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1. Yaconmc “ExoHOMMKa” MOKPEHYT je jyna 1954. ropune u nox Ha3usoM  Humiky npuBpesHm
IJIACHUK  M371asVo je Jio jyHa 1957. ropuHe, a xao “TIpuBpegHu rmacHuK” o Kpaja 1969. rogune.
Hasus “Hayka n mpakca” HOCHO je 3aKk/by4HO ca 6pojem 1/1973. rog. kafa fo6uja Hasus “ExoHoMuka”
KOjI U JJaHaC MMa.

2. Yacomnuc cy mokpenymn [Ipyurso exoHoMmucta Hutna u [Ipymtso HHXubepa U TeXHUIapa
Humma (ocTamo kao u3faBad 1o Kpaja 1964. roguse). Yapyskeme Kiburopoha mocraje usgaBad moies
oxi 6poja 6-7/1958. ropuHe. Exonomcku daxynrer y Huury Ha ocHOBY cBoje omnyke 6poja 04-
2021 op 26.12.1991. ropuse moctao je cynsnasad “ExoHomuke”. Takobe n ExkoHOMCKM (akynTeT y
IpulllTiau mocTao je cyusgasad of 1992. roguse. [Toues ox 1992. roguue cyusgasad “Exonomuke”
je u IpymBo 3a mapketusr pernona Hum. Kao cynspasau “Exonomuke” durypupanu cy y ToKy
1990-1996. roayue u PoHy 3a HayIHU paj oniTyrHe Huiil, 3aBoj 3a IPOCTOPHO U ypOAHNCTUYKO
rmnanupamwe Hum n Kopnopanuja Bunep bpoxep Hum.

3. Peny6rmuku cexkperapuar 3a nHpopmanuje CP Cpbuje cBojum Pemerem 6p. 651-126/73-
02 op 27. HoBeMOpa 1974. ropuHe ycBojuo je 3axteB “ExoHomuxe” 3a ymuc y Perucrap HOBuHa.
CxkynmtuHa JIpymTea ekoHomucta Huma Ha cepnuiy o 24. ampuna 1990. roguse cTaTyTapHOM
omTyKoM moTBpAmaa je ga “ExoHommka” mma cTaryc mpaBHor imua. Ha cemumiy CKymuTHHe
Ipymra exonomucta Humr ox 11. HoBeMOpa 1999. ropune noHeTta je opnyka na “ExoHomuxa”
OTBOPY TT0CE6AH >KMPO-PAUYH.

4. TIpema Munubewy Penybmuukor cekperapuara 3a kyntypy CP Cp6uje 6p. 413-516/73-02
ox 10. jyma 1973. rogune u MuHKUCTapCTBa 3a HayKy U TexHonorujy Peny6muke Cpbuje 6p. 541-
03-363/94-02 ox 30. jyna 1994. rogune “ExoHoMuKa” 1Ma CTAaTyC HAy<YHOT U PAHI HAIMOHATHOT
vaconuca “Exonomuka” je modes of 1995. nobuna ctaTyc MelyHapoZHOT eKOHOMCKOT 4acOIINca.

5. YPEOHUIIN: np Josau ITerposuh (1954-1958), Muogpar ®umunosnh (1958-1962), Braroje
Maruh (1962-1964), ip Oparomy6 Crojumkosuh (1964-1967), np Muonpar Huxomuh (1967-1973),
np Oparomy6 Cumonosuh (1973-1984), np Muogpar JoBanosuh (1984-3-4/1988), np [Iparomy6
Cumonosuh (1990-2019), ap 3opan Cumonosuh (2019-10 manac).
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Tamara Radenovié¢, PhD?
University of Nis, Faculty of Economics

INTELLECTUAL CAPITAL INVESTMENTS AS
THE DRIVER OF FUTURE COMPANY PERFORMANCE

Abstract

Considering the twentieth century as a century of ideas, knowledge, innovations,
information and changes, intellectual capital has been an interesting topic during
the past few decades. Namely, intellectual capital is one of the most important
company § strategic resource, which enables creating and sustaining competitive
advantage. As yet, there is no unique approach in defining intellectual capital
investments. The definition of intellectual capital investments depends on the main
aim of study or practical implementation. Thus, the purpose of this paper is to
analyse the different concepts of the intellectual capital investments in order to
clarify the understanding of these investments either as company’s additional
expenditures or as investments that will generate future economic benefits. The
analysis will enable drawing a conclusion whether intellectual capital investments
are appreciated in the company § accounts as expenses or investments.

Key words: Investments, Intellectual Capital, Value
JEL classification: L25, M41, O34

MHBECTULHMUJE Y UHTEJIEKTYAJIHU KAIIUTAJI
KAO ITOKPETAY BYAYRUX HEP®OPMAHCHU NTPEAY3ERA

Arncrpakr

Hocmampajyhu 0sadecemu 6ek, kao 6ex uoeja, 3Hard, UHOBAYUjA, UHGOPMA-
yuja u npomena, UHMeLeKmyaiHu Kanumai je Ouo u 0Cmao UHmMepecaHmua mema
¥V nocieorwux Hekoauko oeyenuja. Haume, unmenekmyannu kanumarn je jeoan 0o
Hajead)cHujux cmpamewkux pecypcea npeoyseha koju omozyhasa cmeaparse u 00p-
JHCasarbe KOHKypeHmceke npedHocmu. 3a cada He nocmoju jeOuHCmeeH npucmyn
¥ Oepunucarwy ungecmuyuja y uHmeileKmyaiHu kanumal. Jepunuyuja uneecmu-
yuja y uHmenekmyaiHu Kanumai 3auc 00 21asH02 Yubd UCHPANCUBAILA UL
npakmuune umniemenmayuje. Omyoa je cépxa 0802 paoa AHAIUUPARsE PA3TUYL-
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MUX KOHYenama uHeecmuyuja y UHmeneKmyaiHu Kanumai Kako Ou ce pasjacHuno
pasymesarse 08uUx UHEeCmuyuja buio Kao 000amuu mpowax 3a npedysekie unu kao
ungecmuyuja Koje he eenepucamu Oyoyhe exoromcke kopucmu. Ananusa he omo-
eyhumu da ce 0ohe 00 3axkwyura 0a 1u ce ungecmuyuje y UHMeneKmyaiH KanumaJ
caeneoasajy Kao mpowKosy Ul UHeecmuyuje y noCI08HUM KRoUeama KoMnauuje.

Kwyune peuu: unsecmuyuje, unmenexmyaiuu Kanuma, 6peoHocm

Introduction

A unique definition of intellectual capital investments has not been found yet,
because it mainly depends on the purpose of a study. On one side, investments are seen
as expenditures for intellectual capital components (human capital, relational capital and
structural capital). On the other side, some researchers see investments in intellectual
capital as intangible investments, knowledge based investments, intangible activities,
etc. (Lentjushenkova and Lapina, 2014). Many researchers observe intellectual capital
investments as the key-drivers of company’s financial performance. The definition of
“investments” is not only focused on financial performance, but also on non-financial
performance such as productivity, quality and improvement (Lentjushenkova and Lapina,
2014). Corrado et al. (2006) define investments as any use of resources that are not used
for the current consumption, but that are used to increase and create long-term benefits.
Most of the researchers link intellectual capital investments to R&D expenses (Bandeira
and Afonso, 2010; Coombs and Bierly, 2006; Liebowitz and Suen, 2000). Based on the
literature, intellectual capital investments are linked to value factors (Dumay, 2012).

The investment has its main ability to make contributions to more than one
production cycle. The investment process leads to the accumulation in the form of an
asset. Investments in intangibles include current and capital expenses for tangible and
intangible resources that will remain in use for more than one year (OECD, 1998). In
practice, expenses related to intangible products are recorded in company’s accounts
within non-capital part or operating part (OECD, 1998).

The goal of the paper is to analyse different definitions from various authors of
investments in intellectual capital in order to clarify whether investments in intellectual
capital and its components are seen as expense or investments for a company.

Conceptualization of Intellectual Capital Investments

In the knowledge-based economy, successful innovations require various kinds
of investments in intangibles that will further produce intellectual capital. Further,
intellectual capital is seen as future earning potential that will be obtained from
investments in different components of intellectual capital and tangible assets at the
same time (RICARDIS project, 2006). The OECD member countries have been rising
awareness about the importance of their investments in the business sector, which
are mainly concentrated on “investment products”, such as R&D, software, training,
marketing, etc. The availability of the financial information still remains scarce and limited
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(Kaplan, 1987). By the study published by OECD (1998), investments in intellectual
capital produce long-lasting rights or assets with or without physical substance that will
generate future economic benefits for a company.

Investing in intellectual capital is highly important for companies that want to
operationalize their strategies and perform better (Riahi-Belkaoui, 2003). Radjenovic
and Kirstic (2017) state that the company’s strategy needs to develop internally the best
competencies and capabilities, such as: databases, skills, organizational and technical
competencies in which a company already has a considerable expertise, as well as to focus
externally on the suppliers’ networks which perform activities that must be bought in the
market. The market-driven companies demand investments in both tangible and intangible
assets at the same time (Day, 1994; Vorhies et al. 1999). The positive results will appear in
the form of increased customer satisfaction, improved internal processes and enhanced final
company’s performance. What remains hidden are values of human resources, information
systems, customer relationships, R&D, creativity and competence basis (Chen, 2002).

Rodriguez-Castellanos et al. (2011) prove that companies that invest in intellectual
capital have a better economic result than those that do not. For Malone (2000), the
biggest challenge for a company is how to convert intangible assets into market value.
Edvinsson (2002) thinks that in the knowledge economy, the present value can change
and be different from the value of yesterday or tomorrow. For example, French companies
very often disclose financial information about “innovation revenues”. Those are the
revenues that come from the newly introduced and developed products. Such revenues
are the proof that French companies have abilities to innovate and very quickly launch
products or services on the market.

Measurement of Intellectual Capital Investments

Sichel (2008) offered three approaches for the measurement of intellectual
capital investments — financial market valuation, other performance measures and direct
expenditure data.

The first approach was explored in depth by Brynjolfsson & Yang, (1999),
Brynjolfsson et al. (2000) and Brynjolfsson (2002), who identified a link between
intangible investments and investments in computers in the US. Each dollar of investments
in computers in a company is linked with between five and ten dollars of market value.
This is explained as a huge interrelation between computer investments and existing
intangibles in a company. Webster (2000) stated that every missing explanation about the
market value of a company not explained by the existing balance sheet of tangible assets,
must be explained by intangible assets.

The second approach uses other performance measurements for measuring
intellectual capital investments, such as: productivity or earnings (Barnes & McClure,
2009). By using the proportion of labour force in jobs that produce intellectual capital
Webster (2000) found that the growth of intangible investments is 2.8% per year for the
last 25 years in Australia. Cummins (2005) insisted that the first two approaches can face
problems and errors in measurement.

The third approach tries to link expenses directly to intangible capital (Barnes &
McClure, 2009). This approach can also face measurement errors and data limitations, like
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the previous two approaches (Barnes & McClure, 2009). Nakamura (1999, 2001) measured
investments in intellectual capital by collecting all expenses in R&D, software, advertising
and marketing, wages and salaries of employees. His results showed that trillions of
dollars were invested in the US, with intellectual capital investments in the amount of 5
trillion dollars. Corrado et al. (2006) expanded Nakamura’s works (1999, 2001) and gave
measurement indicators for the previous study by Corrado et al. (2004, p. 183):

*  Computerized information: Investments in computer software and computer
databases available in national accounts;

*  Innovative property: Scientific R&D and Social sciences R&D are
expenditures on R&D; Mineral exploration is the investment in mineral
exploration available in national accounts; Copyright and license costs are
investments available in national accounts; New product development in
financial industry and new architectural and engineering designs are organized
in 20% and 50% respectively regarding all the purchases by finance industry
and sales of architectural and consulting engineering services;

*  Economic competencies: Advertising is advertising expenditure; Market
research is available from sales of market research services; Human
capital represents all direct costs and wage costs of employees in training;
Organizational capital is 80% and 20% respectively regarding sales of
management consulting services and salaries of managers and administrators.

Regarding measurement, it is doubtful whether measurement should be

expenditure-based or value-based (Lev, 2001; Bosworth & Webster, 2006; Hunter et al.,
2005). Barnes and McClure (2009, p. 37) emphasized four main measurement steps and
challenges involved in investments in intangibles:

1. Collect relevant financial data for expenditures on each intangible asset;

2. Apply time series of nominal expenses;

3. Determine the percentage of expenditure share that will be seen and treated
as an investment;

4. Choose appropriate deflator to calculate the value.

The Potential Effects of Intellectual Capital Investments
on Company Performance

Investments in intellectual capital very often do not generate immediate results
and returns. Some period is necessary to produce effects on company performance.
The results today must come from the investments made in previous periods (Garcia-
Zambrano et al., 2018). Results from investments in intellectual capital components vary
from each other. For instance, studies by Awano et al. (2010) and Whittard et al., (2009)
proved that investments in intellectual capital produce results after 3-5 years regarding
training, reputation and branding, and 4-7 years regarding R&D and software. Previous
research proved that a period of two (Hirschey and Weygandt, 1985) to seven years
(Ballester et al., 2003; Sougiannis, 1994) is necessary for investments in R&D to be
capitalized.

4 EKOHOMUKA X151



©/lpymTBo exonomucra “Exonomuka” Humr http://www.ekonomika.org.rs

Knowledge
based
Economics

Intellectual

Capital

Investments
Competiti- Economic
veness Growth

Entreprise

Value Productivity

Figure 1: Concepts related to the intellectual capital investments potential outputs
(Lentjushenkova and Lapina, 2014, p. 5)

There are seven main potential outputs that can come from intellectual capital investments
(Figure 1), and those are: knowledge-based economics, profit, innovation, competitiveness,
economic growth, enterprise value and productivity (Lentjushenkova and Lapina, 2014).

Analysis of the Existing Definitions of Intellectual
Capital Investments

The Table 1 gives the overview of the definitions of intellectual capital investments
from the literature that will be examined in the further steps.

Based on the existing literature, 24 definitions of investments in intellectual capital
were analysed. From the 24 definitions, 16 definitions see the investments in intellectual
capital as the investment that will bring future economic benefits to a company. This
information proves that the managers are more motivated to make a decision to capitalize
the long-term investments and create future value than to expense them in company’s
accounts. On the other side, the other 8 definitions see investments in intellectual capital
as expenses. At the same time, this proves that investments in intellectual capital are more
often seen as capital expenses, than operational expenses. Damodaran (2009) explores
this issue in his study, where he emphasizes importance of capital costs, compared to
operational costs. Capital expenses are expenses that will last for a longer period, bringing
and generating benefits over multiple periods, compared to the operational expenses that
are observed in just one business year without benefit expectations.
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Table 1: Definitions of intellectual capital investments

-, . o Expenditures/
Authors Definitions of intellectual capital investments P
Investment
1. Hall et al. (1986) Strateglc expenditures must be seen as investments in Investment
strategic assets.
Investments in intangibles include current and capital
2. OECD (1998) expenses for tangible and intangible products that will Investment
remain in use for more than one year.
. | R&D expenditures enhance a firm’s knowledge that is
3. Deeds & Decarolis . .. .
(1999) coming through newly created and developed scientific Expenditures
achievements.
Investments in intellectual capital are seen as intangible
activities. They are simply allocation of resources
focused on:
4. Canibano et al. 1) Acquiring new or developing internally intangible
. Investment
(2000) resources;
2) Increasing the value;
3) Monitoring and evaluating the results of the previous
two steps.
Adpvertising expenditures are used as a key measurement
5. Klock & Megna | for the intellectual capital investments. These expenses
o s . . Investment
(2000) have the positive impact on a company’s Tobin Q ratio
and market value.
Investments in intellectual capital are company’s
6. Roos et al. (2001) | expenditures for intellectual capital components that will | Expenditures
result in a company’s growth in the future.
7. Bontis and Fitz- | Expenditures in training and development are seen as
. . . Investment
enz (2002) investments in human capital.
8. Ballester et al. Labour costs are seen as investments in intellectual
. . . . Investment
(2003) capital, precisely in human capital.
Investment in intellectual capital creates twice as much
9. Abernethy et al. . .
(2003) benefits to a company than the same investment in Investment
physical asset.
Authors examined investments in intellectual capital
components and how those components coexist. To be
more precise, the investments were made in Human
10. Youndt et al. resource management (HRM), Information technology Investment
(2004) (IT) and research and development (R&D). The results
of this study were that HRM and IT investments tended
to be more important than R&D investments across
intellectual capital components
Investment in intellectual capital, precisely in innovation
11. Huang and Liu | capital and IT capital have a non-linear relationship with .
. . . Expenditures
(2005) company performance that implies that investment is not
always better.
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. Values of intellectual capital are used as the intellectual
12. Andriessen & . . e e .
Stam (2005) capital future perspectives that will give insight into the Investment
future power of a company.
Expenditures related to economic competencies,
13. Corrado et al. . .
(2006) innovative property and software are all used as Investment
intellectual capital investments.
14. Coombs & Bierly | R&D expenditures have a systematic influence on
) Investment
(2006) company’s market value.
Investments in intellectual capital or innovative
15. RICARDIS expenditures consist of internal and external R&D .
. . . . .. Expenditures
project (2006) expenditures, acquisition of machinery, training and
license.
Investments in intellectual capital are focused on the
16. Gaponenko and | . . . .
Orlova (2008) intellectual capital creation. The process is orientated on Investment
future benefit creation for achieving company’s goals.
Investments in intellectual capital are defined as
17. Awano et al. . . . . .
(2010) expenditures for software, training, reputations, R&D, Expenditures
design and brand, and business process improvement.
18. Bandeira & R&D expenditures are used as synonyms for intangible .
o Expenditures
Afonso (2010) capital investments.
19. Pickkola (2011) Intellec_:tual caplta.l investments are company’s capital Expenditures
formation expenditures.
20. Boujelben & Investments in R&D, quality and advertising can affect
: . Investment
Fedhila (2011) cash flow operations.
21. Zéghal & The main value creators are intangible investments Investment
Maaloul (2011) valu & Vv : v
22. Corrado et al. Intellectual capital investments are defined as intangible
. . . Investment
(2012) activities for a strategic goal in a company.
Intellectual capital investments are the intellectual capital
23. Molodchik part focused on improving a company’s competitive Investment
24. et al. (2012) advantage and performance that will cause the increase
in company’s value.
. The intellectual capital investments are expenditures
25. Lentjushenkova in different intangible assets and human resources of Expenditures
& Lapina (2014) g p
company.

