesia. The city of Bandung is selected as the “get-away” city for the
residents of Jakarta.

Only 50% is considered as the true potential proportion to be taken as samples.
Of those 50% true proportion, the allowable sampling error is limited to be at
10% maximum, while maintaining the 95% confidence level.
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YHAINIPEBEILE UMHUIIA TYPUCTUYKE JECTUHALMUJE
HEMATEPUJAJIHOM KYJITYPHOM BAIITUHOM:
INPUMEP IIPHE I'OPE

ArncTpakT

C 063upom 0a caspemenu mypusam y pacmyhoj epu yceaja Konyenm exonomuje
UCKYCMBA, MYyPUCUYKO UCKYCMBO OA3UPAHO HA HeMAMepUujamiHoj KyimypHoj
bawmuHu nocmaje 6adcan enemMenm UuMupa mypucmuyxe oecmunayuje, Kao
CcKyna mepyenyuja nompowaya — mypucma o Oecmunayuju. Typucmuuka
sanopuzayuja HemamepujarHe KyaimypHe OauimuHe HA O0O0PAHCUBUM OCHOBAMA
Mooice bumu nocedno eaxcna 3a umuy semama nonym Lpue I'ope ca oepanuvenum
pecypcuma, ykawyuyjyhu npupoone pecypce, kanuman u RORYIAYUjy 00 ceead
620.029 cmanosnuxa (Monstat, 2011). /pyeu pasnoe je nogezan ¢ meHOeHyujom
3emme da ousepsugpukayuje c6ojy mypucmuyxy HoHyoy u npugyie Hoge mpicuume
cezmenme Koju ¢y MOMUBUCAHU KVAMYPHOM OQUIMUHOM, MaHugpecmayujama,
emuoepagckum epeonocmuma, umo. Y osom pady, aymopu esanyupajy mexyhe
uzasose y mypusmy Lipne Tope u nompeby 3a ynanpeherem umuya mypucmuire
decmuHayuje Koju ce memesnsi Ha 04y8arby U NPOMOYUjU HeMamepujaine KyimypHe
bawmune. Mapxkemune 002060p Ha dame u3azoge modice damu donpuroc Llpue
Tope sajeonuuxom esponckom udewmumemy u jauamu ocehaj npunaoHocmu
decmuHnayuje 3ajeOHUdKoM esponckom Kyimyprnom npocmopy. Hcmpaosicusarve
Y 060M pady 3dacHO6AHO je Ha amanuzu nocmojehe aumepamype, UHOYKYuju,
0eOyKYuUju, cCmamucmudkum Memooama u aHaiusu cmyouja cayuaja.

Kuwyune peuu: mypucmuuka decmunayuja, umuy, HeMamepujaina KyinypHa
oawmuna

Introduction

The image is a kind of net result of the interaction of all the experiences, beliefs,
feelings, and impressions which each stakeholder has in connection with an organization.
The primary objective of image management is creating the intended or targeted image,
as well as creating a favorable reputation in the minds of key stakeholders (Krstié, Krsti¢
and Ivanovi¢, 2013). A good image in public, over a longer period of time, creates a
reputation which contribute to improving the financial performance and long-term
competitive advantage (Krsti¢, 2014; Krsti¢, 2014a).

Destination image represents the sum of all beliefs, ideas and impressions that
people associate with a destination (Crompton, 1979; Kotler, Haider and Rein, 1993).
Nowadays, with its global presence, tourism has a vital role in safeguarding culture.
On the other side, tourism is becoming an increasingly important factor in promoting
national identity, especially in small countries in transition that are most often affected
by the negative aspects of globalization. Almost everywhere, identity is partly created
out of the images constructed or reproduced by tourists (Urry, 1994; according to Palmer,
1998). “Intangible cultural heritage is transmitted from generation to generation and is
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constantly recreated by groups in response to their environment, their interactions with
nature and their history, providing them with a sense of identity and continuity.” (http://
pub.unwto.org/). Intangible cultural heritage consists of specific knowledge, skills,
traditional crafts, traditional instruments, folk art, customs etc. It represents a real and
symbolic part of the national and destination’s identity. Safeguarding the living heritage
may also be a part of the tourism destination image as a sum of beliefs and impressions
that people hold about a place.

The concept of intangible cultural heritage was recognized relatively late in
terms of its protection: the UNESCO Convention for the Safeguarding of the Intangible
Cultural Heritage recognized it in 2003 and it came into force in 2008. South Eastern
European Countries (SEE) made the ratification of the Convention, but intangible
heritage of Montenegro is neither sufficiently investigated nor protected.

The concept of economy of experience is recent, while experience is a phenomenon
which is linked to culture, tourism, entertainment, marketing, etc. Proponents of economy
of experience (Pine, Gilmore, 1999) viewed it as a key element of the value of a tourist
destination, considering that modern tourists seek not only a product or service, but the
experience that they will remember, in relation to a given product or service.

Current facts about Montenegrin tourism development

Tourism has played an important role in the Montenegrin economy since 1950s.
However, up till 1990s Montenegrin tourism image was identified as an overall Yugoslav
image of cheap and mass tourist destination. In spite of different tourist attractions
that are scattered all over the country, tourism in Montenegro has always been mainly
centered in the coastal region. After the 1990s crisis Montenegro is trying to create a new
image based on the model of tourism development that is more sustainable and more
diversified in terms of an offer, which includes sustainable cultural tourism. Currently,
tourism represents the main industry in Montenegro.

World Travel & Tourism Councils (WTTC) ranks Montenegro, among the 184
countries where tourism is one of the priorities in the development, at the following
positions: 135th place of the absolute size in 2013, ranked 36th by the amount of
contributions to GDP in 201, the first place according to the forecast growth rate in 2014
and the first place to the long-term growth forecast (period 2014-2024) (www.cdm.me/
turizam/).

According to the Report from 2014, Montenegrin total (direct and indirect)
contribution to GDP from travel and tourism was 714.2 million (20 percent of GDP)
in the 2013. It is expected to increase of 8.8 percent on average per year in the next
ten years (1877.3 million, or 37.2 percent of GDP in 2024th) (www.cdm.me/turizam/).
Furthermore, 1,492,006 tourist arrivals were recorded in Montenegro in 2013 which is
3.6% more than in 2012, while the number of overnight stays of 9,411,943 is higher
by 2.8 %. Of these, 89.4% were foreign tourists and 10.6 % domestic tourists. Most
overnight stays in 2013 were realized by tourists from Russia (28.1%), Serbia (25.1%),
Bosnia and Herzegovina (7.5%), Ukraine (5.6%), Poland (2.7%), Germany (2.3%) and
France (2.2%). Tourists from other countries realized 23.2%. As regards the density
of overnight stays in tourist areas in 2013, the highest rates were recorded in coastal
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areas (97.0%), capital (1.2%), mountain areas (1.1%) etc.(http://aktuelno.me/ekonomija/
monstat-crnu-goru-posjetilo-15-miliona-gostiju).

The primary document that was supposed to establish a new competitive position of
Montenegro after the conflict in former Yugoslavia in 1990s was the Master Plan - Tourism
Development Strategy of Montenegro by 2020, which was adopted in 2001. In this strategic
document, Montenegro was described as a competitive tourist destination: in the first half of the
year a high quality Mediterranean destination and in the second half of the year a destination
for an active vacation. Meanwhile, Montenegro has made some improvements regarding
infrastructure, promotion, structure and hotel accommodation, etc., but the basic problem
was the lack of the Master plan’s implementation. The revised version of the Master Plan was
adopted in 2008 and its focus is on the diversification of tourism offer based on unique and high-
quality tourist experience. Accordingly, orientation towards new market segments, including
more responsible tourists who do not prefer mass tourism experience, was emphasized.

The fact is that there are many challenges associated with new, sustainable tourism
directions in Montenegro. Particular effort must be made in trying to attract new segments
of tourists. The candidate status for the EU membership is one of the things that affect
the need for creating further approaches for development of the tourist destination image,
including strategies for valorisation of intangible culture through tourism.

Intangible cultural heritage of Montenegro and in the context
of tourist destination image

“Cultural tourism-that is, tourism with the objective (among others) of
experiencing cultural heritage, whether tangible or intangible - is an expanding segment,
and it seems likely that growth will continue in the long term” (http://unesdoc.unesco.
org/images/0017/001787/178732e.pdf.). Tourists are seeking more and more to fully
interact with local cultures and experience the global variety of arts, handicrafts, rituals,
cuisines etc. Accordingly, there are 6 typical areas that connect tourism and intangible
cultural heritage: handicrafts and the visual arts; gastronomy; social practices, rituals
and festive events; music and the performing arts; oral traditions and expressions and
knowledge and practices concerning nature and the universe” (http://ethics.unwto.org/
en/content/tourism-and-intangible-cultural-heritage).

Intangible cultural heritage may be a powerful force in creation and maintenance
of a tourist destination image because it relies upon specific historic symbols as a means
of attracting tourists. In the Southeast Europe, in Turkey a joint declaration on the
intangible cultural heritage and its safeguarding was adopted on December 17, 2009. The
emphasis was also placed on multinational nominations for the UNESCO list. Actually,
intangible goods which are located in several countries usually run for multinational
nominations. Montenegro has recently created the conditions for protection of its living
tradition, by enforcement of the Law on Ratification of the Convention on Intangible
Heritage in 2009 and the Law on Protection of Cultural Property in 2010.

Intangible cultural heritage is a type of living heritage that is being constantly
renewed and that evolves in accordance with the environment. It has to be traditional,
but still alive, that unifies past, present and future. It constitutes an important part of the
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cultural heritage because it provides a sense of identity and belonging to a particular
community (Jovanovié, Vitié-Cetkovi¢, 2013). Local communities are the main actors
in the creation and transmission of intangible cultural heritage: they are its creators,
guardians and transmitters (Harris, Griffin, Williams, 2002).

From the standpoint of a tourist destination image, local communities need to
spread the “spirit of the place”, where the “spirit” refers to the thoughts, the man and
the immaterial, while “place” evokes the geographic location, the physical world, in
short the material elements. Therefore, “spirit of the place” is one dynamic relationship
between material (sites, landscapes, buildings) and spiritual elements (rituals, legends,
customs, festivals, arts) that breeds a sense, meaning and emotion (Turgeon, 2010).

At the end of 2012, Montenegro drew up an initial list of 178 customs, skills,
arts, crafts - living tradition that were proposed and some of them may be placed on
the list of world intangible cultural heritage. In comparison with the region, Croatia
has already placed 12 living traditions on the UNESCO list; Serbia sent 27 proposals,
while Montenegro has just started the list (http://www.vijesti.me/kultura/crnogorska-
nematerijalna-kulturna-dobra-od-gusala-gadanja-kokota-clanak-107418).

The cult of St. Vladimir, religious ceremony dedicated to St. Tryphon, Dobrotska
lace, Durmitor’s legends, Boka Navy, FaSinada are some of the proposals listed by
Montenegro for nomination to the UNESCO list of the Intangible Cultural Heritage.
In this paper, 3 intangible cultural goods from coastal, mainly mass tourism region of
Montenegro were selected for evaluation.

The cult of St. Vladimir and traditional procession of bringing the cross on the
mountain Rumija, near the town Bar on St. Trinity day, represents a thousand year old
tradition. It is a unique heritage of the people of all three religions (Orthodox, Catholics
and Muslims) that live in this area. This cult is one of the oldest cults in southeastern
Adriatic and one of the oldest Christian cults in Europe. The cross is connected to
Doclean Prince Vladimir (980-1016) who was according to some historical data, the
first ruler of the first nominally independent Montenegro - Doclea. Prince Vladimir was
proclaimed a saint, while the cult of St. Vladimir is honored not only in Montenegro,
but also in Macedonia, Bulgaria and northern Greece, and therefore belongs to living
traditions of Montenegrin, Balkans’ and European culture.

Figure 1: St. Tryphon’s dance circle

Source: https://www.google.me/search?q=izno%C5%A 1 enje+krsta+na+rumiju&tbm=isch&imgil
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The religious ceremony dedicated to St. Tryphon, the patron saint of the town of
Kotor, whose relics are kept in Kotor’s cathedral, represents a 12 century old tradition.
According to the tradition, in 809, sailors from town of Kotor who were present at the
arrival of the ship which brought the relics of St.Tryphon, performed the typical St.
Tryphon’s dance, which today characterizes the religious ceremonies of St. Tryphon.
That year, the Fraternity of seafarers was formed, and nowadays it is one of the oldest in
the world - Boka Navy. From 1979, the Natural and Culture - Historical Region of Kotor
is a World Heritage Site.

Source: https://www.google.me/search?q=kolo+boke%C5%A 1 ke+mornarice&tbm=isch&tbo=ué&s
ource=univ&sa=X&ei=b0OvKU4KACuHnywOv6Y GA Aw&ved=0CDIQ7Ak&biw=1024&bih=610

Figure 3: St. Tryphon’s dance circle

Source: https://www.google.me/search?q=kolo+boke%C5%A 1ke+mornarice&tbm=isch&tbo=u&sou
ree=univ&sa=X&ei=b0vKU4K ACuHnywOv6Y GA Aw&ved=0CDIQ7 Ak&biw=1024&bih=610

Making Dobrotska lace is a traditional craft which dates from the 12th century,
whereas the first records originate from the 15th century. In the Middle Ages and later,
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on the east Adriatic coast there were manufactories for making Gothic and Renaissance
handiwork of high artistic value. One of them was located in Dobrota, whose residents
were engaged in shipping and trade, and were exposed to different cultural influences.
Local sailors were bringing home the various items from their travels, including the
lace. It had inspired the women from Dobrota to commit to specific skills of making
lace, which they partly sold and partly gave away to churches. Nowadays, the local
community organizes workshops for making Dobrotska lace, in order to preserve and
promote this unique embroidery.

Figure 4: Dobrotska lace

Source: http://www.vesti.rs/Vesti/Dusa-dobrotske-cipke-2.html

These examples show the need for Montenegro to be strategically placed as
intangible cultural heritage.

An interesting approach for the valorization of intangible cultural heritage may
be «Scheherazade strategy» (Salmon, 2011) which is based on the following activities:

1. Presentation of heritage through a story that represents the destination’s
identity — Storyline

2. Placement of stories in the desired time — Timing

3.  Emphasis of messages or to highlight destination’s attractions — Framing
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4. Networking via Internet, etc. in order to attract the appropriate tourist niches
- Networking

Anyhow, orientation towards the safeguard and promotion of its intangible cultural
heritage can be one of the approaches to raise the tourist destination image, extend the season,
encourage extension of tourists staying at the destination, stimulate consumption during their stay,
etc. Challenges to overcome in Montenegro include the need for redirect the tourist destination
image to better reflect the region’s history and better shift towards new and demanding market
segments. Anyway, the local community has to be involved in promoting the “spirit of place”,
thus providing authentic visitors’ experience and expanding the tourist destination image.

Conclusion

Competition in the global tourism market requires innovative approaches in
tourism development. Montenegro, a country where tourism is the main developmental
strategy tends to redirect its image and attract new market segments, including ones
motivated by cultural heritage, events, education, ethnographic values, etc.

Montenegro’s step towards the European Union imposes an obligation to safeguard
the tangible and intangible culture with the aim of contributing to its diversity. That can
also involve regional cooperation in the Southeastern Europe due to the common intangible
cultural heritage that has to be properly protected and jointly promoted in terms of region’s
tourism positioning. On the other hand, responsible tourists may become our partners that
support conservation of heritage, contribute to the spread of “spirit of place” as a unique
destination experience in an increasingly globalized world. Anyhow, the intangible cultural
heritage in Montenegro must be thoughtfully managed and used in a sustainable manner if
it is to survive and contribute to recognizable tourist destination image.
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MANAGEMENT INSTRUMENTS USED FOR
THE IMPROVEMENT OF THE ENTERPRISE VALUE
CHAIN IN ORDER TO INCREASE ITS COMPETITIVENESS

Abstract

The aim of the article is to present stages realized in the process of improvement of
the enterprise value chain and the characteristics of basic instruments used for search-
ing directions to improve the efficiency of the enterprise value chain in order to increase
its competitiveness in the market. The conducted analysis of the literature has allowed
to explain the concept of the value chain. Furthermore, in the elaboration the scope
of actions undertaken in the methodology to improve value chain was indicated and
the classification of concepts and methods used for the improvement of the enterprise
value chain was presented. The synthetic characteristics of selected management tools
which can be used to improve the enterprise value chain, such as QFD method, value
analysis, value stream mapping, ABC method, benchmarking, outsourcing, Lean Man-
agement, BSC, has a special position in the article.

Key words: value chain, QFD, value analysis, value stream mapping, ABC, bench-
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AncTpakT
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Introduction

Value based management that creates an enterprise organizational system consists in
assessing the efficiency of their operation from the customers’ perspective and executive pos-
sibilities appointed by the potential that the firm has.

Enterprises’ openness to changes and the possibility of continuous adaptation of their
activities to the environmental conditions requires perceiving and responding to customers’
needs by creating new values for them. The value chain as one of the models showing the sys-
tem of creating value in an enterprise allows to identify processes realized in the organization
and to assess the effectiveness of achieving them due to determining and developing specific
measures and methods of measuring the results of these processes.

The value chain is a tool for identifying the way how to create more value for the cus-
tomer, and thus for the enterprise. It is an essential tool for identifying and assessing each link
(process) that influences on the creating value process.

The concept of enterprise value chain

The value chain is one of the important concepts showing the process of “adding”
value to the product. In the literature, it is defined variously, but it can be seen that a key issue
in each of interpretation is the emphasis on creating value added (for the customer), which is
the consequence of the implementation of ordered processes with one another. Table 1 pres-
ents the chosen definitions of the value chain.

Table 1: Interpretation of the concept of “value chain”

Author Definition of the value chain

P. Drucker It is an ordered sequence of different types of functions (activities), generating value of
the product, which is determined by market relations between the enterprise and the buyer.

This is strictly defined stream of different types of activities that are undertaken by enterprises

ME. Porter forming in different way a common system of values.
. This is a sequence of interrelated activities carried out within the manufacturing process of
J. Rokita . .. R .
the final product or service, giving the possibility to achieve value added.
A. Stabryla It is a sequence of interrelated (serial or parallel) phases of the management process and

executive process referred to the particular sector of the enterprise’s activity.

PB. Schary, | It consists of one integral system, in which processes leading to the formation of the product are
T. Skjott- | realized, and each process is assessed from the point of view ofits contribution to the total value added
Larsen generated by the chain.

Source: own elaboration based on: (Drucker, 1976, p. 120; Rokita, 2005, p. 196; Porter,
2006, p. 58; Stabryta, 2007, p. 165; Schary, Skjott-Larsen, 2002, p. 14).

The value chain is a concept constructed on the basis of system approach to manage-
ment. [t consists of two parts: structural and methodical one. The first one contains a model of
the enterprise as a system of activities, describes its components and the relationship between
them. The second one provides indications for analysis — costs of activities and sources of dif-
ferentiation (Czakon, 2003, p. 33). The aim of the entire value chain is to create in an effective
and flexible manner the highest value added, which will be accepted by the final customer.
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The value chain might be considered in broader context, which takes into account its
three levels: the level of the economic path of the sector, the level of the enterprise value chain
in cross-section of processes, and the level of activities (Nita, 2008, p. 78).

In the enterprise value chain a number of important changes caused by both external
factors, and internal ones have occurred. To the factors that have a significant impact on
the structure of the value chain are included: decomposition, specialization, delocalisation,
configuration, integration, externalization, globalization, cooperation, virtualization, recom-
bination, coordination (Aurik, Jonk, Willen, 2003, p. 12). Widely used IT systems, new ways
of communicating and managing borderless activities of the corporation have a particular
importance for the transformation of chains of enterprise value added.

Stages of improvement of the enterprise value chain

Nowadays, the improvement of the process of creating enterprise value chain in vari-
able operating conditions is becoming an important challenge to the entire organization. It is
based on a constant searching possibilities to improve daily operations of realized processes
as well as the relationship between the processes. This need is caused by constant cost com-
petition, and also pressure to increase widely understood quality. Improvement of processes
is emphasized in various management concepts and methods including, inter alia, the Kaizen
philosophy, quality management, logistics or knowledge management.

The method of improving the enterprise value chain in diagnostic terms includes the
following phases of conduct:

1. Determination of aim to improve system of the enterprise value chain.

2. Identification of criteria used to assess the value chain model.

3. Determination of type of enterprise value chain model and its assessment.

4. Development of options to improve the existing enterprise value chain according

to the adopted model of the value chain.

5. Selection of the final variant of the value chain (using the evaluation criteria) and

the development of detailed project of the improved value chain model.

6. Implementation and assessment of effectiveness of improved model of value chain.

An important task in the process of improving the enterprise value chain is to deter-
mine the structure of the value chain for the entire sector, that is recognition of activity of
creating an economic path connected with producing a particular product (Gierszewska, Ro-
manowska, 2003, p. 184). The basis for achieving a competitive advantage is to understand
the entire sector, in which the enterprise competes, not just that part of the value system in
which it participates. The possibility to deliver greater value added to the value chain depends
on skills of understanding its determinants by each link and considering them in global value
chain strategy (Kasiewicz, 2005, p. 24).

Apart from the subjective structure of the entire value chain, a substantial research is-
sue is an analysis of processes of integrating all links, i.e. determination of objective structure,
whereby the transfer takes place: material, financial, information, and knowledge one.

The designed value chain must respond to market demand in a manner compatible
with the strategy of the enterprise. The enterprise strategy which is adopted by it must go out
from customers’ needs, which provide services or will provide services to them. Depending
on customers’ needs, the value chain in the enterprise must provide an appropriate compro-
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mise between speed of reaction and efficiency. The enterprise, which value chain enables to
meet customers’ needs effectively, gains higher market share compared to the competitors,
and its activity becomes more profitable.

Classification of concepts and methods used to improve
the enterprise value chain

Depending on adopted aim to improve the enterprise value chain, there can be distin-
guished two approaches: a) Approach in which used methods lead to radical (revolution-
ary) changes in the value chain: e.g. Process Innovation, Business Process Reengineering,
Business Process Redesign, Simultaneous Engineering, Time Compression Management,
Fast Cycle Response, Big Picture Improvement, etc.; b) Approach in which used methods
allow gradual changes in improvement of the value chain: e.g. Process Value Analysis,
Overhead Value Analysis, Activity Value Analysis, Business Process Improvement, Total
Quality Management, Activity-based-costing, Lean Management, Outsourcing, Bench-
marking, Just-in-time, Balance Scorecard, etc.

Different concepts and methods are used in the improvement of the value chain that
can be classified using the selected groups of methods presented in Table 2.

Table 2: Classification of selected methods used to improve the value chain

Economic and financial methods

Ratio analysis, cost analysis, budgeting, analysis of results, data analysis, comparison method, value
stream maps, ABC method, reporting system, controlling, analysis of financial statements

Management methods

Lean management, management by objectives, management by results, BSC, outsourcing, risk
management, TQM, controlling, time management, JIT, team management, TBM

Behavioral methods
Observations, analysis of documentation, interviews, face-to-face conversations, training, communication
methods, opinion poll, surveys, questionnaires, tests
Methods of strategic analysis

Analysis of key success factors, resource analysis, stakeholder analysis, benchmarking, Porter five forces
analysis, BSC, SWOT analysis, strategic balance
IT methods

Database, monitoring, MRP, ERP, CRM, simulation methods, modelling methods

Heuristic methods
Delphi method, brainstorming, method of analogy, morphological method, expert method

Operational research methods
Decision tree, programming (linear, dynamic), fault tree analysis, decision matrix, forecasts
Qualitative methods
QFD, FMEA, TQM, statistical quality control, Ishikawa diagram
Organizational methods

Value analysis, schedules, network techniques, diagrams, procedures, plans, charts, description methods of
the organizational structure, methods of analysis and improvement of processes, checklists

Marketing methods
Market research, customer needs analysis, competitive analysis

Statistical methods
Trend extrapolation, multivariate analysis, analysis of preferences, scaling

Source: Walas-Trebacz, 2015, p. 448
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Further development of methods used to improve the value chain will require use of
IT systems, which largely accelerate the analysis of previously collected data, comparing
them over a period of time, allows to create different models and simulations, which save the
resources and time for their traditional constructing.

The characteristics of selected concepts and methods used
to improve the enterprise value chain

In synthetic manner, there are presented possibilities of using the selected concepts and
methods to improve the value chain, such as: QFD, value analysis, value stream mapping,
activity based costing, benchmarking, outsourcing, Lean Management, TQM, BSC.

A very useful method in the analysis and improvement of value chain serving custom-
ers’ needs and preferences, and designing a new product is Quality Function Deployment.
The method came into existence in Japan in the 1960s of the Twentieth Century. Yoji Akao
is generally believed as its creator, who introduced it in Mitsubishi Kobe shipyard in 1972
(Akao, 1972, p. 7-14). Then, the method was used in the 80s by American companies like Ford
and Xerox, and later by companies, such as: Digital Equipment, Hawlett-Packard, AT&T, ITT
(Hauser, Clausing, 1988, p. 67-68). This method is used to transform customer’s requirements
into conditions, which the enterprise must meet during the consecutive stages of manufacturing
and delivering products, starting with design, through procurement, production and distribu-
tion, through to sales and service (Hamrol, Mantura 2004, p. 229). The purpose is to reposition
customer’s needs (internal and external) to the characteristics of the product, processes and
resources in the value chain. It is used in the process of transferring values into strategic and
operational decisions of implemented operations in the value chain (Lowe, Ridgway, 2000, p.
13). The QFD method is applicable both for products and services (Obora 2000, p. 112).

By using the QFD method the enterprise can achieve the benefits of various kinds,
inter alia:

*  Organization (inter alia: shortening the stage of product design; reducing the
number of changes in product and process design; reducing changes in a project;
identifying weaknesses of process and product, etc.);

*  Economic (inter alia: reduces the cost of design changes; reduces the cost of
inspections and product quality control; reduces the cost of presence of manufac-
turing defects, etc.);

*  Sociopsychological: for the enterprise (inter alia: improves communication with-
in the enterprise, enables integration of employees, breaks the divisions between
various organizational units, identifies areas of competitive advantage), and for
the customer (inter alia: focuses product on customer’s needs, simplifies the iden-
tification of customer’s needs, improves communication between customer and
the enterprise, increases customer satisfaction of obtaining product).

The QFD method becomes a popular tool in various industries because it has a high
use and cognitive value, but requires high knowledge, experience and ingenuity in creating
process as well as links to casual analysis.

An important method used in the research and assessment of creating value of the
product is Value Analysis. L. D. Miles is considered to be the founder of value analysis who
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developed and implemented it in 1947 (Miles, 1972). The task of value analysis defined by
L. D. Miles is to establish such a multifunctional relationship between product and customer
which will meet satisfactorily all the functions required by the customer at the relatively
lowest cost (Martyniak, 1997, p. 105). This method can be used to test produced or designed
product, manufacturing processes, administrative and office works. The basis of value analy-
sis is to identify the function of the product (referred as the ability to achieve the target result),
and then examine possible options for obtaining these functions, and select such a way of
manufacturing and delivering a product which causes the highest value of the effect/cost
index. The purposes of analysis and shaping values are achieved through: improving cus-
tomer satisfaction resulting from the product quality; raising the level of customer service and
benefits derived from the product; influencing by various methods on reduction of products
costs in the value chain; increasing efficiency of activities; improving efficiency of material
flow; using resources efficiently; increasing the profitability of particular products and groups
of products, customers, markets and distribution channels (Sliwczyﬁski, 2011, p. 196). The
value analysis in the value chain might be applied to product value analysis and process value
analysis. The analysis allows to assess the extent to which product or process meets customer
needs.

Nowadays, the VA method is still used. In recent years, can be seen more frequent
reaching for it in the metal, chemical, computer, IT, transport and other industries (Morgan,
2003, p. 41). The usefulness of VA method largely depend on the results of casual analysis,
staff experience, appropriateness of chosen, analyzed factors affecting the value chain and
operations in it. Value analysis despite its high usefulness is a labour-intensive and costly
method requiring many objective measurements and analysis as well as creative thinking in
shaping solutions (Wawak, 2012).

Another method helpful in improving the value chain is Value Stream Mapping. The
creators of value stream mapping are Taiichi Ohno and Shigeo Shingo who worked for Toy-
ota plants in 1980. At the beginning, a method used to eliminate losses in the production
process in order to achieve competitive advantage was called Material and Information Flow
Mapping. To popularization of value stream mapping method contributed M. Rother and
J. Shook (1999). The VSM method helps to see and understand the property, financial and
information flows properly in the value chain (Czerska, 2009, p. 18). This is an instrument
used to analyze all stages of property flow. It is useful in correlating process and assessing the
impact of processes on the value of the final product during its manufacturing and delivery.
Value stream mapping helps to identify critical processes whose realization has a significant
impact on the results of activities of the entire enterprise. Value stream mapping also allows to
identify actions not adding any value (inter alia waste and overproduction, correcting errors,
irrational transport, surplus of stocks, queue and waiting period) and directs managers to take
action “slimming” and correcting processes (Rother, Shook, 1999, p. 23-25).

The VSM method stacks up both in manufacturing enterprises where product’s path is
followed (from raw material to finished product), and in service enterprises (from the begin-
ning to the end of execution of the contract), what means that it can be used in all organiza-
tions. It is a method that neither requires to increase the costs of computer software used to
analysis, special equipment nor specific staff qualifications. At the same time, this method is
effective (Rother, Shook, 1999, p. 28). However, capturing all necessary information in more
complex cases is difficult by using the VSM method. Therefore, elaboration of value stream
mapping is labour-intensive, requires a lot of experience but it is a functional and effective
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tool to assist management in making decisions concerning changes in the value chain. It is
believed that the mapping will develop based on the use of IT systems that will support their
creation and analysis.

The basic tool from the groups of methods used to analyze costs in the value chain
is Activity-Based-Costing. This method is used to identify and settle costs in the enterprise
during the implementation of the processes in the value chain. The concept of activity based
costing was established in response to criticism of traditional methods of cost accounting
which in changing conditions of functioning of the organization are no longer sufficient for
making management decisions. It was developed in the late 1980s of the Twentieth Century
in the United States, and its creators were R. Cooper and R. Kaplan (Cooper, 1988; Kaplan,
Cooper, 2002). The basic assumptions of the concept say that the organization’s resources are
consumed by activities (processes) rather than products or organizational units, and the fun-
damental part of overheads and indirect costs does not depend on the volume of products, but
varies according to the intensity of their activities (processes). Activity based costing requires
perspective looking at organization, requires the identification of processes at the various
levels of specificity, it is possible for practical use if business processes are known. The most
important steps in cost management activities include: identification of specific actions con-
stituting a specific process; construction of measures referred to the distinguished actions; de-
termination of thcosts of each undertaken action and “valuation” of the entire sequence on the
basis of costs of single actions constituting its composition (Btonski, Kondracki, 2004, p. 15).

In the majority of value chains every action has a distinct cost structure that is deter-
mined by various cost drivers. Cost analysis therefore requires breaking down the enterprise
value chain in order to identify: the relative importance of each action in relation to the total
cost of the product, cost drivers for each activity, and the relative efficiency with which the
enterprise carries out each process, the impact of the cost of one process to the costs of the
another (the links between processes), and activities which should be carried out on enter-
prise own and those which should be outsourced to get opportunities to reduce costs (Grant,
2011, p. 303-304). The primary task of ABC method is to identify diversified levels of cost
absorption resulting from portfolio of a number of products with different supply operations,
production and distribution adapted to different requirements of customers (Kaplan, Atkinson
1998, p. 20). Operating costs are assigned to products on the basis of level of activity absorp-
tion by the product. The total cost of the product is obtained by summing direct and indirect
costs. Thus, the ABC method allows to change the ratio between direct and indirect costs,
capture and eventually resign or improve those activities that are inefficient. In cost account-
ing process approach, in which activities charge the product in direct proportion to their size
and resource consumption for the benefit of products, is used.

Although, the ABC method is an effective and valuable method for the enterprise (al-
lows to determine real costs of product, particular processes, analyze the profitability of activi-
ties, eliminate activities not constituting a value, optimize and rebuild processes, determine a
reasonable level of resource utilization, identify cost drivers of processes and their influence on
activities), it is not widely used because of its high labor-intensity, cost-absorption, difficulty in
making accurate measurements and conducting detailed record of costs incurred in the enter-
prise without taking into account the process approach. Tools used to support the ABC method
include: using IT solutions, budgeting, controlling, ratio analysis, process analysis.

Another helpful method, which is used in many stages of the value chain improve-
ment, inter alia: in the assessment of resources capability and enterprises competencies, in the
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assessment and improvement of processes and products, in the assessment of costs incurred
for the realization of specific processes or products is benchmarking. Benchmarking inspires
to seek new solutions and learn from the best.

The undisputed contribution to the development of benchmarking has Rank Xerox
Corporation, which in 1979 took action considered to be the first comparative analysis in
the United States. The one option of benchmarking, which is applied in practice, is prod-
uct benchmarking or process benchmarking. The application of this method with respect
to products and processes might significantly affect enhancement of the efficiency of the
organization, but it requires many visits in other enterprises, it is time-consuming, it is
associated with incurring high costs, and requires obtaining difficult to access informa-
tion from many sources (Karlof, Ostblom, 1995, p. 60-61). In comparison to benchmarks
which consist only of outcome parameters, process benchmarking allows to know the ef-
fects of activities of various factors on the organization whose processes are considered to
be standard (Zabawa, Krawczyk, 2006, p. 30-34; Bogan, English, 2006, p. 128). This is
due to the fact that processes are a universal category and when they are the subject of
benchmarking the individual conditions may affect to a lesser extent the results of the
comparative analysis and the effectiveness of conducted benchmarking (Tolosi, Lajtha,
2000, p. 347). Improving organization’s processes can also be achieved by a constant,
continuous implementation of ideas from other organizations. If there is a constant ex-
change of ideas between the benchmarking partners, it is possible to obtain continu-
ous improvement for all participants in the process of benchmarking (Mustafa Pulat,
1994, p. 40). Benchmarking is very usefull for effective process management in the
process-oriented enterprises, which is created by “transformation of functional organi-
zation structure into the process model of organizational structure” (Krsti¢, Jovanovic,
Kahrovi¢, 2012, p. 370).

The use of benchmarking in practice is not an easy task because for example, the
selection of processes as the object of benchmarking analysis requires knowledge of their
progress and assessment of their impact on the performance of the organization. Bench-
marking is a tool used regardless of the industry or a type of business, but it is necessary to
select various operational measures used to comparisons between different business pro-
cesses. However, R. Mc Adam believes that benchmarking substantially contributed to
the development of the organization being a factor causing change of the approach: from
a simplified process approach (referred as “function-process” to “process’) to more com-
prehensive network process approach (referred as “network-process”) (Mc Adam, 2001, p.
332). This approach also has changed with the beginning of perception of the value chain
as a continuous indivisible process, which converts faults into required products by using
resources (Hewitt, Robinson, Bennett, 1996, p. 8-14).

The next management concept used to reduce costs and increase the flexibility of
the enterprise value chain is outsourcing. While the history of outsourcing as a phenomenon
is long, increasing use of it in current economies and enterprises has been observed since the
last three decades. For the first time, outsourcing became popular in the early 1980s of the
Twentieth Century when started to pay attention to the growing importance of outsourc-
ing of manufacturing processes, and enterprises decided to fragment these processes and
outsource intermediaries, subgroups and components to sub-suppliers more and more
often. The result of that was a growing fragmentation of the value chain and closer links
between cooperating manufacturing enterprises located in different parts of the world.
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The real revolution in outsourcing was in the 1990s of the Twentieth Century (Ciesiel-
ska, Radlo (red.), 2011, p. 13-14). Over time, outsourcing has begun to include not only
production processes, but also logistics, storage, IT services, accounting services, customer
service, R&D and the others. Searching for economic efficiency means transformation for
the enterprise, whereupon it performs only this what is able to perform better than others
and coordinates the activities carried out by external entities with own value chain (Czakon,
2005, p. 57). Thus, considering outsourcing of components of the enterprise value chain in
the context of the value system, it is a strategic decision, the choice of the scope of enterprise
activity against a background of the manufacturing process of a complex product, or creating
the product value chain (Trocki, 2001, p. 7-9). This decision allows to build core competen-
cies, strategic assets, and constitutes an important element in shaping the enterprise oppor-
tunities or creating its competitive advantage in the market. Outsourcing as a management
concept has a situational character because it takes into account most of the determinants of
a particular enterprise and the value system in which it operates. At the beginning, the main
motive of outsourcing were costs. Over time, there has been the evolution of this approach,
and enterprises, which were applying it, have tried to gain a competitive advantage by com-
bining elements of low costs, differentiation, concentration, and low price as well as using the
opportunities arising from access to new resources and skills occurring in other enterprises,
increasing flexibility and rapidity of activities, improving enterprise activities or reducing
risk (Ciesielska, Radto (red.), 2011, p. 24). Outsourcing in comparison to fee-for-task agree-
ment, allows to create a special kind of relationship between enterprises, or such a partnership
which affects the functioning of the whole enterprise, in pursuance of long-term cooperation
under which the third party takes over the task to rationalize the level of costs incurred by
the enterprises commissioning the service, and at the same time aims to secure the proper
level of service quality (Nogalski, 2010, p. 283). Outsourcing is also a strategy that allows to
increase effects of synergy associated with the implementation of mergers and acquisitions of
enterprises. In its extreme form, outsourcing can lead to create virtual enterprises, where most
of value chain processes are commissioned to.

