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RELATIONS AMONG ENVIRONMENTAL AND FINANCIAL
PERFORMANCE OF RESOURCE USAGE IN ENTERPRISES:
LITERATURE REVIEW

Abstract

The mutual influence and interdependence of financial performance (FP) of resource
usage and environmental performance (EP) is an important research area, which
has particularly occupied the attention of researchers in the last decade. Increasing
requirements for environmental protection, principles of circular economy and
regenerative economy create an obligation for the enterprise management regarding
efficient and effective management of environmental aspects of business with the aim
of sustainability and improvement of EP. In addition, stakeholders of the enterprise are
interested in the economic effects of implemented environmental actions on FP. The
results of the research dealing with the relations between different indicators of EP and
FP of resource use are mixed. Bearing in mind the above, the purpose of this paper is
to provide a summary of research on the impact of EP on the FP of resource use, FP of
resource use on EP and the interdependence of FP of resource use and EP.

Keywords: environmental performance, financial performance, impact,
interdependence, enterprise

JEL classification: Q5

PEJAIOUJE UBMEBY EKOJIOIIKUX U ®PUHAHCUIJCKHUX
IHHEP®OPMAHCH YIIOTPEBE PECYPCA IIPELY3ERA:
HPEIVIEJ] JIUTEPATYPE

Arncrpakr

Mehycobnu ymuyaj u mehysasucnocm ¢punancujckux nep@opmarcu ynompede
pecypca, Ha jeOHOj CMpaHu U eKoIOWKUX nepihopmMancl, Ha Opyeoj, npeocmasba 6a-
JICHO UCIPAIICUBAUKO NOOPYYje, Koje NOCEOHO OKYRUPA NAXCHY UCIPAXICUSAYA Y NO-
cneoroj deyenuju. Cee sehu 3axmesu 3a 3aUMUMOM HCUBOMHE CpeOUHe, NPUHYUNU
YUPK)YTIGpHe eKOHOMUje U PeLeHepamusHe eKoOHOMUje, NOCMAsbajy nped MEeHAMeH-
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mom npedyselia obase3y eghukacroe u egpekmuHo2 Ynpas/barsd eKONLOUKUM ACHEKMU-
Ma HOCTOB8ARA Y YUbY 00PHCUBOCTNU U YHanpeherva exonowkux nepgopmarcu. Ocum
moea, 81acHUYU U OCManu cmejrxondepu npeoyseha cy 3auHmepeco8anu 3a eKOHOMCKe
eghexme peanu308aHuUx eKONOWIKUX akyuja Ha hunancujcke nepghopmance. Pesyimamu
ucmpasicusarba Koja ce 6age 00Hocuma usmely pasnuyumux UHOUKamopa ekoiouKux
u ¢unancujckux nepgpopmancu ynompebe pecypca cy paziudumu. Mmajyhu y euoy
HABEOEHO, C8PXA 0802 pada je Oa Npyxcu CYMAPHU NPUKA3 UCTIPAACUBAFA YIMUYaja
exonowikux nepghomancu Ha uHancujcke nepghopmarice ynompebe pecypca, QpuHan-
cujckux nepghopmarcu ynompebe pecypca Ha ekonouike nepgopmance u mehysaguc-
HOCMU PUHAHCUJCKUX nepopmancu ynompebe pecypca u eKOTOUKUX NepGOPMAHCU.

Kwyune peuu: exonowke nepgopmarice, gunancujcke nepgopmarce, ymuyaj,
mehysasucrocm, npeoysefie

1. Introduction

Business performance of an enterprise can be divided into three parts: resource
performance, performance of resource usage and social responsibility performance
(Krsti¢, 2022). Resource performance shows the characteristics and quality of resources in
the enterprise, while performance of resource usage shows the economic success in using
resources. While resource performance is mostly non-financial in nature, performance of
resource usage is predominantly financial in nature, although it can also be non-financial
(Bogicevi¢ et al, 2016). Social responsibility performance is related to the non-economic
dimension of the enterprise’s operations and includes: social responsibility performance,
environmental performance (Krsti¢ et al., 2021), performance of health and safety at
work, and finally, ethical performance. They are mostly non-financial (Domanovi¢ et
al., 2020).

Since the 1970s, the concept of circular economy has gained more and more
importance. The initial development of the concept is attributed to Pearce and Turner,
who in 1989 described how natural resources affect the economy. They focused on the
importance of recycling, re-production, long-term design, repairs, maintenance, etc.
(Geissdoerfer et al., 2017). The circular economy implies processes of production/
consumption that maximize service based on the linear flow of materials and energy
considering nature-society-nature relations. This is achieved by using cyclic flows of
material and energy sources that can be characterized as renewable (Korhonen et al.,
2018; Raki¢ et al, 2021). The principles on which the circular economy is based are:
reciprocity, reduced use of resources, sustainability of design, innovative business models,
transformation of consumption, inclusion of citizens in sustainability, coordination and
participation in the process of change at multiple levels, promotion of different solutions
used for the purpose implementing the principle of circularity, incorporating sustainability
into political-economic systems and a holistic approach (Velenturf & Purnell, 2021).

Great social inequality, scarcity of resources, destruction of biodiversity, global
warming and other climate changes have made the existing systems ineffective and
have forced economic subjects to change. As a result, the development of regenerative
systems and regenerative economy (BMW Foundation RESPOND, 2022), as a concept
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that is related to the concept of circular economy, occurs. Regeneration is a process aimed
at creating sustainable systems. Through the use of universal patterns and principles
comes the creation of healthy and sustainable systems. Certain principles on which the
regenerative economy is based are differentiated. The first principle emphasizes the
existence of reciprocity, which implies a high degree of connection and conditioning of
all actors and parts of the system. According to the second principle, the system is only
as strong as the weakest part. The third one focuses on innovation and adaptation, as
ways to survive concerning rivals. The fourth implies that the parts of the system must be
connected, and that inclusiveness contributes to a better functioning of the system. The
fifth emphasizes that a regenerative economy fosters healthy and resilient communities
and regions, while maintaining uniqueness. The sixth talks about the limits of the system,
according to which creativity is located at the edges of that system. Seventh, the focus
directs to the importance of circularity, between all parts of the system. Finally, the
eighth principle of the regenerative economy suggests the importance of the balance of
the entire system (Capital Institute, 2023).

The concepts of circular and regenerative economy focus on monitoring and
improving the EP of enterprises. EP represents measurable results in managing the
environment. There are increasing demands on businesses to focus on improving this
performance group. Requirements for standardization (ISO 9000 and ISO 14000) provide
an opportunity to improve the market position and achieve competitiveness in relation
to participants who do not respect the stated standards. Also, the regulations of certain
countries, especially countries that belong to the European Union, require reporting on
achieved EP, which encourages enterprises to manage them in the best possible way.
Satisfying stakeholder interests is another reason for EP management (Purnomo &
Widianingsih, 2012; Jovanovi¢ et al., 2013).

Environmental problems are becoming an increasingly topical issue. In addition
to the demands for corporate social responsibility, consumer demand for the delivery of
environmentally friendly products is also intensifying. Also, a large number of countries
prescribe regulations in the field of managing the environmental aspect of business as
well as the obligation to report on the achieved EP. Enterprises are faced with the dilemma
of the impact of EP on FP (Miladiasari et al., 2021). The importance of EP management
is also reflected when it comes to investment activity. In addition to considering financial
results, investors often look at environmental practices and results, bearing in mind their
impact on FP. In this way, they learn about the possibilities for development, but also
possible problems and obstacles for the long-term business of the enterprise, on the basis
of which they make the final investment decision (Sari & Sutopo, 2022).

In this paper, by reviewing and analysing the results (outcomes) of the relevant
literature, it is examined the connection and influence of EP (emissions reduction,
control of pollution, conservation of natural resources, publication of environmental
data, environmental cost (EC), energy intensity, eco-efficiency, carbon emission
(CE), sustainability reporting disclosure, corporate environmental reporting (CER),
environmental accounting (EA), sustainability performance, sustainability performance
disclosure, carbon intensity/emission, energy use, water/air/soil pollution, waste
production) on FP of the use of resources (return on assets (ROA), return on equity
(ROE), return on sales (ROS), return on investment (ROI), return on capital employed
(ROCE), Tobin’s Q, cash-flow/equity ratio (CF/E ratio), cash-flow/assets ratio (CF/A
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ratio), earnings per share (EPS), profitability, earnings before interest and tax (EBIT),
earnings before interest, tax and amortization (EBITA), liquidity, leverage, economic
value added (EVA), market value/book value ratio (M/B ratio), sales growth, efficiency,
income, cumulative return on shares). Then the influence of FP of the resource use on
EP and finally the mutual influence of these performance groups are investigated. These
relationships are presented in Figure 1.

Figure 1 Conceptual research framework of relationship
between EP and FP of resource usage

Financial performance

1 Environmental performance |:>

Financial +

2. performance :>

Environmental performance

Financial

performance :>:

Source: Authors

Environmental performance

2. The impact of environmental performance on financial
performance of resource usage

In the relevant literature, there is a group of researches that deal with indicators
of the effects of reducing harmful emissions (environmental pollution) on the FP of
resource usage (Table 1).

Accordingly, Jaggi and Freedman (1992) analysed the impact of pollution
performance on FP - ROA, ROE, CF/E ratio and CF/A ratio. The pollution performance
from 1978 and its effect on FP for the period 1975-1977 were analysed. The results
showed that pollution performance has a weak negative relationship with ROE, then
a medium negative relationship with ROA, as well as a strong negative relationship
with CF/E ratio and CF/A ratio. A similar analysis was carried out by Hart & Ahuja
(1996) on the example of Standard and Poor’s 500 list of enterprises. A positive impact
of emissions reduction (EMRED) on ROA, ROE and ROS was determined, except in
the initial year of the research (1989). Also, King & Lenox (2001) proved a negative
correlation between total emissions and Tobin’s Q. They concluded that enterprises with
reduced emissions improve financial results in the following year. Ganda & Samson
Milondzo (2018) investigated the effect of CE on FP of enterprises (ROI, ROE, ROS) in
South Africa, proving the negative impact of CE on the observed FP.
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It can be concluded that all research from this group proved a negative relationship
between the emissions of harmful gases of the enterprise (damage to the environment)
and FP of resource usage (ROA, ROE, ROS, Tobin’s Q).

The second group of studies deals with the analysis of various indicators of the EP
of enterprises and their impact on the FP of resource usage.

Salama (2005), during the year 2000, showed that EP (waste management, good
environmental reputation, implementation of environmental measures) has a positive
impact on FPof resource usage (which leads to achieving a greater competitive advantage
through maximizing shareholder’s wealth, thereby achieving better financial results).
Similarly, Prayanthi & Mandagi (2015) proved a positive impact of EP on ROA and
ROE in a three-year period (2011-2013). The sample included only one enterprise in
Indonesia. Also, Haninun et al. (2018) conducted research in the period 2009-2014. The
analysis showed a significant positive relationship between environmental and FP of
resource usage (ROA, ROE). In accordance with these researches are the following.
Kalash (2021) conducted the research examining the impact of EP on ROA, ROE and
operating profitability. A significant positive impact of environmental performance on
all investigated FPs was determined. Galant & Cvek (2021) analysed the environmental
impact on FP of the 150 largest enterprises in Croatia. The results of the research showed
a positive and significant impact of EP on FP of the analysed enterprises. For research
purposes, Fauzi (2022) proved that there is a positive influence of EP on FP (ROE and
Tobin’s Q), but also on the value of the enterprise. Ramlawati et al. (2022) suggested that
there is a positive and significant impact of EP on ROE. Better quality in environmental
management by enterprises, according to the research results, leads proportionally to an
increase in ROE. And some recent research proved the positive impact of eco indicators
on FP of enterprises. Inalloa et al. (2023) investigated the impact of EP indicators on
FP. The environmental indicators used in the study included the following: control of
pollution, environmental damage prevention, research, development and conservation
of natural resources and the determinants of environmental policy. FP indicators used
as dependent variables in the study included: ROA, ROE, ROS, book value, market
value, residual profit and ROI. The research results showed a significant relationship
between EP and FP, as well as a significant impact of environmental on FP of resource
usage. Naseer et al. (2023) dealt with the analysis of the impact of EP on FP of resource
usage (ROA, Tobin’s Q, EPS). The research results implied the existence of a significant
positive relationship.

Angelia & Suryaningsih (2015) analysed the influence of EP on ROA and ROE
of enterprises divided into 5 groups (the best or first group includes enterprises that fully
implement a sustainable business system and environmental management in the long term,
while the worst group, i.e. the last one, does not respect the principles of environmental
management, with the potential possibility of pollution and damage to the environment). They
concluded that EP has a significant positive impact on ROA and ROE only for enterprises in
the first group.

Manrique & Marti-Ballester (2017) investigated the influence of EP (reduction of
emissions of harmful gases, hazardous waste, water use, impact on biodiversity, cooperation
with environmental organizations) on FP of resource usage (ROA and Tobin’s Q). They
showed that there is a positive impact of EP on FP, with greater positive effects for enterprises
from developing countries. The reason for this result is that enterprises located in developing

EEX=] ECONOMICS OF SUSTAINABLE DEVELOPMENT 5
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countries are most often in the initial stages of environmental activities, which allows them to
achieve better results through the implementation of environmental activities. These activities
are simple to implement, require a short period, achieving short-term profits while requiring
low financial assets, and improving ROA.

Table 1 Systematization of research results on the influence of EP on FP of resource usage

R § o Correlation Regression
== <=
Research Sample i g 52
é g E‘ S Connection Impact direction
1978 —No
significant impact
1975-1977 - ROE
ROA (weak negative),
, N ; ROA (medium
Jaggi & 13 enterprises in P . ROE, .
ollution negative), )
Freedman the USA erformance CF/E CF/E ratio (stron
(1992) (1975-1980) p ratio, - &
CF/A ratio negat ive),
CF/A ratio (strong
negative)
1978-1980 — No
significant impact
127 enterprises ROA
Hart (1996) in the USA EMRED ROE R 0S - Positive
(1989-1992) ’
4483 . Relative Relative (weak
King & Lenox manufacturing emissions negative)
8 enterprises in ’ Tobin's Q g ¢ -
(2001) the USA Industry Industry (No
emissions significant impact
(1987-1996) g P
201 enterprises
Salama (2005) in the UK CER Cash-flow - Positive
(2000)
17
manufacturing,
Angelia & infrastructure
Suryaningsih and service EP ROA, ROE - Positive
(2015) enterprises in
Indonesia
(2012-2013)
Prayanthi 1 enterprise in Pos;:llzllezgll ?2’ 0 12
& Mandagi Indonesia EP ROA, ROE - No signi ﬁc;nt
(2015) (2011-2013) impact in 2011
ROA (strong
negative),
ROA
. ! ROE (strong
Md Nor et al. 10.0 enterprises | - g, onmental ROE, negative), .
in Malaysia X EPS, Positive
(2016) disclosure EPS (weak
(2011) Profit o
margin positive),
Profit margin
(weak negative)
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2982 enterprises
Manrique & in developed ROA
Marti-Ballester | and developing CER Tobi Y 0 - Positive
(2017) countries ovm s
(2008-2015)
42
manufacturing .
Maksum & enterprises in EP ROA } No §1gn1ﬁcant
Tamba (2017) . impact
Indonesia
(2012-2014)
108 enterprises
Haninun et al. | from Indonesia .
(2018) stock exchange EP ROA, ROE - Positive
(2009-2014)
Ganda & 63 enterprises ROI,
Milondzo in South Africa Effect of CE ROE, - Negative
(2018) (2015) ROS
ROA (negative)
ROE (no
significant
27 chemical ggg impact)
Nuzulus (2019) enterprises in EC NPM., ) NPM (pe:gatlve)
Japan Tobin’s O Tobin’s Q
(2012-2015) PER ! (negative)
PER (no
significant
impact)
EP (positive),
Ermaya & 23 enterprises in EP, EC (negative),
Mashuri Indonesia EC, FP - ISO 14001
(2020) (2016-2018) 1SO 14001 (no significant
impact)
21 service ROI
Yjoti & enterprises in 4 ROI, ROE, ROCE .
Khanna (2020) India Ep gggé (weak positive) Negative
(2014-2019)
49 enterprises
from Istanbul ROA4, .
Kalash (2021) EP ROE, - Positive
stock exchange op
(2014-2019)
150 enterprises
g‘ggf)f & Cvek in Croatia EP FP - Positive
(2018)
64 enterprises
from
chemical and ROE
Fauzi (2022) manufacturing EP o - Positive
- Tobin's Q
sector 1in
Indonesia
(2016-2018)
. 15 enterprises in
51("?2]?)3/;)” et Indonesia EP ROE - Positive
’ (2018-2020)
2711 enterprises ROA,
Z‘}j;;’ etal. in the USA EP Tobins O, - Positive
(2001-2021) EPS
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Control of
pollution,
Environmental | ROI ROE,
108 damage ROA,
] manufacturing prevention, Book
nalloa et al. . . Research, value, Positi
(2023) enterI[; ralzes m development and | Market ositive
conservation value,
(2013-2020) of natural Residual
resources, profit
Environmental
policy

Source: Authors

Maksum & Tamba (2017) conducted research that examined the influence of EP
on FP. The result suggested that EP has no significant effect on FP. Similarly, Yjoti &
Khanna (2020) investigated the impact of EP on ROI, ROE and ROCE. The research
was conducted in the period 2014-2019 in the UK. The results of the correlation analysis
showed that there is a weak positive influence of EP on ROI, ROE and ROCE. Regression
analysis showed the existence of a negative impact of EP on all observed FP indicators.