Conclusion

The clarified definitions by various authors combine different concepts of
intellectual capital investments, whether they are expenditures or investments,
operational costs or capital costs. The paper analysed different definitions of intellectual
capital investments from the existing literature review, and concluded that in the 24
observed definitions authors mostly saw them as investments. This approach improves
understanding of investments in intellectual capital and its components, and their role
in company’s management. With this study, deficiencies in the understanding of current
value creation and obstacles in collecting financial information that are related to the
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investments in intellectual capital can be overcome. This is due to the fact that managers
and decision-makers can be more stimulated to invest in company’s intellectual capital
and expect benefits on a longer time span.
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npemu 0a no2opulajy eKoHoMcKe useiede, Hpooyoe hpacmMeHmayujy mpoicuwma, yepose
NPEHOC MOHEMAapHe NOTUMUKe, NOOCMAKHY CUIA3HYy Nymarky uHgnayuje, ocrade yene
u ypvwe jasHy u npusamty cmaobuiHocm. CeecHa oozosoprocmiu ECB je oozoeopuna
0p30 U ehuKacHo KOOPOUHUPAHUM U AMOUWUOSHUM Mepama Kako Ou yonadicuie youeHe
uHancujcke u ekonomcke Hegosve. Paou noocmuyaja npunazoomsusoe cmasa MoHemaphe
nommuxe, ECB je yceojuna npuspemeny Hecmanoapony mepy Ilandemujcku npospam
Kynosune umosure ( PEPP) ca yiwvem yonasicasarea u nobosmularsa QQUHAHCUJCKUX YCTI08a
U nOHOSHUM NOKpemarsem panyjez 1Ipoepama Kynosure umosure (APP) koju je ycmeper
Ka UH@IayuoHum ovexkusarsuma. Mcmospemeno nojauare cy u npowiupere opyee mepe,
nonym Llumane onepayuje oyeopouroe pepunancuparsa (LTROc, TLTRO IIl u PLTRO)
3a obesbelierve TUKBUOHOCMU U pelakcayujom cmavoapoa xonamepana. Ilpumena
VCEOJeHUX Mepa ¢y ymuyaie Ha Cmaduiu3ayLjy eKOHOMCKo2 U (UHAHCHjCKoe cucmema
EY, nobomwarsy kpeoumuparsa banaxa npedysefia u domahuncmesa, noocmaxie y3nazy
NYymarey UHGIAMOPHUX OYeKUBAbA U YOTadXcUule pusuke 00 (pazvenmayije mpicuuima.

Kwyune peuu: monemapna nonumuxa, ECB, COVID-19, PEPP, LTRO, HoV,
unancujcku yenosu, hunancujcka Kpusa

Introduction

The outbreak of COVID-19 (further COVID-19) in the European Union (EU)
and its rapid spread brought numerous troubles to the health system and threatened to
jeopardize the economy. The shock of the COVID-19, in the inceptive phase, caused a
health crisis with a large number of infected people and many cases with fatal outcomes.
The expansion of the COVID-19 crisis has influenced policymakers in the eurozone
to introduce emergency measures, locks to protect the population from this vicious
COVID-19. At the same time, vaccination and closure measures have by taken to mitigate
and prevent further widening COVID-19s that threatened to turn the health crisis into
a financial crisis of unprecedented proportions. Therefore, the EU countries are at the
beginning of the COVID-19 crisis faced with two serious challenges. Therefore, the
EU countries are at the very beginning of the COVID-19 crisis faced with two serious
challenges. The first challenge relates to protecting the health of the population and
preserving the health system and the second challenge is connections to maintaining
economic and financial stability. The European Central Bank (ECB) was the first in the
defense, as many times before, to react to the COVID-19 defense wall. Concerned but
not surprised, the ECB responded quickly and creatively to the challenges posed by
the expansive of the COVID-19. The ECB encounter three serious challenges: the first
to ensure a smooth monetary policy transmission mechanism, the second to mitigate
market fragmentation, and the third to slow down the inflation path. Miss Lagarde,
Christine, President of the ECB, pointed out that “unlike, in 2008-9, the shock we are
facing is universal: it is common both across countries and across all sections of society.
Everyone has to scale back their daily activities, and therefore their spending, for as long
as the containment measures last. Essentially, for a temporary period, a large part of the
economy is being switched off.”
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Background

The intensification of the crisis COVID-19 caused a decline on the supply side,
which harmed demand. Such a development has led to a worsening of economic activity,
above all, to the tightening of financial conditions. These deteriorations affected the fall
in prices, the increase in yields in certain forms of property, and the euro appreciation.
During the first two weeks of the crisis, in March, indicators expressing the level of stress
in various market segments were very worrying. Financial conditions indices, which
summaries our monetary policy stance by considering price movements in equity, bond,
foreign exchange, and money markets, signaled an unprecedentedly sharp and abrupt
degree of tightening in recent weeks. (Schnabel I, 2020)

Market index the falling value with parallel the increased cost in financing
companies, significantly affected the deterioration of financial stability and further
deepened the uncertainty, and caused worrying. (Momirovi¢, Bankar, 26) Lagarde,
K., says that “the risk-free curve is moving upwards, and the sovereign curves
that are important for determining the prices of the entire property have also shifted
everywhere and become more distracted.” The distinctly negative trend on the financial
markets threatened to challenges risks, especially the risk of falling liquidity and many
markets the correction of property prices upwards. Potential sources of these threats
and unpredictable events would directly jeopardize financial stability and implement
monetary policy.

Graph 1.Indicator of systemic stress in financial markets (CISS) (index)
(0-not stress, 1-high stress)

- Ewoarea
us

09 | 09

1 anrouncanent
08 os

Zf” F‘"w W‘AML v} \.\/m ‘,

“ew 201 20 205 A0 2w A w25 0w 21w 221 ovorze mmmzn 010712020 011102020 01012021

Source: Working Paper Series, No 1426, ECB 2020

The deterioration in financial conditions was most pronounced in the securities
market after liquidity dried up. The value of the shares fluctuated within a few weeks
of the crisis, only to fall sharply by almost 40% as government bond yields rose in
most countries. The fall in shares the value was a signal for the worrying investors
who reoriented themselves and focused on buying property from safe sources. At the
same time, in the acutely fragmented eurozone government bond market, there was an
abrupt widening in the spread of lower-ranking government bonds. It is that spreads of
corporate bonds are showed the levels that were the last during observed the public debt
crisis in the eurozone.
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Graph 2. Corporate bond spread (base points)
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The ECB’s response to the COVID-19

Aware of its responsibilities, the ECB has dedicated special attention to the choice
of measures and policies to respond quickly and efficiently quickly to the difficulties that
have befallen the eurozone economy. Worried that the delayed response would deepen
and spread the crisis, the ECB reacted quickly, decisively, and creatively to mitigate and
ensure that the public health crisis did not spill over into the financial crisis. The ECB
has adopted a policy balance to mitigate financial difficulties and maintain the financial
system and market money conditions. The ECB’s response consists of three carefully
selected sets of compatible measures, namely:

1. Pandemic emergency purchase program (PEPP) and new expanded APP,

2. Lending to the real sector (LTRO, s, TLTRO III. PLTRO),

3. Lender of last resort (last resort of liquidity) to solvent banks.

The adopted new and expanded own existing programs had a threefold goal:

1. To ensure that the overall monetary policy stance is sufficiently flexible,

2. Support the stabilization of financial markets to protecting the transmission
mechanism of monetary policy,

3. Provide sufficient liquidity, in particular, to maintain current bank lending.
(Aguilar, P., Arce, O.,Hurtado, S., Martinez-Martin, Nufio, G., and Thomas,
C.,2020)

The essence of the adopted goals is “first to restore the orderly functioning of euro area
financial markets, which suffered from an extraordinary degree of volatility, fast de-risking,
and thin liquidity conditions. And second to ensure that our accommodative monetary policy
continued to be transmitted to all parts of the single currency area, thereby supporting firms
and households in shouldering the substantial economic and social costs that this crisis would
imply”. (Schnabel I, 2020) ECB has adopted measures to effectively contrast the risks in
order threaten to jeopardize the transmission mechanism of monetary policy to cushion
the blow to the economy, calm inflationary trends, and improve the outlook eurozone.The
global financial crisis, caused by the COVID-19 pandemic, is still ongoing, and its finance
consequences will be seen only in the years to come. (Gavrilovi¢, Vucekovié, 2020)
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COVID-19 emergency purchase program
(PEPP) and new expanded APP

The ECB has adopted a new, unconventional monetary policy measure, the
PEPP-a. PEPP is a provisional measure, which started up on March 18, 2020, with an
initial envelope of €750bn. From March to June 2020, the widening COVID-19 has
affected the deterioration of financial conditions, the decline in economic activity, and the
prolongation of the downward trajectory of the inflationary spiral. The ECB responded to
this shock on July 4 by increasing the initial PEPP envelope by €600mn to €1.350bn to
mitigate and prevent further worsening of the financial crisis. In the fourth quarter, 2020,
there was a new widening of the Covid-19 and the adoption of new locking measures in
many eurozone countries, which threatened to jeopardize the achieved favorable market
and financial conditions. The ECB reacted to this occurrence by expanding the PEPP
envelope by €500bn to €1.850bn. Also, the ECB changed the former time interval for
the efforts and prolonged the PEPP until 22 March 2022, not excluding the possibility
of further extension if the situation so requires. Until the end of 2023, the ECB will
continue to manage the PEPP portfolio to conduct a successful monetary policy.

PEPP aims to decrease borrowing costs and increase lending. As expected that
purchases by the public sectors within the PEPP-a will be carried out flexibly, with
the competence of reference allocations being the capital key of national banks. It will
make purchases during a pandemic “flexibly allocated to asset classes and between
jurisdictions.” (ECB, 2020) The program allows the provisional purchase of property of
the same class from the private and public sectors.

Graph 3. Cumulative net purchases of public sector securities - deviation
from the capital key in%

PEPP: public sector securities cumulative net purchases, deviations from the capital key
(percentage points)
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According to the capital key criterion, purchase effectiveness within the PEPP does
not show a distinctly and deviation or significant instability. There was a discrepancy in
the purchase of bonds through PEPP in Italy and France. It is noticeable that the ECB has
made a large purchase of Italian bonds since the launch of the PEPP. The contribution
of the capital key of Italy is 17% and, the purchases conducted of Italian government
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bonds exceed that amount by 4.6% and amount to 21.6%. In France, the opposite is
cases the contribution of bond purchases was below the level of the established capital
key. Over time, with progressive adjustment, bond purchase by the eurozone countries
achieved at the level of capital keys. Germany’s capital key was determined at 26. 4%,
while their contribution in purchases bonds varied from 25 to 27. 1%. By was observed
that two-month and three-month purchases showed a higher degree of deviation from the
established capital keys.

Graph 4. Purchases under PEPP

PEPP Public Sector Bimonthly Net Purchases
Total cumulative net purchases: €768.1bn
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Source Schnabel 1., (2021) The ECB’s policy response to the COVID-19 pandemic
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By the start-up of the PEPP from March 18, 2020, to January 2021, the ECB
purchased €810bn worth of securities through this program. In the observed period,
securities purchases amounted to 60% of the total targeted program purchases of €1.350
bn. Available data show that the dynamics of securities purchase realize in January 2021
was the lowest by the stat up of PEPP in March 2020. Within the PEPP, APP purchases
were made from March 2020 to January 2021 for €333.2 bn. All categories of property
eligible within the existing APP asset purchase program are also eligible within the PEPP.
The new APP has been recalibrated by an additional €120bn, with purchases take place
with €20bn a month. APP “includes the purchase of euro-denominated bonds issued by
euro area-based non-banking corporations.” (ICMA, 2021) Also, other programs, within,
APP, Covered bond purchase program (CBPPP), and Asset-Backed Securities Purchase
Program (ABSPP) and Public Sector Purchase Program (PSPP), and Corporate sector
purchase program (CSPP), are acceptable and eligible with PEPP. The ECB has also
committed to broadening the range of eligible assets under the existing CSPP to include
commercial notice issued by non-financial institutions, making all commercial notice
of ‘sufficient credit quality’ eligible for purchase under the CSPP. Purchases under the
CSPP are conducted with counterparties that are eligible for the Eurosystem’s monetary
policy operations; these are effectively Eurozone banks. (Norton Rose Fulbright, 2020)
Monthly net purchases of property under the APP will last as long as necessary to
strengthen the adaptive impact of its interest rates that will be complete just before ECB
key interest rates begin to rise. The completed reinvestment of principal payments from
maturity-backed securities purchased within the APP will continue over a long time by
the ECB to raise key interest rates. (National Bank Belgium, 2020) The expanded APP
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aims to purchase a property by the public and private sectors to mitigate and eliminate
the risks of too long a period of low inflation, maintain favorable liquidity conditions,
and an extensive degree of monetary adjustment.

Graph 6. PEPP Public Sector Bimonthly New Purchase (Total cumulative
net purchase EUR 768.1bn

PEPP Public Sector Bimonthly Net Purchases
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In the observed period March 2020-January 2021, through PEPP, bonds were
purchased by the public sector for €768.1bn. Weekly purchases of public sector bonds
were higher at the beginning of the COVID-19 outbreak, with a gradual decline until the
end of 2020. The Purchases remained in great measure concentrated in bonds issued by
Germany (€ 28.1bn), France (€ 21.8bn), and Italy (€18.1bn). (ICMA 2021)

Graph 7. PEPP Private Sector Holdings (Total EUR 42bn)

PEPP Private Sector Holdings
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In the time, March 2020-2021, within PEPP, securities were purchased by the
private sector in the amount of 42bn. In the last quarter of 2020, securities purchases
in the private sector recorded a net-negative balance by the end of January 2021 in the
structure of PEPP purchases, which amounted to 5%.
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Graph 8. Cumulative purchases of corporate bonds through PEPP
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Purchases under the CSPP dropped off in December 2020 (€2bn) before resuming
their usual pace in January 2021 (€4.9bn) 1 This takes total net cumulative purchases
under the CSPP to €255.3bn (of which €54.8bn, or 21%, are primary market purchases,
and €200.6bn, or 79%, are secondary). Including the €22.3bn purchases of corporate
bonds under the PEPP, this takes the total net cumulative purchases of corporate bonds
to €277.6bn. (ICMA, 2021)

Long - term refinancing operations program

The LTROs operations are expected to be of limited range until June 2020 when
they are replaced by the new and expanded TLTRO III. LTRO operations by conducted
through a tender procedure with a fixed interest rate which is the same as the average
interest rate on deposits. Targeted LTROs operations have the role of supporting the
banking sector too, in these irregular conditions, continue to finance and protect the real
sector from distress by supplying which is temporarily financing at an interest rate of
0.75%. At the same time, this program should provide an efficient backup in case of need
and bridge liquidity in the interval until June 2020. By the outbreak of the COVID-19,
the original expanded LTRO operations have provided liquidity to the eurozone financial
system (real sector) for €388.9bn from March 18 to June 10, 2020. After that, the EU
implemented TLTRO III.

TLTRO III is significant for increasing the financial potential and, it will support
banks that lend to small and medium enterprises that are most affected by the COVID-19.
For that purpose, the volume of financial resources for lending was increased and
expanded within TLTRO III by €1.2bn. For more efficient implementation, supply
restrictions have by removed to better harmonized participation in operations, and
significant incentives for pricing in operations have by added. The sharpening of the
crisis in the last quarter of 2020 caused the ECB to extend the initial period of utilization
by one year until June 2022. During that period, the ECB decided to conduct three
additional TLTRO III operations. Also, the ECB has increased its financial lending
potential with the same borrowing conditions to ensure the free flow of credit to the real
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sector. Refinancing interest rates in TLTRO III operations are negative -1% and -0.50%,
respectively. In TLTRO III operations, counterparties will borrow financial means from
the current 50% to 55% of their eligible and eligible loans and available to banks that
achieve targeted lending performance. TLTRO III provides liquidity at lower borrowing
costs and provides banks sources with advantages of financing, which encourages them
to decrease, the issuance of bonds to private markets.

A new PELTRO program was launched by April 30, 2020, adjusted to current
market conditions, to conduct seven refinancing operations for time from May to
December 2020 and will be ceased by September 2021. The program focuses on
supplying liquidity with a fixed interest rate. On December 10, 2021, the ECB broad the
scope of PELTRO operations from four new to the existing seven, which should also be
closed by 2021.

From the introduction of TRLTO III, by June 2020 to January 2021, completed
purchased securities were various for €1.792bn. In the same period, ten TLTRO
operations (3 TLTRO and 7 PELTRO) will implement, by which only tenders of June
24, 2020, is were in the number of allocated funds for €1.3bn by historic. PELTRO’s
financial operations were conducted, through seven tender procedures, between May 21
and December 3, 2020 with €26.57bn allocated.

Conclusion

A non-standard measure of the ECB’s monetary policy, the PEPP has played a
double positive role. First, the stabilization of financial markets has been achieved through
the flexible purchase of large quantities of securities of classes different in all jurisdictions,
thus bypassing the risk of market fragmentation, and second, providing a mechanism for
transmission monetary policy to the entire euro area. Large purchases of various securities,
through PEPP, provided a large amount of liquidity, which had the effect of mitigating the
initial negatives financial conditions caused by the COVID-19. These benefits have helped
keep borrowing costs lower in EU countries that use the euro as their currency.

Also, private sector purchases have significantly contributed to easing financial
conditions for non-financial corporations (NFCs) and encouraged the revival of the
primary market for corporate bond issuance. The spreads of investment bonds NFC and
financial sector bonds relative to the risk-free rate remained stable at 59 and 70 basis
points, respectively, in January 2021. Overall, there were only minor developments in
corporate bonds, with current conditions appearing to be mostly measure based on
ongoing fiscal and monetary policy support. (ECB Bulletin 2021)

Annual HICP inflation fell from 1.1% in the first quarter to -0.3% at the end
of December 2020. In January and February 2021, annual inflation rose sharply from
-0.3 compared to December to 0.9%. The rise in inflation is a consequence of several
external circumstances related to the temporary reduction of VAT in Germany, the impact
of energy prices on basic inflation, and the jump in oil prices on the world market.
Inflation expectations will remain low in the future, even though market indicators of
expected inflation are, in a sense, slightly increased. Inflationary expectations by based
on mitigated pressure on prices due to weak demand in the tourism and travel sector, low
pressures on wage increases, and the appreciation of the euro exchange rate.
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With the introduction of the PEPP, the spread of sovereign yields by stopped,
approaching the level before the COVID-19 crisis. Risk premiums in the government
bond market are decreases and are close to before the crisis levels. The fall in the costs
of companies and households is mitigated the negatives affect the crisis on the economy.

The adoption and implementation of quantitative easing measures (PEPP, TLTRO,
and others measure) have led to overcoming uncertainties related to illiquidity, restoring
and strengthening confidence, and reducing tensions. These displace have had a direct
impact on decreasing the fragmentation of financial markets and raising optimism among
participants.
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Abstract

In this paper, the author examines the domestic and international legal
framework for the contract of carriage of passengers and itspresence in different
transport modes and offers a response to the current challenges. The purpose of
the paper is to analyzethe international and domestic regulations and present the
rights and obligations of contracting partiesin order to facilitate its application
in the emerging practice. The author recognizes passenger transport as a
field full of modern challengescaused by novel, still underresearched risks to
passengers health. Special attention is paid to the contract of passenger carriage
by rail. The advantages of this transport mode are examined, the obligations of
railway carriers and passengers are presented, while the obligation of the railway
carrier to accept transporting any interested person if they have vacancies is
underlined. The analysis focuses on the significance of the contract of passenger
transport in the modern environment where risks to passengers’ healthare present.
The author recognizes passenger transport by rail as a convenient and perspective
branch of passenger transport for both international and domestic passenger
transport. This sort of passenger transport already has the potential to respond to
the challenges of preserving and strengthening the protection of passenger s rights,
above all the right to safe and secure transportation.

Key words: passenger transport, international regulations, domestic regulations

JEL Classification: K120, K200

ITYTHUYM ITPEBO3 - U3A30BU Y CABPEMEHOM
OKPYXKEBY

Ancrpakr

VY oBoM pamy ayTop pa3marpa nurame (qomaher m MehyHapomaHOT) mpaBHOT
OKBHpA yYroBOpa O IPEBO3Yy ITyTHUKA U FHETOBE 3aCTYIUBEHOCTH Y CBAKOAHEBHO]
IIpakcH npema rpanama caodpahaja, 3aje1HO ca OrOBOPOM Ha N3a30B€ IaHALIHUIIC.