It also should be mentioned that the use of outsourcing in the enterprise is not always
easy, because wrong: planning, implementation and enforcement of outsourcing projects
and the terms of the agreement with external partners can lead to negative consequences
for the enterprise which decrease the flexibility and efficiency, and increase its operating
costs. The most frequently mentioned risks arising from the improper use of the concept of
outsourcing in enterprises are: strategic risks (e.g. getting rid of competencies, increasing
dependence on suppliers, possibilities of losing sources of competitive advantage, accept-
ing cultural differences); financial risks (e.g. increasing variable costs, not reaching the
intended savings); personal and legal risks (e.g. possibilities of transferring skills of work-
ers from other forms and lack of having own staff, difficulties in transferring licenses, pos-
sibilities of losing know-how, weakening of its own employees motivation); organizational
and operational risks (e.g. reducing the flexibility of outsourced management functions and
control over an outsourced activity, possibilities of losing confidential information, reduc-
ing speed of completing services and changing the characteristics of external services)
(Niemczyk, 2000, p. 142).

Helpful management concept used in improving the value chain and at the same time
raising the competitiveness of the enterprise is lean management. This term is translated as
“slimming” management and replaced by a broader formulation - Lean Thinking or nar-
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rower term — Lean Production (Zimniewicz, 1999, p. 61). The lineage of this concept dates
back to 1978, or the history of the formation of the management system in the Japanese
car company Toyota. E. Toyota and T. Ohno are considered for its precursors (Nogalski,
2010, p. 300). In contrast, a breakthrough in the development of this concept falls on the
year 1991, when the results of the analysis and assessment of the situation in the global au-
tomotive industry (Japan, the United States and Western Europe) were published (Bartusik,
2000, p. 95). Lean Management consists in reducing significantly the cost of value added
production for the customer by reducing employment, production space, finances involved
in the production, capital expenditures, time, etc. The LM method comes down to reducing
the scope of internal functions of the enterprise to strictly necessary activities (Btonski,
Kondracki (ed.), 2004, p. 63). This concept emphasizes the need to eliminate waste in all
aspects of functioning of the enterprise and uses such form of organization to continually
increase the effectiveness and efficiency of the enterprise. Lean Management allows for
the implementation of interconnected goals of the enterprise which are significant from
the point of view of the effectiveness of value chain management, namely: focusing on
customers’ needs and values supplied to them, short production cycle, high integration of
production process, timeliness of delivery, partnership with suppliers, continual improve-
ment of quality, permanent improvement of processes and organizations, identification of
employees with the objectives of the enterprise, maintaining minimum stocks, maximum
utilization of production capacity, accelerating development of new products and introduc-
ing them in the market (Stadelmann, Lux, 1995, p. 33). The enterprise should engage in
activities that bring value to it (Blonski, Kondracki (ed.), 2004, p. 63). The LM method de-
fines value stream as a sequence of all necessary activities to design, lead to the order and
delivery of a specific product to the customer. The value stream corresponds to the value
chain and its analysis aims at extracting activities: creating value, supporting the creation
of value, and not creating value (Czakon, 2005, p. 54). Lean Management provides transi-
tion criteria from the enterprise in a given form to the enterprise identical to the value chain
(Womack, Jones, 1994, p. 93; Levy, 1997, p. 94-102). The implementation of this concept
in the enterprise leads to a higher level of economic efficiency, quality and flexibility by
finding and applying innovative solutions. However, to achieve the above results the enter-
prise is required to create a modern, participatory, pro-quality and pro-effective organiza-
tional culture (Nogalski, 2010, p. 304) and fulfil certain conditions, inter alia: the need to
understand the essence of the concept of lean management by all employees, develop and
implement strategies, tactics, and many management tools, upgrade skills of workers and
managers, ensure employee participation in management, ensure proper working condi-
tions, access to information, ability to avoid conflicts and remove their sources, and pro-
vide creativity and readiness for creative work on every worksite (Lichtarski (red.), 1997,
p- 229). An important feature of the LM method is primarily a long-term and consistent
implementation of selected management tools and techniques.

An important management concept used in the value chain is Total Quality Man-
agement. It means complete and continuous serving needs of the recipient who receives
the highest value of the purchased good for a specified price. This is achieved at the low-
est cost due to the best liberation of the potential possibilities of the enterprise (Btonski,
Kondracki (red.), 2004, p. 78). TQM is a system of activities aimed at achieving cus-
tomer satisfaction, commitment among employees, revenue growth and cost reductions
(Strumilto, 2010, p. 148). W.E. Deming is considered to be the classic of TQM concept.
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Comprehensive quality requires delegating responsibility to the lowest level of the or-
ganization, or involving all employees of the enterprise. The enterprise, which imple-
ments TQM, shows that the canon of TQM is to follow some set of rules that relate
to, inter alia: enterprise orientation on results, customer orientation, leadership, process
management, development and commitment of human resources, continuous learning,
innovation and improvement to maximize the performance of an organization, develop-
ment of partnership, system approach to management, decision-making based on facts,
mutually beneficial relationships with suppliers, bearing social responsibility, etc. (Cza-
kon, 2005, p. 50-51).

TQM as a constantly evolving management system consists of three components:
values, tools and techniques, which aims to increase satisfaction of internal and external
customers, connected with decreasing resource consumption (Hellsten, Klefsjo, 2000,
p. 241). The application of TQM, as a matter of fact, is a special way to involve all em-
ployees in the functioning of the organization, getting active cooperation to implement
enterprise strategy, and creating such an organization, where everyone works together
harmoniously and does not compete with each other. TQM is defined as a universal
method for improving the efficiency of teams, changing the way of thinking. TQM is
gradually becoming a standard. The new edition of ISO 9000 contains many elements
of TQM. The implementation of TQM takes several years and leaders of enterprise are
required to adopt an attitude of teachers in relation to their employees. TQM is broaden-
ing knowledge constantly about what we do, how we do it and how can we improve it
(Strumitlo, 2010, p. 150-151).

The impact of TQM on the functioning of the value chain is evinced in its various
dimensions, and the most important four components include: architecture and integra-
tion (e.g. designing value chain, developing relationships in the environment, process
management), maneuvering (e.g. using decision support systems, service provider man-
agement, constantly improving processes and outcomes), information and communica-
tion (e.g. using integrated I'T management systems, using common databases, using au-
tomatic identification in the form of a barcode), resource sharing (e.g. transport, storage,
information and knowledge, IT systems, etc.) (Szymonik (red.), 2013, p. 145-146).

Enterprises (and especially management) that want to implement this concept
need to “mature” to the philosophy of TQM. Too early and unprepared introduction of
the concept may encounter many barriers sticked in the system as well as among people,
inter alia sticked in: the budgetary conditions set by the quality, political conditions, ar-
rogance, lack of knowledge, research, education, belief in its powers and competencies,
autocratic behaviors) (Dew, 2003, p. 59-65).

A common method of measuring in the value chain management is Balanced
Scorecard. It was constructed by R.S. Kaplan and D.P. Norton in 1992 (Kaplan, Norton,
1992, p.71-79). In their approach, the authors have taken into account four perspectives:
financial, customer, internal processes, and innovation and growth opportunities. This
method is often used to evaluate the activities of the entire enterprise at a strategic level,
but due to its universal formula, it is used very easily in the management of the enterprise
value chain. There can be offered many individual measures and indicators for each pro-
cess in each area, not only within the enterprise, but also connected with external processes
of the enterprise. It is a tool that should be seen as an integrated assessing system of value
chain management from the strategic perspective and with the elements of operational
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management. It allows to answer to four basic questions: how customers see the enterprise,
how efficient are internal processes in the value chain, whether the developed solutions are
innovative and enable further growth and create value in the future, as well as how owners
perceive the enterprise (Tarasiewicz, 2014, p. 97-98). It is important to link the designated
measures and indicators with specific goals and tasks in different areas and at different
levels of the enterprise, what allows to organize cause-effect relations between strategic
objectives. Application of this method gives the possibility to look at the value chain from
a broad perspective taking into account financial and non-financial aspects as well as from
strategic and operational level. However, the use of BSC in the value chain management
requires moving beyond traditional frames of cards (with four prospects) and taking into
account the perspective of partnership which reflects the effects of interorganizational co-
operation in the chain where the company participates. Measurement of effectiveness of
the processes realized in the value chain through this method gives information about the
level of implementation of the strategy of the whole chain and enables the identification
of so-called “bottlenecks”, or areas where might occur decrease of efficiency of processes
which are carried out in the chain (Brzdska and others, 2012, p. 147-148).

There also should be indicated the limitations of this method compared to the
value chain management, namely: during its implementation may occur problems as-
sociated with selecting adequate measures and indicators, and adapting them to the
changes taking place in the enterprise; used and selected measures and indicators do not
always allow to measure effectively integrated value chains including all of its partners,
its application does not allow to measure and compare with competitors (the lack of this
perspective) (Hazell, Morrow, 1992, p. 44-45), does not allow to assess the level of risk
management in the value chain.

Conclusion

Nowadays, there is seen trend of shaping the organization where an analysis of key pro-
cesses is conducted, the effects of the implementation of the basic processes are assessed, what
undoubtedly fosters the implementation of the different methods and management concepts pre-
ferring a process approach, such as: TQM, lean management, outsourcing, JiT, kaizen, bench-
marking, ABC, ABM or BSC. It should be expected more and more interest in implementing
these instruments due to the numerous researches confirming achieving the great advantages by
these enterprises that have wished to use them. These activities are undertaken mostly by large
enterprises but they can be founded also in the SME sector. Cooperation or competition with
corporations will enforce these enterprises to use an approach aimed at continuously improving
its value chain. Searching for new sources of competitive advantage in the value chain is not
only important for the enterprises that use competitive strategy but also for these ones which
want to use them as a bargaining card in creating alliances or making mergers and acquisitions.

The purpose of the proper selection of structures and methods of process manage-
ment and resource management in the value chain is their focus on value. Development and
improvement of the value chain management model allow to better link the adopted assump-
tions of enterprise strategy with various processes occurring in the enterprise and give the
possibility of more effective management, reducing costs and improving the efficiency of
particular participants of the value chain and also of the entire value chain.
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Abstract

The article examines the process of changing the economic paradigms in economic
science. It is shown that all known theories became coexisting in parallel with
each other, the modern image of economic theory changed completely, knowledge
became limited and fragmented. It was investigated the nature of historical changes
in economics, based on the theories of different economists of the world economy.
The main achievements of economic science of the XX century, and the problems of
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exonomuje. Inasna oocmuenyha exonomcke nayke XX exa, kao u npobnemu mersanja
napaoueme y eKOHOMCKoj meopuju maxohe cy ananuzupanu y o6om paoy. Pao ucmuue
uurbenuyy da je mMooepna eKoHoMuja eKoHOMUja 3aCHOBARA HA 3HAarbY. I asHu u360p
cHaze MooepHe eKOHOoMuUje Se NOMNYHO npomenuo. 3a bome ynpaswarbe znanjem
exoHoMucmu mpeba 0a npeyervyjy NPUHYUne C6enicKe eKoHomuje.

Kmwyune peuu: exonomcka napaouema, eKOHOMCKA Meopujd, CGemcKa eKoHOMUja,
EKOHOMUJa 3ACHOBARA HA 3HAIY, PYCKA eKOHOMUjA

Introduction

The modern development of world economy entered the new century with a clear
understanding that the fundamental changes were happened in the economic reality. However,
we should take into consideration the important point that the contemporary instrumental and
theoretical basis for a new reality has not been created yet.

All present economic theories exist in parallel process of development. Moreover, the
different techniques and different terminology are used by different scholars for describing
the existing processes in the modern global economy.

The specificity of the structural transformation of the economy, which any country
is facing during the creation of a new lifestyle, is determined by the special multi-structural
issue. Every country has its own combination of previous unique technological way, which is
reflected in the methods of controlling the technological development of the country.

The reinforcing process of globalization, the interdependence of regions and the
formation of knowledge-based economy led to the creation of a new form of economic
systems and determine its relationship. Therefore, the analysis of characteristics and trends
of substitution of the technological ways is under a great interest for the understanding the
structural changes, technological development and new technological structure, as well as the
modern economic paradigm in the world economy.

The economic reforms that began in Russia at the beginning of XXI century led to the
transformation of the whole economy and society. For estimation the mainstream of reforms
and opening the new domestic sources of economic and social development of Russian
society, is possible on the basis of economic knowledge, so the Russian economic science
is in the stage of comprehension and re-evaluation of scientific and social ideals, which is
closely related to the notion of ontology and methodology of economics.

Methodological debates which happened in the economic sphere are crucial when
the established approaches are in conflict with the new challenges posed by the practice of
the modern scientific community. The relevance of the historical development research of
economic science is determined by the necessity for the development of new methodological
approaches in the sphere of economic knowledge.

A particular problem is the determination of the place of Russian economic science in
the world heritage. Concerning this issue, there are some polar points of view, and we need
to overcome the extremes of approaches. On the one hand, we should not overstate the great
value of Russian economic science, but from another side, we cannot deny its own original
features.
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Methodology

The methodological framework consists of traditional methods, which are characteristic
for the research of the objects of world economy. Thus, for example:

- Method of historical analogies, which approximates the theoretical arguments to
the current situation and is used to reveal the dynamics of the economy;

- Method of comparative analysis, which allows on the basis of specific data,
observing the general features of the objects;

- Forecasting method that allows to identify the main trends and prospects of
relations.

Results

Last century the dominant paradigm of economic theory can be determined as
the concept of general equilibrium of markets. The contribution of general equilibrium
theory is to apply in research of a closed economy (without international trade), as well
as an open economy with international trade development.

Recently, a great number of the Nobel Prize in Economics has been awarded for the
researches connecting with relationships of the markets: analysis of correlated markets
(J. Hicks and Paul A. Samuelson), the existence of a link (K.J. Arrow and J. Debreu), its
linear representation (L.V. Kantorovich), its increase (S. Kuznets). The Nobel Prize in
Economics in 1977 was awarded to B. Olin and J.E. Meade for innovative research of
the international trade. Later, in 1999, the Nobel Prize was awarded to R.A. Mundell for
the research of the effect of monetary and fiscal policy in the conditions of alternative
exchange systems and the research of the optimum of currency areas.

One more important fundamental achievement of the last century can be determined
as the research on the development of economic dynamics methods, which investigated
the transition from the stage of disequilibrium to equilibrium.

It should also be noticed that one of the possible approach of the historical
analysis of the development of any sphere of knowledge appears the concept of
“scientific revolutions” of Thomas Kuhn (1922-1996), according to which the existence
of theoretical thinking and the scientific community is characterized by a changing
scientific paradigm - “a qualitative leap” of thinking way of the most scientists. Such
changes which defined in the theory of T. Kuhn as “a shift of paradigm” were preceded
by a stage of so-called “accumulation of anomalies”, it’s the awareness of the scientific
community the boundaries of existing scientific conceptual approach of solving the
facing challenges, and actually the understanding problems.

A number of recent researches of the history of economic theory use the concept
of “scientific revolutions” of T. Kuhn. This historical analysis provides an opportunity of
estimation the current position of the theory in order to identify the potential areas for its
development concerning the information needs of the market.

At the moment the role and place of information in economic systems are
considered with great interest. In classical economic science this issue was not deserved
a sufficient attention, because it was assumed that all agents of economic relations should
be well informed, and there was no need to take into consideration the information issues.
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Nowadays, the situation has changed completely. The basis of the forming society
is information resources. Therefore, the information economy should be viewed as part of
a post-industrial economy, which is determined by the progress of science and technology,
which made the basis of technical and economic development of high technology.

The important achievement of the last century is the awareness of the necessity of
macroeconomic problems’ analysis. Whereas, in the papers of Alfred Marshall “Principles of
Economics”, which was firstly published in 1890, the main focus was on microeconomics,
however, macroeconomics were mentioned in connection with the summation of industry
demand and demand curves.

D. Bell identified the most important features of the post-industrial society: in the first
place it was put the intelligent consumption of services; creation of new intelligent technology;
for replacing the lack of wealth comes a lack of information and time; the economy can be
characterized as the information economy (Bell, 1976).

It allows us to conclude that the core of this type of economy is the transformation of
information products and services into production and consumption.

The formation of information society created extremely unevenly in geographical
issues. In most countries, it is in a very beginning stage of development. However, following
the dynamics of development of the information society can be by investigating the example
of the highly developed countries.

The understanding of the information economy’s realities, as a new category of the
economy is still very blurred and contradictory.

In this theory, it is changing the value of the human resource as a fundamental economic
issue. It is completely connected with the changes of the role of human in the production
process. In the industrial economy, the traditional technology is aimed at minimizing the
human intervention in the production processes. In the transition to the information society,
it is increasing the value of the personal characteristics of the individual. The human capital
is formed dynamically, which is expressed in the constantly updated knowledge and skills.
The lifelong learning and professional training are the requirements of the modern economy.

The information economy requires a qualitatively new scientific approach, as in the
current situation the existing classical and neo-classical paradigms of economic theory are
not able to describe the main economic phenomena.

It is necessary to investigate the socioeconomic aspects of the information revolution,
which is now forming a fundamentally new paradigm which based on information flows.

The absence of a holistic concept of economic information and forming information
paradigm of economic theory creates a discrepancy between economic realities and attempts
to describe it by common instruments of the economic science.

Among the first concept of information as the economic category was investigated by
A. Hart. The researchers of classical information theory are considered - K. Shennon, who
developed a mathematical theory with a basis on mathematical approach and H. Winner “The
information is not material or energy, it is something unknown”. Lately, R. Coase used widely
the concept of information in the theory of information costs.

There are a number of Russian scientists who laid the foundation for the formation
of ideas about economic information — E.S. Yasin, S.T. Melyuhin, R.T. Zyablyuk, R.P.
Malakhinov and others.

Russian economist E.Z. Maiminas (1987) highlighted the informational aspect of the
economy as a new information paradigm. The particular interest is the researchers of S.A.
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Dyatlov (2007) connecting with the concept of information, called “Information paradigm of
socioeconomic development”.

P. Ekins (1986) wrote: ““... Economics deadlocked, its tools were blunted... it is required
a new start, the development of the economic approach, which would be consistent with
science, technology, values and attitudes of the late twentieth century”.

These researchers have a great theoretical and practical importance. However, in most
of it there is no systematic analysis of the information economy, and the information society
is considered as a social category in isolation from the formulating information paradigm of
the economic theory.

A great number of scientists agree that a fundamental factor in the development of the
modern economy is innovation. We identified it during the analysis of the main industrial
directions of the innovation cluster economy in different countries (Table 1).

Table 1: The industrial directions of innovation cluster economy in different countries
worldwide (2014)

Industries

Countries

Electronic and communication technologies

Japan, Switzerland, Finland, USA

Construction and development

Finland, Belgium, Netherlands, Denmark, Germany,
China

Agro-industry and food manufacture

Finland, Belgium, France, Italy, Netherlands, Germany,
Bulgaria, Hungary

Oil & gas industries and chemical industries

Switzerland, Germany, Belgium, USA

Timber industry and paper industry

Finland, Norway

Textile Industry Switzerland, Austria, Italy, Sweden, Finland, China
Healthcare Sweden, Denmark, Switzerland, Netherlands, Israel
Netherlands, Norway, Ireland, Belgium, Finland,
Transport G
ermany, Japan
Power Industry Norway, Finland, Sweden

Machine engineering

Italy, Germany, Norway, Ireland, Switzerland

Pharmaceutical industries

Denmark, India, Sweden, France, Italy, Germany

Biotechnologies and bio-resource industries

Netherlands, Austria, Great Britain, Norway

L T. Balabanov (2003) considered “the process of formatting the innovations is
constantly evolving, thus forming a kind of innovative spiral”.

Expanding the concept of “innovation spiral” we can say about the model of economic
development, in which there is a transition from an agricultural to an industrial, and as a
result of a further development, to the information society. The transition from one stage to
another formed by innovation, and in the case of industrial society, it was the scientific and
technological revolution.

Nowadays, it is a new stage of civilization development, the basis of it concludes in
development and widespread usage of information as well as the transition to a new stage
of the knowledge-based economy. Theoretical and practical aspects of the formation and
development of the knowledge-based economy has been the object of researching interest
rather recently - a few decades ago. The founders of this research are considered P. Drucker
(1985), S. Kuznets (1953), F. Machlup, F. Hayek, D. Tees.
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The concept of the knowledge-based economy is actively supported and promoted by
many international organizations such as the OECD, World Bank, European Commission,
UNESCO, APEC and others.

Considering about the knowledge-based economy it can be noted that “the spiral
turns” irregular in the period of time, if the industrial society replaced the agrarian society in
10 000 years, the information era is coming after 200-300 years. This is due to the fact that
the existence of any society is associated with the several types of exchange - energy, material
and information.

For example, in the U.S. economy, as one of the brightest representatives of the
information economy, we can see all the features of the information society. During the
process of economic development of the USA, from an agrarian society and moving to the
innovative spiral of industrial innovation and the information society, information plays a
fundamental role in the formation of the factors of production.

The founder of the theory of “long waves” N.D. Kondratiev (2003) pointed out
that the various elements of the economic system, viewed separately, and, in general, can
be suffered from both qualitative and quantitative changes. However, for some elements
of the qualitative changes it will be just as important as the quantitative changes, for other
elements the primary importance has the quantitative changes. N.D. Kondratiev concluded
that the national economic process as a whole is an irreversible process of transition from
one stage to another, but the change of certain elements of the economic system, such as the
population, the scale of production, the level of technology, can detect a reversible process.
Based on this reason, N.D. Kondratiev asserted that the change of these elements consists of
two components: the overall growth, development, speed and the pace of this growth and
development. Therefore, there is a wave nature of the development of economic systems.

Each cycle is characterized by a certain level of development of productive forces,
the so-called “technological way”. The cycles ended by crises, which result is a transition of
the productive forces to a higher level of development. The main reason for the big cycles
N.D. Kondratiev deemed the necessity to renewal of fixed capital, the emergence of new
technologies and industries, in other words, the restructuring of the economy.

According to J. Schumpeter (1942), who continued the ideas of N.D. Kondratyev,
researching of the problems of economic dynamics, he considered that innovation is the
main engine of economic progress. The motive force in this system is an entrepreneur, who
seeking to increase his profits by offering the market “new combinations”. Every innovation
is accompanied by creative destruction of the economic system, causing its transition from
one stage to another.

The significant contribution to the development of the idea of long waves of economic
development (Kondratiev-Schumpeter) introduced by the English economist C. Freeman (he
was also one of the authors of the concept of national innovation systems). The main feature
of his approach is to analyze the concrete historical content of each wavelength. C. Freeman
considers the long-wave rise not only as a result of the introduction of radical innovations
in one or more industries and their subsequent growth, but also as a process of diffusion of
technological paradigm from a few leading sectors to the entire economic system.

C. Freeman argued that the potential of the new technological paradigm is best
realized through the mass participation of people in the creation and implementation of new
technologies, that is a prerequisite for the success of innovation is the interaction within and
between organizations.
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Another Russian economist S.Y. Glazyev (2007), after analyzing the historical
experience of the technical and economic development of a number of countries, he
introduced the scientific concept of “life-cycle turnover of technological structure”, which
covers a period of about a hundred years with three peaks in its development.

The first peak is related to the investment, which based on industries formed in the
current wave, but is devoted to creating a reserve in advanced technologies and products, in
fact - with attachments, leading to the emergence of a new long wave. The second peak is
determined by the capabilities of the development of technologies and products reached the
maturity phase of waves, which opened in the R&D stage of the next wave of technology.
The third peak is associated with the development of the latest technological complex (cluster
of the basic innovations of the new wave), mainly on its own basis.

With the development of the next technological way it is created a new type of
infrastructure, overcoming the limitations of the previous ways, as well as it is happened
a transition to the new forms of energy that form the basis for the development of the next
technological way.

Thus, S.Y. Glazyev proves that the theory of technological ways and its changes is the
development of the theory of “long waves” of N.D. Kondratiev, because in the condition of
a post-industrial society it persists a long wavelength fluctuations of the economic activity
which generated by a combination of technological, institutional and socioeconomic factors.

It should be noted that nowadays it is enhanced the interaction of science and
technology, it was happened in so much way that the science became a direct productive
force. Technologically complex production based on the latest achievements of science,
and R&D research has become the main initial stage of the production process. High-tech
industries are developing quickly than others. The development of science and technology
was integrated into a single process - scientific and technical progress (Figure 1).

Figure 1: The structure of internal funds on research and development (R&D) by the
sources of findings, % (2014)
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In general, we can conclude that the development of economic science was
on the uplink to the 1970-1980s years. Then it began appearing the crises that were
found in the inability of the existing scientific schools to explain a number of economic
phenomena: the market pricing in the monopoly, the variety of entrepreneurship’s forms,
the strengthening factors of macroeconomic instability.

The continued until the 1980s years the stage of the economic and theoretical
science development differs to the fundamentally new level of complexity, it involves
the emergence of new paradigms. It has been a radical change in understanding of the
subject of scientific knowledge as they are now is not the nature or reality in the direct
form and its defined scope, defined on the basis of theoretical concepts and operating
funds disbursed subject of cognition. Changing of scientific ideals led to the enhancement
of cognitive resources, the destruction of the universality of the classical picture of the
world.

The next stage in the development of economic science was characterized by the
development of methods and models in the form of “logical short chains”, the functional
method, mathematical models, the formation of economic knowledge as a complex
system consisting of a variety of special economic sciences. As a result, in economics,
it appeared a number of schools and theories with a very different scientific methods
of cognition. The main events of the second stage were two scientific revolutions -
“marginal revolution” and “Keynesian revolution.”

The period of economic theory development from the 1980s to the beginning of
XXI century associated with the development of a paradigm of self-organization and
“synergistic movement”, characterized by non-linear thinking, the increasing of economic
knowledge complexity, with a strong practical orientation of economic knowledge.

Nowadays, the most important factors of contemporary globalization are the
transnational corporations. Its business activity has no limits, and they do not recognize
national boundaries. However, it should be noted that small and medium-sized
enterprises are also actively involved in the international trade, in the international
investment overflow. Maintain industrial and commercial activity is the most important
driving force for innovation, as for transnational corporations and for traditional firms.
The market competition at the international level objectively requires from companies
the making efforts in innovation sphere.

Global market competition may change the demand in the markets, and promote
the accelerated development of firms producing of new products or new technology. As
a result, there are changes in the entire background of commodity production and its
distinctive features are the globalization of activities on the basis of innovation. It was
formed a new production at the stock exchange, the new players appeared at the market.
The industrial production structure changes significantly.

During the historical development in the economic theories the knowledge was
not considered as a competitive resource for a long time, then there was the dividing of
knowledge on the fundamental, accessible to everyone for free of charge (for example,
mathematical theorems), at the same time there was knowledge which available for
a special fee. However, some researchers who believe that after the launch of the
innovation the invested in innovative knowledge alienated from their developers,
increasing public knowledge resource. It is a source of knowledge for everyone,
including the competitors.
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The practice has shown that firms focused only on the acquisition of knowledge in
any form within the national borders behind the companies acquiring knowledge abroad,
possibly due to the fact that in the international market competition between firms is
stronger and there is a higher knowledge quality and higher consumer properties ensure
success, both in the domestic and global markets.

We should notice that the creation of the innovation economy in the administrative-
command system is theoretically possible, but has its own specificity in the absence of
market-based mechanisms for inclusion of innovation.

Management in the administrative-command economy made by policymakers,
market mechanisms do not act, it cannot be guided by the market as a criterion for
determining whether the invention becomes an innovation. Nevertheless, we cannot
say that in a command economy and the emergence of innovation, as a consequence,
innovative way of development is generally impossible.

The function of any economic system cannot be isolated from the cooperation
with other countries and global economic processes. On the world market the innovation
passes through the market mechanism, and then we may receive a global scale of
innovation. In addition, in cooperation with other countries it is identified the efficiency
and competitiveness of the economy as a whole, which at this stage is directly related to
susceptibility to innovative development.

The phenomenon of the Russian economic science is not possible to identify if
we don’t include it in the context of Russian civilization. In other words, we can say
about Russian economic science only in connection with the development of Russian
civilization. The systematic research of Russian economic science as a specific structural
generality shows the uniqueness of its subject and object. The historical trends of Russian
public consciousness influenced the formation of spatial-temporal features and object-
subject features of science.

The process of changing economic paradigm in Russia at the early 1990s of the
XX century has led to a change in the ideology of the organizational management. In
place of a centralized government plans came the formulated by its business owners
the objectives of achieving ways, the management has come to play a key role in the
companies. The companies, with the exception of natural monopolies, began to function
in the conditions of strong competitive markets.

The socioeconomic, political, legal, natural and geographical conditions formed
the institutional environment of the Russian economy, promotes the preferential recovery
of rental income from the exploitation of natural resources, and not getting added value
from the usage of knowledge and technologies. The consequence of this situation
becomes slowdown in the majority of industries and sectors of Russian economy in
terms of R&D intensity, technological advancement, and resource, economic, social
and environmental performance in comparison with the countries which leading in the
development of knowledge-based economy. Among the reasons it can be noted the lack
of effectiveness of the current institutional infrastructure development of intellectual
capital, some isolation of most economic actors from the sphere of production and use of
knowledge, the low interest of the government and society in the innovation development.

The necessity of moving the Russian economy to a new stage of development
with a focus on the intellectualization of socioeconomic processes in society, active
innovation activity of economic entities of all levels and spheres of activity, intensive
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development of intellectual capital is strongly brings to the fore the problem of theoretical
research of the mechanisms of formation the institutional prerequisites and conditions of
development the knowledge-based economy.

Some researchers (I. Nonaka and H. Takeuchi 1995), proved a special importance
of knowledge as a strategic resource for socioeconomic development. Thus, the
share of new knowledge embodied in technology, equipment, professional education,
modernization and innovation, ensuring production in developed countries accounts for
70-85% of GDP growth.

The share of innovative component in the growth of GDP of developed countries
is 30-50% and shows a steady growth trend. In the USA the growth of an innovative
component in the growth of GDP during the period of 1980-2010 was 4.6 percentage
points (from 30% to 34.6%), Japan was 12.3 percentage points (from 30.6% to 42.3%)
in Europe was 4.5 percentage points (from 45.5% to 50.0%), which also confirms
the economic viability and efficiency of investments in the production and usage of
knowledge.

A new form of GDP calculation was determined to the following circumstances.
The current system does not take into consideration for counting a number of the changes
that exist and will exist in the future. Nowadays, the world system requires to considerate
the new parameters for estimating of GDP, which connecting with the intellectualization
of activities, depending on the future economic growth in the world from the development
of intellectual activities. The most important changes will be connecting with registration
of investment the companies’ spending on research and development (R&D).

The orientation of the economy is largely determined by the interests of the
authorities. Thus, high-tech manufacturing and innovative technologies are the object
of interest of distributive coalitions (the government, the management of corporations,
etc.), with the right to the distribution of the performance of the object of interest (the
government budget, companies’ budget, etc.) in countries where economies are focused
on the usage of knowledge as a main source of income (Japan, Singapore, Finland,
Sweden, the Netherlands - the country-ranking leaders of knowledge-based economy).

With small amounts of natural resources these countries are profit-making issue
on the added value resulting from usage of new knowledge in the production of goods
and services, innovative added income, developing and implementing sparing of
“knowledge-intensive” technologies, etc.

Russia, along with Mexico, Turkey, Kazakhstan, belongs to the group of countries
where the foundation of economy is based on rent-extraction of natural resources. In this
regard, the establishment of the new knowledge-based economy in the Russian reality
becomes more complex phenomenon.

The necessity of researching the development of innovations emphasizes the
importance of determining the prospects of its account for solving the economic problems
of the country, resulting from the global financial and economic crisis and the effects of
the destruction of the major industries in the country in 1990s.

The government has announced about the policy choice in favor of sustainable
development based on innovation and modern technology. The serious steps were made
in the formation of the national innovation system. The country joined the World Trade
Organization, which will allow maximum usage of the benefits of the acquisition of
advanced foreign experience.
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The adoption of the paradigm of the economic development model based on
innovation, the formation of the national innovation system, the growth of imports of
innovative products and advanced industrial and consumer goods, as well as foreign
experience as a technology — all these aspects of modern economy have attracted more
and more attention every year. The competitiveness of individual companies and some
countries as a whole is largely determined by its ability to not only its own development,
but also to acquire abroad and efficient usage of modern scientific achievements in terms
of expanded reproduction innovative marketable products.

For sustained innovative development in industrialized countries, it was formed
the national innovation systems that appear the basis of economic development based on
innovative achievements.

One of the main elements of these systems act by qualified personnel who are
engaged in research and development. Unfortunately, in Russia, the number of such
personnel is constantly decreasing. The second element - is the companies that perform
research and development. It should be noted the unfavorable trend of reducing the
number of enterprises involved in research and development in the Russia.

The results of researches show that the existing national innovation system in
Russia is not working at full capacity, the transfer of scientific achievements of research
and development organizations in the industrial production is carried out very slowly.
The whole system operates inefficiently. The level of innovation in the country lags
far behind the same period in the industrialized countries. It is also a low level of the
intensity indicator expenditure of technological innovation, in Russia it is about two
times lower than in European countries. The share in global exports of high technology
products and services in Russia is based on data for 2008 is less than 0.25%, which is
significantly less than the proportion of China (16.3%), the USA (13.5%), and Germany
(7.6%). It should be emphasized that in addition to the quantitative differences in the
levels of innovation activity of the country, it may be noted the structural weaknesses
in the management of the development process of innovation in the national economy.

For overcoming the negative trend to the attenuation of innovative activity is
an urgent necessity of adopting a number of measures. First of all, it is essential to be
improved the innovation system of Russia.

The lack of developed and recognized methodological foundation of the national
innovation system in Russia, the problem of creating the effective institutions of national
innovation sphere give reason for some researchers to consider about the controversial
question of the existence of a Russian innovation system, because the nationally
significant improvements in this area are not marked. One of the main challenges in the
establishment and development of the Russian innovation system is the imperfection of
the legislative and regulatory framework of the country.

In Russia it has not still completed the creation of innovation infrastructure. The
innovation infrastructure of the country now includes more than 200 objects functioning
using a variety of governmental supporting methods. However, the size of the activity
of many objects which already functioning network of innovative objects is not quite
sufficient to generate a significant systemic effect for the success of innovation.

The formation of the institutional framework of the Russian innovative system
is extreme complexity process, because in Russia the market institutions have not been
formed completely.
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Conclusion

The trends of the end of XX century have demonstrated the problem of choosing
the vector of further development in all countries. The balance of the global economic
system has been destroyed, which was not happened since the 1980s years.

It became obvious for the economists that the prediction and explanation of changes in
the economic processes in terms of existing theoretical context is impossible, in the late XX
century, it has been declared about the obsolescence of theoretical approaches and models of
existing practices and the developing of a new methodology is extremely important.

In conditions of intense globalization of the world economy and increasing
international competition is formed the new areas of economic growth on the basis of
knowledge and innovation as the most important resources of society. A characteristic
feature of this process is the reorientation of interests of social and economic relations
with the utility maximization of the use of natural resources and the extraction of rental
income to the area of intellectual entrepreneurship, high-tech industries, and the use of
knowledge in many areas.

The activation of innovation, creation and development of innovative capacity of
the country and, as a consequence, the formation of the innovative economy is the most
important factor in the competitiveness of the economy.

During this research it was formulated some fundamental changes in the basic
terminology: neo-economy based on the global financial capital, which forms the special
economic relationship, in which the relations of production are converted into economic
relations; the information revolution, the knowledge-based economy, etc.

The necessity of rethinking the theoretical foundations of economic theory has
become obvious to everyone.

The problem of changing economic paradigm defined by the necessity to explain
the nature of processes in economic development: cycles, crises, etc.

At the expense of human capital and knowledge it has been a huge increase in the
capitalization of high-tech corporations and Internet companies - the market value of
their shares has become a hundred times more than the annual income.

Improving the product competitiveness of Russian industries are possible if
technological re-equipment and high-tech recovery of the real sector of the economy
and the orientation not on the economic growth, and on its quality. In other words, the
movement of Russia toward the knowledge-based economy is a prerequisite for exit of
the national economic system of raw materials development model and the transition to
post-crisis innovation growth.

It was founded that the government support of individual projects is not effective
either in terms of strengthening the economy in crisis, from the point of no prospects of
forming an innovative economy. The systematic process of support is essential for the
formation of the national innovation system of the country, which should be carried out
in a scientifically based theoretical and methodological foundation, the creation of which
is not possible without research entities are the relations of ownership and intellectual
property rights.

Nowadays, we can speak not only of the national political economy with the
existing of problem issues, but we have to talk about the international political economy
and geo-economics with the basis of knowledge-based economy.
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Abstract

Modern technological progress changes the way of business and have great impact on
business effectiveness and efficiency. Influence of Internet on banking is huge and a lot
of banks are motivated to change business strategy in order to keep the competitiveness
in the modern market. Besides, internet banking brought in new clients and requests in
terms of having more flexible and less expensive business. The main goal of this study
is to show clients satisfaction with services which are the result of modern marketing in
banking as well as customer loyalty and the end result is the realization of profits in the
banking sector. During this research it was used combined questionnaire - Likerts scale
as well as other statistical methods. Research results show, also, the next step needed for
successful implementation of modern business methods. It would be a financial indicator
of service quality (before use of marketing strategies and distribution channels) as well
as those indicators which would be received afier distribution of banking services and
products. Modern banking should find its own base with new technologies which are
moving point of distribution from supplier towards the customer / client.
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je oepoman, na je eenuku Opoj banaka MOMUBUCAH 04 USMEHU c80je cmpameuje
nocnoearba Kako Ou ocmaine KOHKypeHmHue Ha caspemerom mpoicuwmy. Ilopeod
moea, caspemero unmepHem O6AHKApCmeo OOHEN0 je bankama u 4umag Hu3 HOGUX
3axmeea KOPUCHUKA YCyea y CMUCILY NOBO/bHUje2 U (reKcubuniHujee nocioearsd
Koje mpaouyuoHanno 6aukapcmeo Huje Mo2no oa um nonyou. L{ums ucmpasicusaroa
0602a paoda_ jecme 0a ce nPUKadice 3a00680/bCMBO KAUjeHama ycy2ama Koje OOHoCU
caspemeHu Mapkemunz y OauKama Kkao u 10jarHocm Kiujenama, a Kpajrou pe3yamam
Jje ocmeapusarbe npouma y banxapckom cekmopy. IIpunukom ucmpaicusaroa
Kopuwhen je kombunosanu ynumuux - Jluxepmosa ckana, kao u opyze caspemene
cmamucmuyke memode. Mcmpadicusarbem cy 0odujenu pesyimamu KOju yKasyjy
Ha Oasme Kopake Kojux Ou ce mpebanu npuopiHcasamiu Kako ou umnieMeHmayuja
caspemenux memooa NoCi06ara Ouna wmo ycnewHuja. Jamsa ucmpadlcusara
Koja Ou ce mMo2na uzgecmu u3 HageoeHo2 cy PUHAHCUJCKU NOKA3AmMesbl Keaaumema
yenyee npe  kopuwihieroa Mmapkemune cmpamezuje U CaABpeMeHux Memooda
oucmpudyyuje OAHKApCKUX npouzsoo0d Kao u oHu Koje Ou 000U HaKoH npumene
MmoOdepre oucmpubyyuje. Cagpemeno 6AHKapCcmeo c8ojy Ynopuuiny madxy mpeoa
ynpaeo 0a npoHale y Ho8UM mexHonozujama Koje he medxcuwime oucmpudbyyuje
nomepumu ca maixe NOHyHawa Ha mauxy Kaujenma/KopucHuka 6aHKapcKux yeuyad.

