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MEBYHAPO/IHU YACOIIUC
3A EKOHOMCKY TEOPUJY U ITPAKCY U JPYIITBEHA ITNTABA

Se EKOHOMVIKA

Yaconuc u3na3u 4eTUPU MyTa FOAUIIEbE Topmua LXIII, I-111 2017, 6poj 1

W3JIABAY: JIpymrso exonomucra “ExoHomuka” Huin

CYU3ABAUU: Exonomcku axynret y [puinruau, MTHCTUTYT 32 ekOHOMUKY TIoJboTipuBperie - beorpan, dakynrer
3a IOCJIOBHE CTyHje | 1paBo - beorpan, daxynter 3a MeHayMeHT - Cpemcku Kaprosim, JIpymrBo exoHOMuCTa
Hurma, dakynTer 3a NpHUMEHEHH MEHAIMEHT eKOHOMU]Y U ¢unancuje MED - Beorpan

I'NTABHU 1 OATOBOPHU YPEIHUK:
Ipod. ap [Aparossy6 CumonoBuh

3AMEHUVK I'TTABHOI' 1 OAT'OBOPHOI" YPEJITHMKA

Jp 3opan CumonoBuh
W3BPIIHU YPEJIHULIU:

Ipod. np Bojan Kpceruh, Humr (Cpouja) Ipod. np XKusora Panocassbesuh, beorpan (Cpouja)
Ipod. np baaroje [Taynosuh, beorpan (Cpouja) Ipod. np Jonen Cy6uh, beorpan (Cpouja)

Ipod. np Cnaomup Muneruh, [Tpumtuna (Cpouja)  Ipod. np boban Crojanosuh, Hum (Cpbuja)

YPEJJHUIU CAPAAHNLIN:

Mpod. np Cuexana Hekuh, Hum (Cpbuja) Tpod. mp [dparo Lipujanosuh, Bpwauka bama (Cpouja)
[pod. np Aparan Momuposuh, beorpan (Cpouja) Jlp Anexcannap bypuh, beorpan (Cpouja)

IIpod. mp Topan Kepruh, Cpemcku Kapnosuw (Cpouja) — p Mapxko Jankosuh, beorpas (Cp6uja)
[pod. Ip Byphuua Bykajnosuh, Beorpasn (Cpouja) Tpod. np bpanko Muxaunosuh, beorpan (Cpbuja)

PEOJAKIINICKU KOJIETHIYM
Axanemuk 3opan Jlakuh, [Toxropuna (I{pua F'opa) Jlp Aunpej Apjamos, Mocksa (Pycuja)
Axanemuk Jby6uma ITannh, Yauax (Cpouja) Jp Jlusujy dymutpacky, [noemru (PymyHuja)
Hp Pajmynn Muppana, Kommue (Croauka) Ip Cpehko Mumaunh, Kococka Murposuua (Cp6uja)
Jp I'per Punrep, Jyunu (CAJL) Jlp Munan Am6posx, Hoo Mecto (CnioBeHnja)

Jlp Mapuja Ilasnosa, Benuko Tproso (byrapcka)
Jp Aunpej XKan-Bacuie, [Tnoewtn (Pymynuja)
Jp Jypuj Kmaszes, Mocksa (Pycuja)

Jlp Annpec Kapuon Iapuua, Banencuja, (Ilnauunja)
Jp Penara Kpakoscka, Bapasa (ITosscka)

Jp Jby6unxka Joxcumosuh, beorpan (Cpbuja)

Jlp Anexaunpy Henenea, Cyuesa (Pymanuja)

Jlp Ha6uesa V.H., Maxaukana (Pycuja)

Jp Cno6onan LBeranosuh, Humm (Cp6uja)

Jp 36uruues Ilamek, Kpakos (ITosbeka)

Jp Bopusoje [Tpokonosuh, Humr (Cpouja)

Jlp Mapko Konaxouh, 3arpe6 (Xpparcka)

Jp Hejan Jakumh, Cy6oruna (Cpouja)

Jp JAuno Maprenaro, Beneunja (Mranuja)

Jp Ajme Ymur Toknenus, Mcranbyn (Typcka)

Jlp WBan Yapota, Munck (benopycuja)