" mknezevic@kg.ac.rs, ORCID ID https:/orcid.org/0000-0001-6651-4803
2 This paper is part of the project of the Faculty of Philosophy in Kosovska Mitrovica

“Kosovo i Metohija izmedu nacionalnog identiteta I evrointegracija” financed by the
Ministry of Education, Science and Technological Development of the Republic of
Serbia (project number: 47023).

©/lpymtBo exoHomHucTa “Exonomuka” Hurm 23
http://www.ekonomika.org.rs



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

Hurs panga je ma xkpo3 aHamu3y MehyHapomHUX M JoMahmx mpommca, IpHUOIIKI
npaBa U 00aBe3e YrOBOPHHUX CTpaHa, a CBE TO PAJW HErOBE JIAKIIE NPHUMEHE Y
HOBOHACTAJIO] MPaKcH. AyTOp Npeno3Haje MyTHUYKU MPEBO3 Kao MOTOAaH TepeH
3a M3a30BE JAHAIILUIE, HACTAJIE YCIEe HOBHX, jOII YBEK HEJOBOJHHO ITO3HATHX
pu3mKa 1o 3apaBibe MyTHHKA. [loceOHa maxma mocBeheHa je yroBopy o IMpeBo3y
MMyTHUKA Yy JKEJe3HMYKOM caoOpahajy, mpeaHOCTHMa OBaKBOI IPEBO3a, Kao M
IPUKa3y 00aBe3a JKEeJIe3HUUYKOr MPEBO3HONA U IyTHUKA ca aKIEHTOM Ha 00aBe3y
MPEBO3HOLA J1a IIPUMH Ha ITPEBO3 CAKO 3aMHTEPECOBAHO JIUIIE YKOINKO PACIIOIaxKe
crnobomarM MectrMa. [lpeaMer oBor paja je 3Hadaj yroBopa O MPEeBO3y IMyTHHKA
y CaBpeMEHOM OKpPYXKEbY IJie Cy IIPUCYTHH HOBH H3a30BH I10 3/[PaBJbe ITyTHHUKA.
AyTOp TIpero3Haje MPeBO3 IMMyTHHUKA y JKEIe3HWYKOM caolOpahajy kao moromHy u
NepCIIeKTUBHY TpaHy Iy THUYKOT IpeBo3a 3a MelyHapoxny, anu 1 JoMahu npeso3
myTHHKa. OBa BpCTa MyTHUYKOT TPEBO3a MMa Beh MOTEHNHWjan y OATOBOpY Ha
M3a30BE OUyBarba M jadyarba 3allITUTE ITpaBa MyTHHUKA, [IPe CBera IpaBa Ha CUTypaH
u 6e30emaH mpeBo3.

Kwyune peun: nyTHIUKY IpeBo3, Mel)yHapoanu nponucy, 1omaha perynarusa.

Introduction

Since the beginning of time transportation has played an important role in
labour distribution. The development of transportation services has accompanied the
development of the state and its social and economic progress. The Roman Empire
differentiated between sea and land transport, as can be seen from historical evidence
such as fare prices, vehicle descriptions and comparisons, and the documents of transport
associations which dealt with transport organization. It is interesting to note that the
comparison of prices shows that sea and river transport was much more inexpensive than
land transport (Stankovi¢. 2018). One might say that there is similarity in terms of land
and water transport cost between today’s and ancient states.

What has changed, apart from the fact that transport has been modernized? Is land
transport still more expensive? Is there any room for improvement in today’s world full
of challenges? Today, air transport is expanding, especially in the field oftransoceanic
passenger transport. It is hard to imagine that, until recently, the only possible mode of
transoceanic passenger transport was transport by sea (Cari¢, 2000). Sea transport for
such travel today survives mainly in the form of tourist challenges, cruises, fishing trips
or adventure holidays offered by tour operators.

Passenger transport by air has become the dominant form of transoceanic passenger
transport, and it is gaining a steady momentum as a form of cargo transport in modern
economies. In comparison with water transport, aircraft capacities are yet to be improved.
However, the type of goods being transported, their price and delivery deadlines may
account for selective advantage of air over sea cargo transport. When it comes to passenger
transport it is expected that some other reasons, apart from pricing and efficiency, will
encourage passengers to conclude the contract of carriage in other transport branches.

Competition rules in transport market imply that the development of air transport
will affect the development of road and rail transport, causing the development of new
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transportation vehicles and forms. Passenger safety and health issues will have additional
weight when choosing the type of transport. Today’s circumstances (both domestic and
international) are full of challenges and dangers to passengers’ health. Risk assessment is
expected to become one of the factors determining passengers’ decision on how to reach
a destination (either transoceanic or domestic). Is it safer to travel by air or land at a time
when various viruses are spreading? Can a passenger exercise his/her rights under the
same conditions if health risk occurs in domestic and international passenger transport,
be it road or rail, air, sea or river transport? We have witnessed passengers being detained
in vehicles (a cruiser, an airplane, a train) due to health measures during the Covid 19
pandemic. Only time can tell what are the advantages of certain passenger transport
forms, so that it is logical to expect their current standing to change.

In such circumstances, it is sensible to ask whether the relationship between the
price of land and sea transport will remain the same as it was in antiquity. Today, carriage
of passengers by rail has certain specificities which will give it a competitive edge over
the other passenger transport forms. Until recently, passenger rail transport in Serbia
was an adventure — an archaic, sluggish and uneconomical journey. In spite of that, we
maintain that passenger transport by land, including both road and rail transport, can be
expected to flourish both technically and in terms of passenger safety in the world full of
unexpected challenges and health hazards.

Domestic and international regulations

In carriage of passengers, the undertakings conducting their dominant or additional
business operations conclude contracts of carriage of passengers and goods. Passenger
transport is conducted by cars, buses, mini buses, trains, aircraft, ships, cruise liners
and other vehicles,all of which cannot be listed here. Modern development of road, rail,
air, sea and river transport depends on technical modernization of vehicles. There are
different forms of transport, and various relevant transport contracts:

- contract of carriage of passengers by road

- contract of carriage of passengers by rail

- contract of carriage of passengers by air

- contract of carriage of passengers by sea and inland waterways

To create an environment to conduct modern domestic and international transport,
Serbia has ratified almost all significant international conventions in the field of
transport. We have created a modern transport legislation, codified by transport branches
and international in its character. It is understandable why international conventions and
regulations are present in domestic transport law: it is part of a wider transport community
within which it operates. It is necessary to be included in a wider community, especially
the transport law community, and be aware of the regulations enforced in other countries,
but it also important to always underline the international origin of the provisions of
transport law (Knezevi¢, 2012).

The common domestic source of law for all transport contracts is the Law on
Obligations (The Official Gazette of the Socialist Federal Republic of Yugoslavia, 29/78).
Subsidiary application of general sources of law in transport is applicable only when a
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given institute of transport law is not fully but only partially regulated by a specific law.
It is not possible to provide a unified legal solution for all transport contracts because
every transport form is specific. The existence of separate laws for individual transport
branches means that these laws behave as lex specialis, i.e. they have priority over the
Law on Obligations, which is applicable to all transport forms if there is no separate law
for an individual transport branch.

Every form of passenger transport contract has its special interior, or domestic
and international sources. Domestic sources for passenger transport contracts according
to the transport type are as follows: the Law on Road Transport Contracts (Sluzbeni list
SR1J, 26/95), the Law on Road Passenger Transport (Sluzbeni glasnik RS, 38/2015), the
Law on Rail Transport Contracts (Sluzbeni glasnik RS, 38/2015), the Law on Obligations
and Ownership in Air Transport (Sluzbeni glasnik RS, 87/2011, 66/2015), the Law on
Shipping (Sluzbeni glasnik RS, 96/2015).

The international sources of law for contracts of passenger carriage according to
the transport branch are the ratified international conventions.

The international passenger transport by road is regulated by the Convention on
the Contract for the International Carriage of Passengers and Luggage by Road, signed
in Geneva on March 1% 1973 (The Official Gazette of Socialist Federal Republic of
Yugoslavia, 8/77) and the Convention on the Contract for the International Carriage of
Goods, signed on May 19th 1956 (The Official Gazette of People’s Federal Republic of
Yugoslavia, 8/77). Good business practice also plays a very important role in everyday
business conduct.

The international passenger transport by rail is regulated by the Convention
Concerning International Carriage by Rail (COTIF), (The Official Gazette of Socialist
Federal Republic of Yugoslavia, 8/1984), enacted in 1980, in the form of Appendix A to
Unified Rules of CIV (The Official Gazette of Socialist Federal Republic of Yugoslavia,
International Contracts, 8/1984), which present part of the COTIF Convention (Purdev,
2016).

The Convention aimed to establish a unique legal system for the carriage of
passengers and goods in direct international transport between the convention member
countries. The Convention Concerning International Carriage by Rail, COTIF, was
amended by the Vilnius Protocol in 1999 (Sluzbeni glasnik RS, 102/07).

The European Union accepted the COTIF Convention in 2011, so that the Convention
became part of acquis communautaire. Apart from the Convention, the source of European
law regulating carriage of passengers is the Regulation of the European Parliament and of
the Council on Rail Passengers’ Rights and Obligations (the EU Official Gazette 315/14).
Since COTIF Convention and the Regulation the EU Parliament and of the Council pertain
to the same area, it is important to determine which of the two sources of law has greater
legal strength and priority when regulating the same issue.

It is generally assumed that the international convention shall be applied first, as
expressly stated in the Regulation (Purdev, 2009). The Regulation also resolves issues
not mentioned in the COTIF Convention, such as the additional rights of the passengers,
strengthening passenger rights through increased availability of information pertaining to
transport services and so on. The Regulation establishes rules as regards the information
to be provided by railway undertakings, the conclusion of transport contracts, the issuing
of tickets and the implementation of a computerised information system, the liability of
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railway undertakings and their insurance obligations for passengers and their luggage,
the obligation of railway undertakings to passengers in cases of delay, the definition and
monitoring of service quality standards, the management of risks to the personal security
of passengers, and the protection of and assistance to disabled persons with reduced
mobility travelling by rail (Damnjanovi¢, 2011).

The Regulation gives more rights to passengers in comparison to the solutions
of the international convention. Colliding solutions are inadmissible in cogent legal
norms of the Convention. From the passengers’ point of view, the application of acquis
communautaire in recommendable. The Regulation strengthens the rights of railroad
passengers in order to increase the protection of passengers as consumers. In this manner,
it improves the position of passengers, but also increases the competitiveness of railroad
transport in relation to other transport branches. It regulates in detail the liability of
undertakings in case of passenger death or injury, the passengers’ rights in case of delay,
as well as protection of disabled persons and assistance provided for them. It deals with
passenger rights in case of delay, interruption and cancellation and so on.

The international passenger transport by see is regulated by the Convention Relating
to the Carriage of Passengers and Their Luggage by Sea, the so-called Athens Convention
from 1974 (Sluzbeni glasnik RS, 13/2010-48). The Convention relating to the limitation
of the liability of owners of inland navigation vessels (CLN) signed in Geneva in 1973,
and developed by the Institute for Unification of International Private Law in Rome
(UNIDROIT), regulates the international carriage of passengers by inland waterways.
International carriage of passengers by air is regulated by the conventions which also
regulate the carriage of baggage and cargo: the Montreal Convention (Sluzbeni glasnik
RS, 38/2009), the Warsaw Convention (Sluzbeni glasnik Kraljevine Jugoslavije, 124/31),
the Hague Protocol (Sluzbeni list FNRJ — International contracts and other agreements,
6/59), the Guadalajara Convention (Sluzbeni list SFRJ — International contracts, 3/78),
Guatemala Protocol (Sluzbeni glasnik RS, 38/2009). The Legal board of ICAO proposed
the amended text of the Warsaw Convention on the diplomatic conference of ICAO in
Guatemala in 1971. The so-called Guatemala Protocol amends certain provisions of the
Warsaw Convention and the Hague Protocol by introducing the objective liability of the
carrier in case of passenger death and injury, as well as in case of baggage damage.

By introducing the Warsaw and Montreal conventions, the international community
attempted to unify the private law provisions regulating the international carriage by air
and to achieve higher legal certainty for passengers using air transport. According to the
convention, the passenger is entitled to compensation in case of death or physical injury
caused by the air crash. This pertains to visible damage caused by air traffic accidents.
But, what of the invisible damage caused by an air crash? To this question the answer is
somewhat more complex (Radumilo, 2017).

Passenger carriage contract
The Law on Obligation, section 1 of Article 648, defines carriage contracts as
contracts which oblige one party — the carrier to deliver the other party — a passenger

from the place of departure to the place of destination, while the passenger is obliged
to pay the compensation — the fare. The contract of carriage thus obliges the carrier to
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transport the passenger to a destination, while the passenger is obliged to pay for the
service. The definitions of the contract of carriage which can be found in legal literature
specify that this is, according to its legal nature and function, a legal act regulating a
concrete legal relationship between definite persons (Goode, 2017). The persons are
invariably the carrier as the one side, and the passenger as the other contractual party. It
defines the contractual obligation of the carrier to transport the passenger from one place
to another, that is from the place of departure to the place of destination, providing the
adequate transport and a seat in a vehicle, and the contractual obligation of the passenger
to pay the appropriate price as compensation — fare (Trajkovi¢, 1985).

The contract of carriage by rail obliges the undertakings to deliver the passenger
from departure to destination station, while the passengers are obliged to compensate
undertakings for the cost of transport. The undertakings are obliged to transport the
passenger to the destination station by means of vehicles of the arranged type and category
as specified in timetables and to provide necessary comfort depending on the train type
and journey length. The carrier is obliged to provide, when arranged, the designated seat
in a specified vehicle, as well as additional services.

The contract of carriage depending on the vehicle type can be defined as the contract
of carriage according to transport branches. Depending on the respective locations of the
place of departure and the place of destination (whether they are in the same or different
states) we differentiate between domestic and international passenger carriage.

The contract on passenger carriage by train is international when it involves
transporting passengers from abroad to Serbia and vice versa, as well as when it involves
transporting passengers from abroad to another country via Serbian territory. Domestic
passenger transport by rail is defined as passenger carriage which begins and ends
within the territory of our country. Domestic law also defines international carriage of
passengers as transport of passengers from abroad to Serbia and from Serbia abroad,
including the carriage of passengers from abroad to another country via Serbian territory.

The contract onpassenger carriage by road pertains to domestic transport —
transport performed by a domestic carrier between places within the territory of our
country.

For a contract of carriage to have international character in road and rail transport,
the carriage must involve crossing at least one state border. However, there is the
question of the relationship between international and domestic carriage on EU territory,
especially when it involves crossing member state borders.

The contract on passenger carriage by air is international when the place of
departure and the place of destination are located in different countries, or when they are
in the same country, but involve landing in the territory of another country.

The character of the contract of carriage by sea and inland waterways is determined
by whether the ports of departures and destination are located in one or more states. In
the former case, it is domestic, in the latter — international.

The contract of passenger carriage is concluded between two contractual parties:
the carrier and the passenger. The carrier is predominantly an enterprise conducting
transport. For that reason, general terms of conduct must be publicly known. The carrier
can also be some other person — any person contractually bound to deliver a passenger
for compensation. If transport is free of compensation, the carrier loses its legal rights
and obligations.
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The passenger is the person being transported from one place to the other according
to the contract of carriage. The right to transport is acquired by concluding the contract
of carriage. Thus, the person who has the contractual right to transport is the passenger.
The passenger is defined as natural person who, on account of the contract of carriage
or another valid document, occupies the transportation vehicle, is on his/her way in or
out of the transportation vehicle, as well as the person who accompanies a vehicle or
livestock being transported on account of the contract of carriage for goods (sea shipping
or inland waterway shipping).

However, instead of the passenger, the contract of carriagecan also be concludedwith
the carrier by a third person (most frequently the travel agency). In that case, instead of
the passenger, the other contractual party is the ordering party. In such cases, the contract
of carriageof passengers is concluded between the tourist agency and the carrier, where
the travel agency is the mediator or travel organizer.

The contract of carriage need not be concluded in writing. The contract of carriage
is informal, so that the ticket issued to the passenger by the carrier has the character of
legitimization paper rather than the contract of carriage. In addition to informal contracts
onpassenger carriage, there are formal contract onpassenger carriage by air when one
contractual party is the transport ordering party which concludes the contract of carriage
instead of the passenger. Such contracts are concluded in writing.

The ticked is proof that the contract onpassenger carriage is concluded, although
the existence of the contract of carriage can also be proven by other means, bearing in
mind that the ticket presents a stronger evidence.

In carriage by air the ticket is issued to a specific name, while in carriage by rail
and by road tickets are issued to bearer. In sea and inland waterway shipping tickets can
be issued either to the name or to bearer.

Passenger and carrier rights and obligations against
the backdrop of modern-world challenges

Passenger carriage by rail currently displays certain specificities and trends which
will prove to be advantageous in comparison to other branches of passenger carriage. As
mentioned before, until recently travelling by train in Serbia meant an adventurous feat
involving an outdated, slow and uneconomical journey. It is time Serbia cast aside such
unattractive legacy of passenger carriage by rail. Recent developments have revealed
advantages of rail transport. Hazards involved in air travel, shipping and carriage by
road, where confined spaces of the vehicles present a risk factor for passenger health,
make carriage by rail a much more rational solution. To meet the challenges of the
contemporary world, we attempted to single out some obligations and rights of carriers
and passengers by rail, and to identify specificities and possible shortcomings in
comparison to other forms of transport.

The carrier is obliged to deliver the passenger safely to the place of destination at
specified time and according to the arranged deadline, by means of arranged vehicle and
respecting the timetable, as specified in general terms and conditions of carrier conduct
or in the contract of carriage. Before the transport has begun, the carrier shall provide
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information regarding the conditions of carriage, and admit the interested party at the
beginning of transport. How the ticket will be issued depends on the transportation type,
as explained above. The basic obligation of the carrier is to deliver the passenger safely
and on time. In carriage by air, the carrier is obliged to pay penalties if failing to observe
the contract.

From the point of view of passenger health hazards, some carriers’ obligations are
of particular importance. The obligation of the carrier to admit any interested person on
board is especially prominent when we are dealing with underresearched diseases. How
shall the carrier meet this obligation when anyone can be a potential spreader of disease,
and when they can be denied transport in case of random sampling?

According to the Law on Obligation, the carrier is obliged to admit anyone
meeting the conditions specified in general terms and conditions. If the carrier’s vehicle
is insufficient to accommodate all interested persons, the priority is given to persons
specified in special legal acts, to those who demanded transport first and, in case of
simultaneous demands, to those who travel longer distances.

Since our country is striving to improve and develop passenger transport by train,
the legal effect of such contracts is given special attention. The carrier by train and the
passenger are contractual parties for contract of carriage informally concluded by the
purchase of ticket. The contract of carriage obliges the carrier to deliver the passenger
from the station of departure to the station of destination using the type and category of
vehicle announced in the timetable and providing the comfort deemed necessary for the
type of vehicle and the length of travel. The carrier is obliged to deliver the passenger
to the destination. The carrier is obliged to provide the designated seat and additional
service for the passenger when specially arranged.

In carriage by rail, the contract of carriage can be concluded with a person who
is suffering or suspected to be suffering from a contagious disease only if the conditions
defined in the terms of service are met.