Kwyune peuu: mapkemune, 0ankapcmeo, camucghakyuja KiujeHama, unmepHem

Introduction

In condition of globalization and competition, the imperative of each bank is to
reach customers’ needs and their requests; it is the main condition for bank existence,
development and growth. Source of competitive advantage banks have in well-designed
and well applied marketing concept. It means that banks must go ahead with technology
and modern marketing in banking. The bank is mediating company. (Sljivan¢anin, 2000.)
Beside profit, bank’s goal is to provide continual market growth as well as development.
Competition makes it difficult. During past years, we all are witnesses of globalization
and technological modernization as well as IT literacy. Modern business world with a
high level of competition and cruel fight for customers causes necessity for rational and
innovative politics in the area of banking offers and it is the main condition for long-
lasting growth, high market share, high profit and client satisfaction. (Djordjevi¢, 2009.)
Financial institutions need to change business behavior because of modern banking
trends. Basic marketing technologies in banking are: Internet marketing and Internet
banking, mobile banking, social networking sites, QR codes, socially responsible
business, etc. Market-developed countries have strategic and operative bank planning
based on marketing practice.

This study, also, shows modern marketing trends, measurement of client
satisfaction as well as modern technologies. The second part of the study analyzes
modern marketing in particular banks in Novi Sad. The Likert’s scale has been used in a
research as a combined questionnaire with respondents’ suggestions. The study explores
the problems of clients’ satisfaction with modern marketing tools — their disadvantages
and advantages — in order to show the connection between results and customer loyalty.
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Challenges of use new technologies in banking

The internet and its mass use, as well as effective software solutions, made
internet the most common communication channel among business banks and clients.
Traditional way of communicating has been overcome and very slow - regardless
of whether we are talking about promotion activities, credit approval or any kind of
banking products. Possibilities of internet implementation into credit procedures and
processes are numerous. This way of communicating must be available to clients,
economical, protected from abuse and coordinated with regulation - all this in function
of becoming an internet crucial and a multimedia resource, incorporated into business
banks. (Ranisavljevi¢, 2014.) However, it is important to mention that internet cannot
replace a personal relationship with clients - they must be brought to the bank; that
is the only way for achieving customer satisfaction and their loyalty. Launching new
communication technologies like automatization in business banking give numerous
possibilities in developing and offering new products and services but, also, it allows
lower costs. Advantages can be summed up in the following ways:

- Numerous empirical research showed that multiple cost reduction in banking

is/was done by new technological innovations in the product/service industry;

- Innovations in services and banks that are accepting them achieve a bigger
market share by applying these innovations;

- Mass communication became possible with both loyal and potential clients,
all this with lower charges;

- Communication with clients is not limited by place and time; using web
pages with possibility of marketing promotion;

- Innovations are related to wider product assortment and to new products/
services (for example, new can be (re) opened via the internet any time,
without going to the bank;

- Ithas stimulated development of new banking activities which are not typical
(insurance, leasing, securities trading etc.).

If banks intend to be successful they must improve service even at the cost of
enlargement costs. (Ljubojevi¢, 2000.) Customer as the most important resource is the
greatest factor in banking. (Hoffman & Bateson, 2011.) Modern marketing philosophy
can be expressed as achieving goals through customer satisfaction. (Jobber & Fany, 2006.)
Creating satisfaction and loyalty is the hardest task of marketing oriented banks. All bank
activities must be oriented toward customers. (Vunjak & Kovacevi¢, 2006.) Bank’s ability to
achieve a high level of constant clients depends on business goals and its redefinition. Client’s
satisfaction is one of the most significant goals and concepts of modern banking. (Zelenovic,
2012.) Satisfaction, especially the satisfaction with service quality affects the clients’ choice
of bank. Higher satisfaction is bound to the unbreakable relation among bank and client and
it is a way how competition can be neutralized. One of the keys of keeping customers is
their satisfaction and it is resource for attaching new clients and this is the main obligation
in banking. Banks must work harder on it. Loyalty and satisfaction are tightly connected.
According to Ljubojevi¢ (2000, p. 69) “Satisfaction is the key element in the process of
creating and improving loyalty. Beside this, feedback with customers is the key element in
measuring and managing customer satisfaction.” So, according to this definition, satisfaction
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is a function of perception and expectations. (Vunjak, 2001.) Expectations are built through
previous experience about service and they can be considered as the probability of an event;
perception is considered as event estimation in the process of service delivering. What is
characteristic in banking is the fact that service perception is based on perception of assembly
services as well as on the way of service offering by a bank staff. Without satisfaction, bank
cannot achieve profit and because of this, banks must make best effort to educate clients.
However, new technologies increase and less clients come to the bank, which makes relation
client-bank more difficult. Long-lasting relationships are necessary and loyalty is a part
of it. Key factors for these relationships are: focus on clients needs, personal relationship,
exceeding clients’ expectations, successful contracts, positive attitude and interest for clients
needs and problems. (Michaud, 2000.) However, satisfied client is not always guarantee for
business success. What makes the difference between banks is loyalty. Loyalty is crucial
beside high service quality which is based on employees in banking. (Dasi¢, Mihi¢&Supic,
2014.) If clients are satisfied with banking service, with employees and with all service
aspects, it is assumed that clients will be loyal and they will not for sure - carry loyalty
over other people/clients of the same financial institution. If clients are not satisfied with any
aspects of service, loyalty cannot be achieved. Satisfied clients can always change the bank
if they estimate that other banks (competitors) can satisfy them better and to a greater extent.
With time, client satisfaction decreases whether due to higher expectations or due to weaker
brand performances. Because of that, there is the belief that only thrilled customer is the one
who is the base of loyalty and fidelity.

Not only that, those clients use products/service but they, also, spread up positiveness
and bring new clients. Satisfaction is a condition for loyalty as well as the main component
of loyalty during the first meeting between client and financial institutions. (Veljkovi¢, 2009.)
The function of customer research is to find out new solutions for keeping current clients
and bringing new ones; satisfaction is the way for it (service quality and employees) but if
banks want to make long-term profit satisfaction must lead to the loyalty. It is important
for companies to create marketing strategies which will not only satisfy but exceed client
needs and expectations. (Marici¢, 2005.) Marketing makes a contribution to this, directly.
(Lamb, Hair & McDaniel, 2013.) Only with a base of loyal clients’ bank can count on profit
growth and long-lasting profit. (Butler, 2004.) Trust and closeness with clients are more
important than loyalty. The successful marketing relationship is based on commitment, trust
and communication. (Mihi¢, Andrejevi¢ & Mihajlovi¢, 2012.) In the modern business world,
client satisfaction is one of the main goals of marketing, but it is, also, tool for achieving
other business goals such as profit, market share, degree of loyalty (Marici¢, Veljkovi¢ &
Djordjevi¢, 2012.) Experiences of developed countries say about the importance of client
education (Mihi¢, Andrejevi¢ & Mihajlovi¢, 2012.) To keep pace with technology, bank had
to accept and apply new ways of business as well as a new way of marketing.

Internet banking
Huge technological and communication progress had great effect on the banking

sector. Banking is the area supported by information technology and IT allows banks to
make a difference in services. Constant innovation and improvement in service depend

72 EKOHOMUKA EXA1



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

on it. Because of that, a lot of banks have been motivated to change business strategies
in order to keep the competitiveness in the market. Technology is the key factor for
changes in banking in the future. (Mols, 2000.) New technological advances are (beside
others): smart cards, cash machines, phone banking, internet banking, mobile banking,
etc. Internet is cheap and accessible and this is the reason why users are determined to
use this kind of banking. Internet banking allows clients to do their transactions any
time at any place which absolutely decreases transaction costs. (Carlston, Furst & Nole,
2000.) Also, internet and its influence on the economy - in general — has been seen
as a technology that dramatically affects banking marketing.(Kotler& Keller,2006.) For
bank, the internet is additional channel for service distribution, promotion and marketing
improvement. Direct marketing and marketing of customer relationship are based on
the databases which are built thanks to the internet. Internet banking is the fastest, most
economical and most effective way of banking business. Thanks to this, the banking
business is available 24 hours per each day during the whole year. Business tempo is
dictated by clients, of course. Advantages of internet banking are following: (Zelenovic,
2012.): working hours, unlimited place dimension, speed of transactions and estimation
of transactions.

Mobile banking

Mobile banking is a part and the newest trend in electronic banking. This kind
of banking allows transactions through a mobile phone with internet connection (smart
phones). About 97% citizens in Serbia at the age of 15 or older are active users of mobile
phones. (Petkovi¢, 2014.) Mobile marketing is relatively new part of digital marketing
and it means use of mobile devices as the main communication channel from brand to
the customer (from bank to client and vice versa). Advantages are following: availability,
customer loyalty, possibility of personalization, possibility of geographical location and
coordinates, functionality of mobile devices as well as video calls, calendar, cameras,
internet, etc. Speaking of banking, MMS and SMS marketing are included as well as
m-banking, websites, mobile applications and QR codes. (Explanation of QR codes
will be a bit later.) Appearance of new platform like “android” and “IOS” changes bank
business. Beside mentioned kinds of mobile marketing, there are banks in the world
which brought in new application called “take a photo and pay”- application that is only
used by the Erste Bank in Serbia. This application is revolutionizing the way clients pay
their bills and it also decreases queues in banks. The same by using this application,
unnecessary paper and archival space are saved. (Dasi¢, 2013.) Mobile banking is a
service that allows clients to do online payment without their presence at the bank
and without papers. Taking photo of bill and transmitting it into a mobile application
“android”, iPhone or iPad by which photo is automatically read, you can pay by pressing
one button. Mobile banking is revolution of modern technology and having in mind
technological trend and speed of it, bank must follow marketing changes, all in order to
satisfy customer needs and wishes.
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Qr codes

By following new technological and communication advances, the banks brought
into system of using QR codes which allow clients to communicate simply and faster
with the bank. Thanks to these codes customers are able to arrange meeting with bank
staff when they want and the main tool for that is the smart phone. During registration
of code, phone converts QR code into the appropriate URL address and by doing that,
the customer is redirected to a web site he/she wants. To explain this precisely, customer
does not have to enter URL address in order to access to the a web page; it is enough
to scan (by own mobile phone) QR code and it redirects customers to connect internet
page where she/he can find all needed information related to the bank. Clients and other
people interested in this are now able to arrange meeting with a bank worker (of course,
you have to fill in some basic information about yourself, such as first name, first letter
of surname, phone contact, date and time, town or municipality). QR code - which is
originally two-dimensional square bar code read by optical scanners is a significant
technological invention on the Serbian market. By using this innovative communication
channel banks show commitment and high devotion to own clients. Of course, the fact
that most people already use or intend to use smart phones is absolutely plus for QR
technology. These bank codes can be found on ad posters, billboards, flyers; at bus
stations and on traffic vehicles as well as on websites.

Social networking sites

Today’s time of globalization and fast life without enough free time contribute
to relation between banks and social networking sites. Introducing of banking through
these sites allows a different approach to clients depending on how the client wants to
be visible on these sites. If the bank allows for clients to communicate through site - no
matter whether it is via camera or in writing - that kind of communication will affect
the number of visitors such as the number of satisfied potential clients. Market share
and bank profit can be significantly increased by the way of bank promotion on social
networking sites. (Dasi¢, 2014.) It is important to get the most out of sites and that
will be possible way of making profit through communication and customer satisfaction.
Speaking of which, there are not any parts of business and life where social networking
sites cannot be applied — communication, public relations, branding, promotion, etc.
Regarding banking, we will address only Facebook, Myspace, Foursquare, Google Plus,
LinkedIn and Twitter which is, by the way, micro blog, but Twitter is, after Facebook, the
most widespread social network and we cannot avoid it as well as YouTube which is the
site for content sharing but it is often used in banking. (Lamb, Hair& McDaniel, 2013.)
Some studies show that 60% of banks looks at social networking sites as a useful way
in establishing and maintaining contacts with clients while 30% of banks has an attitude
that social networks, as less expensive and useful marketing tool, allow communication
with clients and find out what clients need and want. Of course, these banks use social
networks as a great way to come to clients and make an offer to them in order to satisfy
them and make clients loyal. (Radenovi¢, Mihi¢, Mihajlovi¢, 2014.) About 10% of
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banks- those ones with business loss - does not look at sites with gratitude so they do
not use it in business. Research also, shows that Facebook is one of the most useful
social networking sites and a lot of banks use this network. (Mayfield, 2008.) Social sites
are an unavoidable part in banking. There is the belief that social sites will eliminate
virtually bank networks. Others believe that sites will destroy banks due to inadequate
communication. Although, it is certain that social sites will make revolutionary change in
banking, especially in the field of customer relationship. The best example of social site
benefits in banking is America and China where interaction with clients is dramatically
changed with the following benefits (Hoffman & Marek, 2010): active client developing
and understanding, fast answers, following trends in world and decreasing customers’
charges. Marketing of social sites has more than 800 million potential users on sites
like Facebook, Twitter, YouTube, Foursquare, etc.These users share their opinion about
products and service and in that way they increase the brand popularity and the number
of bank fans. One of the main advantages of these social networking sites is ability of
sharing information very fast through clients’ networks.

Development and determinants of Serbian banking

In Serbia, there are 29 banks. Banks with bigger profit, according to the balance
sheet since 2013 are following: Intesa Bank-6.6; Raiffeisen Bank-5.3; Unicredit Bank-
4.3; Komercijalnabanka-4.0; ProCredit Bank-1.9. (all expressed in billion dinars). Banks
with the biggest loss are the following: KBC Bank-5.6; NLB Bank -2.0; Alpha Bank-1.0;
OTP Bank- 0.8; Piracus Bank- 0.8. (All expressed in billion dinars.) According to the
research, there is the list of banks with the best offer, working hours, relationship with
customers, network of cash machines, best promotion and those results are shown below:

- The best offer: Bank Intesa, Komercijalna banka, AIK bank, UniCredit bank,
Societe Generale bank, Raiffeisen bank, OTP bank, Sberbank, Erste bank,
Alpha bank;

- The best customer relationship: Erste bank, Komercijalna banka, Sberbank,
Raiffeisen bank, UniCredit bank;

- The best network of cash machines and offices: Bank Intesa, Erste bank, OTP
bank, Komercijalna banka, Raiffeisen bank, AIK bank, Societe Generale
bank, Uniredit bank;

- The best working hours: Bank Intesa, Komercijalna banka, Raiffeisen bank,
AIK bank, UniCredit bank, OTP bank;

- Banks with the best presented offer: Raiffeisen bank, Bank Intesa,
Komercijalna banka, Erste bank, AIK bank.

In Serbia, each bank has its own internet page, electronic payment, phone use
in banking, net-banking services, e-banking, m-banking. Each bank promotes itself
in different ways and each one is recognized differently. Some of the banks did step
forward by following modern technology and by using e-commerce service, QRcodes,
PayPass-non contact payment system with payment cards; also banks brought in
service “take a photo and pay” as well as use social networking sites-all these in order
to satisfy customers’ needs. “Today, the internet is the global multimedia distributional
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information system that include, practically, all worlds and allow, not only access to
multimedia contents, but also it generates specific multimedia contents according to
particular requests in interactive mode.” (Radjenovi¢, Mihi¢ & Mihajlovi¢, 2014.) This
is the way for banks being different from competitors and occupy a leading position in
the modern banking world. In Serbia, the biggest growth of visitors to social networking
sites has following banks: Erstebank, Aikbank, Intesabank, Komercijalna banka, OTP
bank. On YouTube channel, the most common is Erste bank, which presents (on rented
space) its own video clips, advertisements, campaigns, news as well as mini clips from
the human resource department. Among all social sites, banks use LinkedIn the least,
with a small number of visitors. This social site is at the beginning of development in
Serbia while the Google Plus is even less in use; only Komercijalna bank with about
40% of followers has an account on this social network. The Erste bank uses SlideShare,
Blog and Foursquare. These are five newest types of social networking sites in which
banks can plan its showing until the end of 2015. As a conclusion to this topic, we can
say that big and profitable bank with significant market share in Serbia understand very
well the importance of social networks and by respecting it, modern technologies are an
important part of their marketing strategy.

Methodology and research results

For the research purpose a survey has been done in the most famous banks in Novi
Sad with the aim to show customer satisfaction with a bank service brought in by modern

banking marketing. The main goal of this study is to show clients satisfaction with
services which are the result of modern marketing in banking as well as customer loyalty
and the final result is the realization of profits in the banking sector. At the same time, we
will see potential (dis)advantages of bank services. The subject of research was service of
the following banks in Novi Sad: Intesabank, Komercijalna bank, Raiffeisenbank, OTP
bank and Erstebank. Research has been done, including 3500 respondents (only private
persons); 700 respondents were asked in each bank in a period of 6 months, from march
to august 2014. It is important to point out that the survey includes people at each level of
education, wages and ages. Also, the study was done by using a combined questionnaire
(anonymous and short) in function of getting most sincere answers without taking too
much time. Questionnaires were personally done in business units of mentioned banks
with the help of employees and after one done transaction. Results will be shown by the
graph and per categories.

Research results
Research was applied in five banks. Results are shown for each bank individually;

graph 1 shows a cumulative score of all five banks and satisfaction of respondents with
each service individually.
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Graph 1. Cumulative score of respondents’ satisfaction with modern bank services in Novi Sad
Source: author’s results

According to these results, banks should pay more attention to service of net-
banking systems and QR codes. Reasons for customer dissatisfaction in these fields are:
insecurity, tough registration, bad design, complicated use, bad application solutions,
expensive service, problems with transactions, technology. Generally speaking, banks
should improve electronic banking because it decreases crowd in offices and gives space
to employees to be dedicated to other assignments in order to achieve bank’s goals. By
improving electronic banking, banks would be able not only to keep customers, but also
to make long-lasting loyalty with them. If we are talking about QR codes in banking, this
service is only at the beginning, but it has a lot of advantages. Customers are not satisfied
with this service, mainly, because they do not know about these codes and they do not
recognize the advantages of connecting bank and themselves by using QR codes. One
of the ways for building consciousness and awareness of these codes is through special
companies and promotion activities. As a result, banks would have less phone calls
from clients and it would make calculation of credit worthiness easier because clients
would come to bank with preparing documents. Research also shows that banks are not
fully aware of QR codes advantages and for now, banks use this technology only for
connection codes with bank internet site. Even is this full filled, there are problems with
clients who are not able to find exactly what they need on site. Research shows customer
satisfaction with services in mentioned banks by following order presented in graph 2.

4,53 4,23 4,12 3,67 3,62

Erste bank Raiffeisen bank OTP Bank Intesa bank Komercijalna bank

Graph 2. Customer satisfaction with web page of targeted banks
Source: author’s results

It can be seen that clients are the most satisfied with the appearance and content
of Erste bank web page; almost the same results can be seen at Raiffeisen bank and OTP
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bank. It is said that pages of these banks have nice design and each of the pages has key
elements fully implemented for clients. Clients are the least satisfied with the internet

page of Komercijalna bank.

4,74 4,52 4,48 4,43

Raiffeisen bank OTP bank Intesa bank Komercijalna bank Erste bank

Graph 3. Customer satisfaction with content of advertisement
Source: author’s results

When it comes to the bank advertisement and its content, clients express the
biggest satisfaction toward Reiffeisen bank commercial as well as OTP bank commercial.
The main reasons are recognisability, connection with clients wishes and needs, ad sound
and transmitted messages. In the Erste bank commercial, clients say that it is invisible,
without appropriate content and users do not see the connection between commercial
and bank service.

4,34
J 3,46 3,11 3,11 3,09

Erste bank Intesa bank Raiffeisen bank Komercijalna bank OTP bank

Graph 4. Customer satisfaction with Net Banking
Source: author’s results

Regarding Net-Banking, satisfaction is the most expressed toward Erste bank
because of design, functionality, easy registration, favorable prices. On the contrary,
the least satisfaction is expressed toward OTP bank because of expensive service, old
technology and problems during transactions.
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Graph 5. Customer satisfaction with M-banking
Source: author’s results

Service of M-banking is the most appreciated by Erste bank and clients of this
bank point out functionality, easy registration and especially service called “take a photo
and pay”. The OTP bank clients are the least satisfied, pointing out unavailability of
service as well as price and complicated use.
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Graph 6. Customer satisfaction with contents and appearance of targeted banks on social
networking sites
Source: author’s results

Detailed research confirmed these results because Erste bank was the first with
introduction on social networking sites and, for sure Erste bank has one of the largest
visitor base. This bank is active on all social networks while other banks are available
and active on one or two social networking sites. Once more, clients of OTP bank are the
least satisfied, mainly because OTP bank was included itself relatively late into the social
networking world and this is the reason why respondents could not be able to exactly
express and measure their level of satisfaction.
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Erste bank Raiffeisen bank OTP Banka Intesa bank Komercijalna bank

Graph 7. Customer satisfaction with QR codes of mentioned banks
Source: author’s results

Regarding the QR codes, the best result has Erstebank. The reason is a good and
functional connection between codes and bank and great possibilities and information
given by code scanning. Other banks have more modest results because QR codes are
not used in an appropriate way and clients are not fully aware of the advantages and
possibilities of mentioned codes.

Generally, clients are satisfied with their business banks. However, market
research and different ways of services are absolutely desirable for banks to make
clients fully satisfied. The last question in the questionnaire was: “Would You change
Your business bank?” and it was close-type question. The majority of respondents has a
negative answer which means general satisfaction with a modern banking system which,
on the other side, points out the high level of loyalty built by business banks.
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Graph 8. Level of customer loyalty
Source: author’s results

Research shows that the biggest degree of loyalty have clients of the Intesa bank
(93% of them gave negative answer to the questions mentioned above). Other results are:
Erste bank-89%, Raiffeisen bank-80%, Komercijalna banka-77%. OTP bank-only 66% of
respondents gave a negative answer so this bank should pay attention to this fact, having in
mind that disloyalty means lower profit and client walk out. Although OTP bank clients are
satisfied with a particular service, they are still not still attached to this bank. In addition to
this, if results from the beginning are being compared, it can be seen that Intesa bank belongs
to banks with the biggest profit in Serbia while OTP bank is the bank with loss in business.

Conclusion

Maintenance of high level customer satisfaction and long-lasting relationship with them
are the most significant parts of the modern banking business. Constant communication and
following customers’ needs and suggestions should make it easier. Pull strategy as well as keeping
customers through satisfaction model is the crucial task of each bank. The banking business
is oriented toward customers with the main goal of making profit and reaching competitors
advantage. To reach these goals banks need to use different marketing approaches in order
to gain all available information about current and potential customers and about their needs,
wishes and necessities. There are few methods for continuous monitoring and measurement
of customer satisfaction, starting from book of impression and special questionnaires where
customers can estimate bank work; through service which is given by employees in contact
center and reclamation offices. The main aim of these activities is commitment to suggestions,
questions and complaints in function of understanding customers’ wishes and needs. The most
reliable method to estimate satisfaction is studying for measurement of customer satisfaction.
This is the practice used in most common banks in world recommended by most respected
authorities in the marketing field. Regular annual implementation study of customer satisfaction
is the part of business politics of each bank in Serbia; results of all studies are compared in
function of exchanging experiences and taking best business practice. Results are also good base
for understanding which is the base for planning the way of improving service quality and offers.
One thing is certain - social networking sites and new technologies such as implementation QR
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codes basically change the terms and rules in banking world which should be advantage related
to customer satisfaction. The research shows that customers want complete communication
with banks through social network as well as online banking. Social network development
shows few models of business bank that will change banking forever. Social networking sites
will cancel and they already minimize the need for classical marketing and it its tools (billboard,
TV commercial, etc.). Practice in developing social networking sites will allow banks to have
a unique approach and unique package for each client. Attitude called “one offer for all” will
disappear from banking, and service will match profile of each individual client. In addition
to this, phone calls will be canceled and replaced by proactive banks on the Internet. Todays
banks monitor social networking sites like Twitter, Facebook, and according to information
found there, banks prepare business. Banks will be able to identify much more complaints and
to solve it much faster than earlier in order to improve customer satisfaction. Today’s banking
business will last some time. Social sites will absolutely change it all. Bank units will take over
complicated transactions such as housing loan. Parts of research presented above (shown with
examples of five banks in Novi Sad) show how important is this matter. The main focus in
banking is moving to quality of service and consequently, customer satisfaction becomes the
key and main source of competitive advantage. This is a reason why banks constantly follow
competitors’ activities and changes - in order to adapt business to customer needs. Those banks,
which businesses rely on satisfaction strategy have customer wishes and needs in the first place
and satisfy them effectively and efficiently, better than competitors. Future in banking is in QR
codes and in social networking sites which will replace commercial and electronic banking-
partially. The function of QR codes will be connected to social networking sites. In this way,
limits of customer satisfaction will be moved higher and banking will have to deal with great
challenges. Customer satisfaction is the most current in the banking sector, but in order to

show real results of satisfaction, some of future research could show financial effects on bank
business as well as marketing in banking.
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Abstract

Rural tourism is a combination of different forms of tourism, which introduces
visitors to life, art, culture and heritage of a region and is very suitable for the
development of rural economy. The aim of this study is to detect the effects of rural
tourism development on Stara Planina as well as the economic development of local
communities with the possibility of sustainability of rural settlements and tourism
development. One of the most important effects of rural tourism development on Stara
Planina is the realization of economic profit. The development of rural tourism can
stop the migration of young people through the creation of basic conditions for general,
much higher comfort of rural settlements, and increase local jobs as well. With the
development of rural tourism in the Stara Planina local people will be motivated to stay
in the countryside. In such circumstances, young people can find not only economic, but
also social and cultural reasons to continue living in rural areas.
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eghexme pazeoja pypannoz mypuzma na Cmapoj niaHuHu Kao u eKOHOMCKU Pa3eoj J10-
Kanne 3ajeonuye y3 Mo2ylHOCm 00poicu8ocmu pypanHux Hacesbd U pa3eoja mypuzmd.
Jedan 00 Hajeascnuuux epekama pazseoja pypanroe mypusma Ha Cmapoj nianunu je
ocmeapusarbe ekoHoMcKkux npoguma. Paseoj pypannoz mypusma mooice oa 3aycma-
UM 001A3AK MAAOUX, KPO3 CMBAPAbe eleMEHMAaPHUX VYCI08d 30 ONUIMU, 3HAMHO
BULUL, KOMGDOP CEOCKUX HACEbA, AU U NOBEYaN 3aNOUbABANE TOKAIHOZ CIAHOG-
Huwmea. Pazeojem pypannoe mypusma na noopyyjy Cmape nianumne 10KaiHO CMaHo-
BHUWIMBO hie bUmMU MOMUBUCAHO Oa OCMaKe Ha cely. Y makeum OKOTHOCMUMA MAAOU
bYOU Moy Hahu He camo eKOHOMCKe, He20 U COYUO-KVIMYPHe Momuee 0d HACmage
JHCUBOM. Y PYPATHOJ CPEOUHL.

Kwyune peuu: Pypannu mypusam, Cmapa nianuna, eKoHOMCKU pa3eoj, 3anouisba-
8arve, TOKANIHA 3ajeOHUYa

Introduction

Protected nature and the environment in rural areas have always been attractive, and
more recently they have attracted a large number of urban population, which has resulted in
the increased interest in travelling to the countryside, so that villages and rural areas are now
included in the circle of interest of an increasing number of tourists. According to the data,
rural tourism accounts for 10-25% in all forms of tourism activities, so it can be concluded
that the “story of rural tourism has begun in the rural area and in the future it will achieve a
continuous rise” (Ruzi¢, 2012).

Rural tourism today is not the only means of revitalization of the abandoned rural
areas, but it certainly is one of the major factors of the development of rural areas, which
ensures their future sustainability through preservation, and opening of new job opportunities,
increasing the diversity of occupations, preservation of landscape and nature as well as
support to the rural crafts and tourist attractions.

In most European countries, rural population is increasingly accepting tourism
development as a strategy of sustainable local development (Petri¢, 2006). The
development of rural tourism in many areas appears gradually, whether as a result of
local entrepreneurs or growing businesses whose main task is to attract tourists, or the
very tourists who discover that the area attracts the attention of visitors due to the activity
to which the local entrepreneurs respond. The development of tourism in rural areas,
according to Petri¢ (2006), is not just a matter of coincidence of tourist demands with
local offers, but also the issue of the valuation of the local amenities. Rural areas are
unique because of their spatial and socio-cultural identity. What is important is that the
adequate practice of rural development calls for the understanding of the relationship
people share with the natural features and phenomena around them (Chigbu, 2014).

Detecting the economic effects of rural tourism development on Stara Planina
and economic community development are the main objectives of this research, with the
possibility of sustainability of rural settlements and tourism development. If special attention
is paid to the education of the local population in order to improve the quality of services
with a tendency to increase the number of tourists, there will be conditions for higher quality
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comfort of rural settlements, where locals, especially the younger population, have economic
and other motives to continue living in the countryside.

The economic significance of rural tourism

The number of tourists now involved in this kind of tourism, according to Kala¢
(2013), is growing and developing in all types of rural areas. This kind of tourism includes a
wide range of activities, services and amusement provided by farmers and peasants in order
to attract tourists to their areas and thus obtain additional income.

Such a concept of tourism is not just about rural tourism or agro-tourism, but it
also includes certain holidays, trips to rural areas and residential tourism (Kalac¢, 2013).
According to Gasi¢ et al. (2015) the development of tourism in rural areas aims to solve
many economic issues related to the depopulation of areas caused by migration of rural
population to urban areas. By striving to improve living conditions and environmental
protection, the stability of the working age population increases, which allows the
migration in the opposite direction, from urban to rural. Such activities contribute to
the economic development of rural areas and have an impact on the future economic
development of the entire region (Gasi¢ et al. 2015).

The basic economic importance of this kind of tourism lies in tourist spending
in the areas they visit, because in addition to the accommodation services, there are
events, festivals, recreation, manufacture and sale of handicrafts as well as craft and
agricultural products. This implies that tourist demand increasingly strives for avoiding
the usual tourist destinations and there is a return to the traditional and typical values and
authenticity, where new tourist products with new environmental, ecological and social
parameters appear (Sanagustin and others, 2011). Therefore, the money earned by the
tourists in their places of permanent residence is spent in the tourist areas. In this way,
as the result of their consumption there are certain effects on the economy, both in the
areas from which the tourists come and in the areas that tourists visit (Unkovi¢, Zecevic,
2006). The positive economic impact of rural tourism can contribute and even provide
much needed funds of the historical, cultural and natural heritage in local communities,
(Vehbi, 2012).

The economic effects of tourist spending in specific areas of economy have direct
or indirect effects.

The most important direct influences of rural tourism on economy are:

The impact on the social product and national income;

The impact on the development of economic activities that constitute the tourism
industry;

The impact on the balance of payments of the country;

The impact on the employment of the population and standard of living;

The impact on investment activity and investment structure;

Impact on faster development of underdeveloped countries and regions.

In addition to the direct influence, the indirect influence of rural tourism on the
economy deserves significant attention. The tourist spending that is directly implemented
through activities of the tourism industry more or less affects all economic and non-
economic activities. In this way, new jobs open and unemployment is automatically
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reduced, which has been identified as one of the foremost benefits of rural tourism
(Inskeep, 1991). In order to achieve economic goals, there should be quality tourism
services obtained, because it provides optimal satisfaction of the needs of domestic and
foreign tourists on one hand, and the achievement of favorable economic results of operations
of participants in satisfying of tourist needs on the other. In such circumstances, young
people can find not only economic, but also social and cultural reasons to continue living
in rural areas. Therefore, in countries with developed tourism offer more attention is
paid to the development of rural tourism, which today constitutes one of the important
components of the development of not only tourism, but also the integrated and
sustainable development of the region as a whole (Muhi, 2013).

Considering that in the modern tourism the target of every tourist destination is to
create a unique identity, or to differ from the competition, which is the basis for growth
and development in a competitive market, (Gasi¢, 2013). That is the reason why special
stress has been lately put on a “package” of tourist services. It offers tourists a unique
and high-quality tourist service, which contains all aforementioned services offered to
tourists in the places of their residence, during the transportation and on the spot of
their temporary stay. For this unique service, travel agencies and other organizations that
appear as bidders of the package of services form a unique sales price. (Boskovi¢, 2009)

The controlled participation in rural tourism on Stara Planina can make a substantial
income, both economic and social, to the majority of the population (Steti¢, 2007). The
lack of finance is often a stumbling block for many who live in this region, (Maksimovié¢
et al., 2015). The very tourist power that should be reflected in the economic and socio-
cultural impact on the tourism in this area, which is lacking, can be found in the role
of women in tourism in this region as well as the joint overcoming of the obstacles
as threatening elements of rural tourism development, (Ghaderi and Henderson, 2012).
Since the focus of this paper is economic effects, we will keep our focus on economic
management tools for tourists on Stara Planina because, according to Petri¢ (2014), it
is desirable to introduce management tools for tourists, which may be divided into four
groups: institutional, economic tools, management tools and information technology.
The basic economic tools can be: the difference in prices compared to other destinations,
the collection of environmental tourist taxes taking into account that Stara Planina has
been declared a national park, but they could also include the encouragement of both the
public and private sectors that aims to increase the volume of visitors and the rational use
of energy and other resources (Petri¢, 2014).

The main tasks of economic development of rural tourism on Stara Planina
according to Peki¢ and Vuci¢ (2007) are as follows:

Curbing the migration from rural areas and the creation of new jobs;

Converting the production activities into a typical production according to the
environmental strategies of rural development;

Develop new interests, new approaches and new farming methods;

Utilization of environmental resources through synergies and reduction of
conflicting relations between agriculture and the environment;

The economic development of local communities and the general improvement of
the quality of life.

In order to achieve the economic effect of rural tourism development on Stara
Planina, the quality of offer and service should be seriously improved. Significant stress
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should be put on the trainings of managers and all employees in order to improve their
course of communication and management of tourist behavior and thus attract the
attention of domestic and foreign visitors to Stara Planina. For this purpose, the training
of local people to be included in the tourism sector should not be omitted, as well as
the participation of local government into their implementation of sustainable rural
tourism development on Stara Planina, as well as the participation of small and medium-
sized enterprises in the sector of the tourism industry, especially by local entrepreneurs
employing local population in all aspects of business operations. The offer of suitable
accommodation and tourist facilities could significantly affect the attraction of foreign
capital with the aim to develop all resources of Stara Planina. Good organization and
coordination of all stakeholders of tourism policywill contribute to the growth and
development of tourism on Stara Planina, all in order to achieve positive economic
results and the prosperity of the local population.

The research methods

The study sample consists of 116 respondents from municipalities of Zajecar and
Knjazevac, local government employees, tourism and catering sector, as the target group,
but the survey also includes respondents employed in other sectors (culture, transport,
agriculture, etc.) There are unemployed respondents randomly selected as well.

The study included 46% of women and 54% men. Of those surveyed 47% are
residents of Knjazevac, and 53% are inhabitants of Zajecar. The percentage of the
employees in local government is 29%, in the sector of tourism and catering 23% in
other sectors (culture, transport, agriculture, etc.), 26% of respondents, as well as 22%
of unemployed respondents.

As a research tool we used questionnaires. The survey consisted of closed
questions, which indicate the economic effects of rural tourism development, and offered
the answers of the respondents on a scale from 1 to 5, where 1 means “strongly disagree”,
and 5 “strongly agree”.

The effects of rural tourism development on Stara Planina, covered by the
questionnaire are:

Improving the quality of life and standards of all development resources,

The realization of economic profit,

Preserving the integrity of the social community,

Preserving the cultural integrity affirmation of the destination of Stara Planina,

Preserving the rural environment and cultural heritage,

Motivating the local population to remain in the countryside,

The employment of local people in all aspects of business operation.

Results and discussion of the results

The following tables show the results of the conducted research on the effects of rural
tourism development on Stara Planina.
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Table 1. Improving the quality of the environment and of all development resources

Local Tourism and Other
self- . economic Unemployed Total
government hospitality subjects

Completely inconsistent 0,00% 0,00% 0,00% 0,00% 0,00%
Partially inconsistent 17,65% 15,38% 13,33% 23,08% 17,24%

Neutral 11,76% 0,00% 6,67% 15,38% 8,62%
Partly agree 23,53% 23,08% 33,33% 23,08% 25,86%
Strongly Agree 47,06% 61,54% 46,67% 38,46% 48,28%

Total 100,0% 100,0% 100,0% 100,0% 100%

The percentage of respondents who totally agree is 48,28%, and most of them are
employed in the tourism sector (61.54%), which shows that most respondents agreed that
the improvement of environmental quality and the development of resources are effects of
the development of rural tourism on Stara Planina. The percentage of neutral subjects is only
8.62%, while totally disagreeing respondents don’t exist.