JIp Mumnua Byjuunh, Hosu ITazap (Cp6uja)

Jp Uu Beu Cy, Kunrnao, (Kuna)

Jp Yop ®on Tawr, [Tenanr (Manesuja)

Jp Jparyrun lunka, bama Jlyka (P. Cpricka)

Jlp Becna Crojanouh Anexcuh, Kparyjesau (Cp6uja)
Jlp Mapuja CrankoBa, biaroesrpan, (byrapcka)

Ap Taneym I'paGuncku, Kpaxos (TTosbexa) Jlp Aunpuena Buruh-Llerkosuh, Korop (Llpna ['opa)
Ap Jatxo Paysosuh, Moxropuua (Lpta Topa) Ip Bishwajit Bhattacharjee, Kapumram (Muzauja)

Jp Taono Llecap Yarac Poxpurec (bpasun) Jlp Jiparan Muxajnosuh, 3ajesap (Cp6uja)

Jp Kpuc Haren, Cuanej (Ayctpamuja) Jlp Tomucnas bpsakosuh, beorpan (Cpouja)
Axaznemuk Cranucias Ceprujosud Janenxo, Kujes (Yipajuna) Tp Muour Kperuh, Hum, (Cp6uja)

N3TABAYKU CABET
Jp Topnana Mpaak, Bpame (Cpouja) Jp UBan Bypuh, Xane (Hemauka)
Jp Hyman 3npaskosuh, Hum(Cp6uja) Mp Haranua I'maronesa, benropoxn (Pycuja)
Mp BpaununcnasJosarnunh, Hum(Cp6uja) Jlp Becna JankoBuh-Mnmih, Hum (Cp6uja)
Jp XKusopan Imuropujesuh, Humr (Cpouja) Jp Bparucanas [Ipokonosuh, Jleckosar (Cpouja)
Jp Codwuja JInxosa, Kuje (Ykpajuna) Jp Mupujana Knexesuh, Kparyjesau (Cp6uja)
Meu Hukona Rypunh, Beorpax (Cp6uja) Jp Anexcannap Kocruh, KocoBcka Mutposuna (Cpouja)

Jp Pajko byxsuh, beorpan (Cpbuja) Hp COH’? Josanosuh, Hrrm (CP6“J:3) )
Jlp Anexcannap I'py6op, Cyboruua (Cp6uja) Jlp Hanujena ecnorosuh, Kparyjesar (Cp6Guja)

Jlp Tlerap Becenunosuh, Kparyjesar (Cpouja)



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

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

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

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

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

Se EKOHOMMWKA

KypHan uzgaercs 4eThIpe pas B FOy. Tox LXIIL, I-111 2017, Ne 1

W3ATEJL: O01iecTBO S3KOHOMHCTOB ,,JKOHOMHKKA Huria.

CYU3ATEJIN: Dxonomudeckuit axynsrere B [IprmTune, IHCTHTYT 9KOHOMUKH CEIBCKOTO X03siiicTBa B benrpar,
DaxynTer 3a MOCIOBHE CTyauje U mpaso - beorpan, ®axymsrer ynpasienus - Cpemcku Kaprosuy, Accormarust
sKxoHOMECTOB Himma, dakynsreT npHKIagHol SKOHOMUKH U yrpasneHns gpunancamu MEF - bearpan.

[JIABHBI 1 OTBETCTBEHHBIN PEJAKTOP
IIpod. n.H. paronro6 CuMoHOBUY

3AMECTHUTEJIb IIOMOIIHUK ITTABHOI'O 1 OTBETCTBEHHOI'O
PEJJAKTOPA
J.H. 3opan CumoHOBUY

HNCIOJHUTEJIBHBIE PEJJAKTOPBI

Ipod. n.H. Boitan Kperwiu, Hutr (CepOust) Mpod. .1 XKusora Panocasnsesnt, benrpan (Cepons)
IIpod.n.H. bnaroiie [Taynosuy, benrpan (Cepoust) IIpod. n.1. Monen Cy6ud, benrpan (Cepbus)
IMpod. a.1. CnaBomup Munernd, [Tpumrruna (Cepoust)  IIpod. x.1. Boban Crojanosuy, Hum (Cep6ust)