If the passenger develops symptoms of one of the contagious diseases specified
in the terms of service, the carrier is obliged to respect the stipulations and deliver the
passenger to the nearest place where they can get medical assistance.

The carrier by train has the right to refuse to admit the person who if there are
grounds for suspicion that the person will prevent the carrier from meeting the provisions
of the contract of carriage. This pertains to persons under the influence of alcohol or
drugs, persons of indecent behavior or those who do not observe the law. In such cases,
the carrier has the right to remove without reimbursement anyone who disturbs other
passengers or disobeys the public order regulations.

One may ask whether persons business practice will result in spreaders of disease
being added to this list. In our opinion, although such persons may prevent the carrier
from meeting the contractual obligations to other passengers, they should remain outside
the scope of persons who may be denied carriage. What are the carrier’s obligations
in case of sudden passenger illness, when the cause of the disease is unknown is the
question arising from the novel circumstances in our everyday lives.

Another question pertains to whether the general terms and conditions of transport
will become more encompassing or whether this issue will be resolved outside of the
carriers’ mandate regardless of the fact that the risk is located within their vehicles during
the implementation of the contract of carriage to which they are a contractual party. It is
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our opinion that carriers can avoid insoluble situations by providing more encompassing
information to passengers before and during the transport. The carriers’ obligation is to
inform the passenger of the general terms and conditions which are part of the contract
before the transport and provide information regarding the timetable, the fastest transport
mode and the lowest price. There is also special information regarding additional rights
of disabled persons in terms of adequate access and space. Additionally, they provide
information on whether there is bicycle storageroom, which first and second class seats
are available, whether there is room in sleeping cars, which circumstances may result
in delays or interruptions, which services are provided on board and passengers’ right
to complain. During the transport, they provide information regarding the services on
the train, announce next stop and possible delays. Information on passenger safety and
security during transport is of special importance. This carriers’ obligation when there
is a potential disease spreader means that carriers will react as a contractual party in the
contract of carriage.

The passenger has the obligation to purchase the ticket and pay the fare in all
transport modes. The passenger is obliged to purchase the train ticket and pay the fare
before the transport begins.

If there is no ticket office in the place of departure, the passenger shall purchase the
ticket on the train. The carrier is obliged to make it possible for the passenger to purchase
the train ticket on the train, unless it is made impossible due to reservations and other
business reasons, in which case the carrier shall inform the passenger on availability of
e-tickets or other manners of purchase.

The passenger who fails to purchase the ticket in the place with the ticket office
and who cannot show a valid train ticket on the train is obliged to pay the price of the fare
and the additional charge determined by the carrier’s terms of service.

The passenger who has entered the vehicle without purchasing the train ticket shall
pay additional fare if carriers’ general terms and conditions contain such a provision.

If a train passenger does not have a train ticket and refuses to pay the ticket price
(with possible additional charge) the carrier has the right to remove such a passenger
from transport.

The passenger’s right to abandon the contract is exercised if the passenger abandons
the contract before its implementation has started, while the timeframe depends on the
transport mode. For example, in bus transport the passenger can abandon the transport
no later than two hours before the transport begins, while the carrier has the right to
keep 10% of the fare. There are special rules for cases where the passenger abandons
transport because it did not start on time, when the carrier is obliged to return the fare to
the passenger.

In carriage by rail, the passenger has the right to interrupt the journey while
the ticket is valid, in which case the proportional unused amount of the fare will be
reimbursed. The passenger has the right to abandon the contract of carriage by rail before
its execution starts under the conditions announced by the carrier. If the transport does
not start on time, the passenger may exercise his/her right to abandon transport and
demand that the fare be fully returned. The right to interrupt the transport is specified by
carriers’ terms of service.

In case the transport is interrupted, whenthe passenger loses connecting train due
to delay or cannot continue the transport, the passenger has the right to demand the
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carrier should transport him/her to the nearest stop by the next train or in another manner
determined by the carrier without additional charge. The passenger also has the right to
be returned by the carrier, together with the baggage, to the station of departure without
additional charge and with the full refund.

The carrier who has concluded the contract of carriage is obliged to transport the
passenger and the baggage (Knezevi¢, 2009). There are two types of baggage transport:
- Transport of baggage which the passenger has registered with the carrier

- Transport of baggage which the passenger can carry on board (hand baggage).

The carrier is obliged to transport registered baggage and the passenger by the same
vehicle, or by another vehicle if the passenger’s agreement is obtained. The passenger is
obliged to pay additional luggage fee to the carrier who will issue a written confirmation
— the luggage ticket. When it comes to passenger’s personal baggage, the so-called hand
baggage, the carrier shall charge no additional fees or issue tickets.

There are special carrier’s responsibilities for the hand baggage. The carrier shall
pay for the loss of or damage to personal luggage only if the damage is carrier’s fault,
as the passenger is obliged to take care of the personal baggage. For registered baggage
transport the same rules apply as for the carriage of goods. This type of liability is limited.

In carriage by train there is an express provision pertaining to the obligation of the
passenger to obey customs regulations pertaining to hand baggage, luggage and vehicles,
including the objects on or in them, as well as those pertaining to animals. The passenger
must be present during the customs inspection of these items or animals.

Conclusion

When regulating the field of passenger transport in all transport modes, domestic
legislation accepts the solutions of international conventions and agreements and EU
laws, which underlines Serbian dedication to EU integration. Harmonization of domestic
laws is achieved through the Law on Contract of Carriage by Road, the Law on Passenger
Carriage by Road, the Law on Contracts of Carriage by Rail, the Law on Obligation
and Property in Carriage by Air, the Law on Shipping. The contract of carriage of
passengers is the most frequent legal deal, as large numbers of citizens conclude it on a
daily basis. New challenges and health risks in modern world require us to examine the
basic legal aspects of the contract of carriage of passengers. The discussion of carriers’
responsibilities reveals that the carrier is obliged to admit any interested person.

When carrying passengers by rail, the carrier can transport a person infected or
suspected to be infected by a contagious disease only if conditions specified in the carrier’s
general terms and conditions of service are met. If a passenger develops symptoms of a
contagious disease during transport and if the disease is listed in the carrier’s terms of
service, the carrier is obliged to obey the terms of service and transport the passenger to
the nearest place to get the medical assistance. The economic importance of the contract
of carriage is growing. As carrier services improve, so does the consumer (passenger)
protection. The modern environment, both domestic and international, is fraught with
new challenges and passenger health hazards. Health risk assessment will be one of the
factors determining the passenger’s choice of the manner in which he/she will reach his/
her destination (either domestic or international).
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Abstract

There is increasing awareness that the current liquidity crisis could lead
to a solvency crisis, as many SMEs compensate declining revenues by taking
on more debt, often with government support. In 2020 the level of insolvencies
and bankruptcies were kept in check, the number of bankruptcies is expected to
spike in 2021. This raises the question of efficiency of ecosystem, about policy
approaches to support SMEs in need of finance, while not overburdening them with
debt, what motivated the authors of the paper to research the banking loans as the
access to external sources of finance within the SMEs ecosystem support. Also is
analyzed the quality of the sub-dimensions, the legal and regulatory framework,
collateralization options, credit information systems and the financial literacy.
Descriptive statistical methods, as well as field and desk research, were used in the
elaboration of the results. Key results confirmed that SMEs create more lucrative
returns to the whole national economy in the improved access to finance if provided
with better service models enabled by technology and new propositions as clients
- the hypothesis of the research.

Key words: SMEs, ecosystem, access to finance, banks, Serbia
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EKOCUCTEM MSP U IIOAPIIKA ®PUHACHUPAIHLA
BAHAKA Y CPBUJH

AncTpakr

Jaua ceecm o mozyhnocmu oa 6u mexyha Kpuza auUKGUOHOCMU MO21IA 008eCU
00 Kpuse coneenmnocmu, jep muoea MSP nadoxualyjy ceoje onadajyye npuxode
npeysumarem eeyez Oyea, uecmo y3 Opacasny noopuiky. 2020. codune Huso
UHCONBEHMHOCMU U OAHKpoma je jout ouno mozyhe Konmponucamu, 00K ce HUX080
nogehiarve ouexyje y 202 1. 2oounu. To nocmaswma numarse epukacrocmu ekocucmema
u nonumuka noopuike MSP kojuma cy nompebna y 08um OKOTHOCIUMA YPUHAHCUJCKA
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cpedcmea Koja ux ucmospemeHo He Ou 0osoouna y oooamHa Oyeosarba. Osa
nUMarea Cy MOMUSUCANA aymope 0ay pady ucmpaice npucmyn CHOAbHUM U360PUMA
QuHnancuparea -OaHKapcKuM Kpeoumuma y okeupy exocucmema noopuike MSP. ¥V paoy
ce Oabe aHanu3upa Keanumem opyeux OUMeH3Uuja, npagHoe u pecyiamopHoz oKeupd,
onyuje Konamepausayuje, KpeoumHoz UHGOPMayuonoe cucmema u QuUHAHCUjcKka
nucmenocm. 'V pady cy Kopuuijene Oeckpunmuene CmMamucmuuke Memooe, Kao
U mepencka u 0eck ucmpagicugarba. Kwyunu pesynmamu nomspounu cy oa maia u
cpeora npe0y3eub Ccmeapajy YHOCHUje npuxooe Yenoj HAYUOHATHO] eKOHOMUJU aKO
UM ce y KeanumemHom npucmyny OanKapCKum U3gopuma QUHAHCUparsa npyicajy u
00bU MOOenU YCity2a, MeXHONOWKY HANPEOHUjU Kao KIUjeHMUMAa-uimo je u Xunomesa
0602 ucmpadicusarba. CKyna pe2yrayuja QUHAHCUCKUX MPoICUWIma, Hepaseujene
uieme QhuHancuparba U 2apanyuja Koje hunancupa opacasa, BUCOKU NApagucKatiu
Hamemu Moanu Ou, ¢ Opyee cmpaue, O0d/be HAPYWUMU NOCIO8HU amMOujenm 3a
NOCN0BAIbE MATIUX U CPEORBUX NPedy3eld.

Kuyune peuu: mana u cpeorwa npedysehia, exocucmem noopuike, npucmyn
¢unancujama, 6anke, Cpouja

Introduction

Early evidence suggests that bank lending delayed within the 2020 in many areas
ofthe planet. In some cases, lending volumes even increased to fulfill rising demand from
small businesses, as they sought to create up for revenue shortfalls by seizing more debt.
Public policies getting to alleviate liquidity constraints have played a vital role during
this regard. On the opposite hand, alternative financing instruments are being impacted
strongly by the crisis. Specifically, there’s concern that sources like early-stage equity
and trade finance may dry up as a consequence of the pandemic and related containment
measures. Backsliding on the diversification of SME financing instruments, if it
materialises, would reverse a positive trend towards achieving a higher balance between
bank lending and other financing instruments for SMEs.

Governments and central banks have taken monetary and monetary policy
initiatives on an unprecedented scale. Many of the measures have aimed to produce relief
to viable, but illiquid companies to limit bankruptcies. These policies were typically
delivered during a very short period of your time and were receptive an outsized number of
beneficiaries. Given the unexpected nature of the crisis, policy makers have demonstrated
flexibility and a willingness to regulate their approaches as implementation proceeded.
Continued liquidity support on the present scale entails some risks, particularly for public
finances and business dynamics.

Policies going forward are likely to hunt to mitigate these risks. While support
programmes are largely receptive all SMEs plagued by the crisis in its immediate
aftermath, they will become more targeted to demonstrably viable firms within the next
rounds of support. Support may additionally be made increasingly conditional on specific
uses of funds, so as to contribute to medium- and long-term policy objectives.
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Aldough, the economy of Serbia performs well within the areas of business
support services, public procurement, standards and technical regulations, similarly as in
their institutional and regulatory frameworks for SME political opinions, for insolvency,
(Reiserer, 2019), the business environment in Serbia continues to be challenged by many
factors. The regulation of economic markets which don’t allow additional financing
sources for SMEs under the higher conditions, the bureaucratic procedure, a non-
transparent system of parafiscal charges, the high informal sector.

SMEs in Serbia have staged a gradual recovery from the financial crisis, and
as they rebound are looking to speculate. SMEs companies are a awfully important
sector within the Serbian economy (Vojteski et al., 2012), with high GVA creation, new
jobs and exports results (Simonovi¢ et al., 2019). Because the bank lending to SMEs has
been flat in recent years, in keeping with the EC Report (EC, 2018) there is room for
improvement the financial ecosystem and bank lending access. Traditionally, however,
banks have struggled to serve SMEs in an economically sustainable way. SME clients
are typical with small levels of income and with needs that fluctuate by maturity, size and
industry, and are a various group. It’s suggested that leading small business banks can
capture twice the most amount revenue per client, and achieve lending product adoption
fourfold greater, than their competitors.

Online lenders are adept at driving SMEs demand; however, recent challenges
in selling off loan portfolios to banks or investors at expected terms have exposed a
weakness in their business models. There’s need for leveraging their structural advantages
by further digitizing and reinventing the customer experience, learning from attackers-
fintech companies.

The structure of the paper consists of an introduction, the literature review, main
features of the SME sector within the country and the access to finance and quality of the
support ecosystem, with the conclusion and references presentation.

Literature review

The ecosystems are often connected to tech companies like fintech are,
but they’ll offer to banks to a novel and scalable solution to the competitive
challenge. FinTech’s offer traditional banking products, bat also many other business
services like invoicing, payroll, tax preparation, and inventory management, and with
innovative service models that increase income and reduce costs. Banks have great
advantages, including rich data and SMEs as customers’ trust, to expand beyond
their traditional limits into adjacent businesses (Curcic, & Durkalic, 2019). during
this research are outlined some ways how banks can win a big share of SME revenue
pools and maximize returns using an innovative ecosystem proposition that addresses the
requirements of SMEs (Grozdanic et al., 2012), describing what it takes to achieve an
SME ecosystem, what’s illustrated within the SMEs ecosystems beyond core banking
The ecosystem framework puts particular emphasis on the legal and regulatory aspects
for facilitating access to finance for SMEs in Serbia.

The macroeconomic environment, the health of the local financial market and also
the overall creditworthiness of enterprises impact are a posh interaction of a range of
determinants linked to areas like the access to finance for SMEs (Figure 1).
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Figure 1. SME ecosystem and core banking
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These are the reasons for permanent improvement of the:

Legal and regulatory framework which focuses on the legislation
facilitating access to finance, including protection of creditor rights,
facilitating the employment of collateral and credit information, and banking
and exchange regulations, with credit rights, register, credit information
bureau, banking regulations, stock market,

Bank financing, including the lending practices of the Serbian banking
market and also the availability of credit guarantees, with the banking lending
practices and conditions, credit guarantee schemes, and

Financial literacy, analyzing government efforts to market financial know-
how among the businessmen and wider population, with planning, design,
implementation, monitoring and evaluation (Abreu & Mendes, 2010;
Atkinson, 2017).

SMEs role in Serbian economy

SMEs with 357 234 enterprises hold a dominant place making in Serbian economy, as
they hold 99.8% of the total business population. A majority of 96.2% are micro-enterprises,
small enterprises make 2. 96%, medium-sized enterprises 0, 66%, and 0. 15% are make up by
large enterprises. Serbia has the 50.9, SMEs per inhabitant in 2018 (Serbian Report on SMEs,
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MEF, 2018), 66.00% of total business sector employment, value-added (10 927 million EUR)
and 39.25% of Serbia’s exports (Table 1).

Table 1. SME sector performance in Serbia, 2017.

Number of enterprises Employment Value-i(/}gi()i (oL Frports
No. Share No. Share No. Share Share
SMEs 357234 99.85% | 873462| 66.00% 10927 56.66% | 39.25%
Micro 344279 96.23%| 415762 31.42% 4241 21.99% 7.95%
Small 10 583 2.96% | 213380 16.12% 2963 15.36% 11.05%
Medium 2372 0,66% | 244320 18.46% 3723 19.30% 11.05%
Large 521 0.15%| 449963 34.00% 8359| 4334%| 60.75%

Source: Authors, based on World Bank Open Data (database), https://data.worldbank.org.

Looking to the sectoral distribution of SMEs in Serbia, distributive exchange bills for
27.2% of the full SME population, and 15.5% of all SMEs in Serbia perform within side the
production region (Table 2). The wide variety of SMEs in each sectors has decreased, from
18.0% to 15.5% in production, and from 34.0% to 27.2% in distributive exchange. Most of
SMEs perform in production, exchange region, and offerings in which can be transferring
small companies (Ministry of Economy, 2018).

Methodology and findings

The desk and field research are base methodological tools used for the findings of
the paper. Also are used outcomes of OECD, National financial institution and EBRD
evaluation and files recommendations. In those analyses and data, the get admission to to
finance for SMEs don’t forget to be in region in in addition sub-dimensions:

—  Within side the felony and regulatory frameworks are determined major

improvements,

—  Insurance and help to the credit score records of SMEs has been increased via
way of means of credit score data systems,

—  Subsidized lending to SMEs as public area interventions is found out with
slowly transferring closer to credit score guarantees. According to the
evaluation because the dominant supply of finance in Serbia for SMEs is
financial institution lending (at 43% of GDP in 2017). Loan situations are
normally much less favorable for SMEs, reflecting lenders’ perceptions of
the chance of default. However, systemic boundaries continue to be in Serbia.
(Figure 2). According to the National Bank of Serbia Survey (2020).

New financial institution lending to SMEs multiplied via way of means of 17.2%
wherein loans in overall company loans multiplied to 44.5% (the inventory of SMEs
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mortgage in 2018 changed into EUR 6.5 billion). Lon-term loans amounted to 77.2 of
overall SMEs loans. Lending conditions are improved. SME mortgage programs to
overall wide variety of SMEs changed into 14.4%. Rejection charge (SME loans legal/
asked reduced from 28-17.0% in 2019. Utilization charge of SME loans used/ legal
multiplied from ninety to 94.0% in 2019. According to the Trading economics (2020)
loans to the non-public area averaged 796 828.71 RSD million (from 2004 -2020)
achieving an all-time excessive of one two hundred 863 RSD million.

Figure 2. Banking loans to SMEs in Serbia, 2019-2020. (RSD Mill.)
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1180000

1160000

1140000

1120000

1100000

l I 1080000

- - 1060000
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Source: Trading economics, 2020.
SMEs in Serbia in 2017 (EC, 2017), broadly speaking have used small loans as
much as 25.000 EUR (37% of a complete range used loans within side the year), 25%
SMEs - as much as 100.000 EUR, and over million EUR, 9% of SMEs (Table 2).

Table 2. Serbia, banking loans to SMEs, economic forecasts, 2020-2021.

Serbia 2020 2021
Interest Rate (%) 1.50 1.25
Interbank Rate (%) 1.18 1.33
Deposit Interest Rate (%) 0.50 0.75
Lending rate (%) 2.50 35
Loans to Private Sector (RSD Mill) 1.50 1.25

Source: Trading economics, 2020.

The weights used for get entry to to finance size and its sub-dimensions are
provided in Table 3. To a rating of 3.72 is classed financial institution lending for SMEs.
Relatively excessive rating, or better from in advance years comes from the multiplied
macroeconomic balance of the economic system and progressed overall performance
of the Serbian banking region In contrast with the international locations. The common
rating for the international locations of the Western Balkan location is 5.53.