Table 2. The realization of economic profit

Local Tourism and Other
self- . economic Unemployed Total

government hospitality subjects
Completely inconsistent 17,65% 15,38% 0,00% 23,08% 13,79%
Partially inconsistent 5,88% 0,00% 0,00% 15,38% 5,17%
Neutral 5,88% 7,69% 13,33% 7,69% 8,62%
Partly agree 17,65% 23,08% 46,67% 15,38% 25,86%
Strongly Agree 52,94% 53,85% 40,00% 38,46% 46,55%
Total 100,0% 100,0% 100,0% 100,0% 100%

An important effect of rural tourism development on Stara Planina is the realization of
economic profits where the highest percentage of employees in the tourism and hospitality
industry (53.85%) strongly agrees because it automatically implies a chance for greater
profits. But the employees of the Local Government (52.94%) and employees in the sector of
other undertakings (40%) trongly agree with it as well. The largest number of the unemployed
(38.46%) also strongly agrees, because they see the chance for their employment in the
development of rural tourism, even though a large number of the unemployed, 23.08%, is
completely inconsistent and cannot see that the development of rural tourism can lead to the

economic profit.

Table 3. Preserving the integrity of the social community

Local Tourism and Other
self- . economic Unemployed Total

government hospitality subjects
Completely inconsistent 0,00% 0,00% 0,00% 0,00% 0,00%
Partially inconsistent 29,41% 15,38% 6,67% 46,15% 24,14%
Neutral 11,76% 0,00% 20,00% 23,08% 13,79%
Partly agree 23,53% 30,77% 26,67% 7,69% 22,41%
Strongly Agree 35,29% 53,85% 46,67% 23,08% 39,66%
Total 100,0% 100,0% 100,0% 100,0% 100%
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Preserving the integrity of the social community is also an effect that occurs due to
the development of rural tourism on Stara Planina as it is shown in Table 3. The highest
percentage of employees in the tourism and hospitality industry (53.85%) and 46.67% of
those employed in the sector of other undertakings totally agree with the statement that the
preservation of the social integrity of the local community is one of the important effects
of rural tourism development in Stara Planina, while there aren’t any totally disagreeing
respondents.

Table 4. Preserving the cultural integrity affirmation of the destination of Stara Planina

Local Tourism and Other
self- - economic Unemployed Total

government hospitality subjects
Completely inconsistent 17,65% 15,38% 0,00% 23,08% 13,79%
Partially inconsistent 11,76% 0,00% 6,67% 7,69% 6,90%
Neutral 11,76% 0,00% 13,33% 23,08% 12,07%
Partly agree 23,53% 46,15% 33,33% 23,08% 31,00%
Strongly Agree 35,29% 38,46% 46,67% 23,08% 36,21%
Total 100,0% 100,0% 100,0% 100,0% 100%

The largest number of the working population in the sector of other undertakings
(46.67%) and 38.46% of the employed in tourism and hospitality completely agree that the
preservation of cultural integrity affirmation of Stara Planina destinations is one of the effects
of the development of rural tourism. As for the unemployed, they each pleaded differently
on this matter, so that there are completely disagreeing 23.08%, neutral 7,69% , no partially

inconsistent and fully consistent- 23.08%.

Table 5. The preservation of the rural environment and cultural heritage

Locql Tourism and Other
self- o economic Unemployed Total

government hospitality subjects
Completely inconsistent 17,65% 15,38% 0,00% 23,08% 13,79%
Partially inconistent 17,65% 0,00% 0,00% 0,00% 5,17%
Neutral 5,88% 0,00% 0,00% 7,69% 3,45%
Partly agree 11,76% 15,38% 33,33% 23,08% 20,69%
Strongly Agree 47,06% 69,23% 66,67% 46,15% 56,90%
Total 100,0% 100,0% 100,0% 100,0% 100%

The significant number of respondents, 56,90% fully agree that the preservation of
the rural environment and cultural heritage is one of the important effects of the development
of rural tourism on Stara Planina. The largest percantege is of the employees in the tourism
and hospitality industry (69.23%), followed by 66.67% of the employed in the sector of other
undertakings and employees in local government (47.06%) and even 46.15% of unemployed
respondents, which is completely in accordance with the aforementioned statement.
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Table 6. Motivating the local population to remain in the countryside

Local Tourism and Other
self- o economic Unemployed Total

government hospitality subjects
Completely inconsistent 11,76% 0,00% 0,00% 0,00% 3,45%
Partially inconsistent 23,53% 15,38% 6,67% 30,77% 18,97%
Neutral 5,88% 7,69% 13,33% 7,69% 8,62%
Partly agree 11,76% 7,69% 13,33% 15,38% 12,07%
Strongly Agree 47,06% 69,23% 66,67% 46,15% 56,90%
Total 100,0% 100,0% 100,0% 100,0% 100%

With the development of rural tourism on Stara Planina local people will be motivated
to stay in the country and 56.90% of the respondents completely agree upon it (69.23% of
the employed in the tourism and hospitality industry, 66.67% of the employed in other
economic sectors, 47.06% of local government employees and 46.15% of the unemployed

respondents).

Table 7. Employment of local people in all aspects of business operation.

Local Tourism and Other

self- o economic Unemployed Total
hospitality .

government subjects
Completely inconsistent 0,00% 0,00% 0,00% 0,00% 0,00%
Partially inconsistent 23,53% 15,38% 0,00% 23,08% 15,52%
Neutral 0,00% 0,00% 20,00% 7,69% 6,90%
Partly agree 35,29% 30,77% 26,67% 15,38% 27,59%
Strongly Agree 41,18% 53,85% 53,33% 53,85% 50,00%
Total 100% 100% 100% 100% 100%

The employment of local people in all aspects of business operation is perhaps the most
important effect of rural tourism development on Stara Planina, since 50% of the respondents
completely agreed with this statement. Thus 53.85% of the unemployed respondents are fully
in compliance with this because it is a chance for their employment, and the same number
of the employees in the tourism and hospitality industry is completely in accordance with
it, a little less, or 53.33% of the employed in the sector of other undertakings and 41.18%
of local government employees also fully agree upon the statement that the development

of rural tourism on Stara Planina improves the employment of local people in all aspects of
business operations.

Conclusion

Stara Planina has good conditions for the development of rural tourism thanks to its
geographical position, the varied landscape, cuisine, folklore, multinationality, rich cultural
heritage. The great cultural value lies in the products of traditional crafts and handicrafts
through which a rich heritage of local people is revealed. The natural beauty of Stara Planina
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in combination with the culture, traditions, food specialties and music of Eastern Serbia
can become a recognizable tourism brand, which contributes to the significant economic
development and could improve the image of the region. One of the most important effects
of rural tourism development in Stara Planina is the realization of economic profits. The
development of rural tourism on Stara Planina can stop the emigration of young people through
the creation of basic conditions for general, much higher comfort of the rural settlements.
With the development of rural tourism on Stara planina local people will be motivated to stay
in the countryside. In such circumstances, young people can find not only economic, but also
social and cultural reasons to continue living in rural areas. The development of rural tourism
on Stara Planina would improve the employment of the local population.
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CO2 EMISSIONS TRADING AT THE STOCK EXCHANGE
— QUALITY ENHANCEMENT OF TOURISM POTENTIAL,
ECOLOGICAL AND ECONOMIC GROWTH

Abstract

Since climate changes have caused significant problems in the functioning of the
modern world, human society and economics at the global level, it is inevitable to
take appropriate protective measures. Climate change and its bad influence directly
relate to the environment and indirectly to economic, i.e. tourist activities which are
linked to natural potentials. For years, human or industrial activities have been
emitting greenhouse gases into atmosphere, which have harmed the climate to a
large extent. In order to prevent further pollution, permits for emitting greenhouse
gases were introduced at various conferences on a global level. These permits are
traded on the stock exchange so this paper gives an overview and description of CO2
emission trading. Such an indirect environmental protection provides the possibility
of reducing harmful gasses emission into atmosphere, and thus less harming climate
factors. The paper puts emphasis on the Kyoto Protocol, CO2 emissions market,
situation and tendencies on the market and their influence on tourism.

Key words: Tourism potential, the Kyoto Protocol, ecological and economic

development, CO2 emissions, emissions permits
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U Ha npuspeoHe, 0OHOCHO MYPUCIUUKe OeTAMHOCU Koje CY 6e3aHe 3a NPUpooHe
nomenyujane. Jbyocka oOenammocm, OOHOCHO UHOYCMPUCKA ROCMpOjerbd €y
200UHAMA YHA3AO eMUMOBALA Y AMMOCHeEPY CMAKIEHUYKe 2AC08e, KOju €Y' Y 8eTUKO]
mepu Hapywiuau kaumy. Ha pasnum Casemosarsuma Ha enoOarHom HUBOY, V YUbY
cnpeuasarse oameez 3azalerba, ysedene cy 003601 3d UCHYUMArse CIAKIEHUYKUX
eacosa. Osum dossonama ce mpeyje Ha Oep3su, me je y pady oam npezieo u onuc
mpeosarea emucujama CO,. Osako nocpedna 3aumuma JHcusomue cpeoure npyica
MO2YRHOCI 30 CMAFberbe eMUMOBarsa WMEMHUX 24co8d y ammocgepy, me Ha maj
HAYUH U MAReM HAPYUasary KIUMameKux gpakmopa. Y paoy je cmaswen axyenam
na Kyomo Ilpomoxon, mpocuwme emucujava CO, cmarve u menoenyuje Ha
mparcuwimy u wuxoe ymuyaj Ha mypusam. Pao nosesyje memamcke obnacmu eesate
3a 0ep3aHCKO Mp2o8arse 003601AMA, 3AWMUMY NPUPOOHE CPEOUHE U HAPYIUABAFbEe
KAUMAMCKUX hakmopa, me 0aje H080 eKOHOMCKUO-EKOLOUKO Ca2neddsarbe mypusma
Ko jeOHe 00 8aX0CHUUX 2paHa c8emcke npuspeoe.

Kuoyune peuu: Typucmuuxu nomenyujan, Kyomo npomokon, exoHomcko
exaowku paseoj, Emucuja CO2, emucuone do3zgone

Introduction

Nowadays, climate change is the biggest and most serious challenge for the planet, the
environment and global economy. Climate changes influence the quality of tourist potentials
of a country, as well as the economic and ecological development of the country indirectly.
There are evident scientific proofs that high concentrations of gases in the atmosphere which
cause GHG — greenhouse gases effect are responsible for global warning. In recent years,
tourism has been a branch of economy that brings huge profit globally. But, if we want tourist
destinations to keep their primary role of human relaxation and health, it is necessary to
save and preserve them from pollution as much as we can. Atmospheric, or climate changes,
indirectly affect the attendance of a certain tourist destination since either the surplus or
shortage of rainfall during the year, or too much heat or too cold winters, can cause that the
attendance of a specific place of region decreases. The economic effect of tourism decreases
in this way, too. Atmospheric changes are also affected by the emission of harmful gases, so
it is necessary to take urgent measures in order to reduce their harmfulness. The trading on
the stock exchange with quotas or permits is based on the setting or approving the maximum
allowed limit of CO2 emission by relevant institutions. The bottom line is that the companies
that emit CO2 in larger quantities than they are allowed pay for extra pollution, while the ones
that emit less are awarded by selling the unused quotas.

The Kyoto Protocol in response to frequent
ecological disasters

It is believed that global warming is mostly caused by the emission of greenhouse
gases into the atmosphere as a result of human activities, especially the change in using
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land by deforestation, as well as fossil fuels burning (coal, oil and gas) (European
Commission, 2007). The development complies with the requirements and limitations of
nature, involves correlation of economic and environmental policy at all levels of society
and its integration with modern international trends (Mihajlovi¢, 1li¢, & Simonovic,
2013). The mentioned problems called for a global solution (Cavoski, 2005). The first
step towards reducing greenhouse gases emissions (GHG emissions) was taken on 9 May,
1992, when the United Nations Framework Convention on Climate Change (UNFCCC)
was adopted. The second step was the Kyoto Protocol, adopted at the third Conference
of the Parties of the United Nations Framework Convention on Climate Change, held
in December 1997 in Kyoto, Japan. The Protocol was put into effect on 16 February,
2005. To be put into effect, at least 55 counties making up at least 55% of pollutants
were needed to ratify the Protocol. The main difference between the Protocol and the
Convention is that the Convention encourages industrialised countries to stabilise the
greenhouse gases emission, and the Protocol commits them to doing so.

The flexible mechanisms of the Kyoto Protocol are designed to motivate further
reduction of emissions of greenhouse gases, primarily by increasing the economic
feasibility of introducing measures that are in line with the objectives of the Protocol.
The flexible mecanisms of the Kyoto Protocol are designed to further motivate the
reduction of greenhouse gases emission, primarily by increasing economic feasibility
of introducing measures in compliance with the objectives of the Protocol. Namely,
The developed countries (also called Annex I parties) are allowed to, instead of on their
territory, if they consider that it is more cost-effective, to implement projects with the
objective of fulfilling their obligations under Annex B in the territories of other countries
signatory to the Kyoto Protocol, either developed or developing countries (which are also
called non-Annex I parties). These mechanisms are based on the principles of openness
and transparency with intensive use of the Internet and other advanced technologies
(Caring for Climate, 2005). There are three such mechanisms:

1. The Clean Development Mechanism is one of the mechanisms for

implementing the Kyoto Protocol (Clean Development mechanism — CDM).
Reduced emissions of greenhouse gases created by using this mechanism is
expressed as Certified Emission Reductions (Certified Emission Reductions,
CERs) (Damnjanovic and Tufegdzic).

2. The joint implementation mechanism allows countries listed in Annex I to
meet part of their commitments through the implementation of projects aimed
at reducing emissions of greenhouse gases in the territories of other countries,
which are also Parties to Annex I, in compliance with the aforementioned
rules and principles. Reducing emissions in such projects is expressed in
units of emission reductions (Emission Reduction Units, ERUs).

3. Emissions trading is the third mechanism which, in compliance with certain
rules and restrictions, allows the countries listed in Annex I to “sell” to other
countries, parties of Annex I the excess reduction (relative to the defined).
This mechanism allows trade with other means, such as CERs or ERUs
(Stefanovi¢, Cojbasi¢, Vuekovi¢, & Stojiljkovié, 2007).

The ratification applies in particular to the tendencies that are associated with the
negotiations on the future direction of the international community in the field of climate

EXSIEKOHOMUKA 95



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

change and assuming responsibilities that are (not) in accordance with the possibilities
of the economy and society (Todi¢, Grbic, 2014). The question is how to prevent the
emission of carbon dioxide? Prospects of further development of the EU ETS by 2050
are shown in Figure 1.

Figure 1. Prospects of further development of the EU ETS cap by 2050
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Source: European Environment Agency, 2013 Trends and projections in Europe 2013 - Tracking
progress towards Europe’s climate and energy targets until 2020, Copenhagen, Denmark, p. 26.

The answer can be found in the following (Petrovic, 2013): improving the
efficiency of energy production and consumption; energy conservation and saving; use
of non polluting and renewable energy sources; fines and fees; market mechanism.

CO2 emissions market

The emergence of CO2 markets is linked to the period of the early 90’s, when
the great attention was paid to the protection and preservation of the living and working
environment. The very need for such a mechanism regulating emissions is found in the
unity of political, scientific (environmental) and economic objectives. Gas emissions
market differs from other commodity markets insofar as the GHG emissions or loans
(gases that cause the greenhouse effect - greenhouse gases) can not be stored or
transferred to the next year, but must be utilized during the current year. This solution
is applied because the mechanism for reducing emissions has been designed to reduce
annual emissions by a certain percentage in relation to the level of 1990. Therefore,
each year annual emissions are independently compared to 1990 levels and thus there
is no possibility of the disruption of business in the market on the basis of, for example,
warmer winters in one country (Aziakou, 2006). Transactions of CO2 emissions, which
take place in the greenhouse gases emissions market, can generally be divided into: Spot
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transactions - delivery and payment of permits shall be made in a short period of time
immediately after the conclusion of the agreement; “Forward Settlement” - delivery and
payment of emissions permits is postponed for a future moment, which is defined at the
moment of trade; “Options” - contracts that give buyers / sellers the option, but not the
obligation of performing a transaction before or exactly on a specific date. The price
of emissions permits is predetermined, as well as the date of the transaction, whereby
customers bear the costs of flexibility of such contracts; project investing - customers can
also choose to invest in projects that will result in the emissions reduction. Greenhouse
gases emissions markets can be organized as: Stock Exchange (Exchange Market) and
., over the counter markets ,, (Over the counter, OTC) - the market is composed of
actors who are not members of the official stock exchange. The trading is not performed
regularly as on the stock market, transactions are done through a broker by phone or
computer, and the terms of the contract are bilaterally negotiated by two involved parties
or standardized agreements are used. After the Great Depression, this market came to be
regulated, too.

However, the successful establishment of a system of emissions trading depends
on certain conditions. First, there needs to be a sufficient number of participants on the
market both for buying and selling. Without a sufficient number of participants, the price
of permits will not show the true state of supply and demand. The second condition
is low transaction costs of permits trading. Otherwise, neither sellers nor buyers can
find interest in trading. Third, for the trade system to work properly there must be a
strong regulatory system for issuing emissions permits and, in general, from the system
of emissions monitoring, verification of emission reductions and tracking emissions
register (Emissions Trading) (Aziakou, 2002).

Emissions trading system in general can be organized in two ways (Hrncevic,
2008). These are “cap & trade” system and “baseline & trade” system. The main
difference between these systems of emissions trading is in setting emissions restrictions
and the method of allocating licenses. In the cap & frade system a competent body sets
framework emissions restrictions for all the emitters in the trading system and based on that
framework, the body sets unique restrictions for each emitter in the system. The baseline
& trade system sets equal restrictions for all companies for the emission of greenhouse
gases. Although the cap & trade emissions trading system is considered more efficient than
baseline & trade system there are still some drawbacks and limitations. More precisely,
these are the unstable and unpredictable prices of permits (the possible solution is the
so-called “forward transactions”, high administrative and legal costs, the allocation of
emissions permits and the possibility of corruption. However, as the main drawback of
the cap & trade system, critics point out the assessment of actual emissions of companies
and consider that environmentally better results are achieved by the introduction of the
greenhouse gases emission tax. Accordingly, the main difference between the cap & trade
system of emissions trading and taxation systems is in setting emissions restrictions (cap)
which define the amount of emissions to be emitted, while the prices of the emission permit
and fines are variable (Carbon emissions trading). Emissions trading system involves the
purchase or sale of emission permits that can be obtained in two ways. The first method of
procurement is the purchase from the relevant institution providing primary emissions, and
the purchase of licenses takes auction system. Another possibility of obtaining emission
permits is the use of carbon credits that were obtained by CDM projects.
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In spite of the opinion that this market has good prospects, the method of risk
management in purchasing is still unclear. Specifically, in these markets there are several
types of risk among which are: country risk-refers to investments in CDM projects in
politically unstable countries; quality risk — refers to non-compliance with the so called
CDM golden standards; delivery risk —refers to introduction of new untested technologies
which may not be able to fulfil the predicted CO2 emission reduction; market risk — the
risk of negative effects on financial results and bank capital due to changes in the value
of the portfolio of financial instruments. No matter the risk in CO2 emissions trading,
there is the possibility of decreasing the unwanted consequences caused by trade thanks
to a large number of financial instruments such as the derivatives (futures and options).

Status and trends in the CO2 market

Although the EU permits could be used in accordance with the goals of reducing
greenhouse gas emissions, those who were trading looked for an opportunity to earn as much
as possible on these transactions. One of the dominant financial instruments which have played
an important role in the fight against the risks were options. Between 2007 and 2008, options
trading volume increased by 5 times. It continued growing in the following years but, due to
the economic crisis, the growth was much slower which had impact on the market price of
emission permits (CER — Certified Emissions Reduction and VER). Compared to 2009, when
the price of emission permits recorded a decline, in the coming period it began to growth. More
specifically, in January 2010 it amounted to €12.85/t CO2, and in January 2011, €14.97/t CO2.

Figure 2. The prices of emission permits in the period 2010-2015
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Source: Investing. Com, Carbon Emissions Streaming Chart, http://www.investing.com/
commodities/carbon-emissions-streaming-chart
However, after October 2011, again a decline is seen in the price of emission
permits so that in January 2012 it amounted to €8.06/t CO2. With smaller and larger
fluctuations in the following years the price of emission permits decreases so that in
December 2014 it was at €7.34/t CO2 (Koch, 2014). Market prices for emission permits
in the period from January 2010 to January 2015 are shown in Figure 2. Along with
increased awareness of the impact of emissions on the environment, in addition to the
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slow growth of the market, from the beginning of trading to date, the volume of CO2
emissions trading scheme records a steady growth (Figure 3).

Figure 3.Trading by EU Emissions (Million tones)
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Source: European Comission (2013) The EU Emissions Trading Systems (EU ETS), Brussels, p. 6.

Bearing in mind the above mentioned facts, ICE Futures Europe can serve as a
good example with CO2 emissions trading having begun in 2005. Analyzing the volume
of trading on the ICE Futures Europe it can be concluded that the volume of trading in
2014 increased by about 19 times compared to 2006. As for the types of contract, the
most used were futures and options (Table 1).

Table 1. Monthly trad. volume of CO2 emissions - contract 2006- 2014 (lot: 1000t CO2)

Measure
lot 2006 2007 2008 2009 2010 2011 2012 2013 2014
Futures | Options | Futures | Options | Futures | Options | Futures | Options | Futures | Options | Futures | Options | Futures | Futures | Futures
Jan 33931 1 60007 | L050 | 126393 | A45T0 | 2IEA6 | 34831 | MIOR | 34315 | 31367 | TOT04 | S6LTIS | TIG3R4 | BITAM
Feh 16,638 1 60786 | 080 | 117493 | 313R0 | 384064 | ALO7L | 0TI | ALITL | 34374 | TLIOD | 624442 | 934316 | DMLY
Mar 11331 0 71,8719 1950 | 111482 | 16085 | 491545 | 47457 | 397083 | 79,350 99,001 63,5343 642,320 759394 | 1146937
April 41,146 1 STA26 | LASD | 150373 | LIT0 | 444480 | TLAED7 | 624034 | 114371 | 360705 | 0360 | 549585 | 76047 | 7047
Maj 33,378 1 7303 | 100 | 123394 | 13614 | 37I047 | 50100 | 613471 | TRDAL | 43233 | 2330 | ATA7F | 53R | 935E
Jun 12,553 1 33306 | 2315 | 244000 | 0811 | 422030 | 42700 | S13168 | A0 | TeAI3E | 63400 | 00086 | 813400 | G3EE3
Jul 29,602 0 119268 | 6790 | 3198357 | 26445 | 433031 | 37883 | 451353 | 72370 99834 | 72950 TI4.516 541914 T32165
Aug 7,270 1 04360 | B7H0 | 196433 | L0615 | 23BBI0 | 20530 | 340534 | J4155 | TLADS | 67805 | 616084 | 313047 | 431403
Sep 38212 0 88,561 10900 | 244808 | 20165 | 403268 | 31210 | 361044 | 91336 566,027 4,057 709.204 633681 668,245
Oct SLI4 | 40 | 102008 | 575 | 300417 | 20735 | ALSAIL | 20344 | 303722 | A0S | 6L33D | BL000 | 9IRA07 | 60002 | é333L)
Nov 65,325 0 88,930 9475 | 298511 | 23945 | 398734 | 40220 | 496,600 | 49,300 751,329 99,142 | 1077565 | 743220 T21,081
Dec 40231 moo| 7LSeL | 475U | 166501 | 22051 | 342057 | 314l4 | 3A091 | ST400 | S7RBRD | 7ROl | B70382 | A4L106 | 451370
452350 | 560 | 980895 | 57426 (2499055 | 310,566 |4,615922 | 507,697 | 5,344,690 | 821,073 | 6783898 | 786,463 | BABTN41 | 8282992 | B,645954
SUM 453| 1038321 2,809,621 5,123,619 6,165,763 7570361| BA4BTO41( 8282992 B645054

Source:https.//beta.theice.com/marketdata/reports/ReportCenter.shtml?reportld=10&c
ontractKey=20#report/7
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The influence of climate factors on tourism

Experts of the International Energy Agency have warned and drawn attention to the fact
that annual carbon dioxide emissions should not exceed 32 gigatonnes by 2020. According
to recent estimates, the emissions reached 30.6 gigatons during 2010. So it can be concluded
that the future looks bleak for all branches of the economy and for the normal functioning
of life on the Earth, as well (http:// www.slobodnaevropa.org /archive/news/latest/500/500.
html?id=24209348). The consequence of increasing global temperatures is seen in sea level rise
and changing patterns of precipitation. This leads to the expansion of subtropical deserts. The
greatest warming is in the Arctic, and a constant melting of glaciers and sea ice can be expected.
Other phenomena that are predicted are an increase in the intensity of extreme weather events,
species extinction, as well as changes in agricultural yields. The First International Conference
on Climate Changes and Tourism was held in Tunisia (Djerba) in April 2003, organised by the
World Tourism Organisation. It was a great opportunity for all stakeholders in tourism, as well
as scientists, to exchange views on the consequences, opportunities and risks that are placed in
front of the tourism sector as a result of changes in the global climate. The result of the conference,
the Djerba Declaration on Climate Change and Tourism, recognized the relationship between
climate change and tourism. On one hand, tourism is affected by climate change, especially
when it comes to tourist destinations in coastal, mountainous, arid and floodplain areas, and
on the other, tourism also contributes to the causes of climate change, particularly through
emissions through traffic and other types of energy use. Climate changes may affect tourism
in several ways: the variable and unstable weather conditions complicate tourism operations
and planning; natural weather disasters can harm tourism infrastructure, natural and cultural
heritage and local communities; much of the tourist infrastructure is located in sensitive areas;
climate changes may affect the level of tourist comfort, as well as the number of their activities;
the rise of sea level and temperatures threaten coastal and island destinations, as well as the
port cities; climate changes may affect natural habitats and biodiversity, which are the main
attraction of eco tourists and nature lovers; change in rainfall and hydrological cycle may affect
the availability of freshwater resources in the destination, which is among the basic needs of
tourists; reduced snowfall directly affects the mountain and ski tourism. Many tourist activities
(skiing, swimming, wildlife, tourism based on nature) require specific weather conditions. A
small increase in winter temperatures, for example, will eliminate ski center on the lower slopes
of the Alps. The reaction of tourists to climate change can be a negative impression about the
attractiveness of the destination (for example, dead coral, scarcity of species, habitat loss).

Advantages of Serbian entry on issuance market
in the development of tourism potentials

The necessity of the ratification of the document and its implementation is quite obvious.
The Republic of Serbia is a member of the Kyoto Protocol since 17 January 2008. This applies in
particular to the tendencies that are associated with the negotiations on the future direction of the
international community in the field of climate change and assuming responsibilities that are (not)
in accordance with the possibilities of the economy and society (Todic, Grbic, 2014). Increasing
energy efficiency by using international emissions market in one country can result in: attracting

100 EKOHOMUKA EXA1



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

new technologies, encouraging innovation in the economy, improving competitiveness and
encouraging long-term economic growth. In this way, global GHG emissions market represents
areal opportunity for Serbia to improve its energy efficiency (Avlijas, 2007). This would ensure
not only the reduction of emissions that pollute the environment or cause climate changes, but
also the economic incentive for the introduction of new energy-efficient technologies and the use
of renewable energy resources. In accordance with the foregoing, it can be concluded that in the
global emissions market, Serbia could convert its lack of energy efficiency into a comparative
advantage. What is certainly more important is that the implementation of activities in this area
in the way they are implemented in the EU would enable Serbia, with some reasonable and cost-
effective investment, to create new jobs and new areas of work, but also the competitiveness of
national companies in the EU and international market. In other words, only the fulfillment of
the basic requirements of the EU package, primarily in terms of increasing the use of renewable
energy and energy efficiency, together with the involvement in the emissions trading system,
can provide Serbia with the placement of domestic products in the EU market and thus the
survival and positive local business operations of domestic companies (Bozanic, 2012). That is
certainly the way forward for Serbia towards sustainable tourism.

Conclusion

The very essence of the idea of formation of CO2 emissions market had noble intentions
relating to environmental protection. Many problems in the world emerging and disappearing
from year to year, have been diverting attention from the issues that are crucial to human survival
(climate change caused by anthropogenic influences). The CO2 market along with other
mechanisms of economic and market regulation will inevitably become a decisive factor of
environmental protection in a market economy. Taking into account the harmful gases emissions
in Serbia, by joining the CO2 market Serbia will gain comparative advantage for two different
reasons. On one hand, Serbia will directly benefit from the introduction of limits in harmful
gases emissions through environmental protection, and on the other hand, it will generate
additional public revenues. The only problem occurs due to the additional fiscal burden that will
fall on the private sector, which has not been in the best position. But the global CO2 market
represents a rare opportunity for Serbia to be actively involved in sustainable development,
increase energy efficiency and make significant steps in further economic expansion.

References

Avlijas, S. (2007). Pod lupom Moze 1i Kjoto protokol doprineti vecoj energetskoj
efikasnosti u Srbiji?, Kvartalni monitor 8, januar—mart, pp. 56-64.

Aziakou, G. (2006). “Britain Urges Global Carbon Trading to Spur Eco-Healthy Growth*,
Terra Daily, 21* April, Internet: http://www.terradaily.com/reports/ Britain_Urges
Global Carbon Trading To Spur EcoHealthy Growth.html. (15.01.2015.)

Bozani¢, D. (2012). Zahtevi Ev. zakon. u borbi protiv klim. prom., Internet:http://
www.bos.rs/ceiblog/danijelabozanic/742/2012/08/22/zahtevi-evropskog-
zakonodavstva-u-borbi-protiv klimatskih-promena-.html. (17.01.2015.)

EXSIEKOHOMUKA 101



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

Caring for Climate, (2005). A Guide to the Climate Change Convention and the Kyoto
Protocol, Climate Change Secretariat (UNFCCC), Bonn, Germany.

Cavoski, A., (2005). Kjoto protokol u svetlu ugestalih ekoloskih katastrofa, Stru¢na
misljenja, Internet: http://www.lawdem.org/200558¢2.pdf (17.01.2015.)

Damnjanovi¢, M., Tufegdzi¢, D. Nauka pod lupom, Internet: http:// www.kmhem.net/
archives/o3/kjoto/ (17.01.2015.)

Evropska komisija, (2007). Klimatske promene: izazovi za poljoprivredu, See: http://
www.ipcc.ch Climate Change. (15.01.2015.)

European Comission, (2013). The EU Emissions Trading Systems (EU ETS), Brussels p. 6.

European Environment Agency, (2013). Trends and projections in Europe 2013 -
Tracking progress towards Europe’s climate and energy targets until 2020,
Copenhagen, Denmark, p. 26.

EurActiv.rs, (2011). Krada dozvola za zagadenje ugljen-dioksidom u EU, available
at: http://www.euractiv.rs/odrzivi-razvoj/968-kraa-dozvola-za-zagaenje-ugljen-
dioksidom-u-eu.(19.01.2015.)

Hrncevi¢, L. (2008). Doctoral dissertation: Analiza utjecaja provedbe Kyoto protokola
na naftnu industriju i poslovanje naftne tvrtke, Zagreb.

ICE Futures Europe, Available at: https //beta.theice.com./marketdata /reports/
ReportCenter.shtml?reportld=10. (18.01.2015.)

Investing. Com, Carbon Emissions Streaming Chart, http:// www.investing.com /
commodities/carbon-emissions-streaming-chart (18.01.2015.)

Klimatske promene i turizam, available at: http://www.lovetravel.rs/zelena-planeta/
klimatske-promene-i-turizam (18.01.2015.)

Koch, N., (2014). Dynamic linkages among carbon, energy and financial markets:a
smooth transition approach. Applied Economics, 46(7),715-729.

Mihajlovi¢, D., 1li¢, B., & Simonovi¢, Z. (2013). Razvoj odrzive ekonomije prirodnih
resursa u skladu sa ekoloskim zahtevima. Ekonomika, 59(4), 10-21.

Mehanizam cistog razvoja - Clean Development Mechanisam - CDM, Internet: http://
www.met.gov.sb/clean_development_mechanism.htm (17.01.2015.)

Opasnost od porasta emisije Stetnih gasova, available at: http: /www.slobodnaevropa.
org/archive/news/latest/500/500.htm1?id=24209348 (15.01.2015.)

Petrovié, A. (2013). Analiza troskova koris¢enja biomase za proizvodnju elektricne
energije, Univerzitet u Beogradu, Masinski fakultet, Beograd.

SEE Institute, Emisija ugljenika po jedinici BDP/a merenog paritetom kupovne mo¢i u 2009.
godini, Internet: http://www.see-institute.org/srpski/energetski-profil-rs (17.01.2015.)

Stefanovié¢, M. G., Cojbasi¢, R. Lj., Vu¢kovié, D. G., M.M.Stojiljkovi¢, M. M. (2007).
Emisija CO2 u regionu zemalja zapadnog balkana, Internet: http://simterm.
masfak.ni.ac.rs./procedings/132007/papers/sessions/6_Zastita_zivotne
sredine/6-6/stefanovicl pdf. (15.01.2015.)

Todi¢ D., Grbi¢, V. (2014). Zemlje u razvoju i politika u oblasti klimatskih promena,
Economics, 56(3), 315-331.

102 EKOHOMUKA EXA1



EKOHOMUKA EX= Vol. 61, april-june 2015, Ne 2

ISSN 0350-137X, EISSN 2334-9190, UDK 338 (497,1) P. 103-116
Slavica Arsi¢, MSc! SCIENTIFIC REVIEW ARTICLE
Natasa Kljaji¢, PhD? doi:10.5937/ekonomikal502103A
Marijana Jovanovi¢, MSc? Received: April 15, 2015
Institute of Agricultural Economics, Belgrade Accepted: May 6, 2015

UTILIZATION OF AN AGRICULTURAL LAND AS A BASIC
CAPACITY FOR CORN AND WHEAT PRODUCTION
IN SERBIA AND EX-YU COUNTRIES*

Abstract

Analysis of collected data from 2011, in structure of used agricultural land in
Serbia shows that dominated plough land and gardens and meadows and pastures,
until in smaller percentage are orchards and vineyards. Almost the same relation is
noticed in other republics of former Yugoslavia (meadow and pastures are the most
prevalent view of using the agricultural land in Slovenia, Macedonia, B&H and
Montenegro). Share of area under wheat notice smaller oscillation in all republics
in the period 2008-2010, until yield per hectare is equalized for the same observed
period. Share of area under corn in correlation with sown areas, for the period
2008-2012 is almost equalized for all republics. The average yield of corn per
hectare records declining trend from 2008-2012, and it shows that by production
Serbia is behind Slovenia and Croatia. Also, it was stated that world production
of cereals grow in 2012 and in 2013, contributed by corn and wheat production
in China, North America, European countries and former Soviet Union. Analysis
of used land capacities is emphasized importance of land as a limited factor in
production and base on that has given recommendation for alleviating problems
in agriculture and food production. Conclusions are given based on calculation
of percentages and their mutual comparisons for every country included in the
research.

Key words: agricultural area, average yield per an area unit, corn, wheat, Ser-
bia, ex-Yu countries.

JEL classification: Q10, Q19, P50

! slavica_a@iep.bg.ac.rs
2 natasa_k@iep.bg.ac.rs
3 marijana_j@iep.bg.ac.rs

4 Paper is part of the research projects: III-46006 - Sustainable agriculture and rural development
accomplishing the strategic objectives of the Republic of Serbia within the Danube region; funded by the
Ministry of Education and Science of the Republic of Serbia for the period of 2011-2015.

©/lpymtBo exoHoMHcTa “Exonomuka” Hurm 103
http://www.ekonomika.org.rs



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

KOPUITREILE ITIO/bOITPUBPE/THOTI 3BEMJ/bUIIITA

KAO OCHOBHOI' KAITAIMTETA 3A ITPOU3BOABY

KYKYPY3A U IIIIEHULIE Y CPBUJU U 3BEMJ/bAMA
BUBIIE JYT'OCJIABHUJE

Ancrpakr

Ananuzom npuxynmeenux nooamaxa sa 2011. coouny y cmpykmypu kopuuthenoe
nomwonpuspeonoe zemmuwma y Cpouju oomunupajy opanuye u dawme u ausade
u nawrayu, 00K ce y marvem npoyenmy Haiase sohirayu u sunocpaou. Iomogo
ucmu 00HOC 3abenexcet je u y ocmaium penyonukama ousue Jyzociasuje (nusaoe
U nawrayu cy 3acmynmseHuju 8uou kopuwhera nomsonpuspeonoe 3eMmuuima y
Cnosenuju, Maxeoonuju, buX u I{pnoj T'opu). Vuewhe nospuiuna noo nuwenuyom
benescu marbe ocyunayuje y ceum penyonuxama y nepuooy 2008-2012 2oouna, ook
Jje npunoc no xexmapy 3a ucmu noCMampanu nepuood 20mogo yjeonauen. Yueuihe
NoBpuIUHA NOO KYKYPY30M ¥ 00HOCY Ha 3acejane nogpuiune 3a nepuoo 2008-2012.
200UHe je 20mogo yjeonauena y ceum penyonuxama. Ilpoceuan npunoc Kykypysa no
xexmapy mpeHo onadarea 00 2008-2012 200une u noxasyje da ce no npou38o0rU
Cpouja nanaszu uza Cnogenuje u Xpsamcke. Takohe je nageoeno oa je npouzeoora
arcumapuya y ceemy nosehana y 2012 u 2012. 200unu, yemy je donpuneo poo Ky-
Kypysa u nuwenuye y Kunu, Cegepnoj Amepuyu, esponckum 3emmama u 3emmsama
ouswee CCCP-a. Ananuzom Kopuwihenux 3eMabUuHux Kanayumema HaziaueH je
3HAuaj 3empuma kao aumumupajyhee pakmopa y npouseooru u oame cy npeno-
DPYKe 3a yonasxcasarbe npodiema y nobonpuspeou i npou3soorbl Xpare. 3axkmyuyu
¢y 0amu 6a3upano Ha KaIKyIayujy npoyeHama u ruxoo mehycobno nopeherve 3a
CBAKY OpoHCagy Koja je YKwyueHa y ucmparxcusarbe.