It can be concluded that previous research indicated that enterprises from
developing countries, as well as enterprises that stand out as enterprises that respect
environmental principles the most, have greater effects on FP due to the improvement
of environmental indicators. However, not all research has proven the positive effects of
improving environmental indicators on FP of resource use, which can be explained by
considering the analysis of this impact in the short term.

Research that dealt with the influence of EC for the enterprise on FP of resource
use is also highlighted.

Firdausi Nuzulus (2019) investigated the effects of EC on FP of resource usage.
The independent variable in the research was the EC, while the dependent variables
were: ROA, ROE, NPM, PER and Tobin’s Q. The results showed a negative impact of
EC on ROA, NPM and Tobin’s Q, while no significant impact is observed for ROE and
PER indicators.

Laela Ermaya & Saputri Mashuri (2020) came to the result that EP has a significant
positive effect on FP of resource use, then EC has a negative effect on FP, while ISO
14001 standards have no significant effect on FP.

3. Impact of financial performance of resource use
on environmental performance

In the relevant literature, some studies proved the positive influence of FP of
resource use on EP of enterprises.

Peter Osazuwa & Che-Ahmad (2016) proved the existence of a positive impact of
profitability on the relationship between eco-efficiency and enterprise value. Similarly,
Laguir et al. (2017) conducted research in the period 2008-2011. The positive impact
of all the mentioned indicators of FP (ROA, EBIT and EBITDA) on EP of the analyzed
banks was observed. In addition, Farhan et al. (2023) showed a positive impact of ROA
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on total sustainability expenditure (total sustainability costs - SUS). The same direction
of correlation exists when it comes to the impact of ROA on environment and pollution
control-related expenses (ENV). This study resulted in a positive effect of liquidity
on the environment and a positive effect of liquidity on environmental consumption.
Efendi et al. (2020) proved that there is a negative impact of profitability on CE by
enterprises. The study by Moshud (2020) based on assessing the influence of profitability
indicators on the publication of environmental data. The results showed that there is a
significant positive impact of profitability on environmental disclosure. In contrast, Ardi
& Yulianto (2020) conducted research where the results showed that the profitability of
the enterprise does not affect the disclosure of data on the impact of the enterprise on
the environment. Similar to this research, Fatmawati & Trisnawati (2022) analyzed the
impact of enterprise profitability on reporting on EP and sustainability (Sustainability
Reporting Disclosure - SRD). The results of the analysis showed that profitability does
not have a significant impact on the disclosure of environmental data.

Also, some studies didn’t prove the positive impact of FP of resource usage on EP
of enterprises.

Wihandoko et al. (2022) dealt with the research of non-financial enterprises. This
research proved that enterprise profitability has a negative impact on EP.

Aigbedo (2019) analyzed the impact of FP (ROA, ROE, ROS) on EP for 2012. The
research focused on enterprises from different parts of the world (Europe, North America
and Asia). The research found that enterprises based in Europe have slightly better EP and
practices, however, overall, the research showed that there is no statistically significant
relationship between the examined variables.

Vinayagamoorthi et al. (2015) investigated the influence of FP (ROA, ROE and
ROCE) on EP (energy intensity). The results of the analysis showed that energy intensity
has a negative impact on ROCE, while the impact on ROA, ROE and ROS is positive.

Table 2 Systematization of research results on the influence of FP of resource usage on EP

s = Correlation Regression
3 2 ]
Research Sample £ Ek:
’ g E § g Connection Ly el
E - e direction
ROA (weak
negative)
191 enterprises ROA, ROE (weak ROCE
Vinayagamoorthi et | from Bombay ROE, Energy negative) (negative)
al. (2015) Stock Exchange ROS, intensity ROS (weak ROA, ROE,
(2004-2014) ROCE positive) ROS (positive)
ROCE (weak
negative)
. L Profitability
667 non-ﬁnanplal Profitability, Eco-e]j‘tczfncy/ (positive)
Osazuwa & Che- enterprises in Loverase enterprise Leverage (no
Ahmad (2016) Malaysia 8 value verag
significant
(2013) :
impact)
ROA4,
Laguir et al. (2017) 68558%?20"1“1‘;]‘5 EBIT, EP - Positive
EBITA
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50 industrial ROA, No sienificant
Aigbedo (2019) enterprises ROE. EP - imgn act
(2012) ROS P
9 enterprises .
from agricultural Profitabili Publication of (gz?m?flil(l;gyn "
Ardi & Yulianto and mining Lover 0\ environmental ) imgI; cf)
(2020) sector in everage data L Vpra
Indonesia cverage
(2014-2018) (Negative)
35 Profitabili
manufacturing Profitability, (I\(I)e ativg
Efendi et al. (2020) enterprises in Leverage CE - Le \%era o
Indonesia Positi e
(2020) (Positive)
82 enterprises in Publication of
Moshud (2020) Nigeria Profitability | environmental - Positive
(2012-2016) data
13 enterprises e
Wihandoko et al. from Indonesia Pzgjz Zzllzy’ EP ) Neative
(2022) stock exchange ECg ’ g
(2017-2020)
39 enterprises Lo
Fatmawati & from Indonesia Profitability, SL;ZWZZZIIW ) No significant
Trisnawati (2022) stock exchange Leverage Disi losufe impact
(2018-2020)
Weak positive
75 enterprises in ROA, (ROA, SUS), | Liquidity, ENV
Farhan et al. (2023) India Liquidity, SUS, veak negative || (Positive)
(2015-2021) Leverage ENV (Levage, SQS) Liqui ty, SUS
‘Weak positive (positive)
(ROA1ENV)

Source: Authors

financial performance of resource usage

4. Interdependence of environmental performance and

There are relevant studies that suggested and proved the significant interdependence
of financial and EP of enterprises.

Table 3 Systematization of the results of research on the mutual influence

of FP and EP of enterprise
= = . .
E E % E E % Correlation Regression
Research Sample g s g5 =
% 2 % = C ti ImpaCt
e k- he onnection direction
= =
Sarumpaet 8.7 enterpris;s No significant
(2005) in Indonesia ROA EP - impact
(1996-2000)
Recycling,
Montabon 45 enterprises in | Sales growth, Reduction of waste, Significant
(2007) the USA ROI Remanufacturing, positive .
Ecological design
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ROA (medium
40 enterprises negative),
Smith et al in Malaysia on ROA, ROE, EPS, ROE (medium
(ergm)e a Kuala Lumpur CER Taxation, negative), -
Stock Exchange Market participation Other
(2002) indicators — no
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Energy use, Water
100 enterprises | pollution, Noise, .
from the food | Waste production, Effi clency,
Dusseldorp ind i th Odor Hazard Profitability, Positi
(2008) industry mn the or, Hazardous Income ositive =
Netherlands substances,
(2005) Soil pollution, Air
pollution
o 337 Dutch . Profit growth,
Vijfvinkel et al and Chinese Envzro_nme_n.tal Income - Positive
(2011) . sustainability
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Aguilera-
Caracuel 140 enterprises
& Ortiz-de- in Europe EP ROA - Positive
Mandojana (2007-2010)
(2013)
Kiigiikbay & -
L 30 enterprises in ROA ..
Kiiciikbay " EP Weak positive -
(2016) Turkey (2015) B/M ratio
Tang & Wang 620 enterprises . ..
2017) in the USA Tobin’s Q CE - Positive
. 45 enterprises
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(2012-2015)
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Wahyuningrum | 200 enterprises ROA4, (ROE, ESP)
& Budihardjo in Australia ROE, EP - ROA (No
(2018) (2014) ESP significant
impact)
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(2019) 2016)
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manufacturing ROE
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. Tobin'’s Q
China
(2012-2018)
300 enterprises
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Setyawan (2020) Java Province ROA Ep ) impact
(2019)
Matuszewska- | 59 enterprises in
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(2021) (2015-2020)
Simsek & 214 enterprises ..
Oztiirk (2021) in Turkey £P £4 ) Positive
69 enterprises . .o
El-Mohr et al. in Egypt (2007- Cumulative return 1SO 14001 ) No _s1gmﬁcant
(2021) on shares impact
2013)
. G7 enterprises Sustainability ..
Lietal (2022) (2004-2020) ROA, ROE performance Weak positive -
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1466 enterprises Financial
Jia & Li (2022) in Australia EP Negative
(2007-2015) problems
Dewi & 63 enterprises Disclosure of Lo
Widyawati in Indonesia ROA sustainability No istlr%n;fcitcant
(2023) (2020) performance P
. 795 European
I(EaOhZZ 331 al enterprises Tobin’s Q, EVA EP Positive
(2015-2020)

Source: Authors

Montabon (2007) conducted research involving enterprises in the USA, which resulted
in the existence of a significant positive relationship between the following EP indicators:
recycling, proactive waste reduction policy, remanufacturing and environmental design of
the product, on the one hand, and FP indicators (ROA, sales growth), on the other hand.
Similarly, Dusseldorp (2008) surveyed 100 enterprises belonging to the food industry. The
research examined the connection between environmental (energy use, water pollution,
noise, waste production, waste materials, hazardous substances, soil pollution, air pollution)
and FP (efficiency, profitability and income). The existence of a significant positive statistical
relationship was established. Also, Kiiciikbay & Kiigiikbay (2016) determined the existence
of a positive relationship between ROA and M/B ratio (Market Value/Book Value ratio) and
EP. Bartolacci et al. (2017), looking at the four-year period from 2012 to 2015, investigated
the interdependence of environmental (environmental practices implemented) and FP (ROA).
The analysis showed a positive relationship between the analysed performance indicators.
Xinlu (2020) concluded that EP indicators were correlated with FP indicators (ROE and
Tobin’s Q), confirming a significant positive relationship. Rahi et al. (2023) examined the
interdependence of FP (Tobin’s Q, EVA) and EP. The results of the analysis suggested the
existence of a significant positive relationship.

Smith et al. (2007) analysed the interconnection between corporate environmental
reporting (CER) and FP. The analysis established that there is statistical significance for the
ROA and ROE indicators. Similarly, Tang & Wang (2017) investigated the influence of CE on
FP (Tobin’s Q). The results showed that enterprises with better FP have greater transparency
in publishing data on CE. Also, reducing CE, according to research results, would lead to
improved FP. Simgek & Oztiirk (2021) investigated the relationship between EA and FP. With
the increase in environmental awareness, EA is introduced within the traditional accounting
system. The analysis established the existence of a significant positive relationship between
EA and FP. Similarly, Dewi & Widyawati (2023) examined the interdependence of FP (ROA)
and sustainability performance disclosure. Research results, in contrast to previous studies,
didn’t show the existence of a significant relationship between the analyzed performances.
Li et al. (2022) conducted research and concluded that in years without financial crises,
enterprises that base their operations on sustainability have better financial results, as well as
enterprises with better financial results, direct their operations towards ecological operations
(asignificant positive relationship between ROA and ROE, on the one hand, and sustainability
performance, on the other hand). During the crisis, a significant negative relationship was
noted. In general, for all observed years, a weak positive relationship was proved, on average,
between ROA and ROE and sustainability performance.
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Aguilera-Caracuel and Ortiz-de-Mandojana (2013) proved that the level of intensity
of green innovations (GI) in the enterprise is in positive correlation with FP of resource use.
The stricter the environmental regulations in a country, the weaker the positive relationship
between the intensity of GI and the improvement of FP.

Contrary to the previous one, there is also a group of researches that proved that there
is no statistically significant interdependence between FP and EP of enterprises.

Sarumpaet (2005) came to the conclusion that ROA has no significant interdependence
with EP. Similarly, Setyawan (2020) investigates small and medium-sized enterprises. The
analysis covered the influence of EP on FP of resource use, and vice versa, financial on EP
of enterprises. It was concluded that there is no significant statistical relationship in both
directions. ROA indicator was used as a measure of FP. Also, Sri Wahyuningrum & Arief
Budihardjo (2018) investigated the relationship between EP and FP. The result implied that
there is no significant statistical relationship between ROA and EP, while the relationship
between EP and ROE, as well as EP and EPS indicators, is positive. The limitation of the
study refers to the sample itself, which included enterprises from only one country that were
analysed in one year. El-Mohr et al. (2021) examined the interdependence of environmental
(existence of ISO 14001 certificate) and FP (cumulative stock returns). The results showed
that there is no statistically significant relationship between the observed performance groups.

In addition, some studies pointed to the negative interdependence of EP and FP of
resource use.

In their research, Robaina & Madaleno (2019) investigated the interdependence
of environmental and FP in 17 sectors. The research was based on ROA (as FP indicator)
and carbon intensity (as EP indicator) by sector. The analysis established the existence of a
significant positive relationship between the variables. Also, in his research, Matuszewska-
Pierzynka (2021) intended to determine the link between EP and FP. A negative relationship
between these performance groups was established.

5. Conclusion

There is a trend of increasing interest in the preservation of the environment,
due to the increase in the exploitation of natural resources and pollution caused by the
human factor. The concept of social and, especially, environmental responsibility is
being adopted by an increasing number of enterprises. Especially in developed countries,
enterprises are adopting the principles of circular and regenerative economy, while
enterprises in developing countries are also demanding the application of ecological
practices and initiatives. Monitoring the success of incorporating these practices into the
enterprise’s operations requires measuring EP, but also assessing the impact of improving
EP indicators on FP of the enterprise’s resource use.

Research that examines the relationships and mutual influences of EP (emissions
reduction, control of pollution, environmental damage prevention, conservation of natural
resources, EC, publication of environmental data, environmental accounting, energy intensity,
energy use, eco-efficiency, CE, sustainability reporting disclosure, water/air/soil pollution,
waste production) and FP of resource use (ROA, ROE, ROS, ROI, ROCE, Tobin’s Q, EVA,
Profitability, EBIT, EBITA, Liquidity, Leverage, M/B ratio, Sales growth, Efficiency, Income)
are mostly focused on the mutual influence of EP and indicators of profitability and market
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performance of the enterprise. Research that examined the impact of environmental on FPof
resource use presented different results. Nevertheless, it is noted that in most of the
conducted analyses, the positive impact of the introduction of environmental measures
and initiatives on FP, has been proven. Studies examining the impact of financial on EP
also provided mixed results. Here, the existence of positive and negative influence is
noted equally, as well as research where there is no statistically significant relationship
between the analysed variables. The third group of researchers who examined the mutual
influence of environmental and FP, in the largest percentage proved the existence of
positive interdependence.