40 EKOHOMUKA EXZ)



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

Table 3. SMEs access to finance in Serbia, 2019 (1-5 scores)

Bank lending V{:\igl ;Zg WB average | Weights
1. Access to finance for SMEs 3.72 3.53

1.1 Legal and regulatory framework 4.38 4.14 60%
1.1.1 Creditor rights 4.27 4.20 24%
1.1.2 Registers 4.45 4.58 24%
1.1.3 Credit information bureaus 5.00 4.55 24%
1.1.4 Banking regulations 4.50 3.79 14%
1.1.5 Stock market 3.29 293 14%
1.2 Bank financing 2.80 2.67 20%
1.2.1 Banking lending practices and conditions 3.12 3.61 60%
1.2.2 Credit guarantee schemes 2.33 2.30 40%
1.3 Financial literacy 242 2.19 5%

Source: OECD, 2019.

Discussion

Bank lending is still the dominant supply of finance for SMEs in Serbia, specializing
in SME lending. Systemic troubles stay, as mortgage situations are normally much
less favorable for SMEs, reflecting perceived dangers with the aid of using creditors
approximately their potential to repay. Government is slowly moving in the direction
of greater commercially aligned solutions, however the sponsored lending remains an
frequently shape of Public zone interventions. Legal and regulatory framework regarding
economic troubles place well-advanced in Serbia. The framework for secured creditors,
such as out-of-courtroom docket settlements and courtroom docket strategies seem to
have emerge as greater green in current age.

The concrete felony adjustments are but to be visible to boost up enforcement procedures,
which stay a bottleneck. Overall banking rules of Serbian are consistent with guidelines of Basel
II and Basel III. Legislation and management framework as authorities’ coverage response,
have a variety of help activities, just like the Strategy for SMEs development improvement.
Many authorities’ institutions, are worried in the porogramme relate each to economic help:
loans, subsidies, improvement of exports help in coming into deliver chains, and non-economic
help- education, requalification, expert and consulting assistance.

The part of the assisting SME surroundings are in addition measures:

— The application for help start ups is carried out with the aid of using the

Ministry of Economy in cooperation with the improvement Fund of the
Republic of Serbia, with overall to be had offers to the belief quantity to
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RSD two hundred millions. Funds below this programme may be used for:
upgrade, buy of equipment, everlasting operating capital,

— Programme for captivating entrepreneurship thru help investments meant
for buy, of recent or used manufacturing equipment, software, production,
everlasting operating capital , as much as 20% of the overall funding carried
out with the aid of using the Ministry of Economy in cooperation with the
improvement Fund of the Republic of Serbia,

— Digital transformation help programme, which is carried out with the aid of
using Serbian Development Agency, to help SMEs within side the virtual
transformation process, as much as 50% of the eligible expenses at the
precept of reimbursement (Jevtic et al., 2020; 2014) The price range of the
programme is RSD 70 million, and

— Loans ensures for micro and small felony entities for renovation of
contemporary liquidity, funding loans for procurement ok production and
upgrading of commercial enterprise facilities, loans of the Agency for
Insurance and Financing of Exports (AOFI). The hobby within side the
nearby banking device might be in addition induced giant with the aid of
using this economic condition.

Foreign exchange risks can pose a specific trouble to the SMEs that are extra
unhedged in opposition to them. In 2018 are prioritized overseas alternate-listed loans
in new Policy Coordination Instrument Agreement among Serbia and the International
Monetary Fund which excessive stage want to be decreased.

The infrastructure round credit score records is solid. A registration gadget with
and the cadaster despite the fact that now no longer absolutely to be had online, has been
in vicinity for numerous years, and are in large part practical and actively utilized by the
nearby banking gadget. A privately run credit score records bureau has been in vicinity
on the grounds that 2004, overlaying 100% of the Serbian grownup population.

Public availability is constrained because of Serbia’s specific law that calls for
non-public consensus to any credit score search. In 2016 become amended the capital
marketplace regulation.

The motive of the regulation become first off to reinforce capital marketplace
supervision and decrease dangers of marketplace manipulation, too. However, in addition
cognizance constructing is wanted approximately the advantages of capital markets
finance, which include a South-East Europe link, to absolutely take advantage of capital
marketplace finance possibilities for SMEs. High degrees of non-appearing loans (NPLs)
have additionally been decreased systemically.

A plan on NPL (supported through the EBRD, IFC, IMF and the WB), is actively
enforcing in Serbia. NPL degrees have fallen (from 20% in 2015 to under 10% in
2017). Measures for nearby foreign money lending growing apprehend the dimerization
approach awareness with the National Bank of Serbia, collectively with the resilience
of the Serbian monetary marketplace. Due to the persevering with erotization of loans,
alternate price dangers persist, in particular for smaller businesses.

In addition is established the effect of environment law to average SMEs in Serbia
overall performance for the length 2012 to 2020, through summarizing the signs of
competitiveness and doing business (Figure 3).
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Figure 3. The impact of ecosystem regulation to overall SMEs in Serbia performance, 2012-2020
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Source: Authors according to WB, WEF data, 2020.

Conclusion

Banking finance within the SMEs ecosystem support has been researched in this paper.
It may be concluded that the get entry to and wider collateralization alternatives are
facilitated thru a higher prison and regulatory framework, in addition to the possibility
for SME:s to construct a credit score records thru the credit score records structures which
insurance expands. The enterprise surroundings in Serbia has been improved.

Public area interventions to ease SME get entry to to finance stays common.
Government is slowly moving closer to extra commercially aligned answers along with
credit score guarantees, and lending has slowly centred on SMEs, despite the fact that the
banking area is in right shape. There isn’t clean strategic method to address shortcomings
on this area. In leveraging investment thru aid schemes, for SMEs might be essential now
no longer to cause them to depending on persevered public finances aid, and purpose
a likely risk connected with possible marketplace distortions. Systemically monitored
ought to be aid programme and evaluated in opposition to overall performance indicators,
to attain the ones SMEs maximum in want of aid and altered as wished (OECD, 2019).

Public area aid might be wished within side the sports of the monetary literacy ranges of
SMEs development. Main pointers for the development surroundings situations for SMEs issues on:

— SMEs competitiveness development, via way of means of Government
and personal area intensifying their engagement in improving regulatory
situations, in reducing red tape,

—  Credit assure schemes facilitation in higher get entry to to finance for SMEs,

—  The in addition SMEs inclusion into worldwide cost chains and new markets
open up,

—  The local co-operation increasing via way of means of given the dimensions
of Western Balkan economies, supplying resources - as innovation and
pleasant infrastructure as a cost-green manner for SMEs to scale up past their
home capacities,
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— To assure performance and first-class use of public funds, a scientific
assessment of aid programmes for SMEs might need to be an extended run.

Following the developments within side the digitization of the sports, virtual
channels are predicted to be an an increasing number of essential approach of engagement
among banks and SMEs within side the subsequent 3 to 5 years. The aspiration is
extraordinarily straightforward—provide SME clients the goods they need and the Omni
channel connection they prefer. Bank executives ought to try and an aspirational goal
for SME unit from Serbia, with growing the financial advantages to deliver, accounting
for aggressive dynamics and enterprise evolution, and shooting increase throughout all
essential dimensions of the SME segment. There might be new investments to innovate
alongside those dimensions.
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Abstract

In today s turbulent business environment, acquiring and developing leadership skills
is one of the key challenges for managers, and emotional and social competencies are
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factor necessary for building positive psychological climate in an organization. The
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superiors and encouraging employees by managers to put an extra effort into doing their
job. The aim of this paper is to determine the relationship between social competencies
of manager and the outcomes of leadership. The research was conducted on a sample
of 30 employees in 8 organizations with more than 50 employees. Standardized ESCI
(Emotional and Social Competency Inventory) and MLQ (Multifactor Leadership
Questionnaire) questionnaires were used for the purpose of the research. Data analysis
was performed using Spearman rank correlation and standard multiple regression. SPSS
25.0 sofiware was used for data processing. A limitation of the study is the sample size.
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cneyuguuHoe cema KoMnemeHyuja npecmaesba KoyuHu (hakmop Heonxooan 3d us-
2paory no3UMueHe NCUXOIowKe Kaume y opeanuzayuju. Ilpeomem paoda je ananusa
CoYUjanHux KomMnemeHyuja MeHayepa Kao wmo cy OpyumeeHna ceecm (emanmuja
U ceecm 0 Op2anu3AyUju) U YNpasmbare 0OHOCUMa (Ynpassodarse KOH@OIUKmMumA,
ycaspulagarse Opyeux, Yymuyaj, UHCHUPaAmuero audepcmeo u mumMcKu pao), Kao u
AHAIU3A UCXOOA TUOEPCMBA KOJU ce MaAHUpecmyjy Kpo3 nepyunupany epexmus-
HOCm udepa 00 Cmpane 3anocieHux, 3a0060/bCMEO 3aN0CIEHUX HENOCPEOHM Ha-
depehenum u noocmuyarbe 3anocienux 00 cmpane meHayepa 0a yiodxice 000ammu
mpyo y obasmarwe ceoe nocia. Lluw pada je ymephusarwe perayuja usmehy co-
yujannux Komnemenyuja menayepa u ucxooa auoepcmea. Mcmpaoicusarse je cnpo-
6edeHo Ha y30pKy 00 30 3anocnenux y 8 opeanusayuja ca suuie 00 50 3anocieHux.
3a nompebe ucmascusarna xopuwhenu cy cmanoapouszoganu ynumuuyu ESCI
(Emotional and Social Competency Inventory) u MLQ (Multifactor Leadership
Questionnaire). Anaausa nooamaxa je uzepuiena npumenom Cnupemanoge Kope-
aayuje u cmandapoue suuecmpyke peepecuje. 3a 06pady nooamarxa kopuuihen je
cogpmeep CIICC 25.0. Ocpanuuerse cmyouje npedcmas/voa 6eUYUHA Y30PKA.

Kwyune peuu: menayepu, coyujanne Komnemeryuje, ucxoou 1U0epcmed, 3anocieHu
Introduction

For many years, the topic of leadership has been in the center of researchers and
scientists’ attention. In the focus of that researches are managers. That is expected, because
one of the basic management roles are interpersonal roles, which is derived from authority
and relationship at the manager-employee level (Strugar-Jelaca, 2018) and one of the most
important of that roles is role of leader. Contemporary business conditions, characterized
by a high level of uncertainty, create an increasing need for the development of specific
leadership competencies. It is very important to emphasize that there is no one right
leadership approach (Berber et al., 2019) and leadership should not be focused on one
single position or individual, but on certain characteristics that have to be developed by
managers and then by all the members of the organization (Vuji¢ et al., 2019).

In recent years, both in theory and in practice of leadership, the importance of
emotional intelligence has been increasingly emphasized. The importance of emotional
intelligence as a new type of intelligence was pointed out by Salovey & Mayer (1990), and
the one who popularized the concept of emotional intelligence and pointed out its importance
in the sphere of leadership is Daniel Goleman (1995).

Traditional, cognitive approach to business rejected emotions in business, considering
them bad and undesirable, as something that prevents rational thinking and prevents effective
decision-making (Albrow, 1992). It was considered that business people should be engaged
exclusively in achieving business success, i.e. profit, and managers are required to have the
same approach to all the employees, not paying attention to individuality, diversity of their
employees. Emotions at work, as we have already mentioned, are a sign of weakness, failure,
error. Today, understanding personal emotions and those of others, as well as possessing
knowledge and skills for managing emotions, is a necessary condition and an important
factor for success in management positions.

The aim of this paper is to determine the relationship between social competencies
of managers and the outcomes of leadership. Specific goals, as components of the entire
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research area, relate to identifying social competencies of managers, as well as determining
the outcome of leadership in the form of perceived effectiveness, employees’ satisfaction
and leaders encouraging the employees to extra effort.

The paper consists of theoretical and empirical part. The theoretical part will provide
an overview of the existing literature and prevailing views in this area, based on which the
hypothesis will be set, and the empirical part of the paper will present the results of primary
research.

Paper’s theoretical foundations
The concept of emotional intelligence

The importance of emotional intelligence as a new form of intelligence was pointed
out by Mayer & Salovey in 1990. Since then, this topic has been intensively researched.
Mayer & Salovey suggest that emotionally intelligent people perceive emotions accurately,
understand emotions and their meaning, and know how to manage their own emotions as
well as those of others (Mayer et al., 2016).

The concept experienced its expansion after the publication of the book “Emotional
Intelligence”, by Daniel Goleman in 1995. The author defines emotional intelligence as “a
set of emotional skills that allow us to choose the right way to use feelings and affective,
instinctive mechanisms in interaction with other people, as well as to understand and improve
our own personality” (Goleman, 1997, 317). The same author introduced the concept of
emotional intelligence into the sphere of leadership and pointed out the importance of
emotional intelligence for a leader (1998).

Emotional intelligence contributes to positive attitudes, behavior and outcomes,
implies the application of emotional skills to achieve the desired behavior. In line with the
above, it is an essential quality of a successful manager (Cooper, 1997; Goleman, 1998), an
important component of communication within the team (Yost and Tucker, 2000), as well
as one of the key factors contributing to better employee performance and commitment
(Abraham, 1999). Emotional intelligence has become extremely important as a measure
to identify potentially effective leaders, and a means to develop necessary leadership skills
(Palmer et al., 2001).

In his research, Daniel Goleman discovered that intelligence (IQ) and technical skills
are necessary for success, but they are not enough. Comparing technical skills, intelligence,
and emotional intelligence led him to conclude that emotional intelligence (EI) is twice
as important for jobs at all levels. David McLeland, in his 1996 study conducted on an
example of a global food and beverage company, concluded that the best-positioned leaders
had a high degree of emotional intelligence (Goleman, 2004). The same author, in a study
conducted in 1998, concluded that there is a certain limit to emotional competencies that
makes it possible to distinguish exceptional managers from the average ones (McClelland,
1998).

There are three key approaches to emotional intelligence in literature: Emotional
intelligence is an ability (Mayer et al, 1997), they believe that emotional intelligence is a
form of social intelligence that includes the ability to perceive one’s own and others’ feelings
and emotions and use this information in guiding their own thinking and behavior (Mayer
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and Salovey, 1997, p.27); Emotional intelligence is a dimension of personality (Petrides
& Furnham, 2000; Petrides et al. 2007) The authors Petrides & Furnham (2000) were the
first to propose a distinction between emotional intelligence as ability and as personality
characteristic. Unlike the ability approach, which is related to real abilities, emotional
intelligence as a dimension of personality should be explored within the framework of
personality, more precisely, it implies self-reporting (Petrides & Furnham, 2001). Emotional
intelligence is a competence: it permeates different psychological domains - a mixed model

(Goleman; 1995; Bar-On, 1997; Goleman et al., 2004; Boyatzis, 2011) which, besides
abilities, also includes non-cognitive features.

Emotional and social competencies

The notion of emotional intelligence as a set of emotional and social competencies
rests on a mixed model developed by Goleman (1995), which was later perfected.
Emotional intelligence consists of 12 competencies that are grouped into four clusters:
self-awareness, self-management, social awareness, and relationship management. The
first two clusters represent emotional competencies, and the other two represent social
competencies (Boyatzis, 2019). Emotional competencies are the ability to recognize and
understand one’s own emotions, and social competencies are the ability to recognize and
understand the emotions of others, as well as using such information in order to achieve
superior performance (Emmerling & Boyatzis, 2012).

The instrument widely used to test emotional intelligence (emotional and social
competencies), and that was used in this research is a standardized ESCI questionnaire
(Emotional and Social Competences Inventory), developed by the consulting organization
Hay Group in collaboration with Goleman & Boyatzis (Hay Group, 2011).

The importance of emotional and social competencies is indicated by Cheriss (2000)
who states that 2/3 of the competencies associated with superior performance in the workplace
are emotional and social in nature (Cheriss in Seal et al., 2006). Research that focused only on
social competencies is rare, despite the obvious importance of these skills in everyday business
involving social interactions, which is especially important when it comes to leadership and
the relationship between managers and employees in organizations (Riggio, 2010). The
importance of possessing social skills for a leader in a modern dynamic business environment
is very high. According to Strukan et al. (2019) leadership and change are synonyms. Leaders
are increasingly turning to developing high-quality interpersonal relations between the leaders
and employees (Strukan et al., 2019), therefore, from authors’ point of view, the social skills of
leaders are the key factor for achieving good relations between leaders and employees and a
necessary condition for creating a climate in which changes are accepted.

Leadership outcomes
Leadership outcomes are presented through effectiveness, extra effort and
satisfaction. Extra effort is presented in the context of leaders’ ability to strengthen the

desire of their followers to be successful and willing to make an extra effort to achieve
more than they think they can and expect, or to realize their potential (Bass & Avolio,
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1997). When it comes to effectiveness, it should be emphasized that the perception of
leaders by followers is important, i.e. whether followers perceive their superiors as
effective in achieving goals and representing their interests before a higher authority,
as well as whether employees perceive their work group as effective (Bass & Avolio,
1997; Jelaca et al., 2016). Satisfaction is reflected in employees’ satisfaction with their
superiors and their management methods (Bass & Avolio, 1997).

In previous research, transformational leaders were mostly associated with positive
leadership outcomes (Wang et al., 2011; Sadeghi & Pihie, 2012; Dabke, 2016). Contributing
to this, transformational leaders strive to raise the level of awareness of their followers,
promoting moral values and inclusion of emotions, as well as promoting goals that include
freedom, justice, equality (Tasi¢ et al., 2020). If managers want to become a transformational
leaders, they must be engaged with followers to exert influence, consider employee needs,
coach, inspire, and stimulate (Rubin et al., 2005). In line with previous mentioned, many
researches show that coaching has an impact on satisfaction with manager (Szabo et al.,
2019), than trust in the leader correlate positively with satisfaction with leader (Bartram &
Casimir, 2007). According to Webb (2008) followers are more satisfied and motivated by
leaders who possess great energy, high levels of self-confidence, strong beliefs and ideals.
Such leaders, exept they ecourage higher level of satisfaction of followers, they are perceived
as effective and motivate employees to make additional efforts to realize their potential.

The instrument most used to examine leadership outcomes, and used in this study as
well, is the standardized MLQ-5X questionnaire (Multifactor Leadership Questionnaire)
(Bass & Avolio, 2000; Bass & Avolio, 2004).

Emotional intelligence and leadership outcomes

Researches that has focused on relationship between emotional intelligence
(emotional and social competencies) and leadership outcomes (effectiveness, extra
effort, and satisfaction) exist, but not in large number. The results of a study conducted on
a sample of 110 top managers have shown that there is a statistically significant positive
strong relationship between emotional intelligence and leadership outcomes (extra effort,
effectiveness and satisfaction), with the strongest relationship proven between the ability
to identify and understand the emotions of others and leadership outcomes (Gardner,
2002). Schaap & Coetzee (2005) demonstrated positive relationships between emotional
intelligence and all three leadership outcomes in a sample of 100 managers.

The authors more often linked emotional intelligence and one of the outcomes of
leadership, and most often it was the effectiveness of leaders, and research has proven a
positive link between emotional intelligence and leaders’ effectiveness (Kerr et al., 2006;
Nabih et al., 2016). Effective leaders, in addition to traditional competencies, also have
a high level of emotional intelligence. Van Oosten found that there is a positive impact
of emotional competencies on leader effectiveness (Van Oosten, 2013), and Guerin et al.
found that social skills are predictors of leader effectiveness (Guerin et al., 2011).