KibyuHe peum: nomonpuspeono semsmwuuime, npoceyHu NpuHoc no jeouHuyu
nospuiute, nuenuya, Kykypys, Cpouja, zemmwe dusuie Jyzociasuje

Introduction

Agricultural land is the greatest natural resource and the most important element
of agricultural activities. From the economic point of view, it is a necessary condition
for realization of production process in agriculture. While researching the capacities in
agriculture, as well as the yield evaluation, the area of agricultural land represents a
starting point (Subi¢ et al, 2005.) Almost all indicators in agriculture analysis take into
consideration the area of agricultural land, which are inevitable for perceiving the struc-
ture, relative share of some land categories in the total, as well as the analysis of sowed
areas, when calculating yield etc.

Less for analytical and more for information purposes uses the comparison of to-
tal agricultural land with the total area of the state, resulting in a relative share, i.e. which
percentage of land area is agricultural land. This ascertainment shows in which content
the state is oriented to agricultural production.

In regard to the total area of Serbia, as well as in comparison with the other ex-Yu
countries, the highest share has agricultural land. The percentage of agricultural land
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share in Serbia in regard to the state area is 57.6%, in Croatia 23.4%, in Slovenia 27.8%,
Macedonia 43.5%, in B&H 22.3% and in Montenegro 37.3%. Such high percentage of
share in Montenegro is due to the fact that meadows and pastures, which mostly do not
use, prevail in the land structure.

According to the latest census in 2012, the total area of used agricultural land in Serbia
amounts 3,355.859 ha, of which family husbandries use around 84% and the rest 16% - com-
panies and cooperatives. In relation with total agricultural area, the total number of family
husbandries in Serbia uses 5.3 hectares of agricultural land. However, of utilized agricultural
area (2,816.424 ha), used by 628,555 family husbandries, in average they use 4.5 ha of ag-
ricultural land. The average of arable land in Montenegro is 6.3 ha, in Croatia 5.6 ha and
Slovenia 6.5 ha per a husbandry, while the average in the European Union is 17.9 hectares.

According to Statistical Yearbook of Serbia (2012) in accordance to the analysis
of agricultural land in five regions in Serbia, in Vojvodina uses 1,747 thousand hectares
or 34.6% of totally used agricultural land in Serbia. Although the largest number of agri-
cultural husbandries is in the region of Sumadija and West Serbia 262,531, they use only
31.4%, the region of South and East Serbia uses 29.8% and the smallest area of totally
utilized agricultural land uses the Belgrade region (4.2%).

The biggest area of agricultural land is used for cereals production (wheat, rye,
oats, maize, millet and broomcorn), which occupy around 63% of the total sown areas.
Of all particularized cereals, maize is the most represented crop with over 1.2 million
sown hectares, in the second place is wheat with around half a million hectares. Due to
large sown areas, cereals are among sectors with the highest value of primary production
of around a milliard euro per a year, which additionally increases by further processing
(Serbian National Program of Agriculture 2009-2011).

According to the report of the United Nations for Food and Agriculture, FAO
(February 2013), production of cereals in 2012 in the world was increased for 20 million
tons in regard to data in December, but it was still 2% lower production than in the year
2011. Good yield of maize in China, North America, European countries and ex-SSSR
countries affected the most total increase.

The harvested area of all crops in the world in the past 20 years has ranged from
825 to 887 million hectares, while wheat has produced on areas which varied from 209
to 232 million hectares, which has been approximately 26% of total harvested areas. In
our country, the share of areas under wheat is significantly less and ranges under 20%,
which is not favorable, from the aspect of properly used land.

At the European level, Serbia represents a significant producer of cereals and also
the biggest regional producer, regarding the sown areas under maize is on the sixth place
in Europe and regarding wheat on the twelfth place. Regarding the maize production
Serbia is in the 15" place in the world.

Material and method of work

The research in the paper comprises the analysis of available land capacities accord-
ing to a method of use, production parameters: area, total production and yields of more
important crop products, in this case of wheat and maize. By the analysis of statistical data
for Serbia and the ex-Yu countries, there the analysis of land resources structure will be made,
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according to a method of use of agricultural land, with a special reference to the structure and
the method of use of plough land. In regard to a fact that in the structure of plough land domi-
nate cereals, there the percentage data on areas, size of production and yields of wheat and
maize in Serbia were presented, which were compared with the countries of ex-Yugoslavia.
The data were arranged in tables, where a five-year data series was enclosed, started from
2008 to 2012, as well as the comparison of data with those in the year 2013, for the purpose of
determination of the basic economic indicators of wheat and maize production performance.

For the statistical calculation of percentages and their mutual comparisons were
used data from the statistical yearbooks for all mentioned countries, as well as data from
the United Nations Organization for Food and Agriculture (FAO), professional foreign
and national literature.

Structure of agricultural land in serbia and ex-yu countries

In accordance to the authors Kljaji¢, Arsi¢ and Mijajlovi¢ (Tranzicija, 2012), by
categories of use, in structure of agricultural land is evidently high share of crop acre-
ages in Serbia (83%). Observed in average for the period 2000-2009; 65.5% is plough
land, 4.8% orchards, 1.4% vineyards, 12.0% meadows and 16.3% pastures of the total
area of arable land which is on average 5,086.000 ha.

In the paper was presented the structure of agricultural land in Serbia and the
ex-Yugoslav republics, where is going to be perceived a difference in the structure of
agricultural land use and the percentage share per categories in the total agricultural
land. Considering that the structure of agricultural land changes slowly, data for just one
year are sufficient to recognize the most important relations. The year 2011, shown in the
table 1, was used for this purpose in processing of statistical data.

Table 1. Land structure in the year 2011 and the percent-
age share of categories in the total agricultural land

000 ha

Serbia Croatia Slovenia Macedonia B&H | Montenegro
Agricultural land, in total 5052 1326 4581 1120 1141 515
Plough land and gardens 3294 892 168 415 390 45
Share % 65.1 67.3 36.7 37.1 34.2 8.7
Orchards 240 32 26 14 44 12
Share % 4.7 2.4 5.8 1.2 3.8 2.3
Vineyards 56 32 16 21 5 4
Share % 1.1 2.4 3.6 2.0 0.4 0.8
Meadows and pastures 1466 346 2626 669 699 450
Share % 29.1 26.1 57.3 59.7 61.5 87.4
Other - 1.8 34 - - 0.2

Source: SORS (2012) Statistical Yearbook of Serbia 2012; CBS (2013): Statistical Yearbook of Repub-
lic of Croatia 2013; SORS (2013): Statistical Yearbook of the Republic of Slovenia 2013, SSO (2014):
Statistical Yearbook of Republic of Macedonia, 2014, Institute for Statistics B&H (2012): FB&H in
figures 2012; Montenegro Statistical Office (MONSTAT) (2012): Statistical Yearbook 2011.
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In the table 1 we can see that more than a half of agricultural land in Serbia is
plough land and gardens, which point out to a high share of areas which can be used for
intensive production of different crops. Besides the areas under plough land and gardens
Croatia has the approximate share of other forms of agricultural land in the total one, as
well as Serbia has. The conclusion is that Serbia and Croatia have a similar structure of
agricultural land. Unlike Serbia and Croatia, which are characterized by a high share of
plough land and gardens, Bosnia and Herzegovina, Macedonia and Slovenia are char-
acterized by a high share of areas under meadows and pastures. The highest share of
meadows and pastures has Montenegro, 8§7.4%. Due to poor configuration of the terrain
and poor quality of soil, the land in all these countries is characterized by high share of
meadows and pastures Those are predominantly hilly terrains, as well as mountainous
terrains which have an effect on a fact that major part in the total agricultural land makes
the areas under meadows and pastures which cannot be used for other purposes, i.e. the
conversion to arable land (especially meadows).

In Serbia the percentage in the total agricultural land under plough land amounts
65.1%. Regarding plough land use (3,294 thousand hectares) the percentage of totally
sown areas (3,067 thousand hectares) in Serbia is 93.1%, of which the largest areas are
under cereals (62.3%), industrial crops (14%), vegetable crops (8.9%) and forage crops
(14.8%). However, there is a part of uncultivated arable land and fallows 7% (2011).
According to calculation in the year 2012 in Serbia were 3,282 thousand hectares under
plough land and gardens, therefore their share in the total used agricultural land amounts
65.0% at the state level. Of the totally sown arable land (3,060 thousand hectares) which
is 93.2%, the largest sown areas are under cereals with share of 62.7%. Comparing the
years 2011 and 2012, there is decrease of areas under plough land, as well as total sown
areas, but areas under cereals increase for 0.4%.

In Croatia in the year 2011, of the total used agricultural area, areas under plough
land amount 67.3%, cereals 64.5%, industrial crops 14.3%, forage crops 14.5%, in total
93.3% of sown plough land and the rest (6.7%) are sown crops in arable land. There is an
increase of arable land in regard to the previous year for 1.2% in 2012, so it is 67.9% in
the totally used agricultural area, and therefore increased also areas under cereals, 67.7%
of arable land (CBS (2013): Statistical Yearbook of Republic of Croatia 2013).

As far as Slovenia in the year 2011 arable land occupies around 36.7% of the total
agricultural land, in the structure of sown areas cereals are 55.8%, industrial crops 7,3
forage crops 31,5%, which is in total 94.6% and the rest (5.4%) are others sown areas.
The calculation for 2012 showed that there was increase of totally sown areas for 4.7%.
However, although there is increase of areas under plough land for 1.7%, their share in
totally sown areas decreases to 35.8%, but the percentage in the structure of sown areas
under cereals increases to 57.3% within the arable land (SORS (2013): Statistical Year-
book of the Republic of Slovenia 2013).

In Macedonia in 2011 arable land had occupied 45.6% of the total agricultural
area, while plough land and gardens had occupied 81.2% of the total arable land. Regard-
ing plough land, cereals occupy 39.3% of area (within totally sown areas cereals occupy
58.8%), industrial crops 6.7%, vegetable 12.3% and crops 8.4%, while 33.3% are nurs-
ery beds, fallows and uncultivated fields. According to statistical data of the Republic
of Macedonia (Statistical Yearbook of the Republic of Macedonia, 2014) the calcula-
tion for the years 2012 and 2013 was showed that there was decrease of arable land for
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around 1.0%. Nevertheless, in 2013 there is increase of sown areas for 1.4% in regard to
2011. As for the percentage share in totally sown areas for the year 2013, cereals occupy
59.8%, which means that there is increase in regard to the previous two years.

In 2011, Bosnia and Herzegovina had 61% of crop acreage in the total agricultural
area, of which 56% are plough land, sown areas within the plough land amounts 50.2%,
of which the largest area occupy cereals 43%, industrial crops 1.0%, vegetable crops
22.4% and forage crops 33.6%. Other crops, fallows and uncultivated fields occupy the
area of 49.7%. Considering that crop acreage in the year 2012 had increased for 3.3%
in regard to the previous year, the share of plough land in the total crop acreage had
amounted 55.1%. Within arable fields cereals occupy 21.7% and in total sown areas their
share amounts 44.1%, which means that there is increase of sown areas under cereals
(SSO (2014): Statistical Yearbook of Republic of Macedonia).

The total agricultural area in Montenegro occupies 515,740 ha, of which plough
land and gardens occupy 24.2% of all crop acreage, while the total sown area within
plough land is 70.3%, of which cereals are 16.1%, industrial crops 0.4%, vegetable crops
58.7% and forage crops 24.8%. Fallows and uncultivated fields occupy 29.7%. The cal-
culation for the year 2012 was shown that the share of plough land in crop acreage
had remained unchanged in regard to the previous year. However, although the share
of total sown area in crop acreage has increased to 71.1% the share of sown cereals
has decreased to 15.7% (Montenegro Statistical Office (MONSTAT) (2012): Statistical
Yearbook 2011.).

Wheat production

Wheat is one of the very important agricultural products due to its multiple uses.
It uses for production of flour, as very important product for baking and food industry, as
well as for the development of livestock production. The price of flour depends directly
on the price of wheat, and thereby also of many final products, primarily bread as a basic
food. In those years when yields are bad, i.e. when the total produced amount is under
the acceptable one, the price of wheat increases which reflects to the above mentioned
products. It is very important role of the state which should intervene in those years with
poor yields, from the stock reserves, which form in a time when yields are good. The
role of the state is also to have an effect on size of production by its measures of agrarian
policy, in order to provide uniformly and stable supply of the market, as well as to have
a positive effect on a phenomenon of more significant decrease of production, as it is the
case in our country (SEEDEV team, 2012)

In Serbia, on approximately 500 thousand hectares produces annually around 2
million tons of wheat. The largest share in Serbia of areas under wheat for the year 2012
had the region of Vojvodina (49.3%), where produces around a million ton of wheat on
the area of 237 thousand hectares. In the year 2013 the percentage share for the region of
Vojvodina was amounted 52.2% of sown areas under wheat in regard to total sown areas
in Serbia. Together with the Belgrade region share (4.9%), Serbia-North occupies sown
area of 57%. Serbia-South occupies 43%, where the region of South and East Serbia has
the percentage share of sown area under wheat of 25.2% and the region of Sumadija and
West Serbia 17.8%.
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At the beginning would be useful to perceive the share of areas under wheat in
regard to the total sown areas. Except for Serbia also data for the ex-Yu countries will be
presented, which will be compared to.

According to the table 2 we can notice that, when it comes to the ex-Yu countries,
Montenegro has the lowest share of areas under wheat in regard to total sown areas. This
percentage is a bit higher than in Bosnia and Herzegovina in comparison to Montenegro,
but much lower in comparison to Croatia, Slovenia and Serbia, where areas under wheat
occupy almost one fifth of the total sown areas. These relations are only regarding the
percentage share and they show the percentage of sown areas used for wheat sowing. In
that way, we can see production orientation of producers and the state regarding some
specific agricultural products production. Factors which affect this are numerous. That is
to say, crop acreage can be used for sowing of numerous crops (maize, oats, barley, etc.)
and choice, i.e. orientation of producers will depend on conditions in which do business
(purchasing price, subsidy, price of seed and fertilizers).

Table 2 Share of areas under wheat in regard to total sown areas in ha and share in % (000 ha)

Countries Years 2008 2009 2010 2011 2012
Wheat-sown area 488 568 493 494 481
Serbia Total sown area 3099 3089 3066 3067 3060
Share in% 15.7 18.4 16.1 16.1 15.7
Wheat-sown area 156 536 180376 | 168 507 149 797 | 186 949
Croatia Total sown area 855416 863023 899 594 892221 903 508
Share in% 18.3 20.9 18.7 16.8 20.7
Wheat-sown areas 35413 34534 31946 29665 34586
Slovenia | Total sown area 180303 175189 170144 168744 171668
Share in% 19.6 19.7 18.7 17.6 20.1
Wheat-sown areas 86 890 88256 79 946 78 588 79 750
Macedonia | Total sown area 424 420 415 415 414
Share in% 20.5 21.0 19.2 19.0 19.2
Wheat-sown areas 19 604 19011 17 282 17 836 18 866
B&H Total sown area 198 192 189 196 195
Share in% 10.0 10.0 9.1 9.1 9.6
Wheat-sown areas 826 846 734 756 773
Montenegro | Total sown area 31317 31886 31025 32 149 32 475
Share in% 2.6 2.6 2.3 2.3 24

Source: Calculations based on data from SORS (2012) Statistical Yearbook of Serbia 2012; CBS
(2013): Statistical Yearbook of Republic of Croatia 2013; SORS (2013): Statistical Yearbook
of the Republic of Slovenia 2013, SSO (2014): Statistical Yearbook of Republic of Macedonia,
2014, Institute for Statistics B&H (2012): FBiH in figures 2012; Montenegro Statistical Office
(MONSTAT) (2012): Statistical Yearbook 2011.

The previous table 2 was also helpful in perceiving the changes in this share for
the period 2008-2012. We can notice that in Serbia the percentage of this share has
constantly decreasing and in the year 2012 it had achieved the level from the year 2008
(15.7%), which meant that there were less areas under wheat in comparison to the total
sown areas. In the year 2012 the production of 1.910,914 tons of wheat was realized on

EXSIEKOHOMUKA 109



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

481 thousand hectares, which means that production of wheat is for 8.0% lower than the
one realized in the year 2011. However, in 2013 the wheat production had increased to
17.5% in regard to the total sown areas under wheat, wherefore the production of wheat
had increased for 40.8% in regard to the year 2012 and yield per a hectare had amounted
4.8 tons. In Bosnia and Herzegovina this percentage is very stable, unlike Montenegro
where it records a slight decline. In Croatia, this share records small oscillations, but in
2012 it almost was achieved the level from the year 2009 (20.9%) to 20.7%, while there
was increased sown area under wheat for 24.8% in regard to the previous year 2011.
Slovenia had also oscillations in these years, but in 2012 was present increase; it had
achieved the share of 20.1% or for 16.6% more sown areas in regard to the previous year
2011. As for Macedonia, there was a decrease in share of sown areas under wheat. In the
year 2012 the share was for 8.2% lower than in the year 2008 and in 2009 for 9.7%, but
Macedonia was nevertheless in the third place behind Croatia and Slovenia regarding the
percentage share of sown areas under wheat in the last observed year 2012, because there
was an increase of sown areas for 1.5% in regard to the previous year 2011.

Besides the sown areas, which represent the first factor to affect the quantity of
wheat that is going to be harvested during the year, yield per a hectare is maybe even
more important factor. The yield can be defined as the quantity of wheat that has been
harvested, expressed in kilograms or tons per one hectare of sown area. Data on crop
yield are so called a net granary yield of normal humidity, i.e. the yield after deduction of
losses which appear in ripening, harvesting, transporting or threshing season.

Many factors have an effect on the yield, such as: soil quality, seed quality, quan-
tity of fertilizers, method of soil cultivation, etc. Very important factor, besides those
mentioned ones, are also climatic conditions. That is to say, it is very important what
were the weather conditions, if there were enough rainfalls, what was the winter like,
if there was bad weather (natural disasters), as hail, etc. All cited factors determine sig-
nificantly the quantity of wheat which is going to be harvested. In the following table 3
presents data on yield per a hectare in Serbia and the ex-Yu countries.

Table 3. Average yield of wheat per a hectare in tons for the period 2008-2012

Year Serbia Croatia Slovenia Macedonia B&H Montenegro
2008 4.3 5.5 4.5 3.5 3.8 3.4
2009 3.6 5.2 3.9 2.6 3.9 3.6
2010 3.4 4.0 4.8 3.0 2.9 3.3
2011 4.2 5.2 5.2 3.3 3.8 3.2
2012 4.0 5.3 5.4 3.0 3.6 3.2
Average 3.9 5.0 4.7 3.0 3.6 33

Source: SORS (2012) Statistical Yearbook of Serbia 2012; CBS (2013): Statistical Yearbook of
Republic of Croatia 2013; SORS (2013): Statistical Yearbook of the Republic of Slovenia 2013,
SSO (2014): Statistical Yearbook of Republic of Macedonia, 2014, Institute for Statistics B&H
(2012): FBiH in figures 2012; Montenegro Statistical Office (MONSTAT) (2012): Statistical
Yearbook 2011.

In the table 3 were given data for five years, which is sufficiently long period to
eliminate differences in yield, occurred due to influences of different weather conditions.
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Considering that each year the ratio in yield is almost the same, there was calculated the
yield for that period, owing to easier comparison. According to the presented average
yield for five years, the highest yield per a hectare has Croatia and follows Slovenia.
In comparison with them, Serbia lags behind significantly, but it has a higher yield in
regard to Bosnia and Herzegovina, Montenegro and Macedonia. Reasons that can lead
to differences in yield are numerous. Owing to similar soil configuration and climatic
conditions, the greatest impact to the yield has the quantity of fertilizers and the method
of soil cultivation.

Since the yield per a hectare in that period was rather homogenous, this means that
totally produced quantity of wheat reduces constantly. In case that needs for wheat stay
at the same level, and the production decreases, it will first of all decrease export and
then also forming a higher price of this product on the market, which further affects the
increase of prices of other products.

Wheat production in the world in 2008/2009 had recorded a top production of
682.7 million tons on the area of 225.0 million hectares, which was the second largest
yield in the world. However, in 2009/2010 the production of wheat was decreased for 5.3
million tons (677.4 million tons) in regard to the previous top production of wheat. The
wheat production was decreased in USA (from 68.0 to 60.3 million tons), Canada (from
28.6 to 26.5 million tons), Russia (from 63.4 to 61.5 million tons) and Ukraine (from
25.3 to 21.1 million tons) and was increased in China, India, Australia and Kazakhstan.
Within the European Union the biggest producer of wheat is France with annual produc-
tion of over 36 million tons, than follow Germany with 25 million tons, Great Britain
with 15 million tons, Poland 9 million tons, Romania 6 million tons, and Denmark and
Hungary with over 5 million tons.

Maize production

The areas favourable for growing maize in Serbia are plough land in lowland areas
(around 70%) and 30% in highland and mountain areas; in our conditions, production of
maize is of great significance. Maize is a crop which is the most important for livestock
feeding. It uses in all branches of livestock in specific phases of livestock feeding. In
Serbia and the other ex-Yu countries too, orientation to maize production has always
been very represented in agricultural cooperatives, as well as the individual producers.
Individual farmers decide in most of the cases for maize or wheat sowing, while other
crops (oats, barley, rye, sunflower, etc.) are less represented. With over 1.2 million sown
hectares in Serbia maize has been the most represented crop in production structure,
while it participates with 42.1% in total sown areas under cereals. Significant domestic
and foreign demand for maize is one of the reasons for such large sown areas. Besides,
it also affects development of market chains and safe sale. Availability of mechanization
and labor, poor investments for storing on their own farms, favorable climatic conditions
for this production, as well as the fact that it belongs to a group of crops which contri-
bution in forming the reimbursement margin of a husbandry is higher than its share in
optimal structure of sowing (Todorovi¢ and Muncan, 2009).

When it comes to areas under maize, the share is pretty constant, unlike wheat
where there are significant oscillations. Areas under maize have been a homogenous year
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in year out; there were not significant aberrations in any of the years. In the observed
period from 2008 to 2012 we cannot see more significant changes, in the whole period
the share of areas under maize was homogeneous, with negligible oscillations.

In this case, more interesting data than the change of share is a size of that share
in some countries. It is interesting that almost a third of sown areas in Croatia are the
areas under maize. It follows that Croatian producers are very much oriented toward
maize production. In Slovenia the share of these areas is also high, but significantly
lower in comparison to areas in Croatia. The same is with areas in Bosnia and Herzego-
vina, where the areas under maize are twice as much as the areas under wheat. Serbia,
for example, has a significantly higher share of these areas (42.1%) in comparison to all
previously mentioned countries in the last observed year (Table 4).

Table 4 Share of areas under maize in regard to total sown areas (in 000 ha)

Countries Years 2008 2009 2010 2011 2012

Maize-sown area | 1277 1211 1235 1262 1288

Serbia Total sown area 3099131 | 3089 3066 3067 3060
Share in% 41.2 39.2 40.3 41.1 42.1

Maize-sown area | 314062 |29691 29676 29676 299161
Croatia Total sown area 855416 |863023 |897416 892221 903508
Share in% 36.7 34.4 33.1 33.1 33.1
Maize-sown area | 43698 38611 36433 40185 39166
Slovenia Total sown area 180303 | 175189 | 170149 168744 171668

Share in% 24.2 22.0 21.4 23.8 22.8

Maize-sown area |31582 |32737 (28644 29 390 29198
Macedonia | Total sown area (286) (293) (277) 277) (276)

Ucesce u %

Share in% (11.0) (11.2) | (10.3) (10.6) (10.6)

Maize-sown area | 50023 48685 | 46714 48620 48558
B&H Total sown area 198056 | 19200 | 189164 196925 196799

Share in% 25.2 25.3 25.0 25.0 25.0/24.6
Maize-sown area | 2712 2664 2734 2798 2798

Montenegro | Total sown area 31.317 [31.886 |31.025 32.149 32475
Share in% 8.7 8.4 8.8 8.7 8.6

Source: Calculation of authors according to data from SORS (2012) Statistical Yearbook of Ser-

bia 2012; CBS (2013): Statistical Yearbook of Republic of Croatia 2013; SORS (2013): Statisti-

cal Yearbook of the Republic of Slovenia 2013; SSO (2014): Statistical Yearbook of Republic of

Macedonia, 2014, Institute for Statistics B&H (2012): FBiH in figures 2012; Montenegro Statis-
tical Office (MONSTAT) (2013): Statistical Yearbook 2012.

The areas sown with maize in the last observed year (2012) in Serbia are for 2%
largest than in the past year, however, the production of maize was for 45.5% lower than
in the year 2011, so the yield per a hectare was also lower and it was amounted around
3.0 t/ha. According to the SO RS data for the year 2013 we come to the results which
point out to decrease of share of areas sown with maize for 7.3% in regard to the previous
year. In regard to total sown areas of 3,054 thousand hectares, the share of sown areas
under maize was 39.1%, or close to the average in 2009. Within the sown areas under
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cereals the share of maize is 62.2% in the year 2013. Around 800 million tons of maize
produce in the world, while Serbia takes 10" place in the world regarding maize produc-
tion, and in Europe it is in sixth or seventh place.

Table 5. Average yield of maize per a hectare in tons for the period 2008-2012

Year Serbia Croatia Slovenia Macedonia B&H Montenegro
2008 4.8 8.0 7.3 4.0 4.6 3.6
2009 5.3 7.4 7.8 4.7 4.9 3.8
2010 5.9 7.0 8.5 4.5 4.4 3.8
2011 5.1 5.7 8.7 4.3 4.2 4.2
2012 3.0 4.3 7.1 4.0 3.0 3.2
Average 4.82 6.48 7.88 43 4.2 3.7

Source: SORS (2012) Statistical Yearbook of Serbia 2012; CBS (2013): Statistical Yearbook of
Republic of Croatia 2013; SORS (2013): Statistical Yearbook of the Republic of Slovenia 2013,
SSO (2014): Statistical Yearbook of Republic of Macedonia, 2014, Institute for Statistics B&H
(2012): FBiH in figures 2012; Montenegro Statistical Office (MONSTAT) (2012): Statistical
Yearbook 2011.

According to the calculation of the average yield of maize per a hectare (Table 5)
for the observed period (2008-2012) we can notice that Slovenia is on the first place with
round 7.9 t/ha, although there are specific oscillations in hectares of sown areas, but yields are
higher. The second one by the yield average is Croatia which has around 6.5 t/ha of maize. In
the year 2013, on 290,000 hectares, was produced 1,914.000 tons of maize in Croatia, which
is 47% more than in the previous year, which show data of Croatian Bureau of Statistics on
areas and production of cereals and other crops. According to the same source the realized
average production of maize per a hectare in 2013 was amounted 6.6 tons, which was much
higher yield than in 2012, when it was amounted 4.3 t/ha, although there was for 3% less
sown areas under maize. Serbia is in the third place (4.8 t/ha) regarding the average yield of
maize for the observed period. In the year 2010 maize in Serbia had yieled a bumper crop
with over seven million tons of yield (7,207.191) on 1.23 million hectares, when the yield
was highest, 5.9 t/ha (SORS, 2011). If we observe by the regions in regard to the Republic
of Serbia the share of sown areas under maize (2013) is the largest in the region Serbia-North
with 62%. Here belong the Belgrade region with 4.5% (with a yield of 4.1 t/ha) and the region
of Vojvodina with the largest share of 57.5%, which has the largest share of 5.8 t/h of maize.
Then follows Serbia-South with the share of 38%, where the regions of Sumadija and West
Serbia participate with 20.7% and the yield per a sown area of 4.1 t/ha and the region of South
and East Serbia which takes part with 17.3% and the yield of 3.4 t/ha.

Macedonia with 4.3 t/ha and Bosnia and Herzegovina with 4.2 t/ha have approxi-
mately the same average yield of maize per a hectare in the observed period. Montenegro
has the lowest average and it amounts 3.7 t/ha (table 5). That is why they are the most
important buyers of maize from Serbia. Most of the Serbian maize surpluses end on the
European Union market, then in the surrounding countries, as Bosnia and Herzegovina,
Macedonia, Montenegro and Albania, even on the markets of South Korea and Japan.

In the season 2012/2013, world stocks of maize, according to the United States
Department of Agriculture, had decreased for 11% in regard to the level in 2011/2012 to
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the lowest level in six-year-lasting period, primarily due to drought in the U.S.A., as well
as for 2.6% less maize in the European Union. Nevertheless, the European Commission
had reduced prognosis for maize yields in the European Union in the year 2012, after the
great heat and little precipitation in South-East Europe in August and in the beginning
of September. The projected decline in yields of 20% in the EU was a consequence of a
great decline in yields in Hungary, Bulgaria, Romania and Italy.

Maize as a crop grows mostly in the United States of America. For the period
2013/2014, the International Grains Council has increased a global prognosis of maize
production for three million tons to 945 million, or for 10% in regard to the period
2012/2013, regarding that there was a increase of maize production in the U.S.A. (Wwww.
agrarije.com, visited on 26" February 2015).

Problem of agricultural production in Serbia

Besides land, as a basic factor of agricultural production, significant factor are also
employees in agriculture as well as an agricultural inventory. That is to say, a good land
is a precondition of high quality and productive production, but it is not the only one. By
a correct cultivation the use of high quality fertilizers in sufficient quantities and by apply
of modern knowledge considerably affect the yields. As for the first condition, Serbia has
a high quality land. In central Serbia land can be characterized as land of medium quality,
while land in Vojvodina is extremely fertile. However, when it comes to other factors, the
problems appear in form of decreasing a number of employees in agriculture, poor working
conditions, bad agrarian policy of the state and many other factors which have an effect
on decreasing orientation of people toward agricultural production. Incomes which can be
realized in other activities have been usually higher than in agriculture, and it also has an
impact. Decrease of employees in agriculture has been mostly caused by a decreasing num-
ber of rural population, which have been carriers of agricultural production, and it also had
affected the average age of people (over 60 years of age), as incapable to work. Decreasing
a number of rural populations could not be a problem per se if development of agriculture
is on a higher level. In countries where there is a high share of areas cultivated by big land-
owners and agricultural organizations and where has been applied modern mechanization,
there is a low share of employees in agriculture. Regarding that in our country dominate
individual producers and households, decreasing number of employees in agriculture also
means decreasing of agricultural production. As for mechanization which uses in agricul-
ture, it decreases, especially in the last years, while mechanization is quite obsolete and
therefore inefficient. Investments in mechanization are minimal, and the reason is a high
price of mechanization and poor support of the state to agricultural producers in the amount
of subsidies for purchasing new mechanization, on the other hand. We also know that high
quality mechanization is a precondition of productive and competitive production.

It is well known that the quantity of fertilizers and active substances which use per
1 ha of arable land affect directly, as on the quality of soil (reduction of weed, increase
of fertility), as well as on yields. Satisfying consumption of fertilizers and preparations
per 1 ha is only present in bigger agricultural organizations, which have more financial
resources. Regarding individual producers, they have lower consumption of fertilizers.
In that sense, the role of the state is very important.
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It means that, besides soil, the employees in agriculture, mechanization and use of
fertilizers and active substances are the factors which substantially determine the quality
of a product and yield, and therefore was paid attention to them. Finally, it is important
to mention one factor on which cannot be influenced, and those are weather conditions.
An agricultural producer has to do everything that is in his power to provide conditions
for high yields, but weather conditions will judge and this is when a man is powerless.

Conclusion

In previous presentations were mentioned the most significant characteristics of land
capacities in our country and methods of their use. There can be noticed that the structure
of agricultural land is constant, which is logical too, because this value is tardily variable.
That is why the structure analysis wasn’t done for longer time period, because there were
no significant changes. Opposite to it, a comparison of the structure between the countries
is much more interesting. A difference in structure among the countries could notice, and
causes were discussed. Since the scope of work was limited, there was impossible to make
more detailed analysis of overall agricultural land structure, but an accent was put on the
structure of plough land (first of all, because they occupy the largest area). Within the
plough land, there was analysed in detail the production of wheat and maize, as products
with the highest share in agricultural production. There was useful to compare the share
of these areas with those in the surrounding countries. Very interesting and useful were
data on yields per a hectare of sown area. When yields are concerned, it is noticeable that
Serbia lags behind Croatia and Slovenia. Although they have no more fertile land than
Serbia has, on the contrary, those countries manage to realize higher yields. The reasons
are higher investments in agriculture. High quality soil cultivation, good preparation of
soil before sowing, applies of high quality fertilizers and seeds etc. leads to yield increase.
Anyhow, Slovenia is well known by high subsidies for agricultural producers. Investments
in modern production and good agrarian policy have affected circumstances that, e.g. yield
of maize in Slovenia be almost double than in Serbia. Even more interesting data are those
on maize yield in the European Union countries (Belgium 12, Germany 9.8, Austria 8.7,
the Netherlands 13 tons per a hectare, etc.). Stagnation of Serbia is significant. As it was
already mentioned, soil fertility is the most important factor, and Serbia has very fertile
land, especially Vojvodina (“Breadbasket of Europe”). Thus, the problem lies in a proper
utilization of land. The role of the state is very important here. By the agrarian policy meas-
ures, investments in agricultural production and adequate subsidizing of this production,
the state can have an effect on its development and increased competitiveness. In the final
part of the paper were mentioned the basic problems of this production nowadays and in
that way could perceived which were the main aspects of agricultural production where
should be reacted. It is evident that there must work on these problems resolution and that
good agrarian policy at the state level is inevitable. Agriculture used to be one of the most
significant activities in Serbia, while in that period had produced sufficient products, as for
local needs, as well as for export. As it was already said, the land is maybe the most impor-
tant capacity in agriculture and it is necessary to use those capacities in the best possible
way. Thus, Serbia has the capacities for high quality agricultural production, but it remains
to be seen whether these capacities will be used in the right way.
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Reward to Risk Ratio of a New Position and Potential entry levels for new long
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determine the relative importance of criteria and decide the best strategies. We
also apply what is called a fuzzy measure and non-additive fuzzy integral technique
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PAHI'MPAIBE UHBECTHIINJA HA OCHOBY
TEXHUYKE AHAJIMU3E 110 ,,FUZZY MCDM*“ HA
TEXEPAHCKOJ BEP3U

ArncTpakT

Tlocmoju 6eoma senuxu 6poj kpumepujyma Koje uneecmumop mpeba oa pazmompu
npe 0oHowera Konaune ooayke, Vwyuyjyhu u Onwmu mpeno (Overall Trend),
Kynosunu/npooajuu npumucax (Buying/Selling Pressure), Haepaoa 3a payuo pusuka
Hose nosuyuje (Reward to Risk Ratio of a New Position) u [lomenyujannu nusou ynaza
3a Hogy dyey nosuyujy (Potential entry levels for new long position), umo. Kaoa ce
UHBeCMUYLUOHe Cpamezuje 0Yerbyjy Ha OCHOBY HABEOECHUX ACNeKamd, MAaKa8 nPUCHiyn
ce modce cmampamu ,,fuzzy . MymmuKpumepujyMcKum 00ayuuearsem o npoonemy
(fuzzy multi-criteria decision-making - FMCDM). Oso ucmpasicusarse oojauireasa
,,Juzzy “ Xujepapxujcku ananumuyky npucmyn y 00pehuearsy noHoepa cyojeKmueHoz
oonyuueara. Iloped moea, oHo npedcmasba HeadumusHUy ,,fuzzy " uHmezpaimy
MEXHUKY 30 NPOYeHy mexHudKux anarumuuapa. [lowmo uneecmumopu ne Mozy jacho
NPOYEHUMU CEAKU PASMAMPAHU KPUMEPUJYM Y CMUCTY HYMepUuuKe 8peOHOCHU 3d
npeosuhenue armepuamuege, 06a MexHuKa ce cmampa npumersugom. Cxo0Ho mome,
V 080M UCIPAIICUBAILY Ce KOPUCHe MPOY2doHU ,,fuzzy * bpojesu 3a ycnocmasmarse
nonoepa u npedsulare nocmueHymux epeonocmu. Paneuparem ,, fuzzy “ nonoepa u
,Juzzy  cunmemuyKkux 6peoHocmu nepoOPMAanc, MONCEMO 00peoumu peramueHy
3Hauaj Kpumepujyma u o0ayyumu ce 3a Hajoome cmpameeuje. Taxohe npumersyjemo
mako3eany ,,fuzzy“ mepy u HeaOumueHy ,,fuzzy‘ uHmepanHy MexHuKy 3a nPOYeHy
passoorenocmu uneecmuyuja. Iloxkazyjemo oa je neaoumusha ,, fuzzy * unmezpanna
MeXHUKA jeOHa epuracha esanyayuja Koja ce wuHu 002068apajyiiom Hapouumo kaoa
€y Kpumepujymu He3a6uUcHu.

Kawyune peuu: paneupare uneecmuyuja, mexuuuxa ananrusa, Fuzzy MCDM,
HeaoumusHu ,, fuzzy* unmeepai.

Introduction

Technical analyst, who has huge market potential, has been gaining momentum in
the financial market. The complexities are numerous, and overcoming these complexities
to offer profitable selections is a technical analyst challenge. It is significant that the
limited number of investment funds should be efficiently allocated over many stocks.
The technical analysts need to evaluate the aquatic return to reduce its risk and to find
the optimal combination of investing stocks out of many feasible stocks. The purpose
of the technical analyst is to minimize the risk in allocating the number of investing
funds to many stocks. In a real problem, because of the limit number of funds to invest
in stocks, the solution of the portfolio selection problem proposed by H. Markowitz
(1952) has a tendency to increase the number of stocks selected for technical analysts.
In a real investment, a portfolio manager first makes a decision on how much proportion
of the investment should go to the market, and then he invests the funds to which stocks.