The number of researches and interest in the question of connection between
environmental and FP is growing over time, as shown by the large number of published
papers over the last 5 years. The most common limitations in published research are
the number of enterprises included in the sample, a short period of observation and the
number of included variables. Nevertheless, the existing research included enterprises
from different countries, both developed and developing countries, and enterprises from
different sectors.
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o00porcuBe npaxce 3apao nOCmMu3area oy2opoure oopcusocmu. 08aj pad ucmpasicyje
KOHYenm eKonouikux oecmunayuja. lemaswte cnyouje cayuaja 0 00pHCU8OM paszeojy
mypusma y Cnoeenuju u rerom enaguom epady Jbhybmwanu, I'emebopey (Illsedcka)
u Kocmapuxu onucane cy 3apad ucnumusarsa YCnewHux cmpameuja 00pi#cusoe
MypusMa U RUX0602 YMUYaja Ha CROXCEHYy MehycoOHy UHMEePaKyujy eKOTOWIKUX,
OpyuImeeHux 1 ekoHoMckux gaxmopa. Pao uzmely ocmanoe noosnayu yeHmpaimy
yiozy 00pacusocmu y ypoaHum 0ecmuHayujama u ucmuie ceeobyxeamue npucniyne
Jbybmane u I'emebopea, uuje cy cmpameeuje 00pHcugoe paseoja npenosHame Kao
yenewne. Pesynmamu paoa Haznawaeajy 2no0anti 3Ha4aj npaxce 00pixcusoe mypusma
u ucmuyy uzasoge, mMocyhHocmu u nompedy 3a capaoroM usmehy paziuyumux
3aunmepecoganux cmpaua. IIpaxmuune umniukayuje u OpUSUHATHOCT paodad aexce
V Npy#cary yeuoa u npenopyka Koje mozy nomohu decmuHayujama wupom ceema
0a crede banancupan u oopxcus mooen mypusma. Y ceemuy mekyhux usazosa
VIPAssara y mypusmy, 08aj pao ucmue capaory usmely 10KarHoe CIaHo8HUWMad,
npusamHoe Cekmopa, jagHoe cekmopa u Opyeux 3auHmMepecosanux cmpaua, Koja je
00 CYWMUHCKO2 3HAUaja 3a npomosucarse oopocusocmu. Typusam ce cyouasa ca
K/BYUHOM (hasom y KOjoj eKOTOWKYU Npuxeammsuee cmpameuje HUCy camo MOpaiHa
obasesa el u cmpamewiku UMnNepamus 3a 0ye0pOYHy KOHKYPEHNMHOCH U ONCIAHAK
Odecmunayuja mpxcuwmy. Pad uma 3a yuws 0a npysxcu ceeodyxeaman npezied u
NpenosHa 0a oopicuse Npakce HUCY Camo emuyxe, 8ef U CYULmuHCKU 8asxche 3a 0yoyhu
yenex mypusma.

Kawyune peuu: oopocusu mypusam, cmpamezuje, ekomypucmuixke oecmuHayuje,
cmejkxonoepu

1. Introduction

Tourism is a fast-growing industry (Mari¢ et al., 2022), but in an era marked by
the escalating urgency of environmental concerns, the global tourism industry finds itself
at a pivotal crossroads. According to Lazarevi¢ and StaniSi¢ (2022), nearly all tourism
organizations characterize the success of tourism as an increase in tourist numbers. Higgins-
Desbiolles (2018) notes that a critical challenge within the tourism sector is the “addiction
to growth”, where the focus of tourism strategies is on increasing tourist numbers. This
highlights a wider concern about the industry’s propensity for constant expansion, potentially
overlooking the sustainable aspects of tourism development. Monbiot (2012) contended
that the concept of sustainability has undergone a semantic transformation, evolving from
“sustainable development” to “sustainable growth” and eventually reaching the term
“sustained growth”. On the other side, if sustainability holds any meaningful significance, it
fundamentally opposes the notion of sustained growth. Furthermore, the pursuit of perpetual
growth on a finite planet is inherently unsustainable. This context sets the stage for the
addiction to growth within the tourism industry.

However, the paradigm shift towards sustainable tourism practices has become not
only a moral imperative but also a strategic necessity for destinations seeking long-term
viability. Moreover, there is an immediate requirement for sustainable competitiveness.
A successful blueprint for sustainable tourism should prioritize the development of robust
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adaptive capacities while fostering continuous engagement from all involved parties (Tao &
Wall, 2009). Incorporating the internal public into the development and marketing of tourism
destinations contributes to the conservation of the natural environment and the cultural
identity of the destination (Vodeb, 2012; Krsti¢ et al., 2017).

The term “eco” widely recognized for denoting environmentally friendly products has
permeated various sectors, including the tourism industry. Notably, the tourism sector has
embraced this “green” trend by incorporating the prefix “eco” into travel-related products,
such as travel packages and destinations. This has given rise to the concept of eco-friendly
travel destinations or ecotourism (Amendah & Park, 2008). This paper delves into the
dynamic realm of eco-friendly destinations examining the pivotal role these strategies play
in fostering environmental preservation, community empowerment, and economic growth.

As international travel continues to burgeon, so does the imperative for destinations
to re-evaluate their approach to tourism. Unbridled tourism growth, if unchecked, can lead
to detrimental effects on ecosystems, cultural heritage, and local communities. Recognizing
this, an increasing number of destinations are embracing eco-friendly initiatives that seek to
balance the allure of tourism with responsible and sustainable practices. Sustainable tourism
practices not only provide financial support to a destination but also contribute to its social
infrastructure, employment opportunities, conservation of nature, adoption of innovative
work methods, and the rejuvenation of underdeveloped rural areas (Coros et al., 2017).

Sustainable development and its extension into sustainable tourism, despite their
appeal and widespread adoption by international organizations, numerous governments,
and legislative bodies, have faced considerable criticism due to their vague definitions and
the challenges encountered in their practical implementation (Wall, 2002). It is therefore
crucial to clarify the relationship between social, ecological and economic factors that
shape the sustainability of tourism destinations. From policy frameworks to community
engagement initiatives, from innovative infrastructure development to marketing
strategies, each facet contributes to the overarching goal of creating destinations that
not only endure the passage of time but thrive in harmony with their surroundings. The
question guiding this study is: What effective strategies promote sustainable tourism
development in destinations? Therefore, this paper attempts to explore the multi-layered
system of sustainable tourism and the strategies that destinations employ to walk the
fine line between welcoming tourists and preserving the essence that attracts them.
A comprehensive exploration of successful case studies should distil key lessons and
recommendations that can guide destinations worldwide in their pursuit of a balanced
and sustainable tourism model. Case studies include Slovenia, Ljubljana, Gothenburg
(Sweden), and Costa Rica, as destinations that are all widely recognized as exemplary
destinations in terms of sustainable tourism practices (Global Destination Sustainability
Movement, 2024; Global Sustainable Tourism Council, 2022; Kuscer et al., 2017).

2. Literature review
The definition of a sustainable destination depends on sustainable tourism development,
and as Lee (2001) stated, the term ‘“‘sustainable destination” in a precise interpretation

would only be applicable when the destination has successfully realized the enduring goals
of sustainable development. Sustainable development serves as the core principle guiding
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progress, with tourism exerting significant economic, ecological, and social influences in the
contemporary global context. As such, the advancement of the tourism sector is intricately
connected to all three dimensions of sustainability, reflecting a comprehensive approach to
balanced and responsible growth (Streimikiene, 2021).

Development of tourism that has a positive impact on overall development or is
consistent with the principles of sustainable development and guaranteeing the fulfillment of
future generations’ needs and aspirations while conserving resources is sustainable tourism
development (Radjenovi¢ et al., 2022). Consequently, the implementation of sustainable
tourism policies, effective destination management and vigilant monitoring play a crucial
role in improving community well-being, preventing inappropriate use of natural resources
and facilitating a better tourism experience (Khan et al., 2021, Stanisi¢ et al., 2022).

Amerta (2017) offers a comprehensive examination of the fundamental principles of
sustainable tourism development, with a specific focus on tourists. The highlighted aspects
encompass the preservation of environmental quality, the provision of advantages to both
tourists and residents, the maintenance of connections between tourism and the environment,
the promotion of harmony between local inhabitants and their surroundings, the establishment
of adaptable conditions in line with carrying capacities, and the imperative for all stakeholders
to collaborate in pursuit of a shared mission for sustainable development. Sustainable tourism
is often associated with safeguarding ecosystems, advancing human well-being, ensuring
fairness across generations, and involving the public in decision-making (Popovi¢ et al.,
2023). The interest in this subject has unquestionably increased over the last four decades.
Currently, sustainability is considered a policy objective applicable to various types and sizes
of tourism activities and settings (Bramwell, 2015).

Nevertheless, ensuring sustainability in tourism destinations poses a persistent
challenge in terms of governance. Achieving sustainability necessitates strengthened
collaborations that unite residents, the public and private sectors and other stakeholders.
Due to the systemic nature of the tourism industry, the difficulty in pursuing sustainability
has become more prominent (Roxas et al., 2020). To pursue sustainable tourism, there is a
necessity of involving stakeholders, including both present and future visitors, as well as the
present and future host community (Byrd, 2007). Yu et al. (2011) stated that for successful
sustainable tourism development, a crucial factor is the involvement and cooperation of the
residents. Rivera and Gutierrez (2019) emphasized that the adoption of a multi-stakeholder
or value chain approach is mandatory. The most effective models of multi-stakeholder action
integrate elements of both international and national intervention, incorporating unique
contributions from regions and local communities, whether they are public, private, or mutual
(Koscak & O’Rourke, 2017; Roxas et al., 2020).

Sustainability enhances a destination’s competitiveness by attracting eco-conscious
travelers, building a positive reputation, and differentiating the destination from competitors.
Cost savings from sustainable practices, community engagement, and adherence to global
standards further contribute to long-term resilience and innovation, ensuring continued appeal
in the tourism market. Ultimately, sustainability aligns with evolving consumer preferences,
regulatory expectations, and economic efficiency, bolstering a destination’s competitive edge.
Contrarily, a commonly held belief is that incorporating sustainability measures will increase
costs, consequently diminishing destination competitiveness (Bramwell & Lane, 2013).

Developing and producing eco-friendly products and services are crucial for
minimizing the environmental footprint of industrial activities within tourism destinations.
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Within the tourism sector, there is a growing trend of utilizing eco-labels as tools to enhance
the destination image of sustainability. Consequently, a firm’s eco-brand, eco-label, and
social media advertising play a crucial role in establishing a green market in eco-friendly
destinations (Chi, 2021). As per Talalova et al. (2021) the tourism industry requires concerted
efforts to address global climate change. The creation of environmentally conscious tourism
products, often referred to as green tourism products, will not only enhance competitiveness
but also increase the overall attractiveness of the destination.

Sulyok et al. (2022) noted that the emphasis on sustainability is becoming increasingly
important in our daily lives. Moreover, amidst the expanding scientific literature both
domestically and globally, businesses, interest groups, and municipal bodies are progressively
embracing circular and eco-conscious practices within their operations. They are striving to
align their activities with the principles of sustainability.

3. Case studies of eco-friendly destinations

Strategic documents are being implemented at various levels in order to align
tourism destinations with the goals of sustainable tourism development. Slovenian
tourism is staunchly dedicated to sustainable development. For several years, Slovenia
has been actively promoting itself as a destination characterized by its commitment to
environmental sustainability, emphasis on outdoor activities, and promotion of healthy
lifestyles. The advantages of pursuing sustainable development include cost savings,
increased appeal of sustainable businesses to investors, enhanced readiness for shifts
in environmental regulations, improved guest satisfaction, employee motivation and
retention, heightened visibility, and elevated prestige (Republic of Slovenia, 2024).
Slovenia is considered the greenest tourist destination in Europe, as around 60% of its
territory is forested and 53.6% of its area is designated as a nature reserve — making it the
European country with the highest proportion of such areas. Slovenia has 40 parks and
reserves with well-maintained hiking trails, where around 20,000 different plants and
animals can be seen (Eaglecreek, 2024). Within Slovenia, Olimia Terme stands out with
its glamping center called Glamping Olimia Adria Village. This facility offers luxury
tented accommodation that is sustainable and uses natural materials such as wood, stone
and canvas. The glamping center focuses on healing thermal mineral water used in the
pools and is committed to environmental protection through waste separation and the
installation of state-of-the-art eco-wastewater treatment plants (My Green Style, 2024).

The Slovenian city of Ljubljana has successfully achieved the status of a green
destination through its sustainable development strategy. Ljubljana has set itself the goal
of becoming an attractive, green and environmentally friendly destination that ensures
a high quality of life for residents and visitors. Ljubljana was named European Green
Capital in 2016 and secured recognition for its sustainable tourism efforts as part of
the European Smart Tourism Capital competition in 2018. In addition, the city was
awarded the Slovenia Green Destination Platinum award, and numerous hotels and
tourism agencies have international sustainable development certifications. Around
20% of Ljubljana’s natural areas are protected, with a generous 542 m* of green space
per inhabitant. Environmental protection measures include a ban on driving in the
city center since 2008, and tourists have the option of exploring the city by electric
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tourist trains or electric vehicles called Kavalir. The city actively promotes sustainable
transportation methods, such as eco-friendly public buses that run on methane and
an increasing use of bicycles. Payment for public transportation and other services is
facilitated by a contactless payment card called Urbana. The city is also promoting the
shared use of an electric car by several people to encourage vehicle sharing. Ljubljana
has environmentally friendly public buses, many of which run on methane. Bicycles are
a common means of transportation, and efforts are being made to make public spaces
and city buses more accessible for people with disabilities. For visitors with reduced
mobility, there is a mobile app called Ljubljana by Wheelchair. The city has achieved
the highest waste segregation rate in the EU, with underground waste containers in the
city center. Ljubljana advocates for the utilization of locally sourced food in its hotels
and restaurants. Sustainable development is consistently monitored by tracking key
sustainability indicators (Visit Ljubljana, 2024).

To promote the implementation of sustainable development, the Global Destination
Sustainability Movement has introduced the Global Destination Sustainability Index.
This index, as defined, helps destination management organizations to adopt, support
and recognize successful sustainable development practices. It assesses four key
areas: Sustainable Development Strategy and Infrastructure (Environmental), Social
Sustainability Performance, Supplier Support, and Destination Management Strategy
and Initiatives. Based on this assessment, a list of the leading sustainable destinations is
published annually. In 2023, the Swedish city of Gothenburg was recognized as the best
sustainable destination by the Global Destination Sustainability Movement. The city has
maintained its position as the leading destination in the Global Destination Sustainability
Index for six consecutive years (2016-2021) and earned the title of the European Capital
of Smart Tourism in 2020. In 2021, Lonely Planet recognized it as the Best Sustainable
City Stay globally. By April 2022, Gothenburg joined the ranks of the EU’s 100 climate-
neutral and smart cities, actively working towards achieving climate neutrality by 2030.
The city has also been honored with the European Capitals of Inclusion and Diversity
Awards (Global Destination Sustainability Movement, 2024).

Gothenburg is known for its use of modern technology, which benefits both citizens
and tourists. The city has introduced an efficient system for long-term tourism planning
and actively promotes public-private partnerships. Gothenburg is also committed to a
forward-looking public transportation system with the aim of achieving 100% zero-
emission transport by 2030, which meets the needs of all citizens and has dedicated
platforms for environmental protection. Even 92% of the city’s hotels and 100% of its
conference facilities have environmental certificates. Events taking place in the city use
a unique tool, the Event Impact Calculator, developed through local technological and
scientific collaborations. This tool anticipates the potential environmental impact of
events and helps organizers assess events from an economic, social and environmental
perspective (European Capitals of Smart Tourism, 2021).

Costa Rica stands out as a destination that exemplifies positive instances of
sustainable tourism development (Global Sustainable Tourism Council, 2022). It has
garnered international acclaim for its commitment to sustainable tourism. Costa Rica
has strategically integrated eco-friendly practices, such as extensive forest preservation,
wildlife conservation efforts, and eco-lodges that prioritize environmental responsibility.
The country has successfully attracted a growing number of eco-conscious travelers
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seeking immersive experiences in nature without compromising environmental integrity.
These initiatives contribute not only to the preservation of Costa Rica’s rich biodiversity
but also to the well-being of local communities, emphasizing the multifaceted impact
of sustainable tourism on a global scale. The country is marked by various eco-friendly
initiatives, including eco-conscious construction, organic farming, and the active
participation of residents in tourism. An illustrative case is the Samasati Nature Reserve,
where construction practices involve minimal environmental impact, eschewing heavy
machinery and tree cutting, relying on local labor, and channeling profits back into the
local community. This reserve is renowned for its focus on ecotourism and adventure
tourism. Additionally, the Almonds and Coral Hotel in Costa Rica serves as another
noteworthy illustration of effectively applying sustainable development principles.
Acknowledged with the highest level of eco-certification, this hotel champions
environmental preservation through the incorporation of green construction methods,
rigorous recycling practices, avoidance of chemical fertilizers and herbicides, meticulous
waste segregation, implementation of a specialized wastewater treatment system, and
adherence to a stringent environmental conservation and protection policy (Sustaining
Tourism, 2022).

4. Discussion

In general, the literature emphasizes that rural tourism (Lakner et al., 2018), green
tourism, ecotourism, soft tourism, agritourism, community tourism (Juganaru et al., 2008),
health tourism (Illario et al., 2019) are the types of tourism that can contribute to sustainable
development. Timur & Getz (2008) found that comparatively little attention has been paid
to sustainability in urban tourism compared to other types of tourism. In contrast, this paper
presents detailed case studies of two eco-friendly urban destinations, Ljubljana in Slovenia
and Gothenburg in Sweden. Ljubljana’s success is attributed to its comprehensive sustainable
development strategy, which includes measures for environmental protection, sustainable
transportation, waste management and the promotion of local products. Gothenburg’s
recognition as the best sustainable destination also underlines its commitment to modern
technologies, long-term tourism planning and innovative transport solutions. These urban
areas are a good example of sustainability and tourism stakeholders’ willingness to make a
change that can be noticed. Approaches for destinations with lower levels of urban development
typically prioritize the conservation of natural and cultural assets by promoting eco-friendly
tourist activities, engaging local communities in tourism, and incorporating technology (e.g.
national parks, national reserves etc). On the other hand, sustainable tourism strategies in
urban destinations primarily focus on alleviating negative effects on the environment, such as
minimizing the environmental footprint of transportation and enhancing waste management.