Based on the previous review of the literature and the prevailing views, the
following hypothesis was set:

HI1: Social competencies of manager are positively related to leadership
outcomes (extra effort, effectiveness, and satisfaction).
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Methodology

The research was conducted at the beginning of 2020 on a sample of 30 employees
from 8 organizations that have more than 50 employees. Out of the total number of
employees, 67% work in the private sector and 33% in the public sector. 19 respondents
were males and 11 females. The largest number of respondents (66%) belonged to the age
group 25-44 years. When it comes to education, 8 have completed High school, 4 three-
year Vocational studies, 12 four-year Academic studies and 6 respondants completed
Master studies.

The questionnaires used for the research are ESCI (Emotional and Social
Competency Inventory) (Hay Group, 2011) and MLQ Questionnaire (Multifactor
Leadership Questionnaire) (Avolio & Bass, 2004). The standardized ESCI questionnaire
consists of 68 questions, measuring leaders’ emotional intelligence (social and emotional
competencies). The issues were grouped into four clusters: self-awareness, self-
management, social awareness, and relationship management. The first two clusters relate
to emotional competencies and the other two to social competencies (Boyatzis, 2019, p.
10). Out of a total of 68 questions, 38 measure leaders’ social competencies, which is
the focus of the research. Nine questions from the standardized MLQ questionnaire were
used to measure leadership outcomes. A five-point Likert scale was used to evaluate all
the responses.

Analysis of research results

In the first step, reliability of the measurement scales used in the research was
checked, and it was determined that the Cronbach’s alpha coefficient is 0.905 (social
competencies), i.e. 0.935 (leadership outcomes), which indicates that the measurement
scales are reliable and appropriate for measuring social competencies of manager and
leadership outcome.

Table 1: Spearman correlation (N=30)

Social Leadershi
M SD competences of cadersip
outcomes
manager
Social rho 1.000 .619™
competences 3.6494 .3990
of manager p - -000
Leadership rho .619™ 1.000
3.8139 .8902
outcomes p .000 _

Source: Author s calculation

Based on the results shown in Table 1, it can be concluded that there is a strong
positive correlation between managers’ social competencies (social awareness and
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relationship management) and leadership outcomes (r =0.619; n = 30; p = 0.000) which are

reflected in positively perceived effectiveness of the leader by the employees, employees

>

satisfaction with the immediate superior and his/her leadership style and the encouragement
of the subordinates by the managers to invest an additional effort into performing their work.

The authors used regression analysis to examine in more details the influence of the
independent variable, i.e. social competencies of manager on the dependent variable, i.e.
leadership outcomes.

Table 2: Model Summary

Change Statistics
Model | R S Rare ﬁ?usze(i Std.}fsrt'rl(')rfa(t)ef e RS Sig. F
q quar ! U3¢ £ Change | dfl | df2 | 08
Change Change
1 724 524 .507 .625042623106816 524 30.825 1 28 .000
Source: Author s calculation
Table 3: Anova test for regression model
Sum of
Model df Mean Square F Sig.
Squares
Regression 12.043 1 12.043 30.825 .000°
1 Residual 10.939 28 391
Total 22.982 29

a. Dependent Variable: Ledership outcomes

b. Predictors: (Constant), Social comeptences of manager

Source: Author s calculation

Based on Table 2 and Table 3, it can be concluded that the model is statistically significant
(F = 30.825; Df = 1.28; p <0.01,), and that the independent variable (social competence)

explains 52.4% of the variance of the dependent variable, i.e. leadership outcomes.

Table 4: Regression Model Coefficients

Unstandardized Coefficients ?:tar%lgrdtlzed
Model octaients ¢ Sig. VIF
B Std. Error Beta
(Constant) -2.080 1.068 -1.948 .061
1
AVR_SC 1.615 291 724 5.552 .000 1.000
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Based on Table 4, which shows the coefficients of the regression model, the following
conclusions can be drawn: the assumption of no multilinearity is not compromised, since the
factor of increasing variance (VIF = 1) is less than 10 (Pallant, 2017, p. 155), or less than 3 (Hair
et al., 2019, p. 11). The results show that managers’ social competencies have a statistically
significant positive predictive effect (V =0.724; p=0.000) on leadership outcomes. Possession
of a higher level of social competencies (social awareness and relationship management)
is associated with better leadership outcomes reflected in positively perceived leaders’
effectiveness, employees’ satisfaction with the leaders and the leaders’ ability to encourage
employees to put an extra effort into doing their job.

Based on the presented data, the conclusion is drawn that the hypothesis ,,Social
competenciesof manager are positively related to leadership outcomes (extra effort,
effectiveness, and satisfaction)” was confirmed.

Conclusion

In modern business conditions, managers are expected to, in addition to the necessary
professional competencies, also possess a certain level of emotional intelligence. A manager
who has emotional and social competencies behaves like a leader and has the ability to
influence his employees, by creating an adequate work climate, a climate of mutual trust that
motivates employees to progress, develop, learn, believe in themselves, and achieve more than
they think they could.

Emotionally intelligent managers or leaders create such an organizational climate
that encourages the employees to put an extra effort and realize their potential. In a work
atmosphere in which employees are satisfied and perceive their superiors as effective leaders,
a higher degree of work engagement is encouraged, which is extremely important today, and
will become even more important in the future.

Based on the available data and analysis using the above quantitative procedures, it can
be concluded that there is a statistically significant cerrelation between the level of managers’
social competencies and leadership outcomes. Emotional intelligence, especially social
competencies, represents an extremely important factor that contributes to superior leadership
outcomes.

Contribution of this research is reflected in connecting emotional intelligence (social
competencies) and the outcome of leadership, which has been poorly researched so far,
especially when it comes to our country. The limitation of the study is the size of the sample,
so the authors’ proposal for future research is to increase the sample and to examine whether
emotional or social competencies have a greater impact on leadership outcomes.
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Abstract

The coronavirus pandemic is an unprecedented event in modern history, not only
of aviation, but also of humanity. The negative consequences of the pandemic are not
only related to the suspension of flights and the inability to transport passengers, but
also have a great impact on other industries, such as the production of aircraft, systems
and engines, tourism, the food industry, etc. The suspension of flights has led to many
times lower revenues than planned, the dismissal of a large number of employees in this
industry, as well as the cancellation of new airplanes ordered. Also, the prescribed health
care measures that airlines must apply will affect a smaller number of passengers on
planes, which means that each flight will be less cost-effective. Faced with large losses,
airlines must organize in order to achieve maximum efficiency and a partial return to
the levels of flying and transportation of people and goods that were achieved during
2019. The paper analyses the state and importance of the global aviation industry, the
impact of the pandemic on business results and solving the problems of airlines.
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AncTpakT
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Mepe 30pascmeene 3auimume Koje aguoKoMnanuje mopajy oa npumersyjy oopasuhe
ce Ha Mareu OpPOj NYMHUKA y ABUOHUMA, WMo 3Hayu oa he ceaku em oumu marse
ucnnamug. Cyouene ca 6enuKum 2youyuma, asuoKoMnanuje Mopajy 0a ce opeanusyjy
Y yuwy ocmeaperba wimo eehie eghekmusHocmu u OeUMUYHO2 NOBPAMKA HA HUBOE
Jlemerba U npesosa byou u poba xoju cy ocmeapenu moxom 2019. eodune. YV pady
Je ananuzupano cmarbe u 3Hauaj 2n0banHe asuouHOycmpuje, Yymuyaj naHoemuje Ha
NOCI0GHe pe3yimame U peuiasarse npodiema aguOKOMNAHU]A.

Kuwyune peuu: asuoxomnanuje, nandemuja, 3an0ocieHocn, Npuxoou, UHAHCUCKA
nomoh

Introduction

The economic history of humanity has always been greatly influenced by natural
disasters, and scientific and economic progress and the strengthening of the role of the state
over the past two or three centuries have increased its ability to cope with droughts, floods,
volcanic eruptions, earthquakes, etc. However, humanity’s success in dealing with global
natural disasters, such as climate change and pandemics, has so far been modest. The modest
results are largely due to the fact that the powers of humanity in many areas are still quite
limited. The coronavirus pandemic has caused major health problems worldwide. Starting
in China, the epidemic spread very quickly to other parts of the world, causing the infection
of more than five million and the death of more than 300,000 people worldwide (WHO,
2020). In this regard, in mid-March, most countries introduced emergency measures, which
included closing state borders, banning international traffic and restricting the movement
of people, temporary cessation of work and complete cessation of production in factories,
implementation of human health protection measures, etc. The pandemic has negatively
affected all industries, regardless of whether they are manufacturing or service, and among
the most affected are certainly airlines and air transport. Almost overnight, airlines faced
declining interest in travel, a flight ban and the landing of aircraft fleets. After more than two
months of suspension, losses in air traffic, along with aircraft manufacturers, airports, air
traffic control agencies, travel agencies and hoteliers, are estimated at hundreds of billions
of dollars. In that regard, the largest number of airlines laid off thousands of employees. A
large number of smaller airlines are on the verge of bankruptcy, and the forecasts for further
business are very devastating. Some analysts predict that the situation will not improve by the
end of 2020, and even more pessimistic, that during 2021, the decline in income and return
to the level of 2019 will be aggravated and accompanied by great challenges. However, no
matter how much the airlines are in the focus of public interest, they are not affected more
than other modes of transport, such as bus, rail, ship or tourism, catering, services, and a
number of other industries.

The state of global air traffic

With over 1,400 airlines that have 31,717 aircraft and serve 3,900 airports thanks to
the support of 173 air traffic control service providers, the civil aviation sector has established
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an impressive global network at the service of passengers and businesses from all over the
world. Airplanes are the safest and fastest means of transportation to cross oceans and borders
to connect people and foster sustainable economic growth (ICAO, 2020). The contribution
of aviation to the global economy is approximately equivalent to the total GDP of the United
Kingdom (IHLG, 2019).

During 2018, airlines worldwide transported about 4.3 billion passengers and 58
million tons of cargo (Figure 1). Every day, more than 100,000 flights carried nearly 12
million passengers and goods worth about $ 18 billion. Historically, air traffic has doubled
every fifteen years and is growing faster than most other industries (Palmer, 2016). According
to the estimates of the Air Transport Action Group (ATAG, 2019), the total economic
contribution of global air traffic in 2016 amounted to 2.7 trillion dollars, which is 3.6% of
world GDP. Air traffic also supports a total of 65.5 million jobs worldwide and provides 10.2
million direct jobs. Airlines, airports and air traffic control and navigation service providers
directly employ about 3.5 million people. The civil aviation sector (aircraft, systems and
engines) employs 1.2 million people. A further 5.6 million people are employed in other
positions at airports, and 55.3 million jobs are supported indirectly, induced in tourism as
well (ATAG, 2019).
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Measured by per capita income, aviation is a very productive industry (averaging
$ 69,000 per worker per year), surpassing most other sectors. It is understood that highly
qualified, trained and experienced staff is employed in air transport (ATAG, 2019).

Indirect impacts of the aviation industry include employment and economic
activities generated by its suppliers: aircraft fuel suppliers, construction companies that
build and maintain airport facilities, subcomponent suppliers, manufacturers of goods
sold in retail facilities at airports, and a wide range of business services activities. such
as call centers, information technology and accounting. Nearly 11 million indirect jobs
are supported globally through the purchase of goods and the provision of services by
companies in the aviation industry. These indirect trades accounted for approximately $
638 billion in global economic activity in 2016 (ATAG, 2019).

Consumption by employees directly or indirectly in the aviation sector supports
additional jobs in other sectors, such as retail, consumer goods manufacturing, and
across service industries (e.g., restaurants, banks, and telecommunications providers).
Nearly eight million induced jobs are supported globally, and the contribution to global
economic activity is estimated at $ 454 billion (ATAG, 2019).
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In order to fully participate in the world economy, countries need connectivity
because it influences higher productivity, investment and innovation. The connectivity
provided by air transport is at the heart of tourism development, as it provides significant
economic benefits to all involved in the tourism value chain. Over half of the 1.4
billion tourists a year (57%) arrived at their destinations using a plane (WTO, 2019).
In 2018, tourism supported 319 million direct, indirect and induced jobs worldwide and
participated in global GDP with 8.8 trillion dollars (which is 10.4%). Over the next
decade, tourism-related GDP is expected to grow at a rate of 3.7% per year (WTTC,
2019). Through a synergistic relationship, air transport supports nearly 37 million jobs,
in tourism, contributing with approximately $ 897 billion in global GDP (ATAG, 2019).

Coronavirus pandemic and suspension of passenger air traffic

The coronavirus pandemic has caused the isolation of cities and areas, from China
to North and South America. The period of isolation lasted differently, from country to
country. In addition to isolating people, all activities at airports (buying and checking tickets,
receiving and issuing luggage), on runways (aircraft maintenance, maintenance and repair
of navigation and signaling systems and devices), in hangars, flight controls, as well as and
numerous commercial spaces (consumer goods and press stores, pharmacies, restaurants,
banks, parking lots).

With the declaration of the pandemic, all those advantages ceased to be relevant, and
the problems related to air traffic and airline operations came to the fore. Having in mind
similar problems from the past, which had an impact on the business of airlines in the world,
it can be concluded that the pandemic caused an unprecedented earthquake, which is similar
in effect to the Great Depression of 1929-1933. years (Figure 2). In just two months in 2020,
with the suspension of flights and restriction of movement, and the introduction of isolation
measures, the transport of passengers and cargo has been reduced to a minimum, practically
non-existent.

Figure 2. Evolution of international passenger air traffic (1945-2020)
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During the pandemic, thousands of evacuation flights were performed and hundreds
of thousands of people were transported. In the United States alone, 70,000 citizens were
returned on more than 700 flights from 126 destinations. The Lufthansa group evacuated
almost 90,000 people in 437 flights from 159 destinations. Air France evacuated 240,000
people. The airlines, in addition, performed thousands of cargo flights to which they delivered
medical and other equipment. Evacuation flights were also performed by companies based
in the region: Air Serbia, Croatia Airlines, FlyBosnia, Wizz Air, and Trade Air and Amelia.
At the same time, it is clear that the countries that own their companies, Serbia, Croatia and
Montenegro, had a huge advantage. They mobilized the planes of their companies and used
them to the maximum, literally immediately, and to the extent necessary for evacuation and
cargo flights.

Since air transport accounts for about 3.6% of global GDP, any disruption in its
functioning has far-reaching global consequences. This is due to the fact that restricting the
transport of people and goods inevitably leads to a drop in income, disruption of supply
chains, as well as problems in the economies as a whole. In this regard, the usual practice
of airlines and other actors is the dismissal of employees (temporarily or permanently),
the inability to meet obligations to creditors, payment for aircraft stationing at airports, the
inability to meet the raids of pilots and other staff; etc. (Berti, 2020, Busvine et al., 2020). Of
course, the share of air transport in global GDP is also decreasing. As can be seen in Figure
3, global GDP growth is subject to great turbulence in times of crisis or, as in this case,
pandemics of unprecedented proportions. If during the economic crisis of 2008-2009. year
the decline in global GDP was about 2%, it is now obvious that in just two months the decline
in global GDP is much larger, and according to estimates for March and April 2020 (and did
not fly during May), is about 6%, so three times higher (IATA, 2020, Global Data, 2020).

Fioure 3. Global GDP growth
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As the restrictive measures related to the pandemic are gradually lifted, the airlines are
rapidly preparing for the application of security procedures and the introduction of the traffic
regime according to the new situation. Consolidation of passenger transport is not a process
that will take place in already well-established ways. An example is the situation after the
attack on the World Trade Center in 2001. The security measures introduced then, which
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remained in force for many years, were much more important than the number of transported
passengers, several months of falling revenues, layoffs of a large number of employees and
consequent strikes of employees in airlines and beyond. Thus, the resumption of air traffic
is directly related to the decline in the intensity of the pandemic, health checks, as well as
the current interest of passengers. It is undeniable that the interest of passengers, at least
during the holidays and the third quarter of the current year, will be higher than in January
and February.

State assistance to airlines

Civil aviation is a strategic industry that drives all other branches and segments of life,
primarily tourism, trade, business cooperation, labor migration, scientific and educational
exchange, sports, diplomacy, politics and the diaspora. That is why the basic preoccupation
of many countries is saving airlines, both the largest and the smaller ones. Pandemics could
be even worse in the future, so states will continue to strive to maintain control over national
airlines as a strategically important resource in crisis situations (Garcia, 2020a, Garcia,
2020b).

A number of airlines around the world received various forms of financial assistance
during the pandemic — from direct subsidies, low-interest loans with a grace period of one
year or more, and a repayment period of 10 years or more, to government loan guarantees,
tax and interest write-offs, reimbursement of salary costs, recapitalization, etc. Thus, for
example, Singapore Airlines received state aid of 13 billion dollars, and the government
refunds 75% of salaries to employees (Ash, 2020, Daga, Freed, 2020). American airlines
received $ 29 billion in aid and loans in March and April this year — American Airlines (5.8
billion), Delta Airlines $ 5.4 billion, and United Airlines $ 5.0 billion. The world’s largest
low-cost airline, Southwest Airlines, received $ 3.2 billion, while Alaska Airlines received
justunder $ 1 billion (Slotnick, 2020).

Air France-KILLM has secured a loan of 7 billion EUR from France, and a similar move
by the Netherlands is expected, but in the amount of 2 to 4 billion EUR (Frost, Deutsch,
2020). The Lufthansa group stated that it needs at least 10 billion EUR in aid from Germany,
Switzerland, Austria and Belgium, because it is losing one million euros per hour due to the
flight ban. Lufthansa asked the Belgian government for a loan of 290 million EUR, in order
to avoid the bankruptcy of the grounded Brussels Airlines (Schuetze, Lauer, Uhlig, 2020).
The company has taken a number of measures such as reducing salaries, “shutting down”
low-cost Germanwings, decommissioning dozens of the oldest aircraft, and terminating
long-term leasing contracts with all partners.

Italy has “pumped” a new 500 million EUR into Alitalia, so since 2017, the total
assistance to the national airline amounts to 2 billion EUR in loans, which will turn into an
“investment” in the renationalization process (Piovaccari, Landini, 2020). On the other hand,
the United Kingdom has stated that it will not grant grants to any company that does not find
the means to overcome the consequences of the pandemic - e.g. non-payment of dividends
for 2019, investments of owners and new investors, loans, savings, sale of property, etc.
(Pickard, 2020).

While American and Asian companies are again in a huge advantage due to the prompt
“pumping” of state money, European companies have the problem of “legality of subsidies”
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in the conditions of a liberal economy. There are two problems here. American and Asian
companies are in a much better situation than European ones. Their position on the market
will be even better, because so far they have been in the first places in terms of the number of
passengers and planes in the world, so they will be even further away from Europe. Another
problem is that this approach will destroy small European companies, which will not be able
to return the money in the coming years, so they will go bankrupt, and their market will be
taken over by large ones.

As for the airport, they are certainly in a much better position. The Council of
International Airports (ACI) stated that airports will lose $ 76 billion due to the coronavirus
(Caswell, 2020), which is four times less than the $ 314 billion estimated by IATA (Harper,
2020). Airports are very profitable because they generate huge money, much bigger than
airlines. Finally, they have lower costs of cold propulsion, cargo transport, deliveries of
medical equipment, evacuation flights went through them during the crisis, they charge for
the stationing of grounded planes. Airports are incomparably more adaptable than airlines,
which are which are burdened by leasing, huge orders for expensive aircraft, global systems,
contracts (joint ventures, alliances). Finally, airports have extended investments in new
terminals, equipment and logistics, and redirected planned funds to cover costs due to the
corona crisis. Therefore, the airports will survive without the help of the state, and with the
prolongation of growth and development (and investments) of several years, without many
consequences, they will continue to work as before the crisis.