118 EKOHOMUKA EXA1



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

After that, maximizing the technical analyst performance is the primary goal of technical
analyst in a corporation. Usually, the technical analyst return reflects the profitability of
a fund corporation for operating and improving. This research explores which criteria,
including the overall trend; Buying/Selling Pressure; Reward to risk ratio of a new
position and Potential entry levels for new long positions by taking as overall evaluation
and adopting the financial rations as evaluation criteria, can lead to high profitability.
The profitability is evaluated by fuzzy multi-criteria decision-making (FMCDM), this
information could supports analysts’ decision- making.

We use trading prices and statistic data to evaluate the sub criteria. The trading price
analysis, which is used to evaluate profitability, involves ratio analysis, trend analysis.
The ratio analysis provides a basis for a company to compare with other companies in
the same industry. The trend analysis evaluates trends in the company financial position
over time. Several alternative strategies have to be considered and evaluated in terms of
many different criteria consequenceing in a vast body of data that are often inaccurate
or uncertain. Therefore, the purpose of this article is to improve an empirically based
framework for formulating and selecting a technical analyst strategy. We propose a
hierarchical Fuzzy Multi-Criteria Decision-Making (FMCDM) framework, where we
combine AHP and fuzzy measure techniques in order to determine the relative weights
of each criterion. The proposed strategies are then ranked using the fuzzy integral
technique. To demonstrate the validity of this technique, an illustrative case is provided.
The consequences explain the strategies that were adopted by this have proven to be very
profitable in performance. This also proves the effectiveness of the approach proposed
by this research.

In real world systems, the decision-making problems are very often uncertain or
vague in a number of ways. Due to lack of information, the future state of the system might
not be known completely. This type of uncertainty has long been handled appropriately by
probability theory and statistics. However, in many areas of daily life, such as technical
analyst, stock, debt, derivate and others, human judgment, evaluation, and decisions often
employ natural language to express thinking and subjective perception. In these natural
languages, the meaning of words is often vague, the meaning of a word might be well
defined, but when using the word as a label for a set, the boundaries within which objects
do or do not belong to the set become fuzzy or vague. Furthermore, human judgment
of events may be significantly different based on individuals’ subjective perceptions or
personality, even using the same words. Fuzzy numbers are introduced to appropriately
express linguistic variables. We will provide a clearer description of linguistic expression
with fuzzy scale in a later section.

In this research, the fuzzy hierarchical analytic approach was used to determine
the weights of criterias for subjective judgment, and a non-additive integral technique
was utilized to evaluate the performance of investment strategies for technical analysts.
Traditionally, researchers have used additive techniques to evaluate the synthetic
performance of each criterion. In this article, we demonstrate that the non-additive fuzzy
integral is a good means of evaluation and appears to be more appropriate, especially
when the criteria are not independent situations. The conceptual investment of technical
analysts is discussed in the next section, and the fuzzy hierarchical analytic approach
and non-additive fuzzy integral evaluation process for multi-criteria decision-making
(MCDM) problem are derived in the subsequent section. Then an illustrative example
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is presented, applying the MCDM techniques for aquatic investment processors, after
which we discuss and illustrate how the MCDM techniques in this research are effective.
Finally, the conclusions are presented.

Technical Analysis is the forecasting of future financial price movements based
on an examination of past price movements. Like weather forecasting, technical analysis
does not consequence in absolute predictions about the future. Instead, technical analysis
can help investors anticipate what is “likely” to happen to prices over time. Technical
analysis uses a wide variety of charts that show price over time. Technical analysis is
applicable to stocks, indices, commodities, futures or any tradable instrument where the
price is influenced by the forces of supply and demand. Price refers to any combination
of the open, high, low, or closes for a given security over a specific period. The period
can be based on intraday (1-minute, 5-minutes, 10-minutes, 15-minutes, 30-minutes or
hourly), daily, weekly or monthly price data and last a few hours or many years. In
addition, some technical analysts include volume or open interest figures with their study
of price action. At the turn of the century, the Dow Theory laid the foundations for what
was later to become modern technical analysis. Dow Theory was not presented as one
complete amalgamation, but rather pieced together from the writings of Charles Dow
over several years. Of the many theorems put forth by Dow, three stand out:

* Price Discounts Everything,

* Price Movements Are Not Totally Random,

* “What” Is More Important than “Why”.

Ghobadi (2014) test the Profitability of Technical Analysis Indicators to Earn
Abnormal Returns in International Exchange Markets from 2008 through 2013. They
conclude that the positive returns according to technical analysis indicator returns and
these returns is significantly more than the London Interbank Offered Rate. They observe
that the Stochastic Oscillator, Relative Strength Index, Money Flow Index, Commodity
Channel Index, Simple Moving Average indicators produces the best consequences,
followed by the London Interbank Offered Rate.

Manzur and Chew (2002) test the performance of the moving average method and
the Relative Strength Index (RSI), a common counter-trend indicator, on the Singapore
STII from 1974 through 1994. They conclude that technical indicators can play a useful
role in the timing of stock market entry and exits. They observe that the single moving
average produces the best consequences, followed by the dual moving average and the
RSI. They note that technical analysis give returns more attractive to the trading members
of the stock exchange since transaction costs may tend substantially lower the gains.

Fama (1960) developed this concept into three forms of market efficiency, or the
market responds to given information set. Empirical research of weak- form efficiency
of the market categorized as the tests of trading strategies using historical data. These
statistical tests examine the correlations between historical price changes and run testing.

Ben R Marshall and Jared M. Cahan (2006) evaluated the profitability of
CRISMA technical trading system. They collect information of companies on the
CRSP database in the period of Januaryl, 1976 to December 31, 2003 including 200
days of past closing prices and 20 days of past volume. They examine both long and
short CRISMA filter rules in this study and found that even the system generates some
profit but not consistently.
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Traditional AHP is assumed that there is no interaction between any two criteria
within the same hierarchy. However, a criterion is inevitably correlated to another one
with the degrees in reality. In 1974, Sugeno introduced the concept of fuzzy measure
and fuzzy integral, generalizing the usual definition of a measure by replacing the usual
additive property with a weak requirement, i.e. the monotonic property with respect to
set inclusion. In this section, we give a brief to some notions of the theory of fuzzy
measure and fuzzy integral.

General fuzzy measure

The fuzzy measure is a measure for representing the membership degree of an
object in candidate sets. It assigns a value to each crisp set in the universal set and
signifies the degree of evidence or belief of that element’s membership in the set. Let X
be a universal set. A fuzzy measure is then defined by the following function g: N —>
[0, 1]

That assigns each crisp subset of X a number in the unit interval [0, 1]. The
definition of function g is the power setN . When a number is assigned to a subset of X,
Ae N, g(A), this represents the degree of available evidence or the subject’s belief that a
given element in X belongs to the subset 4. This particular element is most likely found
in the subset assigned the highest value.

In order to quantify a fuzzy measure, function g needs to conform to several
properties. Normally function g is assumed to meet the axiom of the probability theory,
which is a probability theory measurement. Nevertheless, actual practice sometimes
produces a consequence against the assumption. This is why the fuzzy measure should
be defined by weaker axioms. The probability measure will also become a special type
of fuzzy measure. The axioms of the fuzzy measures include:

(1.) g(¢)=0, g(X)=1 (boundary conditions);
(2.) VABe XN, ifAc B then g(4) £ g(B) (monotonicity).

Once the universal set is infinite, it is required to add continuous axioms (Klir and
Folger, 1998).

Certainly, the elements in question are not within the empty set but within the
universal set, regardless of the number of evidence from the boundary conditions in
Axiom 1.

The fuzzy measure is often defined with an even more general function:

g p —[0.1]

where f# N so that:

1. dePlandXef;

2. ifAepf,then A€ f

P is closed under the operation of set function; i.e.,if A€ f and B€ [, then
AUBs B.

The set S is usually called the Borel field. The triple (X, § g) is called a fuzzy
measure space if g is a fuzzy measure on a measurable space (X, /).
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It is sufficient to consider the finite set in actual practice. Let X is a finite criterion
set, X ={x,,x,,..,x,} and the power set N be a class of all of the subsets of X It can be
noted that g({x,}) for a subset with a single element, x, is called a fuzzy density. In the
following paragraph, we use g, to represent g({x,}).

The term “general fuzzy measure” is used to designate a fuzzy measure that is only
required to satisfy the boundary condition and monotonic to differentiate the A -fuzzy
measure, F-additive measure, and classical probability measure.

4 - Fuzzy measure

The specification for general fuzzy measures requires the values of a fuzzy measure
for all subsets in X. Sugeno and Terano have improved the A -additive axiom (Sugeno
and Terano, 1997) in order to reduce the difficulty of collecting information. Let (X, £ ,2)
be a fuzzy measure space: 1€ (-1,00).if4e f,Be f;and AnB=¢, and

8(AVB) =g(A)+g(B)+Ag(4)g(B) M

If this holds, then fuzzy measure g is A -additive. This kind of fuzzy measure is
named A fuzzy measure, or the Sugeno measure. In this research we denote this A -fuzzy
measure by A to differentiate from other fuzzy measures. Based on the axioms above,
the A -fuzzy measure of the finite set can be derived from fuzzy densities, as indicated
in the following equation:

gl({xl7x2}):gl+g2+/lg1g2 2

where g, , g, represents the fuzzy density.
Let set X ={x,,x,,..,x,} and the density of fuzzy measure g, = g,({x,}), which
can be formulated as follows:

n n=1 n
gl({xl’xZ""’xn}) = Zg[ +ﬂ'z Z 8,8, +"'+ln71g1g2 8 (3)
i=1 iy =1 iy =iy +1

For an evaluation case with two criteria, 4 and B, there are three cases based on
the above properties.

Case 1: if 1>0, i.e. g,(AUB)>g,(A4)+g,(B), implying that 4 and B have a
multiplicative effect.

Case 2: if 1=0,1e. g,(4UB)=g,(4)+g,(B), implying that 4 and B have an
additive effect.

Case 3: if 1<0, i.e. g,(AUB)<g,(4)+g,(B), implying that 4 and B have a
substitutive effect.

The fuzzy measure is often used with the fuzzy integral for aggregating information
evaluation by considering the influence of the substitutive and multiplication effect
among all criteria.
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Fuzzy Integral

In a fuzzy measure space(X, f, g), let & be a measurable set function defined in
the fuzzy measurable space. Then the definition of the fuzzy integral of /# over 4 with
respect to g is

[ hodg = supa ng(AnH,) )

where H,={x|h(x)>a }.4 is the domain of the fuzzy integral. When 4A=X, then
A can be taken out.

Next, the fuzzy integral calculation is explaind in the following. For the sake of
simplification, consider a fuzzy measure g of (X, N ) where Xisafiniteset. Let /: x —[0,1]
and assume without loss of generality that the function j is monotonically decreased
with respect to j , i.e., h(x,) = h(x,) =---> h(x,) . To achieve this, the elements in X can
be renumbered. With this, we then have

j h(x)dg = lg[f (x)~g(x)] ©

where X, ={x,x,,-x,},i=1,2,-+* n.

In practice, / is the evaluated performance on a particular criterion for the
alternatives, and g represents the weight of each criterion. The fuzzy integral of 4 with
respect to g gives the overall evaluation of the alternative. In addition, we can use
the same fuzzy measure using Choquet’s integral, defined as follows (Murofushi and
Sugeno, 1991):

Ihdg =h(x,)g(X,) +[A(x, ) = h(x)]g(X, )+ +[h(x) = h(x,)]g(X,) (6)

The fuzzy integral model can be used in a nonlinear situation since it does not
need to assume the independence of each criterion.

Evaluation Model for Prioritizing the technical
analysts strategy

This study utilized the PATTERN (Planning Assistance through Technical
Evaluation of Relevance Number) technique (NASA, 1965, 1966; Tang, 1999; Tzeng,
1977; Tzeng and Shiau, 1987) to build up a hierarchical system for evaluating technical
analysts strategies. Its analytical procedures stem from three steps: (i) aspects, (ii)
issues, and (iii) strategies. In this section, we focus on scenario writings and building
relevance trees. Scenario writing is based on determining the habitual domain (Yu,
1985, 1990, 1995) , i.e., past problem understanding, personal experience, knowledge,
and information derived from brainstorming techniques so as to determine the factors
affecting the profitable selection of technical analysts capability. We consider the
problems from four aspects: (1) Overall trend (2) Buying/Selling Pressure (3) Reward to
risk ratio of a new position (4) Potential entry levels for new long position. In addition,
the technical analysts with investment model classified as S1: Asset Allocation model;
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S2: Aggressive Increase model; S3: Equity Income model; S4: Increase model; SS5:
Increase Income model. Based on a review of the literature, personal experience, and
interviews with senior technical analysts, relevance trees are used to create hierarchical
strategies for improving the optimal selection strategy of technical analysts.

Minimum risk or maximum return is usually used as the only measurement index
in traditional evaluation techniques. Within a dynamic and diversified decision-making
environment, this approach may neglect too much valuable information in the process. Hence,
we propose a FMCDM technique to evaluate the hierarchy system for selecting strategies.
In addition, the issues in the investment process are sometimes vague. When this occurs,
the investment process becomes ambiguous and subjective for the investor. The evaluation
is conducted in an uncertain, fuzzy situation and to what extent vague criteria are realized
by research is unknown (Tang and Tzeng 1999;Chiou and Tzeng, 2002). Evaluation in an
uncertain, fuzzy situation applies to the formulation of technical analysts strategies as well.
We have chosen a fuzzy multiple criteria evaluation technique for selecting and prioritizing
the technical analysts’ strategies to optimize the real scenarios faced by manager or investors.

Bellman and Zadeh (1970) were the first to study the decision-making problem
in a fuzzy environment and initiated FMCDM. In this study, we use this technique to
evaluate various technical analysts’ strategies and rank them by their performance. The
following subsection explains the technique of FMCDM.

Fuzzy weights for the hierarchy process

An evaluator always perceives the weight of a hierarchy subjectively. Therefore,
to consider the uncertain, interactive effects coming from other criteria when calculating
the weight of a specified criterion, we have used fuzzy weights of criteria.

Buckley (1985) was the first to investigate fuzzy weights and fuzzy utility for AHP
techniques, extending AHP by geometric means technique to derive the fuzzy weights.

The fuzzy weights w, corresponding to each criterion is as follows:

Wi=r’

W =5 X (R 44 )™ ™

Where 7, is the geometric mean of each row of the AHP reciprocal matrix?
~ ~ ~ \'/m

The evaluators were asked to make subjective judgments using linguistic variable
measurement to demonstrate the criteria performance with expressions of effectiveness
ranging from “very high”, “high”, “fair”, “low”, to “very low”. Each linguistic variable
was indicated using a Triangular Fuzzy Number (TFN) with a range from 0 to 100. Let
E: indicate the fuzzy performance value in terms of evaluator k toward strategy 7 under
criteria j and the performance of the criteria is represented by the S, then,

Ef=(LE;, ME;, UE}), jeS ©)

In this study, we used the notion of average value to consolidate the fuzzy judgment
value of m evaluators, i.e.,
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Ej=(1/m); (B + Ef + -+ B} (10)

_ The sign denotes fuzzy multiplication and the sign @ denotes fuzzy addition.
Elf is the average fuzzy number from the judgment of the decision-maker. It can be
represented using a triangular fuzzy number as follows:

Ef=(LE}, ME;, UE}) (11)

[/ [/

where,

LEE =1/ m)0) [iLEjj
k=1

ME} = (1/m)0] (iME;‘j
k=1

UE; = (1/m)U] [;UE;‘)

The preceding end value may be solved using the technique introduced by Buckly
(1985) or by Chiou and Tzeng. (2002).

Empirical Study and Discussions

In order to demonstrate the practicality of our proposed technique of enhancing
the performance of technical analysts, we conducted an empirical study based on 30
valid samples from 12 iranian technical analyst companies and 8 research institutes and
universities. The majority of the respondents were portfolio analysts who are responsible
for financial or general management. The technical analysts’ strategy selection process
is examined below.

Evaluating the weights of issues

By using the fuzzy AHP technique, the weights of the issues and aspects were
found and are illustration in Table 1.

Table 1 The weights of issues for evaluating the technical analysts

Aspects/issues Local Weights BNP of overall weight
Overall trend (0.236 0.427 0.719) 0.461
Keltner Channels (0.114 0.197 0.359) 0.233
Bollinger Bands (0.263 0.437 0.729) 0.476
Moving Averages (0.130 0.242 0.432) 0.268
Price Channels (0.066 0.124 0.226) 0.139
Buying/Selling Pressure (0.218 0.353 0.592) 0.388
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Rate of Change (0.119 0.211 0.368) 0.232
Relative Strength Index (0.081 0.143 0.257) 0.160
Stochastic RSI (0.039 0.062 0.110) 0.070
Vortex Indicator (0.097 0.172 0.323) 0.197
Reward to risk ratio ofa (0.090 0.143 0.244) 0.159
Decision Point Rydex Ratio (0.207 0.323 0.522) 0.351
High-Low Index (0.087 0.129 0.218) 0.147
Volatility Index (0.335 0.548 0.851) 0.578
Potential entry levels for (0.049 0.076 0.133) 0.086
Standard Deviation (0.130 0.269 0.452) 0.284
Money Flow Index (0.081 0.138 0.270) 0.163
Force Index (0.253 0.439 0.776) 0.489

Mass Index (0.095 0.154 0.292) 0.180

Estimating the performance matrix

In this study, the evaluators define their individual range for the linguistic
variables employed in this study based on their judgments within the range from 0-100.
The fuzzy judgment values of different evaluators regarding the same evaluation criteria
are averaged. In general, fuzzy addition and multiplication were used to retrieve the
average fuzzy numbers for the performance values under each criterion indicated by the
evaluators for technical analysts’ strategy.

Table 2 The evaluation consequences of technical analysts’ strategy

Technical analysts’ strategy ranking

SAW S2 >S4 > S3 > S1
S2 >S4 > 83> S1

A=1
A=2 S4 > S3>S2>S1
=3 S4 > S2>S83 > Sl

A =4 OR MORE S4>S1>S2>S3

A : Number of Technical Analysis Strategies Criteria in Each Time for Trading

Where:

S1: Overall trend

S2: Buying/Selling Pressure

S3: Reward to risk ratio of a new position

S4: Potential entry levels for new long position
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Table 3 The synthetic performance of technical analysts’ strategy

2 1 2 3 4 OR MORE SAW
S1 0.380 0.520 0.290 0.298 0.372
S2 0.600 0.970 0.312 0.309 0.548
S3 0.450 0.670 0.319 0.313 0.437
S4 0.550 0.850 0.317 0.311 0.508

Results and Conclusion

The empirical evidence in this research indicates that the weight of criteria such as the
overall trend (0.372), Buying/Selling Pressure (0.548), Reward to risk ratio of a new position
(0.437) and Potential entry levels for new long position (0.508). So the ‘Buying/Selling
Pressure’ was the most significant factor to influence the performance of a technical analyst,
next was the ‘Potential entry levels for new long position’. Some econometric techniques
are improved to simultancously estimate the magnitudes of these strategies performance
evaluation measures. The consequences illustrate that technical analysts are on average with
positive security selection and overall trend ability. Therefore, the technical analysts should
enhance the ability of an overall trend, the performance of technical analysts can be better.
The fuzzy synthetic performance of each alternative using different A is as illustrated in
Table 2 and Table 3. In table 2, our empirical consequences illustrate that when A >1 the
consequences illustrate that S2 “Buying/Selling Pressure” was the most significant strategy.
In addition, S4, “Increase model” was selected as the second most significant strategy. When
A >2 the consequences illustrate that S4, “Buying/Selling Pressure ”” was the most significant
strategy regardless of the variation of 4. Moreover, S3, “Reward to risk ratio of a new
position” was selected as the second most significant strategy. When A>3, S2 replaces S3,
becoming the number 2 ranking. Nevertheless, 4> 4 OR MORE, S1 replaces S2 and S3,
becoming the number 2 ranking. We can infer that the asset allocation model more efficiency
when the multiplicative effect exists. From Table 3, we know that when A was bigger, the
synthetic performance was bigger too. Therefore, these consequences implied that technical
analysts have no multiplicative effect. Therefore, from investment model an average
illustrates that the Buying/Selling Pressure has the largest maximum performance, but it also
has the largest deviation in performance. In other word, the more Pressure the markets are, the
more volatility of the market performance will be. However, the overall trend has the smallest
expected performance. Next was Reward to risk ratio of a new position.

Discussions and implications
The technical analyst is moving rapidly towards financial market improvement in
response to increasing market demand. The traditional quantity technique does not solve

the complex problems of technical analyst improvement. Therefore, what is needed is a
useful and applicable strategy that addresses the issues of improving technical analysts.
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This study addressed this issue in a more rational and objective fashion by using a
FMCDM technique to achieve this goal.

Few studies have addressed technical analyst related strategic planning. Providing that
this is a first attempt to formally model the formulation process for a technical analyst’s strategy
using FMCDM, we have the confidence that the analysis here is a significant theoretical
contribution to the literature, and will help to establish the groundwork for future research. Even
though we are dedicated to setting up the model as completely as possible, there are additional
criteria and techniques that could be adopted and added in future research. In the meantime,
we should also begin to investigate how to execute several strategies simultaneously in order
to achieve the best performance of technical analyst under the constraint of resources. This
study focuses on providing a technical analysts strategy for the holding companies, so that they
may be profitable in their decision-making. Our empirical study demonstrates the validity of
this technique. In this study, the technical analysts’ strategy stems from four aspects: overall
trend, Buying/Selling Pressure, Reward to risk ratio of a new position as well as Potential entry
levels for new long positions. The related issues, evaluation criteria and strategies are defined
in this research. Technical analysts have difficulty in utilizing the proper strategy. The major
reasons are the uncertain and dynamic environment and numerous criteria that they are facing.
Analysts are hence overwhelmed by this vague scenario and do not make proper decisions
or allocate resources efficiently. The hierarchical technique guides the manager how to select
the model of technical analysts in the uncertainty environment. With the help of this model,
analysts can employ different experts to conduct the same proposed procedures and select the
best investment alternative. The subjective judgment and risks of making wrong decisions is
then minimized. In addition, this technique can be applied to solve different kinds of problems
by modifying the constructs of the hierarchy trees and finding the appropriate solution.
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In this paper; the authors are addressing the issue of family — work balance, as well
as the connection between this phenomenon and working from home. The basic, initial
point is that the desired balance can be achieved if the employees are provided with
more flexible work schemes, one of which is having the option to perform their work
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they have several roles which should be brought to a mutual balance. The expression
,,work - life balance * which is the outline of this paper, means establishing a balance
between the professional and private (family) life. There are more and more employees
who do not want to feel the work pressure after work hours, especially those belonging
to younger generations. The goal of this paper is to present the main future challenges
of the managers worldwide, that is, motivation of employees. It is deemed that a person
will stop self-sacrificing or investing their efforts just for money, but will be prepared
to do so for other immaterial aspects (Gijic, Jovic, Reko, 2013). The basic methods
used in this paper were analysis, synthesis and comparative method. The analysis
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whole paper, while the comparative method is applied in order to compare the results
obtained by the researchers up to this day.
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PAJ1 O KYRE KAO AJITEPHATHUBA 3A IIOCTU3AIBE
ITOCJIOBHO - TIOPOAUYHOI" BAJIAHCA

Adcrpakr

Aymopu ce y pady base Oeunucarbem npoonemamure nOpOOUUHO - NOCLOBHOZ
bananca, kao u nosesaHocmu 0602 henomena ca paoom 00 kyhe. Ocnosna mesa 00
Koje ce nonasu jecme 0a ce dcesbeHu 6ananc modice ROCmuiu yYKoIuUKo ce 3anocieHuma
npysice rekcubunHuje paore wieme, a Kao jeOHa oo X, u Mo2yiIHocm 0a c80j nocao
obasmajy 00 kyhe. Ilpema npedsuliaruma e3anum 3a paowo mecmo Oyoyhunocmu,
3aNOCNEHU U3 20MOB0 CEUX 0eMOSPAPCKUX, KVAMYPOIOUIKUX U COYUOTOWKUX SPYNd
onpedenunu cy ce 0a mpeHo no KoMe ce HCUBON C800U CAMO HA pad MOMO “JHcusu 0a ou
paouo” suuie nuje akmyenar. 1100 mepmurom ,, dcusu 0a ou paouo *“ noopazymesa ce
nomnyHa noceehienocm nojedunya nociy Koju o cMmampa ,, yeHmpom ** ceoe JHCUsomd.
Jlanac 3anocnenu euuie HUCY camo 3anOCieHu y opeanuzayuju, onu “‘uepajy’’ euue
ynoea xoje je nompebro melycooro novupumu. Tepmurn “wopk aughe bananye *, Koju
Jje okochuya 0602 pada, npedcmassa yChoCmeassbarse pasHomedice usmely nocioHoe
u npusamuoe (nopoouunoz) scusoma. Cee je eehiu Opoj 3anocienux, nocebno kaoa ce
paou o npunadHuyUMa Maahux eenepayuja, Koju He dceie oa ocehiajy npumucax nocia
no 3aepuiemky paoHoe epemeHa.Llun 06oe pada je oa npedcmasu 2nasHe u3a306e
pyKosoounaya wupom ceema y OyOyhHOCmU, a MO je MOMUSayuja 3anoCieHux.
Cmampa ce da ocoba euute nehe NOOHOCUMU JICPMBY UTU HANOP CAMO 3002 HOBYA
Konuko he na mo bumu cnpemna 3602 Opyaux Hemamepujarux momenama (I ujuh, Josuh,
Pexo, 2013). Ocnosne memooe koje cy kopuuihene y 06om paoy cy aHamusa u cunmesd
u KomnapamueHu memoo. Memoo ananuze u cunmese, Ka0 OCHOBHO MEMOOOIOUIKO
cpedcmeo, Kopucmu ce y yeiom paoy, 00K je KOMRAPamueHy Memoo Kopuuiher y cepxy
nopeljersa pe3yimama 00 Kojux cy ucmpaxicuéai 00 0aHac OOULTU.

Kwyune peuu: menaymenm myockux pecypea, pao oo kyhe, banamuc.

Introduction

In the modern business world, employees are finding it more difficult to adjust their work
and family duties. For that reason, they become more stressed and less motivated. They often
change workplace and do not come to work, which results in less productivity. It is completely
logical to expect that the consequences of such behavior will have an effect on the organizations
they work for and will reflect indeed on their performance. How to attract and how to keep
qualified personnel are, therefore, two key issues today. A person never will bring a great
sacrifice or effort for the money, but because of some other, intangible moments. Inspiration,
afflatus, a higher goal and purpose do not come from money (Giji¢, Jovi¢, Reko, 2013).

Modern organizations have become aware that they practically do not exist without
their employees. So, an increasing number of them are trying to find different ways of
making work hours more pleasant for their employees as well as they are trying to help their
employees overcome the inner conflicts that arise from their intertwined duties at work and at
home. One of the alternatives is to give employees an opportunity to work from home. This
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issue becomes especially significant if two undeniable facts are recognized: firstly, the time
of an employee within a traditionally structured organization is a matter of the past; secondly,
modern employees are increasingly opting for the motto “work in order to live”. It should be
mentioned also that there is no permanent psychological contract between an organization
and its employees any longer, in terms of guaranteed jobs. Therefore, employees change a
lot of jobs during their professional careers in search for the one that would provide them the
best prospective for achieving personal goals.

Accordingly, the authors will define and discuss the work-life balance and the issue of
working from home in this paper. Their thesis is that the desired balance can be achieved if
employees are offered some flexible work schemes and a possibility to work from their home.
The authors have provided an overview of contemporary references which can illustrate and
corroborate the above-mentioned issue.

Definig the term “work — life balance”

In our modern society, characterized by a huge gap between the professional and
private/family life, the issue of balance between these completely separate segments is turning
into a pressing matter. Trends such as aging of the workforce on the global level, an enormous
and ruthless competition, a decision made by the contemporary population to put work in
the second place, have made this problem even more relevant (Friedman, Greenhaus, 2000).

There is no doubt that the twenty-first century employees have a greater need to strike
a balance between their work and family life. According to some estimations related to a
workplace of the future, employees within almost all demographic, cultural and social groups
have reported that the motto “live in order to work™ is not popular any more. Surveys also
show that inability to achieve the desired balance is one of the main reasons why one leaves
the workplace, i.e. resigns (SHRM, 2008).

A propos the very term ‘work-life balance”, it can be defined as a state of equilibrium
between demands within an organization, on one hand, and those at home, on the other
(Friedman, Greenhaus, 2000).

‘Work-from-home’ is becoming an increasingly conventional way of employment.
According to SIPP the share of the population working from home has tripled in the period
of 3 decades and in the period 1997-2010 there is recorded an increase of over 4 Million in
home-based workers (Mateyka, Rapino, Landivar, 2012).

In such a situation, the most suitable solution to this challenge, which is not simple at
all, should be found - how to play the role of a professional and family woman/man in the
most successful way in terms of work and in the least harmful way in terms of family life.
A large number of employees complain most frequently that they experience so-called role
conflict, i.e. a situation when they do not fulfil their needs as individuals in either of segments
in the way they want and that would satisfy them.

Although this issue became more relevant in the last couple of decades, it is important
to mention that some programs existed even in the 1930s. In the 1970s, Kanter termed the
“myth of separate worlds”, trying to point out that work and private life are inseparable
aspects in one’s life (Kanter, 1977). However, regardless of numerous pioneer attempts,
companies started introducing actual and target programs on work-life balance at the end
of the 1980s and the beginning of 1990s. Many of them supported exclusively women
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with children at the beginning. But, these programs are less gender-orientated today. It is a
general attitude that all employees, regardless of their sex, should have a private life, family,
children and homes. In addition, it is equally important to everybody to possess a dose of
flexibility and control over these two separate aspects of their lives. Generally speaking,
the demands any individual should address are increasing. This leads to an elevated level
of stress, a decrease in productivity, physical and mental diseases and absence from work
et al. The above-mentioned undesired psycho-physical effects unfortunately have become
omnipresent among employees in the majority of modern organizations. Workforce under a
lot of pressure because of diverse obligations and demands starts getting ill, which results in
reduced productivity.

Meaning of the term ‘work-life’ balance surely cannot be defined in one way. For
the purpose of better understanding it, one should take its aspects into consideration (Swift,
2002): conflicts experienced by an individual because she/he is trying to strike a balance
between her/his duties at work and at home; ‘work-life balance’ from the viewpoint of the
employer, i.e. the employer considers that the individual must fulfill her/his obligations at
work first, regardless of the fact that the organisation, on the other hand, respects to a great
extent its employee as an individual who has her/his personal life; the programs implemented
by the employer in order to help the individual to harmonize her/his professional and private
duties (so-called giving flexibility); the organizational culture of a company which can
respect responsibilities and duties of an employee to a larger or smaller extent when het/his
private life is at issue.

However, the problem of achieving balance between work and family becomes even
more complex when one realizes the fact that a large number of organizations are structured
today in a way to solely suite management and to achieve organizational goals. No matter
that a workplace has changed a number of its characteristics in comparison to its equivalent
from the previous century (including new and modern organizational forms, a possibility to
work from home, etc.), it seems that employers still do not fully understand that demanding
interaction between work and family. Today’s academic literature shows that more than 200
articles on this subject-matter have been published, and all of them study the same problem
- how to separate work and family/private life and how to reduce tension which, due to their
unbreakable bond, individuals feel (MacDermid, 2005).

As already mentioned, the conflict between work and family life is associated with a
number of adverse outcomes, both for an individual and an organization. Given that different,
incompatible demands cause it, an individual goes through a state of high tension when trying
to fulfil all that is expected. Therefore, it is logical to argue that the work-life balance cannot
be achieved until the very notion of this conflict is fully understood and explained. Only
then will both organizations and individuals know what they are dealing with, and suitable
solutions will be applied accordingly (Stroh, 2005). Another fact that speaks in favour of
the above-mentioned claims is that most of the researchers on this issue are focused on the
organization to a larger extent and less on the individual. Likewise, the studies so far have
not yet provided a critical amount of sufficient information that would assist organizations
to create an effective set of measures that would help both sides (Cummings, Jones, 2003).
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Modern organisation and balancing work and family life

Modern business realities shows that the traditional workplace is a matter of the past.
There are virtually no more employees who think in the “Weberian” mode. The situation in
their environment has changed the way people approach their work and earn their livelihood.
Firstly, technology is developing faster now - individuals have the most sophisticated
softwares at their disposal; they become members of social networks et al. Then, there is
an increasing number of households with several sources of income - the traditional role
of women as family members exclusively in charge of household has changed completely.
Diverse needs of the employees belonging to different age groups become more manifest;
for example, employees who are less than 35 years old prefer flexible work hours. Also, more
and more employees make a conscious decision, even at the expense of their income, to take
care of their children, elderly family members and household a greater part of the day. Trends
suggest that the number of single-member and single-parent families is constantly on the rise.
Of course, all these changes have affected the organizations that now are not considered to
be sufficiently competitive if they do not care about the quality of their employees’ life and
wider community in general.

Ergo, organisations are forced in this new situation to find ways to reduce that feeling
of pressure their employees are feeling more and more. In order to ensure a higher level of
the work-life balance, most organizations adopt some of the following measures (Kersley
et al., 2005): flexible work hours that allow the employee to begin working when it would
be the most appropriate and to finish work day when the employee decides, of course,
provided that the required number of hours as well as all tasks are completed; working from
home; the possibility to share the entire amount of work with a colleague; programs of paid
leave (maternity leave, sick leave due to illness/death of a family member, absences after
a strenuous period of work, stress, etc.); financial participation of the organisation in their
employees’ childcare or care of elderly family members.

Which of these approaches will be adopted by the organization depends upon many
factors. However, the organization will implement, as the most appropriate approach, the one
that enables it to attract new candidates without any difficulty in any period of time, and that
reduces at the same time, even in case of people who are already employees, the conflict that
arises between work and family.

The organization must not remain focused solely on family obligations and
responsibilities. Human beings are “social animals”. Therefore, the time that the employee
spends socializing with friends or on favorite hobbies and sports activities should not be
neglected as well. (Tausig, Fenwick, 2001).

There is no doubt that every measure taken by the organization for the purpose of
reducing the discussed conflict and increasing the balance would reflect on the growth of
performance, productivity and effectiveness. The previous experiences have shown that
employees have a higher level of commitment to their organization and to their work in
situations where they have an opportunity to choose flexible work hours, to work from home,
to decide on their own when their work hours will be day by day during their workweek
(Halpern, 2005). A similar situation is with business managers: by making deliberate choices
about which opportunities they’ll pursue and which they’ll decline, rather than simply
reacting to emergencies, leaders can and do engage meaningfully with work, family, and
community (Groysberg and Abraham, 2014).
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When organizations have established some practices that will help their employees to
achieve the necessary balance, the benefit to the entire organization will become visible. Their
employees will become committed to their work in the right way and they will make more
efforts. This contributes to the growth of performance on all organizational levels. It is certain
that the employees who feel that they have control over their time, life and obligations will be
indeed happier and will not look for another organization where they can achieve the desired
balance. The stated claims can be easily explained by the theory of social exchange (Blau,
1964). When an employee in an organization feels good and respected, it is reciprocated
with the need to express gratitude and respect in return. If this quid pro quo is understood as
part of social exchange, it is quite logical that those organizations who recognize that their
employees have their private/ family lives as well will get significant benefits in return - a
higher level of commitment, satisfaction, motivation, a lower level of abstention et al.

However, the behavior of employees, as far as various programs implemented by the
organizations they work for are concerned, is not always as expected. It has been confirmed
that there is a large number of employees who do not feel the need to show their appreciation
to the organization for the perks they get from it. Instead, they treat everything that the
organization provides them with as “given”, something they automatically deserve. Some
researchers also report that a large number of employees are not aware or informed of the
benefits they are entitled to. Then, there are employees who are not willing to use the benefits
of these programs designed for balancing work and family life; male part of the population,
especially those men who may be labelled as “career men” and /or are positioned higher in
the hierarchy, very rarely take leaves when a child birth, education of their children or solving
family problems are involved. In their opinion, such behavior indicates a lack of commitment
to the job, leaving colleagues in the lurch, an impediment on their way up the ladder etc. The
situation is quite different when it comes to working women (Lewis, Smithson, 2001).

It should not be forgotten that, in spite of all these trends, a lot of organizations
are still well-known for their culture of overtime work. Their employees know from the
very moment they start working for them that they cannot count on the aforementioned
benefits at all; these organizations themselves discourages their employees in advance.
As though the business culture of these organizations does not recognize that their
employees have their own family and private lives beside their work. Some completely
different qualities are highly valued - permanent presence at work, willingness to work
overtime. The employees who fit into this environment without any opposition are
considered to be loyal, competitive and to have more requirements for advancing.

However, what the experience indisputably shows is that the organizations that offer to
their employees the work-life balance programs win over employees extremely easier and the
one already working for them do not leave them hastily. Most employees today favor more
those organizations that provide them with an opportunity to build their careers in a flexible
way than the traditional ones where one’s career path has been traced in advance.

Working from home as an alternative in achieving
a desirable balance

World Economic Forum (WEF) defines competitiveness as ““set of institutions, policies
and factors that determinate the level of productivity of a country”. Thos suggests that the
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nation is competitive if its population can on a sustainable basis revel in high and rising
standard of living with high levels of employment (EC, 2012)

Working from home is gradually becoming everyday life for the majority of occupations
and professions in the twenty-first century. Of course, this somewhat abstract way of doing
business is getting more and more importance in the era when the work-life balance is being
promoted extensively. As it is well known (and it has already been mentioned it), the motto of
“live in order to work™ has been almost completely modified over the years into its opposite
-"work in order to live”. Therefore, the governments of many European countries had to
consider this matter very seriously; the pressure to work from home, especially by those
employees with families, was becoming stronger. On the other hand, working from home
definitely seems to be a better solution in the situation when an individual “play”” more than
one role on a daily basis.