The findings and analyses presented in this paper underscore the critical importance of
sustainable tourism practices in the contemporary global landscape. As Talalova et al. (2021)
point out even tourists recognize sustainability as a great motivation factor, considering that
human life and health are linked to sustainability. Despite achieving minor successes, various
fundamental structural and attitudinal challenges hinder numerous enterprises from adopting
a more sustainable approach. Widespread ignorance persists, as many industry operators,
although genuinely concerned about sustainability, lack a comprehensive understanding of
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specific issues such as climate change, adverse environmental effects, and social impacts
(Agyeiwaah et al., 2017).

Different authors are addressing the urgency of sustainable tourism from different
aspects. As highlighted by Cotterell et al. (2021), conceptualization and mastery of
sustainability skills are essential for tourism educators, while Cheer (2019) emphasises the
urgency of sustainability indicators. Also, Ali & Frew (2013) suggested that information
and communication technology should be applied to reach sustainable tourism. This paper
emphasizes the dynamic realm of eco-friendly destinations, examining their role in fostering
environmental preservation, community empowerment, and economic growth. Ensuring
sustainability in tourism destinations requires addressing persistent governance challenges.

Integrating sustainability principles into the tourism sector presents a greater
challenge compared to other industries. This complexity arises from the diverse interests
and requirements of key stakeholders. Managing this intricate process involves addressing
multiple issues simultaneously, and there is no foolproof formula to ensure successful
implementation of sustainable tourism policies in practice (Maxim, 2015). In order to achieve
sustainability, increased cooperation with the most important interest groups is essential. The
difficulty in pursuing sustainability in the systemic nature of the tourism industry becomes
apparent, emphasizing the need for multi-stakeholder or value chain approaches.

Investing in green technologies and fostering green innovations enhances job
opportunities and directly contributes to the realization of sustainable development objectives
(Jovanovi¢ et al., 2023). Digital technology in tourism typically concentrates on marketing,
management, assessing ecological effects, improving the tourist experience, planning
tourism activities, managing destinations, and promoting sustainable development. However,
integrating digital technology into sustainable tourism destinations presents a multifaceted
challenge that requires collaboration among diverse stakeholders, including tourism
operators, policymakers, local communities, and technology providers (El Archi et al., 2023).

In the area of environmentally friendly destinations, Slovenia and its capital city
Ljubljana, Gothenburg and Costa Rica have comprehensive strategies for sustainable tourism.
Slovenia and its capital city are characterized by a multi-layered approach that includes
environmental protection, advanced waste management, active promotion of sustainable
principles, global awards and seamless integration of green initiatives into accommodation
and facilities. Gothenburg, on the other hand, relies on cutting-edge technological innovations,
transformative public transportation improvements, a commitment to environmental
certifications, ambitious carbon neutrality targets and robust multi-stakeholder collaboration,
all carefully designed to ensure lasting sustainability. Costa Rica’s exemplary instances of
sustainable tourism development further enrich our understanding of successful models.
The country’s commitment to extensive forest preservation, wildlife conservation, and the
establishment of eco-lodges demonstrates a holistic approach to sustainable tourism. Notably,
the Samasati Nature Reserve showcases environmentally conscious construction practices,
local community engagement, and a commitment to channeling profits back into community
development. Moreover, the Almonds and Coral Hotel exemplifies effective application of
sustainable development principles, earning the highest level of eco-certification through
green construction, recycling practices, and a stringent environmental conservation policy.
These destinations are prime examples of environmentally conscious tourism destinations,
demonstrating how diverse and dynamic sustainable practices are. In general, the case studies
underline the crucial importance of sustainable tourism and show the diversity of approaches
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that destinations around the world can take. The examples of Slovenia, Ljubljana, Gothenburg,
and Costa Rica provide valuable insights and lessons that can guide other destinations in their
pursuit of balanced and sustainable tourism models. Given the aforementioned points and the
global recognition of sustainable tourism in these destinations, it is reasonable to conclude
that they employ effective strategies for sustainable tourism development.

5. Conclusion

This study navigates the complex terrain of sustainable tourism and focuses in particular
on the dynamic area of eco-friendly destinations. The urgency of a paradigm shift in the
global tourism industry towards sustainability is undeniable. As international travel increases,
destinations are faced with the need to balance the attraction of tourism with responsible and
sustainable practices to prevent harmful impacts on ecosystems, cultural heritage and local
communities.

The case studies of Slovenia, Ljubljana, Gothenburg and Costa Rica provide insightful
examples of successful implementation of sustainable tourism strategies. Ljubljana’s
comprehensive sustainable development strategy, which includes environmental protection,
sustainable transportation and waste management, demonstrates a multi-faceted approach
that has earned the city recognition as the European Green Capital. Gothenburg’s commitment
to modern technologies, long-term tourism planning and innovative transportation solutions
has earned the city awards as Best Sustainable Destination and European Capital of Smart
Tourism.

The multifaceted system of sustainable tourism, which includes policy frameworks,
community engagement, infrastructure development and marketing strategies, highlights the
intricate interplay of social, ecological and economic factors that determine the sustainability
of destinations. This study recognizes the critical role of sustainability in improving a
destination’s competitiveness, attracting environmentally conscious travellers and building a
positive reputation. In addition, sustainability is in line with evolving consumer preferences,
legislative expectations and economic efficiency, which strengthens a destination’s
competitive advantage.

However, the road to sustainability in tourism destinations is fraught with many
challenges. The diverse interests and needs of the most important interest groups make
the integration of sustainability principles a difficult undertaking. Persistent governance
problems, structural and attitudinal barriers and a widespread lack of awareness impede the
widespread implementation of more sustainable practices. Besides this, the issue of growth
and sustainability of tourism still needs to be studied.

This study adds to the understanding of sustainable tourism by highlighting key
findings and recommendations from successful case studies. Increased collaboration between
residents, public and private sectors and other stakeholders is seen as essential to achieving
sustainability. The findings highlight the systemic nature of the tourism industry, which
requires multi-stakeholder or value chain approaches for successful implementation.

Within the dynamic system of sustainable tourism destinations, Slovenia and its capital
city, Gothenburg and Costa Rica emerge not merely as illustrations of eco-friendly paradigms
but as instrumental models guiding the global tourism industry. Their diverse and dynamic
sustainable practices demonstrate the opportunities for destinations worldwide to pursue a
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balanced and sustainable tourism model. As the tourism industry is facing a crucial phase,
this study underlines the importance of adopting eco-friendly strategies not only as a moral
obligation, but as a strategic necessity for the sustainable competitiveness and resilience of
destinations in the face of global challenges. Also, as emphasized by Budeanu et al. (2016)
seeking durable solutions to sustainability challenges brings about a sense of adaptability
and acceptability that can be beneficial for tourism research, but also raise the bar in terms of
research ambitions. No significant change within the tourism framework can be decoupled
from broader societal changes, and adaptable, sustainable models must creatively address the
new challenges. This brings new challenges for future research.

While the case studies on Slovenia, Ljubljana, Gothenburg and Costa Rica provide
valuable insights, it is important to recognize that these destinations do not represent all types
of destinations worldwide, which is the limitation of this paper. Therefore, the findings of
this paper may not be fully generalizable to all destinations, and further research is needed to
explore the applicability of sustainable tourism strategies in different contexts. In addition,
further research could explore the perspectives and roles of different stakeholders, including
residents, tourists, businesses, governments, and non-governmental organizations, in shaping
sustainable tourism outcomes.
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noopazymesa mpajHo yHanpehere Ceux NoClo6HUX Npoyeca u aKmueHOCMU, WImo
V Kpajrooj TUHUju OONPUHOCU NOOOBUIARY OY20POUHEe U 00pXCcU8e eheKmUBHOCHIU
npeoyseha u cmeaparsy 6peonocmu 3a cee cmejrxonoepe. Cmoea ce y paoy pazmampa
KOHYenm NociogHe U3BPCHOCMU, KAO U MocyhHocmu npumeHne mooena nociogHe
U3BPCHOCTU Y YUbY OeQUHUCAFA MEmpUKe U CAMONpOYeHe NOCLO8HUX Npoyecd
u axmugrocmu. [Ipedysehe HeuszbexcHo npumersyje umosayuje y nOCI08amy, auil
je numaree Oa 1 €y uHOBAYUje eKOHOMCKU onpasdane uau He. L{uw pada je oa ce
ucmakHe 3Hauaj camonpoyere y npeoyzehy u ynoea EFOM mooena nocnogue
U3BPCHOCTU Y GHATU3U ePUKACHOCTIU U eHeKMUBHOCTIU NPUMEFREeHUX UHO8AYU]A.
Pesynmamu ucmpascusarsa ookasyjy oa je EFOM moden moeyhe npumenumu y
npoyecy camooyerusarsa NepHopManc NOCI08HUX npoyeca npe u nocie npumeHe
unosayuja. IIpaxmuyny 0ONPUHOC UCMPAXCUBATLA 021€0d Ce Y PA36OJY U NPUMEHI
Modena aymopcke baze nooamaxa u aniuKamusHoZ peutersa 3d CamoOyerusarse
3acHosaroe Ha memooonocuju EFQM 2013.

Kwyune peuu: nocnosma usepcrocm, EFQM moden nocnoene usgpchocmi,
camonpoyena, unosayuje npoyeca, Keaiumen.

1. Introduction

A contemporary enterprise is faced with numerous challenges and environmental
threats. Managers are forced to permanently take measures for improvement and carry out
the principle of productivity, cost-effectiveness and profitability in practice. This means
that on the one hand, they have to work on improvement of enterprise efficiency in order
to achieve economically sustainable competitiveness along with respect and satisfaction
of requirements of various stakeholders related to enterprise functioning (socially and
ecologically sustainable competitiveness) (Despotovic et al., 2016). Considering the fact
that managing the relationships with all relevant stakeholders has a strategic significance
for long-term success and existence of an enterprise, the authors Perrini &Tencati (2006)
emphasize that measuring the success of a corporation should not be limited to fostering
values for one interest group exclusively, i.e. owners-shareholders, but for all stakeholders.
This approach resulted in adopting holistic and comprehensive model of measurement and
managing the business success of an enterprise. The model is extremely flexible; it combines
traditional, accounting criteria of performance with those which assess the success of an
enterprise in satisfaction of interests and demands of stakeholders, significant for long-term
maintenance of the enterprise profitability. Hence the necessity for implementation of the
concept of business/organisational excellence - BE appeared.

There is no world standard of excellence model; it only includes a creative framework
of criteria which, using benchmarking and self-assessment model defines the achieved level
of excellence. Excellence models include structural criteria which evaluate the management
level of an organisation.

In order to achieve business excellence, the enterprises worldwide adopt certain
models of quality increase. The most recognised world models are defined and promoted
by "European Foundation for Quality Management - EFQM, Japanese Union of Scientists
and Engineers — JUSE and National Institute of Standards and Technology — NIST, US
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Commerce Department”. Their efforts resulted in increased satisfaction of clients, reduction
of expenses, greater reliability and quality. However, in certain cases, the dependency on
such models made companies focus on the obtained award at the expense of preservation of
sustainability.

All models of business excellence are grounded on the truth that the enterprise will
achieve best results by including all employees in the activities of permanent improvement
and innovation of own processes and products (Heleta, 2008). According to this concept,
the models also include continual quality self-assessment, which is a methodical and well
planned re-examining of the enterprise’s activities and outcomes, realised through the
applied excellence model. Self-assessment is a useful and constructive model of focusing
and prioritising the efforts in continual improvements and innovations, as well as their
model of measuring the progression which is permanently repeated. The method is oriented
towards constant solutions, increase of competitiveness and long-term results (Nedi¢, 2015).

Thus, the focus of this paper is the application of the model of business excellence
in self-assessment of an enterprise. The aim of the research is firstly to emphasize the
significance of business excellence in contemporary business environment and then to point
out the effect of one model of business excellence, i.e. EFQM to the self-assessment process
(Suéarez, Roldan & Calvo-Mora, 2014).

In line with the defined subject and aims of research it is possible to define an initial
hypothesis that it is possible to apply EFQM model of business excellence in the defining and
realisation of the self-assessment process of the enterprise (Tutuncu & Kucukusta, 2009).

Starting from the initial presumption, the qualitative methodology was relevant
together with the model of database and application solution for self-assessment by using
EFQM 2013 (EFQM Model in Action, 2016). By using the method of synthesis and induction
based on theoretical and empirical research of various authors related to the application of
business excellence model, the synthesis of diverse attitudes was done, which resulted in
general conclusions about the significance of application of business excellence model in
contemporary business environment.

The paper is structured in the form of three thematically completed wholes. The first
part presents conceptual bases of business excellence. The second part provides a review of
the preceding studies related to the application of business excellence model. The third part
presents an original model of database and suggests the solution for the self-assessment of
an enterprise.

Finally, pursuant to the results of practical implementation of the developed application
solution, the appropriate conclusions are made and the attitude about the validity of initial
hypothesis is adopted. In continuation of final considerations, scientific and practical
contribution of the research is pointed out, the limitations are identified and the proposed
direction of further research is proposed.

2. Conceptual bases of business excellence
Traditionally, managers rely to financial criteria in order to assess performance and make
some business decisions. Domanovi¢ & Bogicevi¢ (2015, p 272) point out that “in addition to

indisputable possibilities provided by financial criteria, it is necessary to point to their deficiency
and incompleteness, necessary in the assessment of the enterprise performance... financial
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reports are a retrospective presentation of business-financial life of an enterprise on the certain
day or for a certain period, and as such, make possible the identification of historically oriented
financial criteria of the enterprise performance. ... The complexities of accounting rules, which
are often subject to changes, together with the discretion of a manager to numerically design
financial reports are a specific problem in the assessment of the enterprise performance.”

Domanovi¢ & Bogicevi¢ (2015, 272) emphasize that complete relevant information for
assessment of the enterprise performance is not available, and some is impossible to asses. To
rely on financial indicators only is like a ride with the help of rear-view mirror. Or, as Kaynes says
“Thereis a danger of expecting results of the future to be predicted from the past.”” (Winslow, 2003).
However, the maintenance of competitiveness in contemporary business environment demands
rather holistic approach to measurement of performance. Even when the initiatives of total quality
management were applied in practice, effectiveness still remained a challenge. (Dubey, 2016, p.
60). At the same time, business leaders searched for the definition of business excellence.

Business excellence is a result of utilisation of "philosophy of total quality management”.
Total quality management — TQM implies provision of quality in all segments of business in
an enterprise and in relationships with all stakeholders (providers, employees, consultants,
shareholders, creditors, etc.). The models of business excellence and total quality management
enable the measuring of satisfaction of customers, employees and shareholders at the same
time. Business excellence is a section of total quality management because it is developed on
the same values. Total quality management and business excellence develop their philosophy
from good experience and practice of successful companies (Domanovié, 2010, p. 164).

Models of business excellence (Figure 1) are based on the concept that it is necessary to
respect the interests and requirements of all stakeholders which are by any means connected
with the functioning of an enterprise. The perspectives of stakeholders are obvious "in the
excellence model of European Foundation for Quality Management and National Award
for Quality — Malcolm Baldrige". Domanovi¢ (2010, p. 165) points out that "business
excellence model of European Foundation for Quality Management — EFQM appeared at
the moment when ‘quality’ and ‘total quality’ reached their peak in the mind of managers.
Advancement towards quality was conditioned by acceptance of ISO 9000, the international
standard focused on the systems of quality in business. As a response to this trend, numerous
companies that aspired towards quality searched for the models of business description by
using numerous characteristics, which implied a step further from pure observation of the
systems of internal quality.”

Emt

P:ggle Results
’ 10%
Policy & Business
Leadership StratZ Customer Results
10% o9y Results15% 15%
10%
Partnership & Society
Resources Results
10% 0%

Figure 1 Generic model of business/organizational excellence
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This model of thinking and acting led to the establishment of "European
Foundation for Quality Management — EFQM” and publication of the model of
"business excellence”. Plowman (2001) points out the model of business excellence
which includes 9 elements (Fig. 2). Five elements are known as inputs (enablers),
i.e. everything that contributes to the realisation of results, while the remaining four
elements are results. Each element is weighed and looking as a whole, the enterprise
which is said to have 80% or more points is said to have achieved excellence in its
business. In Europe such a positive outcome allows the enterprise to compete for
annual European Quality Award- EQA.