Conclusion

One of the messages that can be drawn from the current pandemic is that from
an economic and social point of view it is much more rational to invest in research and
development of vaccines and drugs than to wait for an epidemic to be suppressed by non-
pharmaceutical means, such as isolation of citizens. and cessation of economic activities.
The specificity of the current pandemic in relation to other major epidemics in the past is that
most of the decline in economic activity is due to administrative constraints. Of course, if the
states had not applied strict administrative measures, the percentage of sick and dead people
would have been many times higher. In general, the willingness to sacrifice income and jobs
to protect health and lives is a sign of civilizational progress. However, such a strategy has a
great price, because its consequence is a drop in income, an increase in unemployment and
poverty, and probably an increase in morbidity and mortality from other diseases. Moreover,
such a strategy is sustainable only for a period of several months, because its extension
would lead to economic collapse and mass poverty.

An important question is what the national and world economy and society will look
like after the pandemic and the economic crisis caused by it. Based on the experiences from
previous natural disasters, it can be estimated that after the end of the pandemic, there will
be no major and sudden changes in the economy and society or in international relations.
However, such events in history have often represented a kind of turning point, after which
countries or the whole world have moved in different ways than those they have followed
so far. In practice, the term associated with the pandemic has already been coined, “new
normality”, which should mean changes at many levels, in society, the economy, among
people and countries.
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Return after the pandemic will be a gradual process, not one determined by the
government announcing the date and declaring it “open for business.” The stages of this
process will vary depending on the sector. There are four areas that companies will focus
on the most: resuming business activities, recovering (or stabilizing) revenue, reviewing the
organization, and accelerating the adoption of digital solutions. In any case, the speed of the
process will be important, but it will still be step by step.

The importance of air transport in the global economy is immeasurable, because
in addition to employing a large number of people, it enables the smooth flow of people,
goods, capital and information, contributes to the development of ties between countries,
progress of tourism and related industries (food, services, etc.). In addition to the suspension
of flights, landing of planes and evident losses, the dismissal of a large number of workers
in airlines and all activities related to air traffic is a basic problem caused by the pandemic.
Consolidation of airlines at all levels will not happen all at once, nor will laid-off workers
be returned to work in the same number in which they were laid off. The application of
hygienic and restrictive measures in terms of “social distance” will have, at least initially,
a reflection on the profitability of each summer. Also, airlines will look to reduce costs and
generate revenue that will ensure recovery and introduction to the “new normality”. This
refers, first of all, to a smaller number of flights and destinations, as well as a smaller number
of passengers on planes. Like other industries, air transport faces problems that can become
chronic (depending on the occurrence of future epidemics), so airlines must be restructured
financially, organizationally and market-wise. And it is, by all accounts, a long-term process
that will not be completed by the end of the current year or tourist season.
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THE MAIN FACTORS AFFECTING THE COMPETITIVENESS
OF THE OIL PROCESSING COMPLEX

Abstract

The development of the economic situation in Russia in recent years is
characterized by the achievement of stabilization at the macro level, the
strengthening of investment activity, the expansion of the scope of activities of
the processing industry, the strengthening of public confidence in domestic goods
and finished products. The research urgency is caused by the fact that in Russia
economic competition becomes more acute in oil and fat processing sector, also
has a problem of lack of training organizations to consider the impact of external
factors and competitive advantages of the industry to ensure financial stability. The
purpose of the study is to study the features of factors affecting the competitiveness
of the oil processing complex. On the basis of sources of economic literature, the
authors studied the competitiveness of vegetable oil production by comparison
and identified the problems of insufficient methodological support for studying
the impact of factors that determine the current state of the vegetable oil market,
methods and approaches for assessing the competitiveness of organizations. The
leading direction is a comprehensive approach presented by the authors in the
article, including the study of domestic and international experience in determining
the factors of internal and external environment that affect the development of the
industry. The study of the traditional system of assessing the competitiveness of
vegetable oils is given, proposed by Russian and foreign scientists. As a result of
the conducted research it is established that modern domestic and foreign methods
of the analysis of the competitiveness of vegetable oils do not differ in high quality
and have shortcomings. The authors noted that the analysis of the concept of
competitiveness of vegetable oils does not take into account the quality indicators
are not always fully represented the composition and structure of the concept,
not justified organizational and methodological approaches to the analysis of the
concept of competitiveness applicable to vegetable oils. The researchers note the
need for an objective assessment of the analysis of the concept of competitiveness
of vegetable oils to supplement it with a more detailed study of improving the level
of competitiveness. In their opinion, the lack of a single definition of the term
“competitiveness of products” is one of the most difficult in the formation of an
adequate approach to the assessment of the phenomenon. This leads to the fact
that the most common assessment is a comparative assessment of similar vegetable
oils with ethanol. The study conducted by the authors has scientific and practical
significance and will allow to develop a methodological apparatus (parameters and
criteria for assessing the level of competitiveness of vegetable oils) in accordance
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with the requirements of the industry in the world economy, as well as to form a set
of strategic and tactical management decisions to improve the competitiveness of
vegetable oils and mechanisms of interaction in creating competitive advantages
and strengthening the market position of vegetable oils.

Key words: competitive advantage, competitive products, oil and fat industry,
oil, trends, factors.

JEL classification: L6, Q1

I'TABHU ®AKTOPHU KOJU YTUYY HA KOHKYPEHTHOCT

70

KOMIIJIEKCA 3A IPEPAJLY YJbA
Ancrpakr

Paszeoj exonomcre cumyayuje y Pycuju nociedrux 2oouna xapakmepuuie nocmu-
3are cmaduIusayuje Ha Makpo HUBoy, jauarse UHEeCMUYUOHE AKMUGHOCU, NPOUU-
perve obuma axmusHocmu npepalueaixe uHoycmpuje, jauaroe nogeperba jagHoCmu
¥ domahy poby u eomose npouszsode. Heonxoonocm ucmpadsicusarsa y3porxosana je
yurbenuyom 0a 'y Pycuju exonomcka KoHKypeHyuja y cekmopy npepaoe y/oa u Macmu
nocmaje cge owimpuja, maxkole nocmoju npoonem HedOCmamKa opeaHu3ayuja 3a 0oy-
Ky Koje bu pazmamparne ymuyaj cnomeHux (hakmopa u KOHKYPEHmMcKy npeOHOCU uh-
dycmpuje kaxo ou ce ocuzypana unancujcka cmabunnocm. Cepxa ucmpasxicusarsd je
npOYYaBarse Kapakmepucmura akmopa Koju ymudy na KOHKYPEeHmMHOCH KOMIIEKca
3a npepady ywa. Ha ocnogy uzeopa exonomcke aumepamype, aymopu cy KomMnapa-
yujom npoyuasan KOHKYPEHmMHOCH Npousgoore OUBHOZ V/ibd U UOEHMUPUKOBANU
npobneme Hed06osbHe MemodonouiKe NOOPWIKe 3d Npoydasdarbe ymuyaja gakmopa
Koju 00pelyjy mpeHymHo cmarbe Ha mpucuwmnty OuwsHo2 y/bd, Memooe U npucmyne 3a
npoyeny KOHKypenmuocmu opeanusayuja. Booehu npasay je ceeobyxeaman npucmyn
Koju ¢y aymopu npedcmasuiiu y paody, ykawyuyjyhu caenedasarwe domahee u mehyna-
POOHO2 UcKycmea y oopelhusarsy Gakmopa yHympauiee2 u cnowsHoe OKpYicerba Koju
ymuuy Ha paseoj unoycmpuje. Mznoocena je cmyouja mpaouyuonanioe cucmema npo-
YyeHe KOHKYPEHMHOCIU OUBHUX Y/bd, KOJY CV NPEOLONCUNU PYCKU U CIPAHU HAYYHULLU.
Kao pesynmam cnpoeedenoe ucmpasicusara ymspheno je oa ce cagpemene domahe
u cmpane memooe aHanu3e KOHKYPEHMHOCIU OUBHUX V/bd He PA3TUKY[Y Y Keanume-
my u 0a umajy neoocmamre. Aymopu ¢y npumemuiu 0a aHam3d KOHYenma KOHKY-
PEHMHOCIU OUBHUX Y/bd He Y3UMA Y 003up noKasamesbe Keamumema, 0d HUCY YeK
Y HOMAYHOCMU NPEOCMAB/HEHU CACMAB U CMPYKMYPA KOHYenma, 0d HUCY onpasoanu
OP2aHU3AYUOHU U MEMOOONIOWKU NPUCTIYAU AHATU3U KOHYENMAa KOHKYPEHMHOCMU
Koju ce npumersyjy y oonacmu oumhux yma. Mcmpascusauu npumelyjy nompedy sa
00JeKMUBHOM NPOYEHOM AHANU3e KOHYENMA KOHKYPEHMHOCMU OUbHUX V/ba KaKO Ou
2a OONyHUIU OEMAaBHUjoM CIyoujom noDOBUARA HUB0A KOHKYypenmuocmu. Ilpema
FOUXOBOM MUULLERLY, HEOOCMAMAK jJeOUHCIBEHe OeqhuHuylje NOJMA ,, KOHKYPEHMHOC
npouseooa’’ jedan je 00 HajmedNcux y Gopmuparsy aoekeamHoe npucmyna npoyeHu
nojase. To 00600u 0o uurenuye o0a je najuewhia npoyera ynopeoHa nPoyYeHa CIudHUX
ouvnux yma ca emanonom. Cmyouja Kojy ¢y cnposeiu aymopu uma Hayuhu u npax-
muyHu 3Hauaj u omoeyhuhe oa ce passuje memooonrowiku anapam (napamempu u Kpu-
mepujymu 3a npoyeHy HUB0A KOHKYPEHMHOCHU OUBHUX V/ba) Y CKAADY Ca 3aXMesUMa
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uHOycmpuje y C6emcKoj eKOHOMUjU, Kao u 0a ce hopmupa cKyn CmpamewKux u max-
MUYKUX YAPAGHAYKUX 00NYKA 34 NOOObUIANE KOHKYPEHMHOCMU OUWBLHUX Y/bd U Me-
Xanuzama uHmepakyuje y cmeaparsy KOHKypeHmcKe npeoHoCcmu U jaiarsy mpicuune
nosuyuje Ou/bHUX Y/bd.

Kwyune peuu: Konkypenmcka npeoHocm, KOHKYPEHMHU NPOU3B00U, UHOYC-
mpuja ysa u Macmu, yase, mpeHoosu, hpakmopu.

Introduction

An important part of the Russian food industry is the production of vegetable and
animal oils. The production of vegetable oil is a socially important commodity consumed
by households, used by catering enterprises, and in industry for further processing.
The idea of competitiveness of production of oil and fat branch of a vegetable origin
in modern conditions became one of the main along with judgment on efficiency of
production of vegetable oils. In ensuring the food security of the country, the task of
achieving a high level of competitiveness of the processing industry is one of the key for
economic entities that are engaged in expanding the production of oils from sunflower
seeds, corn, olive, rape (Almazov & Katischin, 2014, p. 23).

The analysis of scientific literature showed that competition is a driving force of
development of society, has a positive impact on the growth of investment, increase in the
volume and quality of finished products. It should be noted that most scientists consider
the competitiveness of products as a property of the object, which can be characterized
by the ability to compare the real satisfaction of a need with similar objects.

The economic literature identifies the following problems that adversely affect the
development of the fat-and-oil industry:

- macroeconomic instability in the country;

- low share of investments in fixed assets;

- insufficient implementation of innovations in the technological process and

organization of production;

- lack of implementation of achievements of modern research results of the use
of non-waste, frugal, technologies, equipment in order to optimize costs to
ensure competitive pricing of products;

- availability of financial risks;

- lack of public-private partnership.

The purpose of the study-to show the need for analysis and consideration of
factors affecting the development of the fat and oil industry, the aggregation of all signs
of their set in assessing the competitiveness of organizations and products to determine
the effective financial condition of organizations. This requires not only the definition of
generalizing characteristics, but also the formation of an assessment taking into account
the establishment of the relationship between the indicators of each factor and the
analysis based on the ordering of its individual elements according to certain properties
and principles.

The scientific significance of the work is to systematize and complement the
factors of internal and external environment, allowing taking into account the conditions,
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direct control over which organizations cannot exercise and the conditions on which
they can have an impact as a result of economic activity and work with counterparties on
business transactions and transactions.

The hypothesis of the study is based on the objective need in modern conditions for the
organizations of the processing oil and fat industry to improve the assessment and analysis of
factors affecting the increase of its competitiveness. This includes the allocation of the totality
of real factors of the main, which are based on the advantages of the organization, as well as
the modernization and elimination of certain shortcomings of existing methods in order to
fundamentally change the algorithm of integrated assessment of factors.

Materials and methods

According to the authors, insufficient attention to the impact of environmental factors
on food industry organizations reduces the effectiveness of decision-making to improve
their competitiveness. It should be noted that the production of sufficient quantities of oils
from sunflower seeds, corn, olives, and rapeseed contributes not only to meeting the needs
of the population, but also determines the creation of new social needs that lead to the
creation of new production products based on their further processing. Today, the Russian
oil and fat market has a good potential for development, despite the problems.

In modern conditions, economists estimate the volume of the oil and fat industry in
the amount of 2.5 billion rubles. On the market, depending on the degree of purification,
the following range of vegetable oils are produced: unrefined, which were only subjected
to mechanical cleaning; refined, neutralized; deodorized, hydrated, and others. All of
them have features in the production process and each type occupies its own market
segment and finds its consumers (Belyy & Barashkov, 2020).

In the food market of vegetable oil in our country, the largest organizations are: JSC
“Krasnodar MZHK”, JSC APIK “EFKO” and APG ““South of Russia”, JSC “Valuysky plant
of vegetable oils”, Bunge Ltd (TNK). Analysts note that the share of these manufacturers is
53.8% of the vegetable oil market. And in each of these companies, there is a specialization
for 80-90 % of sales volume under one main brand (grade) (Alto Consulting Group, 2017).

Figure 1: Market shares of greatest producers of vegetable oil in Russia (in %)
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Source: Alto Consulting Group, 2017
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The chart shows that the largest share in the structure of food of the vegetable
oil market of our country is agriculture “South of Russia” — 14.1%; smallest — ZAO
APIK “EFKO” - 8% in the other group consists of a small enterprise on manufacture of
vegetable oil, which is 46.2 per cent (Figure 1).

Today, there is an increase in sales of vegetable oil by wholesale organizations.
These volumes include the sale of vegetable oil by regional enterprises mainly processing
organizations and they form up to 90% of all purchases of products by wholesale
organizations.

Questions of increase of competitiveness of the oil industry were investigated by
the number scientists and institutions ( Bakievym & Jacotot, 2017; Dontsova & Donets,
2007; Yermolov & Koto, 2007; Svechnikova & Figurnov, 2007; Federal Law No. 52-
FZ; Federal Law No. 102 — FZ; Technical Regulation CU 022/2011; Vinogradova et al.,
2014; Association of producers and consumers of fat and oil products (APMP), 2017;
Russian and world vegetable oil markets, 2013).

The economic literature presents a wide variety of foreign and domestic methods
and approaches to study the factors of the external and internal environment that affect the
competitiveness of industrial organizations. In the practice of Russian and international
analysts, the assessment and analysis of the competitiveness of the organization and its
products is based on the use of the following sources of information: accounting and
financial reporting data; information received from independent analytical agencies, tax
authorities, as well as presented in the media about the organization and the industry as
a whole.

In our opinion, traditionally the assessment of the competitiveness of organizations
is carried out according to various criteria and groups of indicators:

- quality: the index of the level of prices for products; consumers ¢ opinion
about the quality of products, compliance with the range of manufactured
products to the needs of consumers, the frequency of updating the range;
prestige and reputation of the organization, information support of production
and sale of products; the use of competitive advantages;

- quantitative: use of the market potential of the organization; market share; state
and level of use of material and technical base; availability of profit; availability
of own working capital; innovative management of competitiveness factors.

3

The choice of criteria and indicators for assessing the competitiveness of the
organization and products depends on the goal and the need to improve the organizational
management of the production of goods.

It should be noted that today it is important to consider the assessment of the
competitiveness of vegetable oil production as a separate independent unit, taking into
account the factors and environmental conditions of organizations. The analysis of the
sources of the literature allowed a defining insufficient degree of studying of theoretical
approaches to the technology of its carrying out.

The relevance and practical significance of increasing the competitiveness of the
fat-and-oil industry determined the purpose and objectives of the study: to consider the
current state and trends of the market of sunflower seeds, corn, olive, rapeseed processing
in Russia and identify the factors that determine it, as well as to develop proposals to
improve their competitiveness.
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Results

The legislation is supposed to analyse the regulatory documentation that ensures
the quality and safety of vegetable oils and includes Federal Laws, Technical Regulations,
State Standards. The Federal Law No. 29 - FZ “On the quality and safety of food products”
defines the relationship arising in the field of food quality and safety for human health.

Federal Law No. 52-FZ “On sanitary and epidemiological welfare of the
population” provides sanitary and epidemiological welfare of the population as one of
the key conditions for the implementation of the constitutional rights of citizens to health
care and a safe environment.

Federal Law No. 102 - FZ “On ensuring the uniformity of measurements” regulates
the relations arising at performance of measurements, establishment and observance of
rules to measurements, measurement units, measurement standards of measurement units,
standard specimens, measuring instruments, application of standard samples, measuring
instruments, methods (methods) of measurements, and implementing activities on
ensuring the uniformity of measurements envisaged by the legislation of the Russian
Federation on ensuring the uniformity of measurements, including at performance of
works and rendering of services on ensuring the uniformity of measurements.

Federal Law No. 104-FZ “On technical regulation” regulates relations arising
in the development, adoption, application and execution of mandatory requirements
for products, including buildings and structures, or to products and related product
requirements processes of design (including research), production, construction,
installation, commissioning, operation, storage, transportation, sale and disposal.

Technical regulation CU 005/2011 “On packaging safety” applies to all types of
packaging, including capping agents, which are finished products released into circulation
in the customs territory of the Customs Union, regardless of the country of origin.

Figure 2. Realization of the purposes of the Strategy of development of food and processing
industry till 2020 in oil and fat industry

8 7.5

million tons
o

Strategy

not in

0.423

0,39

w
4| )
Fet
9
:§ U‘
} o
0
:§ ]
notin
Strategy

sunflower
sunflower oil

soy oil
rape ol

= =

I Import feessssd  Export

Source: Association of producers and consumers of fat and oil products (APMP), 2017

74 EKOHOMUKA EEX3]



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

In the world market of sunflower oils Russia, Ukraine and Argentina are recognized
as the main rival states.
The Russian market of sunflower oil is aimed at 3 directions:
1. realization of vegetable oils to the population and application in public
catering system;
2. application in fat-and-oil, canning and fish sectors;
3. application for the manufacture of soap and paints.

The fat-and-oil industry leads the non-primary non-energy export of medium-sized
agricultural products by a huge margin. The green color in figure 2 shows the import of
vegetable oils, and the yellow color shows the export of vegetable oils. Basically, as you
can see in the figure, sunflower oil is imported and exported.

Commodity experts forecast an increase in competition in the oil processing
industry, which is confirmed by an increase in the market share of large companies and a
decrease in the share of local producers. In addition, there will be a decrease in the share
of production of vegetable oils from soybeans, rapeseed. But there is also a positive
dynamics of development.