Working from home is constantly on the rise both in Europe and the United States.
However, an amount of skepticism is still present - whether working from home is really
effective or does it represent some kind of “shirking” far away from the manager’s control.
But, what can be argued with certainty is this domain give a lot of space for researching.

Technological changes have almost completely erased and changed the relationship
between the time spent at work and the time spent at home. In the period before the Industrial
Revolution, a great part of the population in Europe and the United States worked from home.
Those were season jobs. Then, family members worked as a team and the periods of intense
work ended with distinctive, ceremonial celebrations and a longer rest (Gutman 1988).

Industrialization brought a new trend — working at home was replaced by working
in an office (or in a factory), so the male part of the population and single women started
going to work every day. Since no type of change goes smoothly, this trend was accompanied
by certain problems as well. Workers /employees were complaining mostly about the same
things as their twenty-first century counterparts. It was difficult for them to accept that they
were separated from their families all day and that they had to worked fixed hours (Cowan
1997).

Today’s technological changes have generated two categories of employees
working from home (Fredriksen-Goldsen, Scharlach 2001). Firstly, there are employees
who sell different types of services (i.e. Telemarketers). Their work is under the constant
supervision of their management and they work the same shifts at home as they would work
in an organization. Other categories of employees are independent and highly educated
professionals. Their type of work gives them greater flexibility and autonomy in their work.
These employees usually undergo a number of extensive training sessions, which makes them
psychologically more focused on their work. They also have higher incomes in comparison
to their counterparts from the first category. In order to work, they need peace and privacy
since their work involves planning and analyzing; therefore, they have no fixed work hours.
Also, some trends suggest that the employees in the domain of information technology are
the best candidates for working from home.

Individuals choose to work from their home for various reasons. The most common
categories of employees that are willing to work from home are as follows (Hakim, 2000):
individuals who begin to work from home after they have finished raising children (forty
years old); young people who have just finished college, but have always wanted to start their
own business; people who are about to retire and who believe that working from home will
give them more in every sense of the word than finding a new job, which is quite difficult
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at their age. A lot of people have decided to work from home because they did not like the
atmosphere in their office. In their opinion, they often stayed in their offices and did nothing
after they had finished their job, while such a thing rarely happens at home.

Naturally, we should not forget changes in the very environment which have forced
many individuals to choose working from home. Re-structuring and re-organising of jobs and
the entire organisation have become trends nowadays.

According to Laura Shin, Forbes contributor, the top industries offering remote
work opportunities include healthcare, information technology, education, non-profit and
philanthropy, and sales and marketing. A wide spectrum of jobs is available for home-
based workers, ranging from job titles such as sales representative, senior analyst, nurse
case manager, accountant, account executive, to the Web or software developer, and virtual
teacher (Shin, 2014).

Advanatages and disadvantages of working from home

Since obligations at home and at work are intertwined, three types of conflict arise in
the twenty-first century employees: a conflict related to time, a conflict related to a high level
of stress and a conflict related to behaviour (Grover, Crooker, 1995).

The educated employees who choose to work from home indeed reduce the potential
for the outbreak of the first type of conflict given that their working from home, as already
mentioned, allows greater flexibility when it comes to the way of doing job. However, in this
case, there are some disadvantages. If they add some new obligations at home to the existing
responsibilities (it usually happens when working woman are concerned), excessive stress is
unavoidable again. The same phenomenon occurs in cases when the work is too demanding,
when working from home means longer hours and so on.

Therefore, in order to manage their time successfully, the employees working from
home need to set some clear boundaries between family and business commitments. The
aforementioned issues are gaining more and more importance, so some authors have even
defined and elaborated theso-called theory of setting boundaries (Ashforth, Kreiner, Fugate
2000). In their opinion, the individuals working from home must constantly balance in order
not to provoke the disagreeable role conflict.

The employees who work from home must maintain contact with the outside world,
their employers, co-workers and clients. The opposite, as well as not setting the clear
boundaries, can lead them to professional and social isolation (Felstead, Jewson, 2000).

The employees engaged in some kind of highly professional expert work can face
a particular problem related to the role conflict. They are expected to work with more
dedication, and their work hours are often very long and flexible. This profile of employees
is also distinctive because they are very committed to their work which prevents them, on
the other hand, from dedicating themselves to their home and family and even if they are
physically present.

Further, working from home can be slowed down by a number of distractions, which
would not happen in an organization. In this case, there is no secretary, office or business
privacy. Therefore, these employees are forced to eliminate different kinds of diversion while
working. It has been established that the lack of understanding comes mostly from home -
children, family members, neighbors, relatives, as well as others who are under the same roof.
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They often do not realize that working from home requires peace and quiet, both physically
and mentally.

Knowing the problems, the practitioners have written a lot of books that provide
instructions for self-help and suggest specific strategies. Many of them argue that employees
should maintain a strict division between the time for work and the time for family. Also, it
is advised that one should thoroughly explain responsibilities to family members and inform
them about a schedule everybody should stick to in the course of work hours at home. Phone
calls during the “home work hours” should be limited. Sometimes it is even advisable to set
imaginary deadlines. One of the recommended strategies is to convene a family meeting.
The employee should explain professional commitments to family members in order to
shield her/himself and her/his work hours (when they should be “left alone”) (Edwards,
Edwards1994).

The employees working from home are tempted to resort to many bad habits -
disturbed sleeping patterns, taking larger quantities of meals more frequently, watching
television, reading all the daily newspapers, too long telephone conversations. As far as this,
it is even suggested to mark the beginning of working hours in a distinctive way - physical
activity, dressing, breakfast and then the beginning of one’s workday. So, the whole ritual
is essentially very similar to the one the employee would go through if she/he worked in an
office (Edwards, Edwards, 1994).

Then there is the issue of isolation. The employees working in the office are not
confronted with it at all. Constant interaction with other people in the organization, and even
making friends with co-workers, often create a sense of belonging to a group and a sense
of loyalty. However, the employees working from home do not have such opportunities.
They often suffer from a lack of social contacts. Generally, they are short of opportunities to
learn from their co-workers. Of course, depending upon the type of personality and/or work,
many will not feel isolated and bad. Some employees have even stated that they work more
efficiently and faster at home just because nothing interferes with their work - specific stories
told by colleagues, office hubbub, etc. (Nippert-Eng, 1996).

To conclude Work-from-Home represent statistically important factor that affects the
level of income satisfaction in two ways. Factor 1 values in the sample range from -2.2 up to
+2.0 and they can have both positive and negative impact as long as current ability to work
from home has a positive impact. (Krasulja, Radojevic, Zubovic, 2014) For example Bloom
etal. (2013) have conducted an experiment in China showing that there is a highly significant
13% increase in performance from home-working persons as compared to control group.

Conclusion

In view of all this, it can be concluded that the modern workforce no longer wants
to be a “slave to” obligations as imposed by the employer, and this is particularly evident if
the above- mentioned features are observed in the generation Y. The employees are not just
employees of an organization. They now play multiple roles between which they should
strike a balance.

It is completely certain that working from home can represent a great perspective
when it comes to solving the issue of the work-life balance. As it has been mentioned, the
positive sides are undeniable - flexibility of organizing time during the day, a possibility
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to take care of children and family, a higher degree of casualness. What might be pointed
out as a distinct advantage is that this kind of work gives a chance to the employees from
the category of professionals to express their creativity better. It is safe to say that there
are numerous employees who feel under pressure in an office environment and because of
work schemes. Therefore, they achieve worse results within an organization than at home.
In this case, the thesis that only satisfied employees contribute to productivity growth of an
organization is fully substantiated.

Given that working from home has not become a generally accepted practice yet,
the organizations that decide to enable their employees to “take their work home” should
establish together with them a system of work, a method of monitoring results, as well as
other categories that will ensure that this mode will bring the maximum benefit to both sides.
In addition, the employees who are not familiar with the concept should go through the
process of training.

Naturally, it should be also mentioned that some professions are not suitable for this
type of work (medical doctors, policemen, workers in public administration and the like.).
However, they should be given an opportunity to have flexible work hours, which would
contribute to their achieving a higher degree of the work-life balance as well.

There is no doubt that organizations may save a lot by allowing their employees to
work from their home. Many expenses, particularly those related to the lease of their premises,
electric energy consumption, meal allowances and other, can be reduced to a minimum.

The authors are planning to conduct a research in their future work. This research should
provide some clear parameters of how many employees (and employers) on the territory of Serbia
are at all familiar with the concept of working from home, how many of them have already done
that and whether they think that this concept can contribute to a better quality of life.
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Introduction

It is a fact that nearly all business environments are in a state of ongoing change
or disequilibrium. Companies must either stay aligned with changes in their competitive
environments and react to these changes promptly, or actively anticipate changes in
customer demographic, future technologies, and potential new products and services and
thereby recreate their industries. It should be noted that industry changes are requesting
answers from companies, especially entrepreneurial ones, for them to use the chance to
reshape themselves as well as their branch of business.

The risk of falling out of step with industry changes will almost certainly increase
in the future as competition intensifies; with existing and new technologies continue
to be exploited. Changes in consumer demographics lead to new customer needs.
Organizational change will, therefore, be essential to companies’ survival. Organizational
change management and transformation have become permanent features of the business
landscape. In fact, strategic management might more appropriately be called “strategic
change management”.

1. Limiting factors and anticipations

There are many limiting business factors. This paper focuses on spotting key
factors that limit manager capabilities for them to be discovered and to shorten their
reach in the environment (Kanton, 2009, p.16). Also, there are some of the organizational
and industry factors that are limiting the responsiveness of managers and their firms to
environmental change.

Consolidating what is learned from the current change to help the company
improve the change process in the future. If you want to avoid a long and heavy adaptation
process you must improve your capacity to anticipate and prepare for future change. The
ability to anticipate is the key ingredients of efficient speed and change management.

2. Business environment and managers

Practice has shown that managers in many cases fail to anticipate or adequately
respond to change for a number of reasons. It happens that, managers simply do not
notice change in their business environments. As a result, they are blinded by the changes
that have occurred quite unexpectedly. Certain research has also shown that managers
can be aware of changes in their industries, but they may fail to interpret these changes
correctly. They often underestimate the importance of these changes, and they may
wait too long to respond, or may not respond at all. Research has also shown that those
managers that correctly notice changes can even correctly interpret the possible impact of
these industry changes, but they might still fail to adopt an appropriate course of action.
Relationship between firms and the competitive environment is illustrated in Figure 1.
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Figure 1: Model of Strategic Management
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Researchers, S. Kiesler and L. Sproull, have written about the problem of

responding to environmental change and have suggested that:

(a) Crucial component of managerial behavior in rapidly changing environments
is problem sensing, the cognitive process of noticing and constructing
meaning about environmental change so that organizations can take action
(Kiesler, Sproull, 1982).

(b) Note the implications of this statement: Noticing is crucial because if changes
are not noticed, action will not be taken (Senge, 1990.)

Empirical evidence suggests that managers in current industry environments fail
to notice how their industries are changing. How is it possible that experienced and
competent managers can simply fail to notice important changes in their organizations
environments? Using foresight and anticipation to envisage possible future scenarios is
the first step in preparing for change and managing it successfully.

Managers are more committed to their firms ongoing strategies so their ability to
recognize unrelated data and other environmental stimuli, are significantly reduced, and
so they will “actively ignore” data that are inconsistent with those strategies.

Changes may be happening in their industries, but managers may simply fail to detect
these changes because their attention is focused on personal strategies or other related aspects.
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Most research suggests that changes must often be dramatic or have major cons-
equences for firms before their managers will take notice of them. Noticing changes
depends on those changes being seen as “breakpoints” (Kiesler, Sproull, 1982). Changes
that tend to be noticed are those changes that are significant, sudden, or catastrophic. It
seems, unfortunately, when managers and their firms face with significant and sudden
changes in their industries, it is often too late for them to respond effectively. Business is
declining as a result and some companies never fully recover.

There is a possibility for managers to notice industry changes, but fail to react to
them properly so consequences follow. A number of studies suggest also that managers
can see changes but find difficulty to understand or interpret problems. For example,
a study that examined companies in the declining railroad industry during 1950s and
1960s found that railroad managers noticed or were aware of the significant competitive
threat posed by trucks and an improved national highway system by the early 1950s.
Those same managers continued to believe that government regulation, the railroad labor
unions, and even the weather were more serious problems than competition from trucks
(Barr, Stimpert, Huff, 1992, p. 15-36).

Another study compared the financial performance of matched pairs of sample
firms from a variety of industries (Cohen, Levinthal,& Daniel, 1989, p. 128-152). In each
pair, one firm went bankrupt while the other firm survived. As illustrated in Figure 2.

Figure 2: Survivors versus Bankrupts-Return Assets in Years Prior to Bankruptcy
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Managers of the low performing firms are certainly noticed that their companies
have failed in the race with competition, given such a long lead time, were the managers
of the low performing firms unable to formulate and implement strategies that would
have changed the course of their histories and avoided eventual bankruptcy? And, in the
case of the railroads, why did given managers awareness of the potential threats continue
to focus their attention on other factors, such as government regulation and the weather?
Possible explanation for this kind interpretation is that manager’s mental models will
allow them to rationalize away unfavorable stimuli.
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The managers of troubled firms might therefore be able to overlook poor
performance on one dimension (say, return on assets), but they can be focused instead
on some more positive dimension of performance (such as an increase in sale). As far as
railroads are concerned, their business decline was relative rather than absolute. Railroad
managers ignored market share losses and took consolation in handling increasing freight
volumes even when truck competition increased. Similar thing happened with General
Motors and company’s share in the US automobile market when declined from over 50
percent in 1980 to only about one-third of the market a decade later. During most of the
1980s, General Motors enjoyed record profits. Because of that, consequences of losing
market share were ignored by the managers.

3. Effective action and fast respond

Even when managers are fully aware and recognize the seriousness of the
changes that are occurring in their competitive environments, they may still have
difficulties to formulate appropriate responses or strategies to prevent these threats. A
good example how to successfully deal with this problem is Kodak. Kodak’s leadership
equipped themselves with the adequate flexibility needed to respond quickly to business
environmental changes.

We have already mentioned the cognitive factors, besides them there are learning
issues. Failures in organizational learning also limit organizational adoption and ability to
change. Here, we examine one of the most important organizational learning issues, the
distinction between lower-level learning and higher-level learning. Lower-level learning
is characterized by improvements or refinements of existing beliefs, understandings, and
organizational processes. Higher-level learning involves developing completely new
beliefs, understandings and organizational processes.

As illustrated in Figure 3. lower - level learning leads to refinements of existing
organizational knowledge and processes that allow firms to reduce unit costs as
cumulative output increases. Problems arise when company managers emphasize lower-
level learning at the expense of higher-level learning. Companies made significant
improvement within the activities they are engaged in, but risk failure to develop new
abilities, products, services and new technologies to compete.

Figure 3: An Illustration of Experience Effects
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Most companies allocate the majority of resources to lower-level learning rather
than higher-level. That allocation is clearly harmful but managers have good reasons
to make that decision. Low-level learning has a predictable and positive impact on
performance. High-level learning is more likely to have those effects on financial
performance in bottom line. Lower-level learning is based on improving current work,
while higher-level learning might take whole new ways, markets and strategies.

The exploration of the new, in Kodak’s case, their attempts to improve technologies
order to develop new products, typically requires considerable investments and often
results in financial losses for many years before firms see some significant benefits.
Financial instruments for maintaining business success of the company in terms of
crisis are varied. They have impact at the material content in the company’s balance, its
financial position and financial result.

There is another factor that is important to the success of higher-level learning
efforts is absorptive capacity (Cohen, Levinthal, 1989. p. 128), which has been defined
as the ability of firms to “recognize the value of new information, modify and apply it
to commercial ends.” (Schneider, 1987, p. 439). High absorption capability companies
have a better view on external environments. They can recognize new technology, and
use that knowledge in the organization. Firm absorptive capacity is determined by the
organization ability to recognize new developments.

4. A-S-A Cycle (Attraction-Selection-Attrition)

There is another important factor that limits the ability of a genuine response to
change in business world is homogeneity in thinking among managerial structures. Many
large organizations are caught in an “Attraction-Selection-Attrition” cycle (illustrated
in Figure 4.) that tends to promote homogeneity in opinion managers. (Finkelstein,
Hambrick, 1996),

Figure 4: The Attraction-Selection-Attrition (4-S-A) Cycle
Atfraction

Selection

_armaw

Certain people are attracted to particular firms according to the model. Companies
will select among those who has already been attracted, primarily on the basis of “fit”, a
limited number of individuals to join. Those employees who think that they do not “fit”
with these companies will are likely to leave. The A-S-A cycle therefore predicts that the
thinking of employees within their responsive companies will become more and more
homogeneous over time.
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Although this “thinking alike” can certainly facilitate rapid decision making, it
can also have very serious negative consequences for firms operating in fast-changing
environments. A management team composed of “alike thinking” individuals has much
more chances to avoid to notice important environmental changes or to misinterpret
the nature of those changes. Companies can overcome the trap of similar opinion in
at least two ways. One would be to pay attention on contrarian voices. Within nearly
all organizations there are managers and employees whose ideas are at odds with the
prevailing opinion. These individuals and their ideas tend to be ignored, and pushed
aside. It is precisely these contrarian members ones who can see aspects of changing
industry environments that are ignored by top managers, and they are feel obligations
to suggest new ideas and strategies for coping with these industry changes. A second
way organizations can overcome the dangers of like-minded would be to encourage the
greater turnover among top management ranks. Most research in this matter has focused
on the negative organizational consequences (such as the loss of skilled employees and
recruiting and training costs) of turnover among lower-level employees. Some studies
suggest, however, that a lack of turnover among top managers can have a negative impact
on organizations. Studies have shown that executives become more and more committed
to the status quo as they remain in the same industry (March, 1991, p. 71). Companies
with the same executives are risking pusrsuing strategies that don’t work in their industry
enviroments.

The choice of an appropriate strategy and its realization through the development
and business policy needs to make profit. Profit appears as the aim and purpose of the
establishment, ongoing business of the enterprise development and its business and
organizational components. (Djordjevic, 2010, p. 214-216).

Introducing new individuals into an organization is valuable not because of their
superior knowledge; In fact, this same study asserted that organizational veterans almost
always have more knowledge. New employee certainly doesn’t have knowledge as
experienced managers, but what they know is less redundant, is often insightful, and
offers more opportunities for improving existing routines or suggesting new procedures.
(Hambrick, 1982. p, 156.)

5. Different approaches and its role

Using the same practice can bound organizational changes. Companies operating
in the industry also developed a common language and similar understandings about
how to compete. Managers of these firms develop a “common body of knowledge” that
is reinforced by reading the same publications, participating in professional networks
and trade associations, moving across firms.

This institutional context in which firms compete will reinforce existing patterns of
competition and firms seeking to adopt new strategies will have to contest industry norms
and influences. Companies that deviate from these industry standards — by introducing
totally new products and services or by incorporating totally new technologies — will
experience considerable upside, but also significant downside, risks. A lot of companies
choose to make small product changes or service offerings. Account of organizations
struggling to formulate totally new strategies suggest that the process is a very painful
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and highly uncertain, characterized by periods in which organizations are “grouping”
or “in flux” without a clear definition or focus. Consequently, many firms choose to
pursuing strategies that are consistent with industry norms rather than face the ambiguity
and uncertainty associated with formulating and implementing totally new strategies.
Few factors can slow manager reactions and limit their ability to anticipate changes in
the business environment. These factors include:
1. Cognitive limitations and problems associated with noticing and interpreting,
and responding to ambience change,
2. The tendency managers to emphasize low-level learning over high-level
learning,
3. The tendency for organizational hiring and promotion practices to foster
homogeneity in thinking among managers, and
4. The power of institutionalized industry practices to focus managerial attention
on the status quo.

Recapitulation

Senior managers, not industry forces, are a much more important for organizational
success. Managerial thinking, more than industry structure, influences the choice of strategies
that allow high performing firms either to occupy unique positions in their competitive arenas
or to possess unique competencies that cannot be easily replicated by their rivals.

Business evaluation study is focusing on evaluation, financing, and investment
accounting in physical assets. Investing in physical assets are less important than the
managers think. The relative importance of managerial thinking, organizational learning,
and other intangible organizational assets will almost certainly continue to increase in the
years ahead. The obvious fact is that managers need to force studies and organizational
changes. We have argued that managers must pursue two types of learning and initiate
two types of organizational change. Managers must pursue what they already know —
which means, they must apply and refine existing knowledge in order to develop the
capabilities and competencies that will provide to their firms a competitive advantage.
Simultaneously, they must focus on “exploring the new* in order to initiate change and
redefine their business and develop the capabilities and competencies that will be needed
to enjoy a competitive advantage in the future. Unfortunately, a good deal of facts offered
in this paper suggest that managers prefer known over speculative unknown.
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Introduction

In nowadays we can find marketing everywhere. Whether we like it or not, formally
or informally, organizations and people are involved in a number of activities that could
be freely called marketing. It significantly influences our everyday life; good marketing
is increasingly becoming a key for the success of a business. We can also say that good
marketing is not accidental, but is the result of detailed planning and realization. If
there have only been attempts in the beginning of the 21st century to anticipate what
will happen in the field of marketing, I think we could not imagine how far the way of
presenting brands and services can go and how it is necessary that we are constantly up
to date with marketing trends.

The beginning of the 21% century brought a new concept of creating a multi-
tasking e-business platforms that have allowed the current exchange of information and
knowledge and the simplified usage of increasingly complex opportunities in the online
environment. Since the Gutenberg’s discoveries of modern printing machines for more
than five hundred years ago, which made books and scientific papers widely available
to the masses, not a single new invention has encouraged individuals, and transformed
access to information as thoroughly as Google. The quest for current information on
anything and everything ends with “googling” via computer or mobile phone (Vise &
Malseed, 2011, p. 15). We believe that today there is no person who has not heard of
the term “social network”, a phenomenon that has reached unimaginable proportions
and opportunities in the field of marketing. In recent years, the term social media or
social network is adopted, which includes various types of very influential and visited
services such as social networks (Facebook, Google+, MySpace, Pinterest, Twitter,
Linkedin ...), systems of content aggregation (Vesti.rs, News.google.com, Blogodak.
com...), multimedia social services (Flickr.com, Ustream.com, YouTube.com ...), social
bookmarking systems (StubleUpon.com, Delicious.com ...) as many other services that
are based on the active participation of users.

The advantages of social media marketing compared
to traditional marketing

In nowadays, more than ever, managers of companies from the region of old
economy need the right tools that will support and promote their effectiveness in making
major strategic moves, allocating the lack of resources and managing the risk. Why
is that so? Because the large companies from the old economy - from manufacturers
of goods of wide consummation to industrial consumption - began to realize that new
companies take a relatively small part of their market that do business via the web. As a
result, these companies became interested in danger that e-commerce brings and turned
to more efficient digital strategies, based on optimization of users activity, the integration
of their chain value and accelerate the flow of information (Kalakota & Robinson, 2002,
p.77).

Changing the way of making businesses in the global marketplace leads to changing
the rules of exposure in social media in order to provide the best way to respond to the
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needs of the continuously variable market. Regardless of whether you are a small or large
company, social networks and media today represent a powerful channel connection
with customers and potential customers. We can say freely that social networks today
offer the potential for incredible opportunities as no other marketing way so far. By
giving such great importance to social media today, we must agree that it is therefore
particularly important to create and implement a strategy that will be effective and have
positive results.

In the past, customers had to work hard in order to gather information on suppliers
from around the world. On the Internet, customers come easily to large amounts
of information. Sources of information are: (1) the website of the supplier; (2) info
mediators, third parties that add value to the gathering of information on alternatives;
(3) market makers, third parties that create markets by connecting buyers and sellers,
and (4) consumer community, a website where customers can exchange stories about the
supplier’s products and services (Abler, Adams & Gould, 1971).

With the appearance of social networks and their ever-faster development, the well
set ways of business models are also changing. Social networks are the ideal platform for
building and running a positive online PR strategy and the “world of mouth” marketing.
There are millions of connected surfers, potential clients, partners, customers, consumers
and even competitors gathered at various locations. These groups focused in this way
make almost an ideal aim for an army of marketers, advertisers and an ideal field for
performing sophisticated communication activities (Mirkovi¢, 2009, p. 12).

The purpose of any marketing is a line of business activities and actions taken in
order to direct the goods and services from producers that is a trader to the consumer. If
we consider some of the characteristics of traditional marketing such as communication
in one direction, a closed system, the mass marketing, controlled communication,
passive participation, formal language, platform that is paid, as opposed to marketing
through social media and networks which bring two-way communication (two -way
conversation), an open system, transparency, one on one marketing, it is not a story
about me, but it is about you, the authenticity of the content, a platform that is not paid
(Facebook, Twitter, Google + ....), the active participation of the users of our services and
many other advantages, tells enough about the immeasurable advantage of this second
model of exposure compared to the classical way. Meaning that the current form of
traditional marketing, which included product advertising and services with insufficient
information and market exploration, is slowly forgotten and it is linked to the business
over the Internet.

Basic features of social media (Social Media) are simple participation of users
and content that users generate (User Generated Content). The importance of content
is reflected in the fact that social media are becoming more influential with increasing
content of users (for example. Wikipedija.org). Social networks present a very important
part of social media with increasing impact on business.

Companies use social media (Social Media Optimization - SMO) for the
achievement of the stated goals of the company it actually presents the design and
implementation of different methods of communication via social media, which result in
generating publicity. In implementing that task into action, we can ask ourselves:

*  What the optimal number of using social media is or whether “an

optimizing strategy of social media” is done:
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*  Whether it is necessary to study and use all the familiar social media;
* Isitenough to be included in only one social medium (for example
Facebook or Twitter)?

Atwhat level will social media as a marketing channel be represented in a company
depending on the consciousness of their strong influence on the possibility of improving
the business, because whether we like to admit it or not, if the company is not present in
social networks is the same as that it does not exist. However, although the understanding
of different companies about their significance, according to the survey of Hubspot.com
there are the following results:

*  92% agrees that social media (social media) is relevant to their business,

which has increased compared to 2013 when the percentage was 86%;

*  80% agrees that investing in social media has generally increased the turnover;

*  72% confirms that social networks used to achieve the loyalty of current and

future users;

*  More than half of the users of social media that were present within them

for the last three years, confirms that this helped them increase the turnover;

*  74% of users who have spent more than 40 hours a week using social media

received several job offers;

*  More than half of the users who have invested in social media at least a year

also tell about increasing the actual contacts and new business results;

*  The total number of those who have used social media for at least one year,

69% confirmed that it has built a larger base of loyal consumers.

Even though this confirms the fact of the great potential of marketing through
social media, it is necessary to know how to reach and achieve these results. As some of
the ways that companies may improve their business could be (DeMers, 2014):

* Increase the brand recognition - the circumstances require the use of every
opportunity to increase the visibility of the brand or company, and social
media are just a powerful marketing channel promotion of what you do;

* Improve the brand loyalty and the company - according to the survey
undertaken by Texas Tech University (Bell, 2013) brands that use the way of
their promotion channels through social media enjoy greater loyalty to their
clients. A further conclusion is that companies should take advantage of social
media tools that allow them a greater connection with a wider audience;

*  More opportunities to attract new clients - each video, blog post, video content
or comment that you share present an opportunity for someone’s comment,
response, conversation, all of which can contribute to visiting the website
of the company itself, which means greater opportunities for new business.
Even though it won’t have the same number of positive responses to posts
every time, each post company make in social media is an opportunity for
gaining new customers;

*  Higher level of great results - can be achieved in several ways, but the most
important is the human factor, and the thing is that brands are becoming much
closer to the people with interaction through social media. This is where
brands can act like humans because an individual likes to deal with another
individual, not with the company;
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Increased visit to the company’s website - without the use of social media
attendance can generally be limited to people who use the company’s brand.
Putting the profile of the brand on various social media gives a chance for
new visitors;

Greater authority of the brand - as in everyday life, when people want to hear
compliments about a product or a service, the first thing they will do is to
go to one of the social networks or media. The moment they type the brand
name, a new potential consumers will want to know what is new that we
are offering. What proved to be correct, is that the more people are talking
about company on social media, the greater value brand will have for new
users, and not to mention, if someone have the opportunity to connect with
the most influential people on Twitter -u, the visibility of the brand will be
immeasurable;

Lower costs of marketing - advertising through social networks may be more
favorable than the classic form of advertising, for example through Facebook
and Twitter, depending on the goals we want to achieve;

A better position when searching - Google and other search engines take into
account the presence in social media as an important factor when ranking
search because it is seen and understood that a strong and significant brands
use social media. Being active on social media provides a signal that a brand
is legitimate, credible and something you can trust. We can conclude that
presence is simply necessary;

More colorful experience with clients - social media is something like
a phone call or an email. Every interaction we have through social media
is an opportunity to present our brand in a way that will lead to creating
the connection between us and our customers. It is very important that if a
client complains on or praises us through a social network, in either case, it
is necessary to respond, either in the form of an apology and promise that we
will correct the error, whether we will thank for positive comments. What is
important is the personal experience of the client who then knows that we
care about his opinion;

Better insight about what people think of brand - listening, or reading
carefully the comments on social media, we can get a picture of what people
think of the brand they are using and the company.

Here are listed some of the benefits of active usage of social media in the long
term, but surely we must be keep in mind that our competition present is also present in
those same social media and it carefully monitors our activities, which means that time is
running out and if we have not used them so far, it’s time to start applying them.

Creating marketing strategies on social networks

Past 2014 was a year of enormous growth in the field of social networks, as
illustrated by the fact that over the social network Twitter during the day more than 500
million twits were posted, the social network Instagram posted over 35 million images
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and the members of the social network Facebook posted 350 million photos each month.
Social media present more than mere entertainment and communication with friends.
Today, they can be a very powerful marketing tool for your business, if we have made
a strategy. Changing the way of doing business of commercial operators in the market,
carries with it a change in the rules of exposure in social media, in order to achieve a better
interaction in responding to the needs of the constantly changing market. We can freely
say that social media and networks, today offer great potential for amazing opportunities
and if we are not present in it, we are losing a big chance in winning new users of our
services. So much power and importance of social media show some of the following
statistics based on the research that is conducted by Search Engine Journal (Jones, 2013)
- 72% of the total number of Internet users are active in the social networks; 89% is 18
to 29 years old; 72% are between 30-49 years of age; 60% of active users between the
ages of 50 to 60; and 43% of users are over 65 years old. When we talk about the time
spent on Facebook the United States take the first place, the Australians are the second,
while the British are the third; 71% of users of social networks are connected via mobile
phone. Social network Facebook is still the largest social network, but some predictions
say that Google+ could replace it in 2016. Facebook has over 1.5 billion users, about
one million of websites is offering to login through Facebook (“Login with Facebook™),
about 23% of its users logs in at least five times a day, 47% of Americans say that for
them Facebook is the number one by the influence on the purchase, while 70% of trade
uses Facebook to acquire new clients. As for the social network Google+, it now has
over one billion users; it reaches about 359 million of active users per month, while the
number of users is increased by 33% per year. If one takes into account the fact that
Google+ as a social network exists only for about three years, it is certainly a success.
Social network Twitter today has more than 550 million registered users, and during
2012-2013 he was the fastest growing social network, it has 215 million of active users,
34% of trade uses it as the number one of the social networks. During the last period,
Twitter has made a few visual enhancements which are one more reason to use it in your
business. There are some other social networks that certainly should not be passed by are
the Pinterest with over 20 million active users per month, Instagram 150 million of active
users per month, then YouTube, Tumbir, Linkedin, Vine, Slideshare and many others.
Creating marketing strategies on social networks involves many identical elements as
well as classic marketing strategies. The survey of targeted market and consumer habits
is obligatory. It also means identifying the strengths and weaknesses of the brand or
service you offer. The elements that could be part of your strategy on social networks are:

*  Defining what is target market, which means to be familiar with the ways of
using social media and networks in different demographic areas, to understand
how, when and why the target market uses social media and networks;

*  Make time to think what will our content do on social networks - this means
that each set post, blog or message must serve the realization of the goal, but
should also not lose sight of the result, which is still used for new directions
in a social media campaign;

*  Appoint a person to the position of a manager of social media (social media
manager) - it is necessary to have a person or several people, depending on
the size of the company, which will be responsible not only for monitoring
and respect of the content, but also to respond to comments and to provide
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feedback. Consumer surveys show that the most significant inhibitors lack
of affordable online shopping experience, social interaction and personal
consultation with a representative of the company (Barlow, Siddiqui &
Mannion, 2006, p. 157). Companies have started to react; many of them now
offer live online communication to immediately advise potential customers
about the products and the proposed purchase of additional items. When
there is an active sales representative, the average amount per order is usually
higher. Marketing experts on the market of business spending (B2B) should
also put a human face on their presence in e-commerce, and some are taking
advantage of the Internet 2.0 technologies such as virtual environments,
blogs, online video and chat (Kotler, Keller & Martinovi¢, 2014, p. 439);

*  Creating a page for brand or service - first we need to determine is which
social media sites we want to use, or where we want to be present. For small
business the recommendation is to use Facebook, Twitter and Google+, and
in some cases, depending on the activities that we do, it can be Pinterest,
Linkedin or Houzz. What is important is that all the social media that use the
created visual appearance is identical to the website of our company. After
we have created the page, make sure that it includes links to the website of
our company as well as to invite all members to join us on social networks
where we are;

*  Develop an action plan on social networks - it is not enough just to create
a presence on social networks, but it is necessary to constantly inform the
public about developments in the company and for this reason it is necessary
to make a plan that will include a number of weekly posts, the time when the
content will be put, what the content will be;

*  Generating an interesting content — includes presence on social media it
does not end with determining the person responsible for social networking,
creating identity and making a plan. The strategy further includes generating
the interesting content, and it can help us to set ourselves as we are in the
role of our customers and clients and thus to discover what it might be
interesting to them and what content would our followers on to the social
networks wanted to share further. Creating such content is the fastest way to
gain new followers (weekly tips, healthy humor content, interactivity - asking
questions that people will want to respond, visual and video content, sales or
special events);

*  Monitor constantly the responses and results - driven by the imperative is to
follow comments; either positive or negative, it is necessary to respond in
short notice. If someone praises our product or service, be sure to thank him.
If we have a complaint, we will try to find a reason and it is always important
to explore why someone has a negative comment and send feedback. This
information helps us to better understand the reactions to our products or
services and to work on the improvement and to make them even better;

»  Use the results to better understand the onsumer behavior and their response
to our products and services - what better way to get information about our
product or service, if we do not just ask those who use them, or our customers,
and we should not be afraid of the answer. By doing so, we give ourselves
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the opportunity to get to know our strengths and advantages but weaknesses
and shortcomings as well. The sooner we respond to comments we create
a greater connection with the customers. As a good example of customer
we can name a multinational company Walmart (http://www.walmart.com/)
which seeks to find a solution to all the problems that the users of its services
face;

Cross-marketing strategy — experiences of the most successful companies
in the world have shown that the creation of cross-marketing strategy yields
positive results, and that includes our simultaneous presence on social
networks (for example Google + and Pinterest are connected with Tumbir
and Linkedin, Twitter and Facebook with Instagram);

Making variations - this means that company does not get stuck with the
same “old pictures” since appeared on the social networks so to this day. As
best strategy proved to be a strategy which contains modifications, changes,
mixing regardless of whether it is related to the link, image, text, or post;
Abide by the rules 70-30 - this would mean that the greater part, or 70%
of the content that we post should be the content that will encourage active
participation and interaction of our current and potential customers, and the
rest should make a promotion. As for the content, it should be primarily
useful and interesting to our followers on the Internet, which allows better
connection and the fact that the company respects their opinion;

Track trends, analyze, examine, make corrections - today social networks
are filled, large database of statistical data and analysis that can be helpful
in creating better marketing strategies in social networks, and also there
is a huge number of applications and services that will serve to obtain the
relevant statistical data on how to present ourselves in the best possible way,
to improve and upgrade strategies. Knowing that social media and network
are constantly changing, it means that we constantly have to analyze, to
investigate steps we have made, to make adjustments and be flexible in
accordance with the trends.

Tools and services for promoting the content on social networks

Regardless of whether create the absolute best content, the question that should
ask is: how to reach the people we want to attract to its content? Posting articles or
content for example on blog is just one of the ways of promoting the brand, and goal is to
attract the target audience about what company does (Kuenn, 2014). There are different
tools and platforms that can help in promoting the brand and can facilitate reaching the
largest possible number of visitors. Some of the tools and services are the following:

1.
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HootSuite - this platform was originally designed to be optimized and
managed by the users of Twitter, but it was also used to make posts from
personal profiles on Facebook and Linkedin. Unfortunately, this service
does not connect profiles from the Google+ social network, but allows us
to manage our Google+ page on this service. Today it is the social media
management for any company, providing us to manage our brand through s
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social network, schedule for setting posts, greater visibility and measurement
of results. It is a perfect tool for small and enterprises, agencies, but also for
corporations and state-owned companies that have the need for management,
engagement and measurement via the intuitive platform where we are given
the opportunity to be associated with more than 35 popular social networks.
The ability to make a timetable posts on HootSuite in a very powerful tool,
allowing companies to make plans and to be in touch with the visitors in just
a few simple steps.

2. Google+ - after the beginning at a low level the social network Google+ has
reached a figure of more than 300 million active users compared with Twitter
which has 270 million users. Although it is not as popular social networks
like Twitter and Facebook, Google+ is becoming a place that we cannot skip
as it concerns the promotion of our brand. What is good on Google+ is that
allows us to put the link of the brand or the company directly on our profile
page thus allowing content to be more visible to people who are involved
in our region or by simply using the link. So called “Hashtag” plays a very
important role in the promotion of content, it is marked with the sign # and
gives a greater possibility that someone will notice our brand with the help of
a key word and it is related to the post on this social network.