People
10%

Business

Policy & Customer Results

Leadership

10% s";%‘;,igy Results15% 15%

Partnership & Society
Resources Results
10% 10%

e B o

Fig. 2 Model of European Award for business excellence
Source: Modified according The EFQM excellence model in action (2000); Plowman,
(2001, 21); Domanovi¢, (2010, 166)

Kanji (2002, p. 7) points out that "EFQM and European Organisation for Quality”
define organisational excellence as a "model of functioning which enables the enterprise to
achieve balanced satisfaction of stakeholders/constituents (i.e. buyers, employees, society
and shareholders) thus increasing the probability of long-term success.” The author points
to a few models of business excellence based on TQM philosophy such as (Kanji, 2002, p.
16) "Kanji's business excellence model (KBEM), Deming award, ESOM excellence model,
Malcolm Baldrige national quality award (MBNQA), Ericsson business excellence model
(EBEM), Balanced Scorecard (BSC), Lynch and Cross performance pyramid, ISO 9000,
Capability maturity model (CMM)".

These models are to a great degree based on TQM theories, but are different in the
scope and approach. Some models are more oriented to results, while other ones are more
procedurally oriented. There are three awards such as: Deming, MBNQA and European
quality award (EQA). Some models demand external evaluation of performance, while
other ones serve for "self-assessment” of business success (Kanji, 2002, p. 16-39).
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3. The previous research related to the application
of business excellence model

Sheikholeslam & Emamian (2016) point out that as much as market competitiveness
increases, the relationship between organisational performances and the practice of total
quality management becomes stronger and more positive. In aim to improve the customers’
satisfaction and business excellence, the role of "total quality management” becomes
unavoidable and essential. The customers’ satisfaction is one of the highest assessed aims in
the application of the concept of total quality management. Particular organisational practise
and employees’ perceptions of the principles of quality management could be associated,
eventually leading to the customers’ satisfaction. The customers’ satisfaction can lead to
business excellence. Together with other related factors the employees’ satisfaction could
lead to both customers’ satisfaction and business excellence.

Gomez-Gomez et al. (2016) investigated weight factor dimensions in EFOM model
and concluded that depending on methodology used for weight factor assessment, weight
factor could be different from those in basic EFOM model. The authors suggested that
managers should define weight factors for each element in the model in accordance with the
characteristic of an enterprise. "Leadership, strategy, partnership, resources and processes”
could be more or less important in the creation of success, depending on the specific situation
in the enterprise.

Ismyrlis & Moschidis (2015) conclude that ISO standards are universally adopted and
applied in all companies and countries. 7QM model is still in practice. On the other hand,
many other models of quality management are not very popular in Greece, such as kaizen,
quality circles, and PDCA circle and excellence models. Besides, the authors point out that
it is the size of an enterprise, not its sector that influences the level of application of tools/
techniques.

Kralj (2016) investigates the model of "business excellence based on EFQM model”.
The model of sustainable excellence is holistic and integrates various excellence models
pointing to possibilities of their complementary application.

"National Institute of Standards and Technology (NIST)” (2015) indicates the changes
in 2015-2016, pointing out that a holistic view of making effective management decisions
is implemented in increasingly complex and competitive external environment. Therefore,
it is necessary to reconsider the criteria for assessment of business excellence due to rapid
changes in business and social environment.

Dubey (2016, p. 64-69) suggests a new model which overcomes shortages of the
already established models of business excellence measurements. Beginning with EFQOM
model as a base, he suggests the model which presents various enablers in each stage of
development towards agile model of business excellence. The enablers from the first to the
fifth stage of development will provide flexibility and dynamism necessary for customization
in the final stage. In the final stage of development, the model is adjusted to geopolitical
factors, national and organisational culture, size and type of organisation, corresponding sub
criteria, functions and sectors, so that the model becomes suitable for a specific organisation.
The enablers of development in certain stages are flexibility, strategic causes, integration with
the model, balance sheet results, fine tuning, comprehensiveness and level of model tuning.

In their research Safari et al. (2012) are focused on human aspects of EFQM model
by examining correlation between the criteria of employees from the aspect of enablers of
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EFQM on the one hand and on the other hand from the aspect of results i.e. the satisfaction
of employees. According to the research results, the criterion of people is strongly connected
with the criterion of results of people. Also, their conclusion was that companies should not
be focused on a few sub criteria only, but should be devoted to each sub criterion, i.e. to
approach the model in a balanced way as a unique whole.

Milovanovi¢ (2014) examines the influence of the application of concept of total
quality management on the profitability of an enterprise in the domain of hotel management
in the Republic of Serbia. The author does not find the existence of clear connection between
the concept of total quality management and hotel profitability, but he points out those
limiting factors are a possible reason of such results. This finding is especially unexpected
because the existing level of implementation of total quality management in the hotels in
Republic of Serbia is relatively high. Potential reason of this can be found in insufficient
understanding of hotel managers of the significance of the implementation and practical
application of TQM.

Radosavljevi¢ et al. (2015) analyse "business performance of small and medium”
companies in the Republic of Serbia pursuant to EFOM model criteria. The results of
research show that the number of small and medium companies with SO certificate is very
small in comparison to the developed countries, while the number of small and medium
companies which apply EQFM is even smaller. The results of research show that the stated
model has positive implications on the business of small and medium companies. The results
concerning customers, employees and key business results are the links which should be
improved in order to achieve business excellence in future.

4. Analysis of excellence self-assessment by using
EFQM 2013 methodology

Self-assessment is a multidimensional method of permanent and systematic re-
examining in the process of continuous improvement and innovations of business processes
as following:

*  What have we achieved?

*  The possibilities we have for further improvement and innovations

»  The gap between actual and expected results

In aim to perform "self-assessment according to EFQM 2013 methodology”,
the "analysis of current questionnaires (EFQM Model in Action, 2016; Guide, Business
Excellence Matrix-User, 2013)" in all nine criteria was done; thus the database model was
modified and developed together with the solution suggestion for self-assessment (Fig.
3). The solution suggestion enables the instalment of the programme on the enterprise
computers as well as "continuous process of self-assessment” by using this methodology.
Thus, the requirements for assessment of nearfly momentous position of an enterprise are
provided together with the identification of its key advantages and domains of progress. The
succeeding formula presents a mathematical form of the self-assessment model:
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9 ZGSubC(i’j)

_ o | =l

R=600-> W.(i)-| F— (1)
i=1 m
where:

i - principal criteria of the method (from 1 to 9),

j - subcriteria of each of principal criterion (from 1 to minimum m=7 and
maximum m=9, respectively)

W. - fixed weight factor for each of main criteria (from 1 to 9 with values 0.1 or 0.15
in accordance with Fig. 2), so the scoring limited to 600 points.

Gy, -  gradeasweight factor for each of “subcriteria (from 0 to 4 where 0 brings 0%;

1 brings 25%; 2 brings 50%; 3 brings 75%; and 4 brings 100% points “ which
is brought by sub-criterium in line with the coefficient of weight and number
of corresponding subcriteria into a criterion)

QSA - Quality Self-Assessment

[.] Assessments
software solution EEEEE; )

Cleelel e SRORULEN | | SybCriteria
methodology i Coades
el LR ER ) Descripive Grades
__| Organizations/Enterprises
| Help
.| Exit Application

Figure 3 Main self-assessment software menu

The need for implementation of software in the implementation process of business
"excellence model” enlarges with the growth of an enterprise size. The application of
software encourages the changes in business processes. Some authors point out that an
enterprise in contemporary business environment should use various performance indicators
in magererial purposes (Krsti¢, Sekuli¢, & Ivanovi¢, 2014), financial and non-finacial (Krstic,
2009). “Proper combination of traditional performance criteria, support them with Web
analytics and get connected with vision and strategy in order to provide a holistic approach
to the organisation” (Domanovic (2016, 164). In addition, software provides faster and more
continual development of corporate culture of self-assessment and expands the base of self-
assessment to practically all stakeholders in the enterprise.

In particular research, the database of solution suggestion is initially made in line
with EFQM 2013 demands, but the users might adapt and expand the defined criteria and
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subcriteria, change their weight factors and scientific assessment. This allows the possibility
of fine tuning of the applied methodology according to particular needs of an enterprise
(Gémez- Goémez et al. (2016).

Besides the numerical assessment, we could give descriptive comments to each
criterion regarding "a) the existing advantages and b) the domain of improvement of
an enterprise for the segment of business to which the observed criterion is related. The
programme also supports the entry of these descriptive comments, but they are not taken into
consideration during the analysis".

In line with the defined EFQM 2013 model, the assessment is made for every
subcriterion within these nine criteria (Figure 4)

(Al I

File | Menus  Home  (Creste  EitenalData  Data

DTitle of A 1(AP1.A before innovatii « olware solufi
VEELTEEIIP1IQDMS there is no software support | Rl UElaty

Da 1112013 Diagra Q |

114 QDMS is not used, a self-assessment before implementation process =
innovation v

Results Comments

SubCriteria

' Wehave indicatrsto measure our procuctvty
\—Hlnd our overall operational

7| We compare our performance with benchmarks for
2 L the indicators measuring our business results.
=
& ur iWe achieve the quantitative goals we set for the G E &
H L‘}indicﬂon measuring our business results. 0 No Evidence/ Don't Know
.g‘ Ul iWe have indicators to measure our innovation | 1 We have plans!
= | performance. On our va
| g/g | We understand the rationale behind the evolution 3 Closetogood!
___ of the indicators measuring our business results. 4 Fully done
. "2',5'1 iWe have indicators measuring our market and . _1 L:
. sales
. Mﬂ We measure our financial health with an o
iate set of indicators.
. @ We have positive trends over the past three years . v
for the indicators measuring our business results. =
Recort: 4 ¢ »onr |G unfiterea [searn |

Record: 4« [Tof8 | b M v [ o Fiter

Figure 4 Form for entry and updating of self-assessment results
The review of results is realised in the reviews which present comparable results

for two or more selected self-assessments. Thus, the improvement, i.e. the change of the
attained business excellence is presented expositorily and numerically.

EEX=] ECONOMICS OF SUSTAINABLE DEVELOPMENT 43



http://www.ekonomika.org.rs

I P4_A before innovation [l P4_B after innovation
BSR/1

SubCriteria

'We measure our financial health with an appre
of indicators.

Subcriteria description

W meazurs cur financia nsath win an
approprists set of indicators

'We have indicators measuring our market and sales
performance.

e hava indicators mazsuring our
marsst and saies performanc.

BSR/8 BSR/2

'We have indig ti our pi
«overall operational performance.

ivity and our

Wa hava indicators to maasura our
proguciviy ang our cverai opsraional
parformance

We have indi 1
performance.

our i

Wa hava indicators to maasura our
inncvaon performancs.

BSRIT

\We have positive trends over the past three years for the
indicators measuring our business results.

Ws have posiive trends over the past
thres years for tha indicators measuring
our busines: resuss.

'We achieve the quantitative goals we set for the
indicators measuring our business results.

W achies the quantiative goais w 26t
for the indicators measuring our
business resuts.

BSR/6 BSR/4

'We compare our performance with benchmarks for the
indicators measuring our business results.

Wa compars our parformance win
benchmarks for the indicators
maasuring our business resuts.
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indicators measuring our business results.

We ungerstand ta raSonais benind the.
svotufion oftns ingicators measuring
our busingss resuts.

Figure 5 Diagram for presentation of sub criterion results
(with a description of a sub criterion)

The Figure presents the review for sub criteria by one selected criterion, while Figure
6 shows a summary review of two self-assessments by all criteria of the model.

O P4_A before innovation  [1P4_B after innovation

BSR Title: P4 A before innovation  1/1/2013
0% Criteria Score Weight  Best
LDSILEADERSHIP 14 10 50%
ST6 CSR PEP/PEOPLE 19 10 53%
STG/STRATEGY 7 10 50%
PSRIPARTNERSHIPS& RESOURCES 11 10 53%
SCR s PPSIPROCESSES, PRODUCTS&SER 14 10 43%
PPRIPEOPLE RESULTS 16 10 57%
CSRICUSTOMER RESULTS 33 15 53%
SCRISOCIETY RESULTS 710 13%
oSR oEp BSRIBUSINESS RESULTS 33 15 73%

P4 B after innovation 1/1/2014

PPS PPR Score Weight

STG J—— LDSLEADERSHIP 2 10 50%
SCR e PEP/PEOPLE 4 10 53%
PSR 1 STG/STRATEGY 14 10 50%
pog T PSRIPARTNERSHIPS& RESOURCES 25 10 53%
PPR | : PPSPROCESSES, PRODUCTS&SER 32 10 43%
PEP | PPRIPEOPLE RESULTS 25 10 5%
LDS s e CSRICUSTOMER RESULTS 42 15 53%
CSR | . \ \ SCRISOCIETY RESULTS 710 13%
BSR : - - BSR/BUSINESS RESULTS 52 15 73%
] 10 2 W 420 50 [T TOTAL 253 208

P4_Ahbefore innovation M P4_B after innovation

Figure 6 Summary review of self-assessment results of enterprises before and after

the process innovation

Practical use of application solution was carried out as a joint analysis of a group of
case studies, focused on the realisation and analysis of self-assessment of the organisation
before and after the implementation of innovation of one of core business processes (i.c. one
of the realisation processes). In wider sense, the influence of various implementations of
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"Quality document management system (QDMS)” as a catalyser and innovation prototypical
platforms on the process of innovation of business procedures were examined, depicted in
detail in the paper Nedic et al., (2016), schematically presented in the Figure 7. "The observed
companies made self-assessment before and after the implementation of innovative software
solutions” as a support to the defined core process. The results are presented in the form of
graphic a) separately per enterprise (Fig. 8); and b) and summary (Fig.9).

' Approach

Results

process

Assess

and Refine «

Figure 7 Presentation of QDMS as a catalyst and innovative prototypical platforms
and its influence on business excellence

Tobemore precise, the presented analysis utilised the data obtained from four projects (four
case studies) where software solutions were deliberately developed and implemented in order to
support this innovation processes in four production organisations, whose structure belonged to
small and medium companies. The mentioned innovative projects engaged approximately the
same resources in the realisation of innovation. The observed enterprises implemented ISOO
9001 metasystem and therefore a certain "form of documentation management” (Eri¢ & Nedic,
2010). The companies taken as subjects of study cases were selected in the way to provide the
follow-up of the influence of both domain and scope of "implementation and exploitation of the
developed QDMS on management of innovation process”.

The Table includes the review (by companies which were the subjects of case studies)
of descriptions of corresponding forms of QMS documentation, business processes and
implemented innovations of the processes.

Table 1 Analysed enterprises/companies

Enterprise | The form of implemented | Process/subprocess which Description of
code QDMS is innovated innovation
QDMS software solution .
raw milk subprocess
Implementation of
The enterprise uses QDMS Sty o el A software for support to
P2 only in the domain of QMS : subprocess of transport
. transport of raw milk .
documentation transformed into
outsource
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The enterprise uses extended
P3 QDMS with management of

The process of production | the loss of raw material,

Implementation of
software for follow up of

to data from records (ED)

of dairy products semi-manufactured
Qe P goods and finalized
products in the process
The enterprise uses QDMS
with management of drafts, | The process of analysis, Implementation of
P4 records and system for contracting, supply and software for support to

publication and subscription | transport of raw milk.

whole process

In Figure 8 separate radar diagrams are presented for each enterprise, which provide
parallel interpretation of the results before and after the innovation of the process in amounts

of percentage for each EFQM criterion.

e batore Inavvatlon: [ PLafter nnovation
B

] P2 after Innovation
BSR

1 P2 before Innovation

P1 enterprise > QDMS without software support

P2 enterprise > QDMS with software support in basic
documents domain

L1 P3 after Innovation
BSR

I P3 before Innovation

1 P4 after Innovation
BSR

I P4 before Innovation

P3 enterprise > QDMS with software support in basic
documents and records domain

P4 enterprise > QDMS with software support in basic
documents and records domain, extended with users
drafts and ED (event driven) functionality

Figure 8 Review of results (%) of self-assessment of companies before and
after the innovation of process
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Discussing the summary results the value of acquired points by EFQM 2013 model of
business excellence is presented a) before the implementation of process innovation, b) after
the implementation of process innovation and c) the obtained difference (Fig. 9)

m difference (after - before)
@ before-process innovation
W after process innovaﬁon

Figure 9 Summary results of self-assessment by EFQM

From graphic interpretation of the derived results, we might conclude that the biggest
relative improvement of business excellence after the innovation implementation process is
found in P4 Enterprise where QDMS with the most comprehensive extension of domain was
applied. The most balanced improvement in business excellence was made in P2 Enterprise
which applies QDMS in its basic domain (management of "QMS documentation”).