Figure 3. The demand for different vegetable oils (in %)

The demand for different vegetable oils (in %)
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Source: Mavrina & Mokronosov, 2007

The figure 3 shows that the greatest demand in the vegetable oil market is
sunflower oil - the share of this segment is 80.8%. In second place in consumption is
corn oil, which occupies 4.8%. The share of this type of oil also shows a positive growth
rate, but the price is more expensive than sunflower. The olive oil segment by volume
covers only 3.6% of the market, the Flaxseed oil segment 2.3%. All olive oil presented
on the Russian market is imported from abroad. Other vegetable oils (rapeseed, soybean,
peanut, cotton, etc.) account for 8.5% of the market.

The figure 4 shows that the price structure of the vegetable oil market is as follows:

- olive oil is more expensive.

- on the 2" place is corn oil.

- on the 3" place according to the price is sunflower oil.

- the 4" place in value includes the following types of oil: rapeseed, soybean,

peanut, cotton, etc.
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Figure 4. Prices for different vegetable oils
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The degree of consumption of vegetable oil depends on the region. The regional
structure of the vegetable oil market differs significantly from the all-Russian one. The
information is shown in figure 5:
- in the Northwest, the proportion of corn oil is well above the national average
0f 10.1%.

- in the South, the share of corn oil is slightly below the level of consumption
and is 7.2%.

- in the Capital region and the Volga region, the share of corn and sunflower
oil is 86.1%.

- in the Ural region - 3.2%, in the Central region - 3.1%, in the far East - 2.7%,
in Siberia - 1.7%.

After analyzing the above data, it is possible to trace the decline in the share of
sunflower oil in the remote Northern and far Eastern regions. This trend is associated
with the impossibility of growing oilseeds in remote regions and proximity to other
countries (for example, China), which import other vegetable oils to these regions,
thereby forming a demand for them.

Consumption of vegetable oils is equally distributed across all regions. This is due to
the traditional diet and the habit of Russians to choose sunflower oil. But in some regions it
is still significantly less than in others. For example, in the far East, the share of sunflower
oil is 66.4%, and the share of other types of vegetable oil (soybean, corn) there also covers
30.3%. This is due to the fact that the region is remote from the key areas of sunflower
cultivation, and in addition, the proximity of China, which supplies inexpensive oil raw
materials for the manufacture of other types of vegetable oil (Agribusiness, 2015).

The new economic framework calls on food companies to take other strategic
approaches to increase competitiveness. The competitiveness of food products depends
on many factors, among which there are causal relationships. These factors are:

1. The human factor - the effectiveness of the enterprise is determined by the
competencies, knowledge of employees. Of particular importance in food
enterprises acquires competent qualified personnel.

2. Price factors - have a great influence on the cost of production. Price factors
include: production costs; sales price; raw material costs; operating costs.
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The cost of a product expresses not only the costs of production and the
relations between producers and consumers, but also the level of income
of the population, marketing management systems that make it possible to
effectively apply a variety of pricing strategies.

3. Non-price competitiveness factors are not only internal information,
purchasing power, but also the time limits within which management
decisions are made.

4. Internal factors - influence of internal economic activity. These factors
determine the ability of the enterprise to ensure its competitiveness (the
potential of marketing services, industrial level, financial, economic, scientific
and personnel potential, the concept and means of sales promotion, the level of
service and warranty service, storage, transportation, packaging of products,
providing production with the necessary resources).

5. External factors — environmental impact (state-level measures aimed at
influencing economic, investment, depreciation, tax policy).

6. Product quality - a direct impact on the quality characteristics of
competitiveness.

Figure 5. Regional structure of the vegetable oil consumption
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Source: Association of producers and consumers of fat and oil products (APMP), 2017

The structure of estimated characteristics of competitiveness of production
contains 2 groups of parameters: qualitative and economic.

Qualitative indicators reflect the totality of the properties and characteristics of
the product that give it the ability to meet the conditioned or anticipated needs. Quality
contains many components. These include characteristics of destination of the product,
feasibility, environmental indicators etc. To assess the level of competitiveness of
production is impractical and very difficult application of all quality indicators.

One of the sources of information for the definition and evaluation of quality
indicators is marketing research conducted on the basis of surveys and questionnaires
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of consumers. The competitiveness of products is assessed using criteria that make it
possible to identify the most important characteristics of the goods for consumers, which
are the main factors of its competitiveness. By improving the characteristics of goods, an
enterprise can best increase the competitiveness of its own products.

The most common way to assess the competitiveness of products is the index
method. It is based on the analysis of comparison of qualitative and cost indicators of
the product under study with the requirements of the market, i.e. buyers. In practice,
due to the complexity of obtaining complete and accurate information about the needs
of the buyer, the competitiveness of products is evaluated indirectly with the help of a
sample product. In this case, the basis is taken, not a need, but a sample product or a basic
product that is in maximum demand in the market and, therefore, acting in the form of
materialized average requirements for competitive products.

The index method involves assessing the competitiveness of products using single
and group parametric indicators, as well as generalizing (integral) indicator (Krainova
& Palitzina, 2016).

Single indicators determine the degree of satisfaction of the buyer’s needs and
are calculated as the ratio of the value of the particular quality parameter or economic
parameter of the analyzed goods to the value of the same parameter at which the element
of the need is fully satisfied. Formulas for calculating the unit parametric index of
qualitative parameters have the form:

qi= Pi/ Pi6 (1)
qi= Pi6 / Pi 2)
where:

qi is the unit parametric index of the i-th qualitative parameter of the goods;
Pi is the value of the i-th qualitative parameter of the analyzed product;
Pi6 is the value of the i-th qualitative parameter of the base product.

Formula (1) is used for qualitative indicators on which the competitiveness of
products is directly proportional (for example, productivity — the higher the productivity
of the equipment, the higher its competitiveness). Formula (2) is applied when the quality
parameter affects the competitiveness of the product (for example, fuel consumption —
the higher the fuel consumption, the lower the competitiveness of the machine). In this
way, you can make calculations on all quality parameters, resulting in a complete set of
indicators characterizing the deviation of the properties of the analyzed product from the
requirements of the buyer, expressed in the base product.

There is a close relationship between the production of oilseeds and the processing
industry. The increase in the production of vegetable oils, as well as the expansion of
their range largely depends on the development of the material and raw material base and
the structure of the production of oilseeds (Gusev, 2011; Mavrina & Mokronosov, 2007).

The main types of agricultural raw materials in Russia for the production of
vegetable oils are sunflower seeds, soybeans and rapeseed (Table 1); seeds of other oil
plants (flax, mustard, castor, hemp, etc.) are processed in relatively small volumes.
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Table 1. Technical and economic indicators of the fat-and-oil industry in Russia in 2018

Total production of vegetable oils 3034.8 kt
Average annual capacity of oilseeds processing 9194.1 kt
Index of production 98.2%

The share of vegetable and animal oils and fats in the total volume of 539,
food products sold 70

The share of fixed assets of production of vegetable and animal oils 5.50,
and fats in the total volume of the food industry 270

Number of employees in the industry 39.1 thousand people
Average monthly wages in the industry 19.4 thousand rubles
Average per capita consumption of vegetable oils 16 kg / person / year

Source: Gusev, 2011

Table 2. Acreage, gross yield and yield of the main types of oilseeds in the Russian
Federation in 2016-2018

Years
No Indicators Unit 58} Z z;)
2016 2017 2018 >0
Sown area 8020.4 9616 10447 108.6
sunflower 6195.6 7154 7614 106.4
1. 000 ha
soy 874.6 1206 1229 101.9
rape 688.1 856 893 104.3
Gross harvest of seeds 8185.9 7457 13115 175.9
sunflower 6454.3 5345 9697 181.4
2. 000 t
soy 943.7 1222 1756 143.7
rape 666.8 670 1056 157.6
Yield 11.5 9.9 13.3 134.3
sunflower Ie 11.5 9.6 13.4 139.6
3 entner/
soy hectare | 4 9 11.8 14.8 125.4
rape 12.0 11.0 12.6 114.5
other 6.5 6.1 7.1 93.8

Source: Mishulina & Gorelova, http://articlekz.com/article/8490
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Using the table, we analyze the acreage of various oilseeds.

Figure 6. The use of acreage of the main oilseeds 2016-2018 (in %)
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The diagram shows that the sown areas of sunflower occupy a large area for sowing,
the smallest area is occupied by other crops. Acreage of major oilseeds (sunflowerseed,
soybeans and rapeseed) in the Russian Federation from 2016 to 2018, according to
Rosstat, increased by 20% with 8020.4 to 9615.6 thousand hectares, including sunflower
15.5%, soybean 37.8%, rape by 24.4% and amounted to respectively 7153.5 thousand
hectares thousand hectares 1205.7 and 855.9 thousand hectares.

Figure 7. Yield of oilseeds (in %)

Yield of oilseeds

W 2016

W 2017

m 2018

sunflowerseed =zoybeans rapeseed other crops

Source: Alto Consulting Group, 2017
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In 2018, the acreage for the main crops continued to increase: sunflower, rapeseed,
soybeans. Increased and their productivity, which provided a significant increase in
the volume of procurement of oilseeds. It should be noted the interest of agricultural
producers to soybeans and rapeseed, which are made of a variety of fat and oil products.
Secondary resources obtained during their processing are in great demand in the
production of animal feed. In recent years, a number of regions of Central and Southern
Russia have begun to show interest in flax, from which a wide range of products and flax
fibers can also be obtained. This makes this culture popular for farms in terms of high
income. The chart shows that in 2017 there was a decrease in the yield of the main seeds.
The decrease in the yield of sunflower seeds, soybeans and rapeseed, due to the drought,
did not contribute to the increase in the gross harvest of oilseeds in the country.

Next, we analyze the gross collection of seeds. The Figure 8 shows that in 2017
there was a decrease in the yield of the main seeds. The decrease in the yield of sunflower
seeds, soybeans and rapeseed, due to the drought, did not contribute to the increase in the
gross harvest of oilseeds in the country.

Figure 8. Gross seed harvest (in %)

Analysis of gross seed harvest

m 2016

= 2017

W 2018

sunflowerseed =soybeans rapeseed other crops

Source: Buklagin, 2019

The diagram shows that the gross harvest of oilseeds in 2017 decreased by 729.2
thousand tons and amounted to 7456.7 kt, or 91.1% to the level of 2016. The gross yield
of seeds occurred on the sunflower 1116.1 THD. MT to 5338.2 kt, or 82.7% to 2016.

The main regions involved in the cultivation of sunflower are the Southern Federal
district, Central and Volga.
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Figure 9. Major sunflower growing regions (in %)

Major sunflower growing regions
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Source: Belyy & Barashkov, 2020

The diagram shows that the main sunflower growing region is the Southern Federal
District. It accounts for 45.8 per cent of production, or 2444.3 thousand tons. Central
and Volga Federal districts is respectively 21.7% and 19.4% of the total production of
sunflower. The rest of the regions accounts for 13.1%.

The production of certain types of oilseeds depends on the natural conditions of
each region of Russia, so the distribution of their cultivation in different Federal districts
is different (Table 3).

The increase in the acreage occupied by rapeseed allowed to rapeseed harvest
in the amount of 671.5 thousand tons, which is comparable to the volume of rapeseed
production in 2017. The North Caucasus Federal district is the leader in the cultivation
of rapeseed-195.6 thousand tons, or 29.1%, including in the Stavropol territory - 182.3
thousand tons, or 27.1% of the domestic collection of rapeseed. The southern and Central
Federal districts accounted for 21.2 and 18.7%, or 142.7 and 125.8 thousand tons of
rapeseed.

Last year 2018 was favorable for growing sunflower beans. The increase in acreage
allowed increasing the gross harvest of sunflower beans by 29.5% to 1.2 million tons,
which is 278.7 thousand tons higher than in 2017 and is a record for the last 20 years.
Traditionally, the main volumes of sunflower beans are grown in the far Eastern Federal
district — 814.1 thousand tons, or 66.8% and in the Krasnodar region — 212.9 thousand
tons, or 17.5%.

A characteristic feature of the last decade in the market of vegetable oils was the
factor of increasing import and export of tropical vegetable oils, which have become
widely used in the food industry — dairy, confectionery, bakery, oil and fat, soap and
perfume and cosmetic industries. And if the use of tropical oils in the soap-making and
perfumery and cosmetic industries is quite normal and meets the requirements of the
technologies used, their use in industries producing socially important food products is
highly questionable given their volume (Skornichenko & Oruch, 2012).
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Table 3. Sunflower, sovbean and rapeseed production volumes by Federal districts of Russia in
2017-2018, kt

Sunflower Rape
Federal
district 2017 2018 | 20182017 Shoj‘:e’ 2017 | 2018 | 20182017 S}})Zre’
FR;l;Zirzrtlion 6454.3 53382 82.7 100 | 6668 | 6715 100.7 100
CFD 1555.6 1156.2 74.3 217 | 169.1 | 1258 74.4 18.7
SZFO No data 105.1 | 64.4 61.3 9.6
SFD 28185 | 24443 86.7 458 | 749 | 1427 190.4 212
SKFO 349.3 407.6 116.7 76 | 1059 | 1956 184.7 29.1
PFD 14388 | 10368 72.1 194 | 1330 | 219 16.5 33
UFO 74 12.6 169.1 0.2 136 | 239 175.6 3.6
SFO 284.6 280.6 98.6 53 | 650 | 972 149.6 145
DFO 0.1 0.1 104.5 0.002 No data

Source: Pilipenko et al., https://m.cyberleninka.ru/article/v/aktualnye-voprosy-upravleniya-
kachestvom-rastitelnogo-masla /In Russian/

The authors identified the factors affecting the competitiveness of fat and oil
products and the organization. The system of factors is shown in Figure 10.

The competitiveness of products (services) depends on a number of factors
that affect the preference of goods and determine the volume of their sale in a given
market. These factors can be considered components (components) of competitiveness
and divided into three groups: organizational and managerial, technical and economic,
commercial. We have refined and supplemented the factors for the processing industry.

In addition to these factors of competitiveness of the organization allocate
regulatory factors that reflect the requirements of technical, environmental and other
(moral and ethical) safety of the use of goods in the market of vegetable oils, as well as
patent requirements (patent purity and patent protection). In case of non-compliance of
the goods with the norms and requirements of standards and legislation applicable in the
period under review, the goods may not be sold. Therefore, the assessment of this group
of factors and components using the compliance factor has no further continuation. This
condition acts as a restriction requiring mandatory implementation of rules, norms,
standards (Alto Consulting Group, 2017).

In modern conditions, there is a need to change the orientation and evaluation
criteria of the developed and manufactured products. Competitiveness is determined by
a set of properties of products included in the structure of its quality and significant for
the consumer, determining the costs of the consumer for the acquisition, consumption
and disposal of products.

As a rule, most of the enterprises of the fat-and-oil industry in the activity attract
investments (in terms of providing financing), the following factors are provided:
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- the state of production facilities and the availability of an absolute cycle of
processing of sunflower seeds (with an analysis of the” production * of the
product at each production stage);

- organization of lean production in the organization;

- organization of business processes;

- availability of own warehouse space for storage of raw materials of plant
origin, requiring maintenance of storage temperature, humidity;

- availability of raw materials (relationships with suppliers and logistics of the
company’s customers);

- availability of own distribution;

- variety of production line;

- climatic conditions of the region and their forecast values (for 2018-2019);

- volumes of oilseeds;

- dynamics of prices in the foreign and domestic market;

- entry of the enterprise into the group of companies (focus of the group,
analysis of market share).

Having considered all the factors that have a great impact on the competitiveness
of the organization and products, we can say that in modern conditions, the indicators
characterizing the specifics of the fat-and-oil industry are of great importance. The
authors highlight the factors: lean manufacturing in the organization and the organization
of the factory processes.

Lean production is a production system based on the constant desire to eliminate
all types of losses in the enterprises of the fat-and-oil subcomplex. Lean production at
enterprises can not be carried out without involvement in the management, technological
process of optimization and automation of production. Any lean production involves
focusing on consumers and maximizing the profits of the firm (Alto Consulting Group,
2017).

The system “Lean production” makes it possible to adjust production to the needs
of customers by minimizing costs. Lean manufacturing often requires large capital
investments for the purchase of equipment, materials, technologies etc. to maximize the
profit of the firm by changing the organizational culture of production management,
system of relationships between different levels and departments of an enterprise, the
system of value orientations of employees and their relationships.

Since September 2014, “Process factories” have been formed and created at
the enterprises of the fat-and-oil industry that produce vegetable oils. This is the so-
called “educational game”, which is based on the latest technological processes for
the manufacture of vegetable oils. Broadcasting the experience of a group of workers
simulates the work of a small enterprise for the production of vegetable oils. Each
participant has his own position-worker, controller, logistician, technologist-and his
own area of responsibility. The task of the “process factory”: to organize a profitable
production of vegetable oils in 30 minutes and to instill skills of lean production.
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Figure 10. System of factors influencing competitiveness
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Vegetable oil companies are guided by the concept of lean production. Waste in
the form of meal goes to feed production. “Process factory” is an advanced model for the
development of new thinking in production and office workers. In the so-called process
factories there is a development of new contracts and transformation into information,
digital technologies of business. The new project “process factory” is planned to be
launched at the end of 2019 at many oil processing enterprises (Dolmatova et al., 2015).

In the next 10 years there will be a significant transformation of the fat and oil
industry. Of course, there will be oil processing enterprises in pure form, but combined
production will increasingly take the lead. There will be other strong points of growth —
these are innovative developments. It is safe to say that when Russia learns to effectively
manage its resources in the fat and oil industry, it will inevitably have the opportunity to
actively influence the future of the world.

Thus, the competitiveness of products and organizations is dependent on the
considered organizational and managerial, regulatory, innovative factors and conditions
that affect the level of increasing the competitiveness of products. It is difficult to define
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and quantify this dependency, but it is an incentive to find ways to assess and improve
competitiveness. Expert methods are most suitable for this purpose. It is advisable to
study the impact of these factors on the preference of goods.

Conclusion

The problems of increasing the competitiveness of vegetable oil products
organizations are considered one of the most important and relevant. It is necessary that
they find their solution at the level of the Russian regions, because it is here that the
planned projects for the processing of agricultural raw materials — oilseeds-are directly
implemented. In a short period of time, efforts should be made both by the Executive
power and business, so that agriculture can modernize outdated agricultural machines,
use the achievements of scientific and technological progress and borrow the experience
of other States on technologies of cultivation and processing of oilseeds. According to
the authors, it is necessary to improve the market infrastructure in the commodity and
consumer markets, to eliminate the negative impact on competition from monopolists
and various intermediaries (buyers). It is necessary to facilitate the access of producers
of fat and oil products to the consumer market (Pilipenko et al.).

The quality of products is the most important factor of the company in a market
economy, ensuring its competitive ability and increase profits. Activities to improve
product quality are carried out rationally within the framework of system management,
which covers the entire life cycle of products from design to consumption and disposal.

Increasing the competitiveness of domestic fat and oil products not only gives
it an advantage in the domestic food market, but also seriously affects the interests of
well-known multinational companies. It is no coincidence that the export of vegetable
oils has increased significantly. It is very important, increasing production volumes for
the domestic market, to constantly expand the Russian presence in the international
market. Thus, we can talk about a positive trend in the development of the fat-and-oil
complex in Russia. The main guideline of the economic strategy of enterprises, a factor
of competitiveness is considered to improve the quality and safety of products.

According to the authors, an important component of improving the competitiveness
of the fat-and-oil industry is the improvement of organizational and economic tools for
its implementation to determine the future strategic programs that will establish the
competitiveness of the processing industry at the regional level.
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