3. Followerwonk - Followerwonk is a tool for users of Twitter, and it gives the
possibility to monitor, analyze and optimize our way of presenting at Twitter.
This tool will help us find out who our followers are, where they are from,
when they post a twit, then we can connect with influential people within
the field of our interest, to work graphical comparisons with other users, the
presentation of content is simple, etc. As the most useful function of this
service we can mention “Search Twitter Bios” which offers the possibility
of finding the most popular Twitter profiles within our field of interest. For
example If someone is a person who is engaged in internet marketing, he can
type the word “SEO” or “Link building” in the search field, and Followerwonk
will give him suggestions for all Twitter profiles that contain characteristic
words “SEO” or “Link building” or they somehow connected to a given word
in their Twitter profiles. Some of the well known users of this tool are Xerox,
MerrillLyndh, Pingdom, Rhapsody, IMAX and many others.

4. Taboola — believe it or not in nowadays Taboola as a platform is the world
leader in the discovery of significant content, it works with over 150 billion
of the recommended content, reaching 400 million visitors each month,
including the USA Today, The Weather Channel, The Atlantic, Fox Sports
and so on. Taboola studies the behavior of visitors when they interact with
the content that predicts which web sites are the most interesting to visitors.
Taboola is significantly focused on video content for the simple reason that it
is the best way to display the message we want to convey which is confirmed
by the CMO.com (Abramovich, 2013) that says that users are 27 times more
likely to click on the link for online video content than it will do for the
standard banners.

5. BuzzStream - BuzzStream represents a popular service that helps to create so
called buzz for our content, to post links and increase the visit to our site so

EXSIEKOHOMUKA 161



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

162

that we will be “found” or tagged through various marketing channels. This
tool is designed to help the best web marketers to promote their products,
services and content. BuzzSumo is a supplement to BuzzStream and helps
people who are engaged in marketing to find content with a high sharing and
influential companies of specific professions.

Contently — this service and tool helps brands to create entertaining stories
to engage visitors to actively participate and to present the results in scales.
It will not only help us in creating the content, but it will also assist us in
identifying the best promotional strategy for any type of business or brand.
Some of the major companies that use this service are Coca-Cola, Google,
Walmart, GM and others.

Outbrain - Outbrain is an important tool that makes the categorization of
content and displays it to visitors based on their online behavior. It helps in
increasing the attendance of individual blogs, posts or articles, visual content,
content that is distributed via mobile phones and much more. All the big
companies that do not depend on the type of activities they are involved in
consider this service to be indispensable. This service offers a much more
personalized experience for our visitors, it displays our content in a context
that visitors are willing to participate actively it directs us to improve results,
to redefine its media strategy and etc. Each advertisement via Outbrain that
is all contents are checked for quality and the categorization depending on
the topic, which in other words means that you cannot advertise any content.
Some of the known users of this service are CNN, Allstate, NBCNEWS.com,
MarketWatch and many others.

StumbleUpon - This service includes displaying content through understanding
personal interests of users that begins with a brief overview of the categories
when creating a profile, but the number is growing as the content is used.
Users by clicking on “stumble” button which is located on the toolbar have
the option to mark the content if they like it or not, the content of people who
rank it positively is more likely to be offered to them when there is a new
search. Considering this possibility, from these data, we can see a number of
different trends, like: “Recently Hot” tags, these tags are actual people whose
content we tagged, then the “Most Popular All Time” tags, they are much
less likely to change, but we can change it by exploring deeper content, then
“Stumbles by topic” that shows activity depending on the chosen theme and
“Top Rated websites” refer to pages that are most popular by users of this
service.

Facebook (Ads) - this certainly is the biggest social network and certainly
a place of great opportunities to promote our content. Within these social
networks we have three main locations where we can choose to make our
content public, such as: Newsfeed, this is the most popular place on Facebook
for placing advertisements or contents because of this ads seamlessly appear
along with the other content that can be seen from friends and people who
follow; then there is Mobile, at the beginning of this year the number of
users of these options amounted to a staggering 1.01 billion active mobile
users on the social network per month, which means that our ad or content
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should tend to be optimized for mobile phones because this is definitely a
great opportunity to make our content visible and “Right-Hand Column”,
this option is visible below the “Trending” top sections. The benefit of this
option is that here placed advertisements moves downwards together with
further research site users and it is always visible. This would mean that with
advertising on Facebook we have the ability to reach the largest audience in
the world like never before.

10. Pinterest - this social network is based on the visual content in the form of
an album where users according to their interest open so-called “Boards”
or tables in which they store images and visual content that is becoming
extremely shared with success. Putting the option “On Hover Pin” and “Pin”
addition to all the visual content on our website, we encourage people to
pin or insert our content to their boards. This is a great opportunity and a
possibility to make our content via Pinterest visible for many people as
possible and so to encourage our site visitors to follow us on Pinterest, as
well as giving us the opportunity to increase our chances of making a new
business and cooperation.

Tools and services of social media that can
be useful for small business

Considering the need for constant presence on social networks and media, which
requires a lot of time, here we list some of the tools and services that can significantly
facilitate the work, and appear to be very useful and functional. No matter which tool we
choose to use, be sure that they will bring us efficiency and the ability to interact within
online communities.

As for management, or managing the content of the company or posts on social
media, the first useful tool would be Sprout Social, strong social media software,
designed for business through which we can check, supervise and monitor our presence
on social networks. Also, this tool has an automatic scheduling of content updates to
multiple social platforms. Another useful tool or service that has its own daily use is
Buffer that allows us to do the time planning of our posts on social media so that we make
the order of their appearance on social networks. If you find the content that we would
like to share, we can add it to our Buffer account from our browser or mobile device and
it will automatically be posted in accordance with pre-made schedule for publication.
When we talk about the data analysis, a useful tool could be already mentioned above
the Followerwonk. It solves our dilemmas about when is the best time to, for example,
publish the content on Twitter and it will automatically pull the schedule in our account
that we have on Buffer. If we want to increase our presence on Facebook, Google+,
Instagram, Twitter, LinkedIn, Vine or on any another social network, Simply Measured
is a tool that will allow us to do that. This service offers free reports where the analysis
of our profiles is done on various social networks, helping us to post content at the right
time and at the right place. Some of the big companies that use this service are Samsung,
Pepsi, Hyundai, Adidas, Microsoft, Whole Foods, AOL and many others. As for the
search, SEMRush could be a useful service. If we want to understand better whether
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we are using adequate key words or how potential customers find our competition on
the web, there is SEMRush to help us (Philips, PayPal, Forbes, Hyatt, and National
Positions). BuzzSumo is another service that is essential for the search. BuzzSumo will
give us the way to peek of what is going on in the minds of our customers to browse
the contents and identify important competition. BuzzSumo is a great place where we
can find out which topics are related to our business that attract the most attention, to
see which content is a good one and which companies have the greatest impact on the
business we are involved (Spotify, WMG, HubSpot, Wyatt, DigitasiLBi). Regardless of
the social network, finding the content that will be of interest to our visitors sometimes
it can be a great challenge. And if we think about it happens very often that we have a
problem to find the content that we would like to share. We have also PostPlaner to help.
Directly integrated with Facebook, PostPlaner identifies popular content on Facebook,
selects and organizes them into our PostPlaner profile where we can easily continue
to manage any of our Facebook pages. Swayy tool which connects our site on Twitter,
LinkedIn and Facebook, allows us to see the most popular content of these pages and
we can directly share or post on our social media profiles. As far as the visual content,
tools that can be helpful are PicMonkey and Canva. As we can notice, social networks
are becoming more visual, but the question that arises is how do we come up with a
good visual content without using Photoshop? Canva could solve this problem which is
ideal for any business and will save us a lot of unnecessary time spent in trying to create
visual design you want. Canva is a quick, easy and mostly free way in creating visual
content; it provides many opportunities for different purposes of creating such content
according to the type of social network where we want to publish the text, whether it is
about a general social media, some presentations, graphic blog and etc. PicMonkey is
very similar to Canva; it will ensure that our images and visual content are professional
in the way that will make our old uninteresting graphic or picture turn into a real piece
of art. It is also easy to use; it has a huge database of templates, images and graphically
offered solutions. Another service of creating visual content is Photoshop Express. Adobe
Systems Incorporated or just Adobe, the US software company has created a free version
of Photoshop called Photoshop Express. It has many advanced features that graphics
professionals use every day. But we still have fewer opportunities than of course the
complete version of Photoshop, but there is still enough to create an interesting visual
content. The difference between this service Canva and PicMonke is that Photoshop
Express does not offer ready-made templates, but we have to find them, insert and then
create. Pixlr Editor is very similar to Photoshop Express, but with even less abilities and
is not of agreeable interface. GIMP (GNU Image Manipulation Program) is one of the
oldest applications for processing and creation of visual content and it is also very similar
to Photoshop and has a wide range of options. As far as applications and services to
create visual content that is not free, but not as inaccessible as a professional Photoshop,
we can mention one of the best and that is Pixelmator. If a company wants to get a
seriously creative and visual content and does not want to spend more than $30, then the
application Pixelmator is for her. Another such application is Sketch, which has a very
good user interface and a powerful set of features for creating complex visual contents.
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How to improve the performance on social networks
by using visual content

Why should we use visual content (Visual Social Media) in social media? Of
course it is because it grabs attention a lot faster than a plain text. If we take into account
the fact that ninety percent of the information received is visual and that visual content
process 60,000 times faster than text which visual marketing and visual content makes
much more powerful tool than any other possibilities to be applicable in business. The
visual content will not only contribute to our online visibility, but it also becomes unique
identity because in the sea of numerous companies in social media, visual content creates
our uniqueness and makes us easily recognizable. In April 2012, Instagram, a visual
platform, has increased the number of its customers for ten million within ten days, but
today that number is 100 million. Currently the second largest social network among the
visual content is Pinterest. Considering the fact that every sixty seconds people share
about 136,000 images on Facebook per day, we can understand how significant is to
create visual content on social media. Pictures are powerful means of communication, as
the research by MDG Advertising presents and says that content which includes visual
contents are 94% more evident compared to the content that is not visual. What you
want to present simply must include a good visual perception that it could be noticed by
visitors. Therefore, the successfulness of the content’s visual presentation means to draw
attention of potential and current users of our activities and their greater loyalty. There
are some ways of displaying visual content and they can be (Radice, 2014):

1. A short quote that relates to our brand (Branded Quotes) - regardless
of whether we use the quotes or not on Twitter, Facebook or for example
Pinterestu, opposite to the posts based only on the text, a quote with a certain
visual content may constitute a recognition of our brand,;

2. Infographics (Infographics: Data, Charts and Graphs): a chart, data and
graphics - no matter what kind of activities they do, infographics as a means
of visual representation promotes our authority and credibility and therefore
presents information that encourages interaction between companies and
consumers and builds thus their loyalty towards us;

3. The initiator of the conversation (Conversation Starters) - invitation to a
conversation, exchange of opinions and questions are a good way to combine
text with visual display. To support that there is the fact that if we just try
to remember when reading information, comments, etc. on the Facebook
page of our company, we will see that we usually respond to texts which are
combined with the image, or when they are proactive and cause a reaction
in us to respond. What we can do is to talk about current issues, share stories
that our company, services or products make unique, humane, socially
responsible, to give answers to frequently asked questions, ask questions that
are easy to answer, etc.

4. Making a creative video presentation (Creative Videos) - although the video
presentation is nothing new in marketing, for many companies it is still an
undiscovered area of operation. In this sense, video presentations on social
networks of companies should offer a simple and in interesting way weather
information, address or party. Some of the facts we need to know when
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talking about video presentations are that about 1/3 of active users watch
online video content, 100 million people are watching online video every day,
video presentation increases the awareness of consumers about our industry
for 74%, and 75 % of those who have seen our video presentation and will
see the company’s website as well.

This means that nowadays a modern consumer depends on visual effects and the
text itself is no longer sufficient to attract and keep his attention to a particular product
or service. The big question might be: what content to create? The answer may be very
simple, and it is to create anything that is worth the time visitors spent, but we should pay
attention that the visual content, except for its attractiveness has to be in accordance with
the objectives or purposes of the company and what it wants to achieve.

Conclusion

To be present on social networks and the media is no longer a caprice or a modern
way to be In, but an absolute necessity and an important tool in the modern way of
doing business and communication. As we have seen changing the way of doing business
requires new ways of presenting companies in social media, all in order to adapt to
the new rules of business. Social networks take the absolute lead as the most active
marketing tool of a company towards its clients. They represent a powerful channel
of connection with customers and potential customers, so that we will choose between
classical marketing that makes communication in one direction and marketing through
social media and networks that represents two-way communication, we will definitely
choose the second because it brings many advantages - greater brand recognition, greater
loyalty and authority to the brand and to the company, making new clients and business
partners, increases visiting the company’s website, lower marketing costs, better
communication with customers, a closer insight on what consumers think about a brand,
and many other advantages.

Achieving these goals, as we have seen it is possible with making adequate
marketing strategies that will with the help of the appropriate tools and services within
social media and networks are going to bring extraordinary results. Which tools and
services companies will choose depends on the purpose and priorities that it wants to
achieve. Meaning that social media give the opportunity to hear and to listen the consumers
and give them exactly what they want. If are used correctly, the social media can help in
achieving the set goals. And in the end, we should have in mind a few “universal” rules,
that it is important that brands turn to its users, communication is expected, rather than
the mere dissemination of information; a huge number of possibilities require content
that can be adapted and shared in various places on the Internet; and we must not forget
that social networks are the internet tool, but we must be the ones who will build a
community that will work towards its objective.
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1. Introduction

The impact of the global environment necessitates focusing firms to create competitive
and innovative products and services. Companies can raise their benefits through a variety
of business activities, the most accelerating product innovation and increasing productivity.
However, experience has shown that there is no limit to the diversification and, if it is
not closely related to sustainable competitive advantage at the level of the business units,
often destroying economic value. One way of raising the efficiency and effectiveness of
business development companies (companies), and therefore their competitiveness is
through joining the cluster. Firms can achieve much more by working together as a group
of interconnected companies, suppliers, service providers and organizations relevant to
their business within the cluster. Stimulate networking firms in clusters proved in practice
to be effective concept or instruments for strengthening the competitiveness of companies
and their training to produce goods and services of a higher level of processing that will be
sold in the domestic and global markets.

To be competitive, companies need to identify competitive advantages that the
cluster may have, and to know how these benefits can be increased or expanded. As for
the success of the cluster is not enough to simply associating entities, neither company
by joining the cluster will provide better performance and higher profits, but success will
depend on whether you have created value and innovative potential. A successful cluster
can create the necessary basis for cooperation between firms and specialization, promote
private-public dialogue, to encourage external stakeholder and accelerate innovation.

This article is the result of the work of the authors, using data of primary research in
reference domestic and foreign institutions, data and information from interviews with a
number of managers of clusters, cluster members and / or representatives of institutions
involved in the implementation of cluster initiatives, as well as secondary data and results
of domestic and foreign authors in this field, whose aim was to show how to improve the
competitiveness of the national economy through the development of clusters. Question
popularization of clusters is particularly important in current Serbian economy, in which
the policymakers are increasingly prominent focused on finding the leading multinational
corporations, whose entry into the domestic market and the start of production, with the
possibility of its investments around the world, to create conditions for download part
of their supplier functions of the domestic segment of small and medium enterprises and
entrepreneurs (hereinafter referred to as SMEs).

2. Cluster connection as a premise for strengthening the
competitiveness of enterprises

Harvard professor Michael Porter, first introduced the concept of clusters (clusters)
in the economic literature in 1990 and defines them as “geographically close group of
companies and associated institutions in a particular field of industrial / branch, connected
to the common benefit and complementary” (Porter, 2008, p. 6).

The advantages of clusters to strengthen competitiveness are numerous, and one of
the main consists in the fact that clusters enable economies of scale, as they are usually
formed within specific industries, like the value chain, similar to the structure and often
follow a similar strategy. Clusters are the result of voluntary association, and for the
survival and development of the cluster there are national and regional barriers. Also,
the benefits of association of enterprises in clusters reflected through easier access to
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the latest knowledge, stimulate the exchange of knowledge, provides the cost savings,
creates the possibility of cooperation, support to innovation and encourage competition,
and creates the critical mass necessary for further growth (Andreozzi, 2005 , p. 2).

The success of enterprises and economic development of enterprises in the cluster
is not limited to these companies, their employees and associated sectors. Progress and
production activities in the cluster have a synergistic effect on the entire community,
as well as the macro-economy. The successful development of clusters and creates
structural changes, both at local and at the macro level. The development of industrial
activities in the cluster encourages the development of the sector outside the cluster, as a
result of the interaction of industrial relations that exist at the regional level.

Clusters arise primarily because of the necessity of survival of SMEs. Through its
association, these companies simply *’ mimic “’ operation of large enterprises, while retaining
legal and business independence. In that way, clusters become competitors or collaborators
of large enterprises. In this way, SMEs were able to maintain their market position and
achieve sustainable growth and business. The most common association in clusters of
entrepreneurs and SME owners are in sustainable development and profit. Activities such as
price agreement, transfer of technology, conquering new markets, buying licenses and others
can not be successfully done by an entrepreneur or small business owner.

Clusters as the concentration of specialized institutions and companies linked through
multiple contacts, enabling the creation of useful innovations. In the conditions of modern
competition, the tendency is that the clusters are more innovative clusters. Empirical
evidence supports the argument that the member companies of clusters of innovative
companies that are not members of the cluster (The Gallup Organization, 2006, p.11-15).
Also, empirical evidence suggests that there is a positive correlation between the strength
and power of the cluster regions in innovation and development of new invention.

Specialization of enterprises is essential to the success of the cluster, where a small
company focused its resources (which are usually extremely limited) on what they do
best (Ketels et al, 2003, p.18). Specialized firms usually do not have problems with
quality control, as do only one thing, but we have to work very well. Development of
cluster is accompanied by an increase in specialized technical and marketing skills of
local human resources. Local workers, technicians, managers and consultants often vary
from company to company and thus the advantage of specialization belongs to the local
system, not just one company. Moreover, local infrastructure and training institutions are
becoming specialized in cluster activities.

One of the key factors for successful business clusters, the production of products
which must be complied with all members of the cluster. Therefore, as the need arises
standardization of the entire management system. Clusters by standardizing can more
casily manage their production process.

Some clusters may initially have a weak competitive position and limited growth
potential, but that does not mean they should be ignored in terms of further growth. Many
small clusters provide highly specialized services in the global market and continue to
develop further. Such a situation is, for example, in the software industry clusters. Many
clusters of manufacturing experience this situation, for example, during the restructuring.

3. Privacy and software development of clusters
Although clusters are primarily the result of individual effort and private companies,

one of the ways that successful clusters appear in the economy of a country or region
is that there is an appropriate policy of cluster development. In this sense, there may
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be one comprehensive policy for clusters which give specific frames as they should be
encouraged to monitor their development. In addition to the general framework, the
clusters can set the framework for other policies. First of all, it is usually the case in
three key areas: policy innovation and technological development, regional economic
development policy and policy entrepreneurship / SME. But it can be manifested in many
other policy areas. The European Commission, for example, stimulates the development
of border clusters and the emergence and revival of strong European clusters through
trans-European Cluster Policy participate in the support and development of clusters
(Solvell, 2008, p. 50-58).

Combining the efforts of the public sector and private and implementation of cluster
policy are important elements of building strong innovation systems as a prerequisite
of growth and job creation. Privacy clusters may be the way the economy of a country
can build competitiveness and mobilize the necessary multi-year software support
and commitment of all major carriers of the innovation process. Because of their
complexity cluster policy can be categorized into three segments: The first segment is
the microeconomic policies to create an attractive business environment for growth and
innovation that directly encourage the development of clusters. The second segment
includes SME policy, research and innovation policy and regional development policy.
The third segment is developing policies aimed at creating, mobilizing and strengthening
certain level of categories of clusters, and result of certain sector’s cluster initiatives
(OECD, 2007, p. 5-13).

The fact is that the vast majority of cluster develops without the help of a policy
aimed at their conception and surprisingly often cluster participants do not meet each
other, and the public authorities or insufficiently recognize the importance of the clusters
for the local economy. However, these clusters make a positive contribution to the region
where they are, and create growing pressure to create policies that can encourage creating
conditions for the development and the revival and development of clusters or increase
economic benefits from them.

The success and the level of development in the EU clusters largely depends on
institutional support. Decision-economic policies are especially advocated a policy
of cluster development due to a shift of focus from macro to micro-economic issues.
In some EU countries, the development of regional clusters represents a new form of
industrial policy, while in other countries such as Portugal, Denmark and the UK there
is an initiative to create a map of clusters and cluster policy formulation. Otherwise, in
all European countries, monetary and fiscal policies are generally well developed, but it
turned out to be successful macroeconomic policies only prerequisite, but not a sufficient
guarantee for faster development. Key developments in the microeconomic efforts aimed
at new connections with the private sector, universities and other institutions also to
enable it to effectively implement macroeconomic objectives.

No matter what the significance of cluster policy at the national level varies among
EU countries, it is considered to have a high or medium priority in most countries. One
gets the impression that the national cluster policy in some countries less important
especially in countries that are organized as federations and / or where there is a high
degree of regional autonomy (Solvell, 2008, p 50-53). On the other hand, although the
formation of clusters is crucial initiative “bottom up”, in countries such as Serbia process
of creating clusters is necessary to initiate, manage and financially encouraged.

Within the cluster policy is necessary to achieve a significant degree of integration
of different types of measures, determining the duties and responsibilities of specific
institutions and entities for the implementation of the policy, which requires strategic
alignment and practical cooperation within the framework of state institutions. Cluster

172 EKOHOMUKA EXA1



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

policy should be designed to support the emergence of new connections and growth
(development and strengthening) of existing clusters (Anderson, et al, 2004, p. 5).
In addition, it is necessary to cluster policy be flexible in order to adapt to the new
requirements, many barriers and limitations.

Thus, government support as well as creating a climate of mutual trust in the cluster
are necessary preconditions for their development. Efforts to develop a cluster must
include the search for competitive advantage and specialization, and not attempt to
blindly support what exists in other locations. Despite the risks associated with regional
specialization, the clusters based regional economy generates better results.

4. Selected European experience in creating clusters

The fact is that in the transitional economy policy development is often based on
a centralized approach, and where support when it comes to competitiveness, usually
poorly supported. The event challenges is that on the one hand the company weak and
lack the confidence and skills of cooperation, while on the other side of the country often
lack the resources to do its job. Experience shows that this deficiency usually overrides
donor funds to support policies launched cluster development. In the following, we will
give experience and steps in the development of cluster policy of some countries that are
now in post-transitional stage, and are members of the EU.

Slovenia is applied in designing the cluster approach “dynamic concentric circles”,
which enables the connection of small and medium-sized enterprises in clusters around
leading companies. Slovenian automotive cluster includes formal Automotive Cluster of
Slovenia (ACS), which was formed with the support of the Government of Slovenia in
2000 and a large number of companies and institutions specialized in the supply chain of
the automotive industry that are members of the cluster tool manufacturer or Slovenian
cluster of plastic, a smaller informal clusters, or are not members of either formal nor
informal clusters. A total comes to more than 200 companies, mostly medium-sized,
which are included in the automotive supply chain. Joint venture between Renault
and Revoz is considered a key moment in the development of clusters. Thanks Revoz,
which became an affiliate of Renault, Slovenia became an important trade partner of
France. The essence of relationships in the cluster represents the vertical interactions
in the supply chain between small and large local companies. Cluster membership is an
opportunity for companies that combined can serve large orders, as in the independent
appearance is not the case. Today the car and the associated clusters generated close to
15% of total exports of the country, where the third thanks to its Revoz (Borras, Tsagdis,
2008, p. 150). Approximately 80% of the cluster is placed on the EU market (Boskovic
Institute, 2011, p. 54-68), a cluster is also one of the largest generators of employment
in Slovenia. By combining the concept of a cluster of companies in the supply chain of
Slovenian automotive industry, created the conditions for strengthening their individual
and collective capacity to develop partnerships in various spheres of business, then
for intensification cooperation between companies and research and development
institutions, in order to promote innovation and technological development as well as
to the realization of joint projects in the field of technological improvements, product
development, specialization, joint production and marketing. In addition to the company,
an important role in the functioning of the cluster have different institutions, especially
universities and colleges, local banks and laboratories for testing and certification. The
course of development of clusters is significantly determined by the activities primarily
the Ministry of Economy, and Commerce and Industry of Slovenia, IR center and
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other relevant ministries involved in numerous projects and activities in order to create
conditions for the growth of clusters. The area that according to the research needs to be
improved is the prevalence of low trust between large and small companies.

The geographical position, cheap labor, sewing skills among the female population
were key reasons for the development of garment cluster in Galicia (Spain) (Bozdemir
et al, 2009, p.19). In the frame of garment cluster in Galicia are some of the most
famous brands of clothes (Zara and Massimo Dutti). Clothing cluster is characterized
by a vertical core and non-vertically integrated manufacturers, designers and retailers,
outsourcing machinery, raw materials and production complex logistics system which
enables the transport of finished products, semi-finished products and raw materials, a
number of banks and educational institutions to provide support services cluster and a
system of institutions for the promotion of cooperation between members of the cluster.
Thanks to the production specialization and vertical integration along the supply chain,
Clothing Cluster Galicia today is the largest exporter of clothing Spain, which in total
exports represent 48% (Bozdemir, et al, 2009, p.11). An important feature of garment
cluster of Galicia refers to the trend of dislocation, i.e. the migration tool production
to countries with cheap labor, primarily in China and Africa. As already pointed out
thanks to its geographical position, Galicia has managed to build a complex logistics
system. Close to port facilitates the use of maritime transport, particularly significant for
the receipt of goods produced in China. The clothing cluster of Galicia, also, there are
several companies that provide supportive services. What needs to be emphasized as an
important advantage of this cluster and easy access to a market of clothing Spain, which
is not negligible. One drawback of this cluster should be noted that there is insufficient
cooperation between the parties, then the potential danger of mass outsourcing a productive
activity, lower productivity trade work in Galicia, fragmentation manufacturers, and
low effectiveness of institutional support. Thus, the institutional support of the Galician
Government cluster development mainly focused on campaigns and programs. Galician
Clothing cluster is formed and evolved spontaneously So, thanks to the private sector
in small Galician towns, i.e. companies which are able to recognize the necessity and
benefits of connectivity, cooperation and joint appearance, and not as a result of the
initiative of the local government.

5. Business environment and cluster development in Serbia

In Serbia, there are clusters of several years, however, there is no explicitly defined
policies cluster. Clusters are still mentioned and they are objective, either directly or
indirectly, in several national policy document above all as outlined in the Strategy of
development of competitive and innovative small and medium-sized enterprises for the
period 2008-2013. (“Off. Gazette of RS”) and the draft strategy for the development of
entrepreneurship and competitiveness for the period from 2014 to 2020 (www.privreda.
gov. rs). Serbia has so far established over 50 clusters and a number of them located
beside the other (higher) stage of development, while a few cluster initiatives can say
that the zero phase of development. Among the most successful clusters of Serbia are:
Automotive Cluster Serbia, ICT Network, Vojvodina ICT Cluster, Cluster fashion
and clothing industry Serbia, Vojvodina Metal Cluster and Nis cluster of advanced
technologies (www.ict-net.com/klasteri-srbije-udruzivanje-kao klju¢ -uspeha-2). Apart
from them, a group of clusters of the second phase (more) include, for example, and:
Construction Cluster-Dunder from Nis, and the Association for the promotion of
competitiveness of agricultural machinery cluster BIPOM, In the group of clusters
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belonging to the so-called zero phase are: Cluster Association Renewable Energy and
energy efficiency, Cluster Serbian Apothecary society, Association of manufacturers of
herbal raw materials and herbal products HerbalPharmaNet (narr.gov.rs).

Clusters in Serbia do not have sufficient critical mass and their significance is still
small, both nationally and internationally. According to general indicators are far from
those in the EU, particularly in terms of employment, annual turnover and exports. Clusters
of Serbia, for example, in 2013 gathered over 400 companies, employing just over 22,000
workers and had a turnover of around one billion euros annually-half of which relates to
export (Vojvodina ictcluster.org/sr/clasteri-Srbije-potpisuju-memorandum-o-strateskoj-
saradnji /. For a comparative list of the competitiveness of the economy, in “’the Global
Competitiveness Report 2014-2015” from 2014, covering 144 countries, Serbia is at the
level of cluster development in ranked 115th place. When you take into account that by
the quality of local suppliers occupies the 98th position, quantity of local suppliers also
the 110th place, and that is by cooperation between universities and industry in research
and development on the 95th (World | Economic Forum, 2014, p. 329), then the answer
to such a bad position when it comes to the level of development of clusters can be found
primarily on two key factors: due to the insufficient level of perception management of
local companies about the benefits that can be given to companies from the “cluster”
of association and insufficient commitment and focus of government policy on cluster
development.

Privacy cluster that has so far been applied in Serbia is insufficiently focused on the
development of clusters, since cooperation in the process of research and development
was very weak. Cooperation between companies within the cluster is mainly directed
towards the attempt to internationalize rather than innovation and the creation of
added value. Domestic clusters do not have or do not have adequate mechanisms of
technological mediation and commercialization of scientific and technological research,
such as technology centers and centers for the evaluation of the results of research and
development, and cluster management is not able and willing to develop these skills.

Financial support clusters Government of the Republic of Serbia conducted by the
competent Ministry of Economy and Regional Development through annual program to
support cluster development. The programs are primarily aimed at citizens’ associations,
foundations or corporations that operate on the principle of the cluster. In order the
program received funding, cluster must have at least 12 members, of which nine
companies and three supporting institutions (R & D institutions, educational or other
institution). Funds are allocated to clusters irrevocably refund up to 50% of completed
projects. So for five years (2010-2014) approved 69 million dinars for the 61 cluster
(www.napr.gov.rs). Cluster Development Program have supported or supported by some
international development agencies and organizations (narr.gov.rs.index.php/projekti).

Further incentives for the formation of clusters in Serbia should be directed at
those locations or product groups in which they identified the potential benefits in terms
of efficiency (lower cost, including transaction), flexibility (e.g. Labor mobility) and
innovation (diffusion of knowledge and cooperation). In line with this recommendation, it
isnecessary to reorganize the existing Program Cluster Development of the Government of
the Republic of Serbia in a way that not only relate to the development of cluster initiatives,
but also the development of clusters as geographic concentrations of companies from the
sector. For example, the formation of Serbian garment cluster with a focus on production,
would enable the joint appearance of domestic textile manufacturers in the markets of
the EU and the Russian Federation, and, consequently, higher capacity utilization. Also,
the arrival of Fiat can affect the intensive development of Serbian automotive cluster,
which should lead to the creation of new jobs, to increase profit automotive industry and
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income of all participants in the production chain, to the successful export of Serbian
products, deficit reduction and macroeconomic stability properties of the country.
Potential entry of Ikea on the Serbian market could affect the formation of clusters in
the Serbian furniture industry, in which a network of local producers and suppliers to
operate at satisfying the needs of Ikea system, of course, assuming that instead of just
opening a trade center, a Swedish company to achieve production cooperation with a
local company (e.g. with Simpo or other furniture manufacturer) and a set of small and
medium-sized suppliers. By establishing partnerships for example with Simpo, as well
as assuming the role of a generator Serbian furniture cluster Ikea to Serbia has managed
to secure what makes all these years distinctive, high quality and at a price affordable
products, thanks to cheap labor and in our market. In addition, the arrival of Ikea in the
Serbian market and better quality cooperation and mutual integration of the participants
in the supply chain, raised to the level of their export and business opportunities, would
provide the basis for the introduction of more sophisticated equipment and technology
experience, as well as requirements for higher capacity utilization, increase productivity
and competitiveness. Of course, if some other industries and other economic activities
for the Serbian found a business partner with whom to connect local companies that
would no doubt have multiple effects on our economy as a whole.

6. Conclusion

In Serbia, the clusters are not well developed, and is one of the goals of this work
to promote their importance and necessity for the recovery of the Serbian economy and
development. In overcoming the difficulties that arise in the process of building a cluster,
the important role the state should play a leading economic factors involved in their
creation and business (chambers of commerce, agencies and associations, as well as
NGOs).

In order to create a more favorable environment for the development of clusters
and strengthen existing cluster initiatives, it is necessary to implement the following
policies: 1) Identify a clear long-term goals and strategies. 2) Enhance collaboration
between the public and private sectors. 3) Strengthen cooperation with academic
and research institution . 4) Strengthen support for clusters and provide a variety of
funding sources. 5) Policy clusters align with other policies, so that it can provide a
comprehensive and coordinated support to clusters. 6) work out a national network of
clusters that would gather all the clusters and facilitate the exchange of experiences
and practices, management skills development and implementation of targeted training
and capacity building. Also, international networking should be one of the tasks of the
network. 7) The new clusters should arise from the process of bottom-up (bottom-up),
motivated by the objective of creating an efficient value added and creating sustainable
creation of clusters, and not induced by short-term financial incentives. 8) Encourage
cluster initiatives in underdeveloped regions to balanced regional development.

The fulfillment of these policy measures for the growth of clusters would contribute
to improving the competitive position of Serbia, especially with a large number of
SMEs as key generators of entrepreneurship and innovation potential and significant
subcontractors in networking activities involved in attracting investment, which would
start the whole economy. Generally, entry into systems of multinational giants would
increase the degree of capacity utilization of local SMEs, as well as their productivity,
competitiveness, trade and export performance.
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It should be noted that the author of the first part of his monograph accentuate and
generate the postulates of development of modern management theory and its possible
application in Serbia. It is a radical change of the concept of governance, full orientation
to the market form of economy and overcoming the established way of understanding
the concept of successful agriculture. In this sense, it emphasizes the necessity of
modernizing management systems due to changing internal organization in Serbian
agriculture. It should be understood that in the analysis of these regions approached by
deep knowledge related to the evaluation of resources and the capabilities of identifying
changes in management occurred due to changes in the organizations themselves and /
or their environment.

The second part of this monograph highlights issues and problems related to the
agrarian policy of Serbia in the pre-transition period and the evolution of the dominant
concept in the new program basis. The author here with a lot of knowledge and experience
stands out significant details that characterized the pre-transition period of neglect of
agriculture in Serbia, and hence agricultural policy. Absence of consistent agricultural
policy indicates the absence of stable long-term measures in the field of economic policy.
This situation, according to the author can be changed through the process of changing
the existing institutional setting, in which the core of the change of the established system
of values. So, it’s a number of very important questions that essentially much closer to
the issues of transformation of agricultural policy and its solution in an organization.

In the part which refers to the management issues of agriculture in the process of
European integration were analyzed key aspects of agriculture to comprehend the quality
principles of functioning of agrarian policy of the European Union. The author has rightly
concluded that it was necessary to the function of knowledge management methods
and prepare for successful and rapid transition and integration of Serbian agriculture in
European agricultural trends. We have carefully researched and well analyzed all major
segments of the construction of a modern management concept of agriculture in terms
of preparing for his more successful inclusion and functioning of the agricultural system
of the European Union.

Besides this, it is quite understandable that the author of an overall attention to
Serbian agriculture. Through this monograph he exhaustively and thoroughly elaborated
on the matter of the management of Serbian agriculture in transition. We have to
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emphasize the comparability analysis management of agriculture in the European
Union and Serbia. We have investigated numerous comparative terms of integration and
transition. The agriculture as a sector has often been considered as Serbian comparative
advantage, which does not mean that today it should not be like that, keeping in mind
the contemporary understanding of agrarian development. The author points to the need
for a comprehensive knowledge of the role and importance of full agrarian development
for our faster recovery from the transition and to quickly launch economic activities and
involvement in the European Union.

A special part that caught the attention of the author relates to issues related to
the reform of the agrarian policy of Serbia in the process of transition and European
integration. Out of its total reflection and analysis that based on all the current official
document of the highest institutions of Serbia, agriculture is an essential element of
economic development. The importance of agriculture for the Serbian economy
is reflected in the fact that in addition to economic and a social and environmental
dimension. On that basis, the author concludes that the Serbian agriculture has a level
necessary for the successful production of high quality food. But despite the significant
potential in the sector of agricultural production as a result of favorable climatic
conditions, the natural characteristics of land and available water resources, agriculture
is not sufficiently used. Agriculture Serbia its capacity barely meets the domestic market
in agricultural products, although it has potential. Author of this chapter concludes with
useful and essential analysis, which refers to the future, with the conclusion that the
domestic market is not sufficiently regulated by the standards which apply in countries
in the European Union, on what to do.

This work ends by empirical research related to the application of modern
management concepts Serbian agriculture in the transition period. Geographic has
chosen to explore space Nis District who developed secondary and the aspect of the
overall agricultural policy representative for the research. After statistical analysis of the
collected data, obtained results indicate that the use of modern management concept is
being born. This means that modern managers have enough evidence of practices that the
management system agriculture can drastically improve.

The present monograph is a significant contribution to the knowledge of
management of Serbian agriculture in practice. The more you work covers two important
aspects of research - theoretical and empirical. This way the author’s exhaustive and
detailed the matter of governance Serbian agriculture in transition, thus showing
a solid knowledge of agricultural flows in both Serbia and the European Union.
The work is written in simple, short and concise sentences and truth that is somewhat confusing.
For it is not the case that many of our actions does not in itself rarely contain euphemisms or
categories for which it is necessary to look for solutions in the knowledge matrix terms. Through
the power of experience and knowledge the author has come up with useful information required
for management of agriculture in transition, for which he should be applauded.

In Nis, March 2015
Prof. Dr Slavomir Miletic
University of Pristina,
Faculty of Economics, Kosovska Mitrovica (Serbia)
mil.slavko@gmail.com
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