Application solution for self-assessment of companies by EFQM 2013 methodology
was thus applied within wider research and development of innovation management model.

5. Conclusion

Business excellence is an unavoidable condition of long-term existence, growth
and development of an enterprise in contemporary business environment, characterised
by extremely high dynamism, complexity, heterogeneousness, uncertainty and
unpredictability. In such business conditions, managers are forced to continuously
find new models of improvement of efficiency and performance of use of available
resources (human, intellectual, and material, financial, market, strategic and other). The
quality of enterprise business is best confirmed by external stakeholders. However, in
order to achieve long-term business excellence, it is important to make self-assessment
of business processes and activities. This is aimed at comparing the real with target
values of performance of business processes, in order to identify positive or negative
deviations and define and take corrective measures to remove negative deviations and
stimulate positive deviations. Hence, an inexhaustible need and unappeasable thirst for
improvement of efficiency in contemporary business environment become initial triggers
in the process of invention of “excellent” models of measuring and managing business
performances.
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Business excellence is an outgrowth of total quality management because it is
established on the identical vales. Total quality management and business excellence
developed their philosophies on good experience and the practice of successful companies.
The perspective of stakeholders is obvious in the model of excellence of European
Foundation for Quality Management and National Award for Quality — Malcolm Baldrige.
"Business Excellence Model of European Foundation for Quality Management — EFQM”
appeared at the moment when "quality” and "total quality” reached their peak in the mind
of managers. Advancing towards quality was conditioned by acceptance of ISO 9000, the
international standard focused on the systems of quality in business. It was a step further
from the system of internal quality.

By comparative analysis of characteristics of various models of business excellence,
it can be concluded that no model per se provides answers to all relevant questions on the
pathway of long-term success of the enterprise. Only by integrative and complementary
application of alternate models of business excellence it is possible to improve internal
quality of products and business processes and external quality directed towards the
relationships with all stakeholders (Krsti¢, Pesi¢, & Andelkovi¢, 2010). However, here the
question of possibility of application arises from separate models of business excellence in
practice and application of such integrative and holistic model. This normally needs much
knowledge, energy, capability, goodwill of not only managers and employees but also of
all partners and constituents who are in any way involved in functioning of an enterprise.
Besides, the question is what outcome of expense analysis and benefits of application of
such model in practice would be. The paper shows the research results of domestic and
foreign authors who point that the answer to this question still has to be searched for. In this
sense, the role of information-communication technologies is significant. Domanovi¢ (2016,
158) points out that “starting from the demands imposed to a contemporary enterprise by
strategic and operational management, aimed at successful implementation of the model of
business excellence it is necessary to automate systems of management and measurement.
The main advantage of the application of software is seen in time saving, which would
otherwise be spent on activities which do not add any value. However, implementation and
application of software has its price, which includes both the costs of implementation and
exploitation together with the compensation for use (license).”

Scientific contribution of this research is found in pointing out both the significance
of measuring business excellence and self-assessment of an enterprise in contemporary
business environment. Particular business excellence models were mostly treated in the
literature, pointing to advantages and disadvantages of their application, but little attention
was paid to comparative analysis of various business excellence models as well as
possibilities of their integrative application. It is not only significant for the companies that
act in contemporary business environment to apply business excellence models, but also to
try to use certain models complementary. The results of the research show that it is possible
to do self-assessment of excellence based on EFQM model.

Practical contribution of the research is found in the development and application of
authorial model of database and application solution for self-assessment based on EFQM
model. This is especially important to the enterprise managers, because it allows self-
assessment of business activities and processes, to identify deviations of real in comparison
to target performances of business processes and define and take measures for improvement
of business processes in the future.

48 ECONOMICS OF SUSTAINABLE DEVELOPMENT EX=]



http://www.ekonomika.org.rs

However, it is especially important to accentuate the next limitations of the conducted
research. First, the paper presents only the review of research related to application of
separate models of business excellence, but not comparative analysis of the presented
models. Second, the paper discusses only one model of business excellence, EFQM model,
which was applied in the analysis of self-assessment of business excellence. Hence, further
research could be directed towards empirical research of the effects of alternate models of
business excellence on the efficiency of an enterprise, and creation of appropriate software
solutions for assessment of excellence based on other business excellence models, such as
Balanced Scorecard. The third limiting factor of practical part of research could be found in
the sources of data used in analyses. They were primarily obtained from the representatives
of owners and management of the observed enterprises. Since they were the bearers of key
decisions in the observed enterprises, there is a real risk of partiality of the obtained data,
which might be avoided by future expanding the basis of self-assessment sources to all
stakeholders of enterprises.
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Abstract

Sustainable development is a process in which constant changes take place
between social, economic, and environmental dimensions. This long-run process
requires a carefully managed development policy taking into account the complex
global challenges facing humanity. Some of the contemporary challenges of
sustainable development are for example: raising the level of people s environmental
conscience and responsibility, application of economic instruments and innovative
solutions to environmental protection problems, etc. Therefore, a sustainable
development and environmental protection strategy is necessary. Statistical
estimation of achievement of sustainable development goals of the Western Balkan
countries in the period from 2012 to 2023 based on the analysis of time series is
used in this paper and it is presented using the average annual growth rates. The
results showed that the analysed countries recorded collective positive trends in
sustainable development and environmental protection, but Serbia achieved the
most significant progress and demonstrated significant engagement in this field.

Keywords: sustainable development, environmental protection, Agenda 2030,
Serbia, Western Balkans.
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TPEHAOBU Y OAPKUBOM PA3BOJY U 3ALITUTU

KNUBOTHE CPEJUHE Y CPBUJU U 3AITATHOM BAJIKAHY

AInCTpakT

Ooparcusu pazeoj je mpoyec y Kome ce Oewlasajy cmaine npomere usmely
OpYUImMEEeHUX, eKOHOMCKUX U eKonowKux oumensuja. O8o je 0yeopounu npoyec
KOJU 3axmesa naxc/aouso 60jheny pasgojry noaumuxy ysumajyhiu y oosup cioxcene
2nobanne npomene ca Kojuma ce cyouasa uoseuancmeo. Heku 00 caspemenux
U3a308a 0OPHCUBOS PA360JA CY HA NPUMEDP: NOOU3ATLE HUBOA eKOIOUIKEe C8eCu U
002080pHOCHIU KOO /bYOU, NPUMEHA eKOHOMCKUX UHCMPYMEHAMA U UHOBAMUSHUX
peuterba 3a 3aumumy sxcueomue cpedure, umo. Cmoea je cmpamezuja 00picueoe
paseoja u 3awimume HUBOMHe cpeouHe Heonxoona. Y osom pady kopuuihena
je cmamucmuuka npoyena cmeneHa NOCMUSHYMUX YUbe8d 00PHCUB02 PA380ja
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semama 3anaoumoe banxkana y nepuody oo 2012. oo 2023. 200une Ha ocHO8y
amanuze 6PeMEeNCKUX cepuja u npuxkasana je kopuuiherem npoceunux 200UurbUx
cmona pacma. Pesynmamu cy noxazanu 0a cy ananuzupane 3emsme Ocmeapuie
KONLEeKMUeHe Nno3sumueHe mperHoose y 0Cmeapusarby Yyumnesa 00piuCcUso2 pazeojd u
0a je Cpbuja nocmuena Haj3sHAYajHUuju HanpPeoax U NOKA3ANA 3HAYAJHU AH2AHCMAH
¥y 080j obnacmu.

Kuwyune peuu: oopycusu pazeoj, sauumuma scusomue cpedure, Aeenoa 2030,
Cpouja, 3anaonu bBanxan

1. Introduction

The adoption of Agenda 2030 marked a historic consensus within the UN. This
ambitious development agenda represents a vision crucial for creating prerequisites
for a better, more prosperous, safer, and more stable world. International cooperation
between countries, especially regionally and sub-regionally, is a necessary condition
for the comprehensive implementation of the Sustainable Development (SD) Agenda
across all its dimensions - economic, social, and environmental (Krsti¢ et al., 2018). This
primarily pertains to our responsibility towards the poorest and most vulnerable groups,
the environment, and a fuller conception of human life in which the human rights of all
are respected.

The challenge lies in maintaining this vision firmly connected with reality, where
every specific activity is linked to the creation of sustainable and resilient societies.
By adopting Agenda 2030, Serbia together with all UN member states has altered the
traditional understanding of sustainable development. Agenda enriched the balance
of social inclusion, economic growth, and environmental protection - the three key
elements of the sustainable development concept. First, by adding peace as a necessary
precondition to their full and inseparable integration, and second, partnership as a
defining type of relationship.

In the first part of the paper, the focus will be on presenting strategic documents
containing these goals and future strategic directions for achieving sustainable
development in Serbia (Jovanovi¢ et al., 2023). Based on this analysis, in the second
part of the paper, the focus will be on the sustainable development goals and the extent
of their realization in both Serbia and other Western Balkan countries (Radivojevi¢ et
al., 2018).

For Serbia as a candidate country, this issue is important not only for environmental
protection in a narrow sense, but also for other interconnected issues demanding regional
cooperation. Drawing upon the analysis of experiences in developed countries, an
overview of laws and strategies adopted by our country to address how strategic goals
will be achieved, along with explanations of measures introduced for sustainability, will
be provided.
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2. Sustainable Development Roots

In the previous period, environmental issues were side-lined and neglected because
they were considered unimportant. But now, awareness about climate change is growing
and, in that light, the impact of human activities started to be viewed globally, at state,
corporate, and individual levels.

Despite the growing awareness and increased interest in studying these issues, it
remains challenging to assess the negative environmental effects or to comprehend the
overall natural resources vulnerability to human activities.

Climate issues pose a social and economic challenge, primarily on a global but
also on a local level. Rapid development and continual population growth leads to
depletion of natural resources. The quest for long-run solutions has led to the sustainable
development concept.

This concept represents an integral development with environmental protection
enabling the improvement of the quality of life for future generations. “UN defines it
as development that meets the needs of the present without compromising the ability of
future generations to meet their own needs. It also requires coordinated efforts towards
building an inclusive, sustainable, and resilient future for both people and the planet”
(Jovanovi¢ & Stojkovié-Zlatanovié, 2020).

The key sustainable development elements (economic, social, and environmental)
have to be coordinated. These elements are vital for the welfare of individuals and
society. It is crucial to emphasize that eradicating poverty is the ultimate sustainable
goal. The Millennium Development Goals (MDGs) (United Nations, 2015) focused
on urgent issues and represented the global strategic action for reducing poverty, while
continuity in this strategic approach is the definition of Sustainable Development Goals
(SDGs) (Grainger-Brown & Malekpour, 2019). The key difference between MDGs and
SDGs is that MDGs focused on government-led actions, while SDGs work on including
new agents, such as businesses, local governments, and civil society (Hajer et al., 2015).

The economic aspects of sustainable development encompass: 1) economic
development based on increased employment, productivity, and better-paid jobs,
leading to poverty reduction; 2) sustainable economic development founded on
encouraging innovation, socially responsible entrepreneurship, and sustainable
macroeconomic indicators (investments, indebtedness, balance of trade, etc.); and 3)
establishing responsible, efficient, and inclusive institutions, strengthening the rule of
law, and combating corruption as prerequisites for sustainable economic development.
Consequently, in economic science, a consensus has been established on the position that
institutions promoting the rule of law are of fundamental importance for successful long-
term economic performance and dynamic economic growth and development.

Because of the dynamic natural and social processes in contemporary conditions,
a right reaction of humanity is necessary. This means that sustainable development
should not be managed spontaneously but strategically by international organisations,
national governments, local authorities, companies, and individuals (Jelisavac-Trosi¢ et
al., 2023; Berber et al., 2021; Moon, 2007; Liczmanska-Kopcewicz et al., 2019).
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3. SDGs in Serbia according to Agenda 2030 — strategic framework

SDGs are globally represented in Agenda 2030, and each country has adopted 17
goals, adapted them to its specificities, and monitors their achievement annually. These
goals are primarily aimed at the reduction of poverty, inequality, and injustice, as well as
minimizing the consequences of climate change.

Before Agenda 2030, MDGs were set for a period of 15 years, that is, in 2015 it
was finally determined that, despite certain progress, MDGs globally faced shortcomings.
After the deadline for MDGs expired, there was a need for swift and thoughtful
action to continue achieving the sustainable goals more efficiently - reducing poverty,
environmental problems, inequality, and various other global issues. The Government of
the Republic of Serbia participated in the drafting of Agenda by including the citizens in
the consultations on the development agenda after 2015, through the national campaign
‘Serbia We Want,” and by participating of state representatives in global forums, within
the global campaign ‘The World We Want.” Establishing an institutional framework for
monitoring the achievement of SDGs in the country is very important.

The Public Policy Secretariat, supported by the German Development
Cooperation (GIZ), prepared the ‘Serbia and 2030 Agenda’ report in 2018. This report
was an immediate response to the need for mapping the strategic issues in Serbia and
contributing to the dialogue and decision-making regarding the prioritized Agenda 2030
in Serbia. The mapping concerning the SDGs in Serbia was conducted in relation to all
active strategies and other documents.

The database of the Public Policy Secretariat is a basis for the strategic approach.
Additionally, the implementation status of the strategy was indicated. Finally, strategic
documents planned for adoption according to the National Program for the Adoption of the
European Union Acquis (the second revision from 2016) — NPAA were also designated.
For each SDG, a brief overview of the situation in that area in Serbia was provided, using
indicators from the UN, along with domestic and international statistical analyses.

Figure 1. Presentation of the coverage of SDGs by strategies in Serbia (2022)

SDG- 1

SDG - 11
spG- SDG -

Source: Government of the Republic of Serbia, Public Policy Secretariat, Serbia and
Agenda 2030, p. 57.

56 ECONOMICS OF SUSTAINABLE DEVELOPMENT EX=]



http://www.ekonomika.org.rs

Figure 1 shows that the weakest coverage of SDGs is observed in the area of
environmental protection, while goals 1, 3, 4, 7, 8, and 9 are best covered. These goals
relate to the areas of environment and climate (SDG 7), economic growth (SDG 8; SDG
9), and human resource development (SDG 1; SDG 3; SDG 4). The overall coverage of
SDGs and sub-goals by Serbia’s strategic framework is 62% (Serbia and Agenda 2030,

p. 58).
4. Assessment of the Achieved SDGs in the Western Balkan

Achieving SDGs based on the SDG Index is necessary to review the position of
Serbia compared to the Western Balkan (WB).

Table 1. Position of WB according to the SDG Index in the period 2012-2023.

Year Serbia North Macedonia Bosnia and Albania | Montenegro
Herzegovina
2012 72.0 69.2 69.1 70.7 67.2
2013 729 70.6 70.3 70.6 68.6
2014 73.8 71.0 70.5 69.6 68.6
2015 73.6 70.9 70.7 70.9 68.2
2016 74.8 71.1 71,0 71.1 68.2
2017 75.7 71.6 70.9 73.5 69.6
2018 76.7 73.0 724 73.5 69.8
2019 77.5 73,0 73.0 73.7 70.8
2020 77.5 72.5 734 73.7 70.7
2021 78.4 73.1 74.1 73.7 71.2
2022 75.9 723 74.0 71.6 68.8
2023 773 74.0 73.5 72.5 714

Source: Sachs, J., Lafortune, G., Kroll, C., Fuller, G., Woelm, F. (2023) Sustainable
Development Report 2023. Cambridge: Cambridge University Press; Sachs, J.D.,
Lafortune, G., Fuller, G., Drumm, E. (2023). Implementing the SDG Stimulus.
Sustainable Development Report 2023.

Table 1 shows the readiness to fulfil the SDGs for the WB, shown during 12 years
in the period from 2012-2023. Based on the degree of achievement of individual goals,
specific problems that each country faces on the way to sustainable development can be
determined.

Table 2. Descriptive Statistics for WB

. North Bosnia and .
Serbia Macedonia | Herzegovina Albania | Montenegro
The average value
(arithmetic mean) 75.51 71.86 71.91 72.09 69.43
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Standard error 0.60 0.39 0.49 0,43 0.39
Median 75.80 71.95 71.70|  72.05 69.20
Mode 77.50 73.00 -| 7370 68.60
Standard deviation 2.07 1.36 1.68 1.50 1.36
Variance 4.30 1.84 2.83 2.26 1.86
Kurtosis coefficient -1.19 -0.27 -1.44 -1.63 2123
Skewness coefficient -031 -0.33 -0.10 -0.20 0.08
Range of value change 6.40 4.80 5.00 4.10 420
Minimum 72.00 69.20 69.10|  69.60 67.20
Maximum 78.40 74.00 74.10|  73.70 71.40
Sum 906.10 862.30 862.90| 865.10 833.10
Number of data in series 12 12 12 12 12

Source: Author

Table 2 presents SDG Index descriptive statistics for WB. It includes statistical
measures for each listed country: Serbia, North Macedonia, Bosnia and Herzegovina,
Albania, and Montenegro. By analysing the data presented in the table, collective
progress in the overall SDG Indexes of the WB has been noted. However, none of the
states managed to position themselves better than the 36th place on the international
level in 2023.

Figure 2. Results of the SDG index for WB (2012-2022)
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Source: Author

Figure 2 shows that at the beginning of the analysed period (2012), Montenegro
had the lowest SDG Index (67.2) among WB, while Serbia was the country with the
highest index (72.0). Consequently, Montenegro and Serbia occupied the 73rd and 44th
place, respectively. When comparing the data from 2012 with the results from 2023, it can
be concluded that all WB achieved an increase in their index, with Serbia experiencing
the largest increase of 5.3 percentage points, from 72.0 to 77.3, thereby also improving
its international position, climbing to 36th place.
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North Macedonia also made significant progress of 4.8 percentage points (2012),
raising its SDG Index from 69.2 to 74.0 (2023). Thus, North Macedonia improved its
international position from the 61st to 47th place.

The third country in terms of the percentage point index growth is Bosnia and
Herzegovina, which recorded an increase of 4.4 percentage points, from 69.1 (2012) to
73.5 (2023), improving its rank from 63rd to 54th place.

Albania showed very moderate and the smallest growth among all observed
countries. With an increase of 1.8 percentage points (2012), it raised its index from 70.7
to 72.5 (2023). With such low growth, Albania unfortunately distinguished itself as the
only country to decline in terms of international position among the observed countries,
dropping from 53rd to 60th place.

Although Montenegro showed improvement in the same period, increasing its
index by 4.2 percentage points, from 67.2 (2012) to 71.4 (2023), it still lags behind in
terms of index score and rank in relation to other WB.

With the highest index and rank, Serbia continues to lead as country with the most
significant progress and commitment in achieving SDGs.

5. Evaluation of SDGs in Serbia

According to the latest SD Report (2023), Serbia is the best ranked in the WB
region, holding the 36th position out of a total of 166 countries. In the observed region,
Montenegro and North Macedonia show the least competence to fulfil the SDGs.

Figure 3. Average performance of SDGs in Serbia according
to the SDG index in 2023

Source: Sachs, J., Lafortune, G., Kroll, C., Fuller, G., Woelm, F. (2023) Sustainable
Development Report 2023. Cambridge: Cambridge University Press.

Figure 3 shows that in Serbia SDG 14 is not covered at all, and furthermore, SDG
15 is the least achieved. The highest fulfilment is observed for SDG 1, followed by SDG
4. Therefore, the measures taken to reduce poverty and ensure inclusive and quality
education have been the most successful, while measures related to degradation of forest,
land, and biodiversity conservation have been the least successful.
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Figure 4. Level of achievement of individual SDGs in Serbia
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Source: Sachs, J., Lafortune, G., Kroll, C., Fuller, G., Woelm, F. (2023) Sustainable
Development Report 2023. Cambridge: Cambridge University Press.

According to the latest report from 2023, Serbia has made a significant step
towards achieving SDG 6 and SDG 10, while stagnation has been observed in SDG 4,
13, and 16 (Figure 4). Moderate progress is observed in other goals. This means progress
has been made in: a) providing sanitation facilities and access to drinking water and b)
reducing inequalities between and within countries. On the other hand, stagnation has
been noted in the areas of: poverty reduction, education, and reducing mortality rates.

Through the existing strategic framework, the Republic of Serbia has been directed
towards achieving sustainable development goals. However, due to the lack of strategies in
every sector and the inability to monitor the strategies, it is difficult to assess the degree of
realization of these goals in Serbia. For this reason, the goals can be classified into four groups:

— Economic growth (SDGs 8, and 9)

— Human resource improvement (SDGs 1, 2, 3, 4, 5, and 10)

— Environment (SDGs 6, 7, 11, 12, 13, and 15)

— Institutions, finance, and partnership (SDGs 16, and 17).

The first group of goals encompasses sustainable economic progress, employment,
better working conditions, sustainable industrialization, development of infrastructure
and innovations. Small and medium-sized enterprises (SMEs) are very important for
Serbian economy because of the number of companies and employees. To remove
barriers to their further development, access to financing resources should be increased.
Although there is a positive trend in the labour market in Serbia regarding employment,
there is a problem of unemployment in the long run and a high number of unemployed
youth and socially vulnerable groups (Kostic, Z. & Radukic, S., 2019).

The second group of SDGs is relevant for human resource development and
pertains to poverty reduction, health, and education. In order to reduce poverty, support
for the most vulnerable strata of the population, rights to economic resources, access
to basic services, management and ownership of the land, support in cases of conflicts
and climate disasters, use of new technologies and financial services are promoted,
with special consideration given to nonbank financial institutions and microfinance.
Vulnerable groups face challenges in achieving this goal.
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The third group of SDGs encompasses environmental protection and combating
climate change. Climate change refers to changes of the average annual temperature and
amount of precipitation in our region. Due to negative impacts, an increase in annual
temperature of air and a rainfall decrease are expected, which will adversely affect the
development of agriculture. Additionally, extreme climate and weather conditions in
Serbia have led to significant material damage caused by droughts and floods, leading to
undertaking efforts to implement proper preventive measures.

The fourth group of SDGs is based on strengthening institutions, rules, and
partnerships. Responsible institutions are necessary to influence the reduction of all forms
of violence, combat organised crime, reduce corruption, provide access to information,
and protect fundamental freedoms. Progress in the European integration process,
where substantive reforms of the public sector are being implemented towards greater
transparency and inclusivity. Achieving SDGs of the Agenda 2030 requires partnerships
among regional, national, and local levels of governments, the research organisations,
society, and the private sector to leverage all available resources (Kosti¢, Z. & Raduki¢,
S.,2019).

6. Adapting to European Environmental
Protection Standards

Inaccordance with the Sofia Declaration on the Green Agenda for WB (Balkan Green
Energy News, 2020), Serbia is committed to developing and implementing strategies and
action plans aimed at ecological sustainability and transitioning to a green economy. This
entails formulating strategies to reduce greenhouse gas emissions, developing integrated
climate and energy plans, and action plans for climate change adaptation. Additionally,
Serbia will work on strategies for transitioning to a circular economy, including waste
management and recycling, as well as plans for the depollution of air, water, and soil.
In the agricultural sector, the focus will be on strategies for sustainable food production
and organic farming. For the protection of biodiversity, Serbia will develop strategies
and plans for the protection and restoration of the ecosystem. These strategies and plans
will be aimed at fulfilling the obligations of the Green Agenda and contributing to the
goals of the EU in the areas of climate change and SDGs. The Sofia Declaration was also
signed by WB. This declaration is part of the Berlin Process that aims to strengthen the
partnership and European integration in the region of WB.

Additionally, a very important document that Serbia has committed to produce and
follow is the National Energy and Climate Plan (NECP). The NECP is a document that
EU member states, including candidates such as Serbia, must develop and implement as
part of their obligations towards the energy and climate goals of the European Union.
For Serbia, creating the NECP is not only a requirement stemming from its aspirations
to join the EU, but also a crucial step towards aligning with the EU’s Energy Union
framework, which focuses on energy efficiency and security, decarbonisation, creation of
internal energy market, increasing of innovation, and improvement of competitiveness.
Implementing the NECP in Serbia promises significant benefits, including a more
sustainable and efficient energy sector, reduced environmental impact, and increased
energy security. It also paves the way for Serbia’s integration into the European energy
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market and harnessing potential economic and technological advancements. As Serbia
is on the verge of achieving its NECP, this marks a turning point in the country’s energy
and climate policies, laying the groundwork for a greener and more sustainable future.

Regarding developing countries, particularly the poorest and most endangered,
assistance from developed countries is necessary, especially financial aid. However, it is
precisely these countries, including Serbia to some extent, that need to reduce greenhouse
gas emissions to adapt to other countries in Europe.

7. Conclusion

Every sector of the economy, as well as the economy as a whole, is to some extent
responsible for pollution in its surroundings and beyond. Therefore, every country should
pursue an active environmental protection policy and finance projects in this area.

Serbia has enacted numerous laws, strategies, action plans, regulations, and
guidelines, all aimed at protecting the environment and sustainable development. This is
evidenced by cooperation with the UN and partner agencies in achieving SDGs, which is
carried out on all levels of government.

Mapping of the strategic issues in Serbia regarding sustainable development goals
has been conducted, taking into account all active strategic documents in Serbia. SDGs
in the area of environmental protection are the least covered by strategies, while the
best covered SDGs are in the area of poverty reduction, improvement of health and
education levels, followed by access to affordable and renewable energy, as well as
goals contributing to economic growth. The overall coverage of goals and subgoals by
strategies in Serbia is 62% (Serbia and Agenda 2030, 2018).

By analysing the WB based on the period from 2012 to 2023, progress has been
determined, as well as the greatest engagement in the area of sustainable development
by our country. Serbia has achieved the best results in the SDG index compared to
Montenegro, North Macedonia, Bosnia and Herzegovina, and Albania.

To evaluate the progress in Serbia in achieving SDGs based on the value of the
SDG index in relation to the WB group, according to the latest SD Report (2023), our
country is the highest ranked country in WB region and ranks 36th out of a total of 163
countries. Montenegro and Albania have the lowest positions in the region. In addition,
Serbia recorded significant results in: a) poverty reduction, b) promoting inclusive and
quality education and lifelong learning, c) ensuring sanitary conditions and access to
drinking water, d) reducing inequalities between and within states.

On the other hand, regression has been noted in the area of climate change, with
stagnation in the area of accessible and renewable energy. One of the main problems is
the level of awareness among the people in Serbia. Environmental preservation should be
a priority concern for educational organizations, and without raising awareness about the
importance of environmental preservation, all other efforts and laws would be pointless.

Environmental protection and sustainable development are part of the development
strategy of every economy, so in Serbia, more and more attention being paid to this issue
in a responsible and dedicated manner. Environmental protection from the perspective
of industrial development has made significant progress in many countries, placing
humanity’s responsibility for future generations at the forefront. Sustainable development
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and environmental management entail the need for a high level of adaptability of
the economy to emerging situations and strategies, as well as assistance to numerous
organizations involved in environmental protection, as well as ecological research to
properly define future goals and strategies. All efforts to achieve good results in this
field are linked to the opportunities for investment in activities related to environmental
protection on all levels. Countries that achieve remarkable levels of GNP and national
income are in a better position because they have the ability to allocate more resources
for investing in environmental protection compared to those countries that are struggling
with insufficient revenue from their own economy. In those countries, problems of
ensuring normal living and working conditions are also more pronounced, because the
importance and priority of investing in environmental protection are not adequately
recognized and placed in the right perspective. Bearing this in mind, it is impossible
to achieve optimal level of SDGs without the implementation of appropriate strategies
based on scientifically known and verified knowledge in the sustainable development
context.

Sustainable development is the only right path leading to the preservation of the
economy, on the one side, and the improvement of society and awareness of environmental
protection, on the other side. Increasing awareness of sustainable development from
experts to individuals would contribute to increasing social welfare.
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Abstract

The evolution and revolution of the economic capacities of a community represent
the basis of its development. In this regard, the development of modern Nis was
initiated by progressive individuals who were at the head of this city back in the
Ottoman period. The most significant of them was the great Ottoman reformer Ahmed
Midhat Pasha, who during his service as the governor of city and Eyalet of Nis (1861—
1864) used this region as a pilot environment for his innovative socio-economic ideas
in order to restore and develop its economic potential. The aim of the paper is to prove
that some of those ideas (the Homeland Fund) were not only far-sighted, but also had
long-term consequences for Serbian and Ottoman society even after 1878. In order
to achieve this goal, a comparative analysis of historical sources and literature of
domestic and foreign provenance was carried out, and in the conclusion, the layering
of the topic and the need for future dealings with it, both from the aspect of economic
and historical science, were emphasized.

Keywords: Nis, Ottoman Empire, agriculture, reforms, Midhat Pasha, Homeland
Fund (Memeklet sandik)

JEL classification: N93

EKOHOMCKA PEBUTAJIN3AIIMJA HULLIKOT' EJAJIETA
Y HEPUOLY O[] 1861. 10 1864. 'OAUHE

AncTpakTt

Esonyyuja u pesonyyuja exonomckux kanayumema jeone 3ajeonuye npeocmasoajy
ocHosy mwernoe paszeoja. C mum y 6esu, pazeoj caspemernoe Huwa unuyupanu cy
npocpecusy NOjeOUHYU Koju Cy jouwl y OCMAHCKOM Nepuody Cmajanu Ha Yemny 0602
epaoda. Hajznauajuuju 00 rux 6uo je eenuxu ocmancku peghopmamop Axmeod Muoxam-
nawa, koju je 3a epeme cuyucoe ynpasnuka Huwa u Huwroe ejarema (1861-1864)
UCKOPUCIUO 08a] 2pao U PeUoH Kao 0271e0HY CPEOUHY 3 C80je UHOBAMUBHE COYUO-
eKOHOMCKe udeje, Kako Ou 0OHOBUO U PA36UO UX08 eKOHOMCKU nomenyujan. Lfuw
paoa je da dokadice Kako ¢y Heke 00 mux udeja (3asuuajuu ¢pono) obune e camo
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oanexosuoe, geh u ca 0y20poUHUM NOCIEOUYAMA NO CPRCKO U OCMAHCKO OPYUIMBO YaK
u Haxow 1878. cooune. Kako 6u ce ocmsapuo 06aj yisb, U3puleHd je KoMnapamuseHa
AHATU3A UCIOPUJCKUX U360pA U aumepamype oomahe u cmpane nposuHujenyuje, a
¥V 3aK/BYYKY HA2IAuia8eHa cojesumocm meme u nompeba 3a 6yovhum dasmweruma
FoOMe, U Ca ACNEKMA eKOHOMCKe U UCTOPUJCKe HayKe.

Kwyune peuu: Huw, Ocmancko yapcmeo, nomonpugpeoa, pegpopme, Muoxam-
nawa, 3asuuajuu gono (Memeklet sandik)

1. Introduction

The first half of the 19th century was one of the most dynamic periods in the history
of Ni§ during the Ottoman time. Apart from the direct consequences of the First and Second
Serbian Uprisings, the region of Ni§ was badly affected by a series of local revolts (1833,
1835, 1841), which was caused by the economic condition of the Ottoman state at that
time, i.e. a reflection of its bad tax policies and the kleptocracy its provincial administration
has fallen into. At that time, Ni§ was the centre of a large administrative territory (eyalet)
that encompassed the southern part of central Serbia and parts of western Bulgaria. The
administrative seat of the eyalet was in the city of Nis, while it consisted of the central
sandzak of Nig and the sandZaks of Samokov, Custendil and Sofia as lower administrative
units of eyalet. On the lower administrative level, each sandzak was made of several kazas,
hence in the case of sandzak of NiS, it was formed of central xaza Ni$, then Leskovac,
KurSumlija, Prokuplje, Pirot and Berkovica (Randelovi¢, 2022, 121-122).

Apart from some Roman Catholics and Jews, the most numerous population of the
eyalet by far were the Orthodox Slavs, Serbs and Bulgarians. All of them were dominated
by the Muslim minority (mostly concentrated in the towns), which the Sharia-ruled Ottoman
state privileged in all segments of everyday life. The dual relationship towards all these
groups was resolved twice by the Ottoman state by equalizing the rights of its subjects
regardless of their confessional and national affiliation, with Gulhanne Hatt-i Sherif (1839)
and Hatihumayun (1856). However, both times the progress brought with it the reaction of
the conservative Muslim minority, who opposed that (Shaw & Shaw, 1977, 69).

The basis of the conflict between the two parties, the one which aspired to keep
the old order and the other who tend to enjoy the emancipation guaranteed by the state,
was their economic relationship as well as their political one. This was most obvious in
the heterogeneous Ottoman provinces, such as the Eyalet of Nis. The state will succeed in
channelling the interests of both parties for the common good only after the appointment of
Midhat Pasha as the head of the Eyalet of Nis§, who will set the standards for it during his
mandate as eyalet governor.

2. NiS before the arrival of Midhat Pasha
Decades of instability in the Eyalet of Ni§ before the arrival of Midhat Pasha were

the result of a series of incompetent governors and accumulated economic problems that
the state was unable to cope with. Of the latter, the most serious were the corruption of the
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provincial administration and the impoverishment of the peasants through the land grabbing,
from which the Ottoman state suffered chronically since the 18th century.

The land grabbing of the peasants’ estates was the imposition of local spahis, agas and
beys on the free peasants, offering them in return protection from other powerful Muslims
in the area who sought to usurp their estates. In this way, the Muslim-protector, as much
by grace as by force, took over peasant land deeds in his own name and thereby created a
personal domain for himself. In return he offered protection to the peasants, former owners of
the estates, against any attacks from the other Muslims who tend to claim it. The protection
was often only fictitious or ineffective. The only novelty in the position of the peasants was
that they now became dependent on their new master (Citluk sahibija, gospodar) without
any legal integrity and obliged to pay him the increased and fictitious taxes he determined.
Exercising their position, Muslim gospodars paid no attention to the restriction which state
prescribed regarding upper limit of tax harvesting. They formed themselves as a new elite,
enlarging their riches on account of Christian peasants and legalizing it through the influence
they had in local councils and craftsmen lounges. This is one of the most common ways in
which the land grabbing was conducted in Eyalet of Nis. The process was further accelerated
in 1831, when the Sipahi class was abolished. As they were left without land holdings, which
were taken over by the state, many of them were hired as various guards, policemen and
overseers in the villages and hinterlands of the towns, where they could directly put pressure
on the peasants and come to their estates. In the Eyalet of Ni$ the situation was particularly
difficult after 1833, when Muslim beys from the six nahiyas that Prince Milo§ annexed to
the Principality of Serbia moved here (Stojancevi¢, 1996, 264). Especially resentful of the
Serbs for this, those Muslim beys, with the support of local Muslims, spread throughout the
Sandzak of Ni§, where by the 1840’s almost all villages were in the ownership of gospodars
(Kosti¢, 1967, 317).

The position of the peasants in Eyalet of Ni§ during those decades was extremely
difficult. Burdened with taxes to the state and gospodars, they turned to the local authorities
for help.® However, their intervention most often could be animated only by a bribe, since
the administrative staff were going through existential difficulties like the entire Ottoman
state apparatus at that time.

The lack of supervision by the central authorities also contributed to the spread
of corruption in the provincial administration. Feeling relieved by this, many provincial
governors and administrative authorities in 1850ties became real oriental satraps for whom
the law did not apply and the consequences did not exist. How bad the situation was in the
Eyalet of Nis in this matter will be seen during the stay of the Grand Vizier Mehmed Emin
Pasha Kibrizli in Ni§ (1860). His investigation revealed a whole network of speculators and
corruptors, which consisted of numerous former and current heads of various public services,
members of councils and lower officials, all headed by the governor of the eyalet, Zeynel
Pasha (Randelovi¢, 2022, 357). That was the moment when it was decided in Constantinople
that competent person should be headed to the Eyalet of Nis to restore the order in this part
of the Ottoman Empire. The choice fell on Ahmed Midhat Pasha.

* However, the situation was somewhat better when in 1839 government abolished the practice of
leasing tax collection to private individuals. Private tax collectors used to collect increased taxes
from the peasants and thus getting extra profit from it.
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3. Midhat Pasha and his economic measures in Eyalet of Ni$§

Ahmed Midhat Pasha came to the head of Eyalet of Ni§ (February, 1861) as an
already established authority among high Ottoman officials (Randjelovic, 2022, 374).
Until that moment he was building a career as an incorruptible clerk, an excellent
expert in the flow of documents in state institutions, always on missions throughout the
Empire during which he tirelessly exposed corruption affairs and resolved administrative
irregularities and delays (Midhat, 1903, 35). The modernization, or more precisely, the
westernization of the Ottoman Empire, became the centre of his political interests after
1858, when he visited big metropolises on a trip to Europe and directly saw the extent to
which European society and economy were ahead of the Eastern organization of his state
(Kamenov, 2023, 123). Inspired by the steam revolution and other industrial novelties,
he returned to the Ottoman Empire as a politically reborn man, with plethora of advanced
ideas he planned to modify and implement. The appointment to the post of governor of
Nis and Eyalet of Ni$ was an ideal opportunity for that.

During the three and a half years of his mandate in Ni§ Midhat Pasha realized a
truly remarkable series of successful projects which concerned the educational, social,
communal and infrastructural development of the city of NiS. Those projects were: the
establishment of a military hospital in the Fortress of Nis, the clearing of streets and
the removal of dilapidated huts and canopies from the city’s main traffic arteries, the
improvement of the city’s sewage system with the drainage channels, the encouragement
of the continuation of work on the Orthodox Cathedral in NiS, the establishment of the
Palilula residential district for the Muslims refugees from Belgrade and the renovation
of the Fehti Mosque in this district, the establishment of a secular library in the Fortress
of Ni§, the establishment of a craft and arts school/orphanage for neglected children of
all denominations, etc. (Randjelovic, 2022, 375, 379-394). However, from the very first
meetings he had in Ni§ with the representatives of local communities, it was evident
that he would focus special attention on solving the economic situation in this city and
province.

When it comes to economy, the situation was as follows: the people in this
province owed the state a lot of money in the name of arrears and unpaid taxes. There
were many reasons for that. First, the people (to say, the Christian Serbs, who were the
dominant majority of farmers) could not go to the markets in the towns and sell their
goods, because the roads were very bad, if there were any at all (Midhat, 1903, 35;
Andrejevi¢, 1980, 31). Because of this, they could not even get the concrete money
that was needed for paying the taxes. For the same reasons the tax collectors could
not visit the villages and collect taxes regularly. Many sections were tiring and almost
impassable. Moreover, due to bad roads, the city of Ni$ itself suffered from reduced
transit even though it was strategically located in an ideal position on the frequent
Constantinople road, the most important economic artery of the Ottoman territories in
Europe. So, the big problem in the eyalet was the bad traffic network. However, even
if there were ideal conditions for tax collection, the peasants suffered because of their
weak payment capability. This happened because of the previously mentioned increased
taxes they owed to the gospodars, and in order to manage to pay them, the peasant had to
turn to another gospodar and borrow money from him with high interest (Cerkezoglu &
Tansii, 2020, 832). For most of the peasants this was the only way to pay the tax debts to
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the Muslim landowner on whose estate they lived and worked. This is how the majority
of the peasants of the Eyalet of Ni§ barely survived, fighting incessantly and in a circle
to reduce their previous debts.

Regarding the roads Pasha started working immediately, it was a problem of technical
nature. The first thing he did in this matter was to strengthen the routes that connected Nis
with the big cities in the neighbourhood, so that the transit of goods and people would
increase. Regarding that, lines were drawn to Skopje, Sofia and Vidin. The second phase
was the connection of Ni§ with the head towns of other kazas in the Sandzak of Nis, then
Nis and the villages in its hinterland, and, finally, the connection of towns in other kazas of
the Sandzak of Ni§ with the villages surrounding them. (Mili¢evi¢, 1884, 161-162). In this
way, the traffic network which regionally connected Ni§ with Belgrade, Vidin, Skopje and
Jedrene (via Sofia) was renewed and strengthened. The towns in the sandzak of Nis like
Pirot, Prokuplje and Leskovac, as well as Vlasina and Vranje in the south, now gravitated
more clearly towards Nis. At the same time their hinterlands were more directly connected to
them in terms of communication. It is worth mentioning that these projects were not merely
the tracing of existing routes, but new routes were cut where it was convenient to reduce
distances. At several important strategic places, the bridges were built over large rivers,
too. Such was the case with the bridges at Mramor and the village of Ceéina on the South
Morava River (Mili¢evi¢, 1884, 162—163). After these undertakings, the traffic on the new
roads began to flow and the transport of goods got a new dynamic. However, the benefits
of the new roads had to be made visible to ordinary people, not only merchants, so Pasha
came up with the idea of creating new jobs. That is why he founded the first company in the
Balkans for the transport of goods and passengers in NiS in 1863 (Andrejevi¢, 1995, 10). The
company quickly expanded its operations on the roads from Belgrade, Pristina, Skopje and
Sofia, whereby the strategically convenient location of NiS enabled the cart drivers from this
city to easily establish a monopoly in this vast territory.

While the transport-related projects were almost clearly engineering matters, the issue
of poor financial condition of the peasants was more complex. Midhat Pasha devoted himself
especially to solving it, managing perhaps the greatest achievement in his political career.

4. Homeland Fund (Memeklet sandik)

Helping farmers to get out of debt slavery to gospodars and landlords was a sensitive
and dangerous problem. A bad policy in this matter could have completely ruined the
peasants, the most vital and largest group of residents in the eyalet. That is why the solution
had to be precise, give advantages compared to previous loaning practice and be free of
weaknesses which could make it short-term.

In provinces such as the Eyalet of Ni§ at that time loans were given by money
changers (saraflar), large merchants and landowners who used to collected the interest of
2, 3 or 4 percent (Rizaj, 1979, 71). Banks, as legal and more stable institutions, were also
known in the Ottoman Empire at that time. The first banks in the Ottoman Empire were
the Istanbul Bank (1847) and the Ottoman Bank (1856), however, both were founded with
foreign capital and quickly went bankrupt (Durer, 1982, 156). As he used to practice, Midhat
Pasha analyzed a group of cause-and-effect related problems and found a common solution
for them. In this case it was the Homeland Fund (Memeklet sandik).
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The Homeland Fund was a combined model of agricultural and credit cooperative.
It was used to solve the problem of agricultural land that was neglected over time, so it did
not bring income to the state; for farmers, the fund was an institution they could turn to
for loans and, through stable operations, to become capital they could count on when they
had to overcome famine year or other unpredictable difficulties which might befall their
households. In order to achieve all this, Midhat Pasha undertook the following: he formed a
team of people who visited the villages and registered the vacant arable land. For the transfer
of these plots of land, the villages were motivated by various donations. The same team of
people promoted Pasha’s project to the villagers and encouraged their involvement in it. In
this way, the fund acquired agricultural area that will serve as accumulators of its capital
and manpower which will develop it. After that, the land was categorized by quality and the
crops that were most suitable for certain plots were determined (Kog, 2004, 412). The state
donated seeds, and the peasants who, with a small membership fee, became members of the
fund’s cooperative, formed groups that will cultivate the plots. As people with their entire
families joined the fund, it was determined exactly how much each family would contribute
according to the number of members. Regarding the management of the workforce, special
attention was paid to the confessional affiliation of the members. The Muslims cultivated the
common fields on Fridays, while the Christians did it on Sundays (Randjelovi¢, 2022, 378).
Peasants who joined the cooperative were obliged to cultivate the assigned field themselves
and harvest or pick goods from it. The gathering was carried out under the supervision
of the fund representative. After that, the goods were taken to local markets, where they
were sold by auction. The sale was supervised by representatives of the local government
and council elders from the village where the goods were brought (Aysu, 2021, 279). The
money thus acquired was the capital of the Homeland Fund. When the capital reached the
sum of 200 Ottoman gold liras, all the peasants who worked in the cooperative fields were
given the right to take short-term loans from it (Oba & Ozsoy, 2023, 59). Still, the work on
cooperative fields was not a sufficient condition for obtaining a loan. In order for the loan
to be approved, the peasants had to provide a guarantee or pledge a mortgage on the land
or some other valuable asset. It was also allowed to combine these two methods. A for the
loans, the Homeland Fund had a clear politics. The loan period shouldn’t be less than 3 and
longer than 12 months. Also, the upper limit for loan was 20 Ottoman gold liras. As for the
interest, it was quite low. Only 1% per month (Aysu, 2021, 281).

The structure of the Homeland Fund consisted of a body of five people (two Muslims
and two non-Muslims). The four of them worked as volunteers and were elected by members’
vote. The fund was headed by a fund manager (sandik emini), a professional accountant
and the only person who received a salary for his work. Once a year, a committee was
formed to investigate the operations of the fund. The board was chaired by the highest local
authority, and the members were the fund manager, local officials and prominent citizens.
The board’s tasks were to consider investments and distribute the realized profits. The latter
was particularly important, since over time the Homeland Fund became a serious capital
bearer and a significant factor in the public good policy of local authorities. In this regard,
one-third of the profits were shared among the members, and two-thirds were used to help
build schools, irrigation canals, and improve roads. All operations were limited by the fund’s
upper limit, so that its capital would not be endangered (Oba & Ozsoy, 2023, 59).

Midhat Pasha’s plan was that each kaza should have its own Homeland Fund, to which
local town folk and peasants would turn. The first Homeland Fund was founded in Pirot in
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1863, and already in the autumn that year the first loan was issued from it (Randjelovi¢, 2022,
378). The reason for this was the fact that Pirot had strong tradesmen of ready money and
the famous August fair that attracted artisans and merchants from the entire European part
of the Ottoman Empire. After Pirot, the Homeland Fund was established in Ni$, Leskovac
and the rest of sandZak of Nis.

After the great success achieved by the Homeland Fund in the Eyalet of Ni§, Midhat
Pasha continued to advocate for the establishment of the Homeland Fund in all following
positions he held. As the governor of the large Danube vilayet, which included the territory
of the sandzak of Ni§, Midhat Pasha presented his venture to the Sublime Porte and received
its support. Thanks to this, the Homeland Fund was introduced into general use throughout
the Ottoman Empire by a special regulation issued on July 25, 1867 (Tungel, 2018, 203).

As for the operations of the Homeland Fund in the sandzak of Ni$, data is scarce.
However, it is possible to reconstruct its management in the period after the departure of
Midhat Pasha in 1864. As Midhat Pasha, while being a governor of the eyalet, initiated the
practice of founding new institutions and taking care of the public good, his successors on
the seat in Ni§ continued with the same practice. Until 1878, that is, after the liberation of Nis
and the southern part of central Serbia from the Ottomans, schools were built, public works
were carried out, roads were maintained and various civic initiatives were supported in the
towns of the sandzak of NiS. On the eve of liberation (1878), the capital of the Homeland
Fund in the sandzak of Ni§ accumulated almost one and a half million groses (Rizaj, 1979,
72), which is a large sum, especially due to the economic crisis that the Ottoman Empire was
going through in the 1870s.

The fate of the Homeland Fund in the Ottoman Empire and the Novi Krajevi after 1878
is quite interesting.* Apparently, the new Serbian authorities did not abolish the Homeland
Fund as an institution of the previous regime. On the contrary, after the modification
Homeland Fund continued to function under the name Petinska kasa (The Fund of Fifths)
for some time. In 1890, a proposal was submitted from Vranje to the National Assembly
of the Kingdom of Serbia to return the Petinska Kasa into function, which indicates that it
had been abolished by this time (Narodna skupstina, 1890, 70). However, in 1908 National
parliament debated to finance with the Petinska kasa (specifically named as Menafi sanduk)
the building of a hospital in Zaplanje, County of Ni§ (Mati¢, 1998, 151). As a matter of fact,
the money taken from this fund was also used for the construction of the lyceum in Ni§ and
the waterworks in Zaplanje (Randjelovi¢, 2022, 378). So, it seems that it lasted for some time.

Like the Ottoman Empire, the Homeland Fund had a hard time going through the
economic crisis caused by the wars with Serbia and Russia and the bad consequences of the
Congress of Berlin (1878). Until this period, there were already cases of bad management of
the fund and selective granting of loans without economic justification and profit. Because
of this, in 1883 the fund had to be reorganized into the Public Good Fund (Menafi sandik),
however, five years later it had to be restructured again. Under the Land Law (August 15,
1888) the Public Benefit Fund became the Agricultural Bank (Ziraat Bankast), an institution
whose primary activities were exclusively investing in agriculture and lending money to
farmers (Ortabag, 2018, 43). It has worked as such till nowadays.

* Novi Krajevi (New Regions) is the name for the territory of the former sandzak of Nis, i.e. of
the southern part of Central Serbia which the Serbs liberated from the Ottomans in the Second
Serbian-Turkish War (1877-1878).
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5. Conclusion

Looking at Midhat Pasha’s achievements in the Eyalet of Nis, especially the economic
ones, from today’s perspective gives a clear meaning to the socio-political development
of this region after 1878. As the Serbian authorities in Novi Krajevi inherited developed
economic relations after liberation, and found the city of NiS§ in a modest but advanced
westernization, the only thing left was for the region’s economy to develop strategically
in the direction inherited from the previous Ottoman regime. With his traffic solutions,
economic projects, incentives for agriculture and the recognition of farmers as a particularly
important economic factor of the region, Midhat Pasha was a pioneer who contributed the
most with his visions.
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