PEAAKTOPBI ITEPCOHAJI
ITpod. n.u.Crexana [xexny, Hum (CepOust) TIpod. n.1. [paro Lipuitanosny, Bprstuka banst (CepOwust)
Mpod. n.1. Aparan Momuposuy, benrpan (Cepoust)  [.H. Anexkcanap J[xypuy, benrpan (CepOus)
Ipod. a.1. Topau Kepruu, C. Kapnosuwu (CepOust) 1.H. Mapko Jankosu4, benrpan (Cep6Oust)
[po¢. n.1. Byphuua Bykajinosuy, benrpan (Cepbusi) Ilpod. 1.1 bpanko Muxamnosud, benrpan (Cepoust)
PEJAKIIMOHHA S KOJUIET' YA

Axanemuk 3opan Jlakuy, [Tonropuna(Ueproropus) Axanemuk Cramcnas CepriioBuu Sluenko, Kues (Yipanna)
Axanemuk Jlro6uma ITarmy, Yagak (CepOus) I.H. Augpeii ApsimoB, Mocksa (Poccst)
1.H. Paiimyna Mupnana, Komuie (CioBakwst) 1.H. JIuBny Tymurpaciy, [Tnoemn (Pomanmus)
1.1 I'per Punrep, Jynmn (CILIA) 1.H. Cpeuxo Munaund, KocoBcka Mutposuua (Cep6oust)
J.H. Mapus ITanosa, Benko TeipHoBo (Bonrapust) 1.H. Munan Am6pox, HoBo Mecto (CroBenus)
JLH. Augpeii Kan-Bacunbes, ITnoenrru (Pymbinus) 1.H. Mapko Komakosuu, 3arpe6, (Xopsatus)
1.1 YOypuit Kusses, Mocksa (Poccnst) J.H. Jleitan Jakimmy, Cy6oruua (CepOus)
1.H. Mupxko Casuy, Cy6oruna (CepOust) 1.H. luno Maprenaro, Benenus (Mrainms)
n.1. Anapec Kapron apuua, Banencus, (Mcranus) n.H. Ajue Ymur Toknenus, Cran0yn (Typuus)
1.H. Penara Kpaxoscka, Bapiasa (ITonbrua) 1.1, MBan Yapora, Munck (Benapycs)
1.1, JTio6unka Hokucumosuy, Berpan (CepGus) A.H. Mununa Byituny, Hoen Tasap (Cep6us)
1.1, Anexannpy Henenea, Cyuesa (Pymbinust) a.H. Yu Ben Cy, Kunrznao, (Kurait)
n.H. Habuesa Y.H., Maxaukana (Poccus) a.1. Yop ®on Tanr, Tlenanr (Manaiizns)
1.1, Cro6onan L{seranosmy, Hum (Cep6mus) A.H. Jlparyrun Ilnnka, bama Jlyka (P. CepOekait)
11.H. 36urnues [Tamex, Kpaxos (ITonbia) A.H. Becna Crojanosuh Anekcuh, Kparyjesan (CepOust)
1.H. Bopusoiie ITpokonosny, Hum (Cep6ust) A.H. Mapus Crankosa, braroesrpan, (bonrapus)
n.1. Tapeym ['pabunckn, Kpakos (ITonbima) AH. Angpuena Burtnu-Lerkosud, Korop (Yepuaropus)
1.1, Janko Paxynosuu, oaropuma (UepHaropus) 1.H. Bishwajit Bhattacharjee, Kapumram (Mnnus)
1.1 TTaono Iecap Yarac Pogpurec (Bpasunst) AH. Jlparan Muxajnosuy, 3ajeuap (CepOust)
1.1 Kpuc Haren, Cumiej (ABctpanmus) 1.H. Tomucnas bp3sakosuy, benrpazn (Cep6ust)

1.H. Mot Kperny, Hu, (CepGust)

COBET U3JATEJIEU

J.H. Topnana Mpuak, Bpame (Cep6ust) 1.H. VBan [Dxypuu, Xane, (Tepmanmus)
1. yman 3xpaskosuy, Huui(CepOust) k.H. Haranma ['maronesa, benropox (Poccnst)
K.H. Bparmcmas Mosarrara Hrmr(Cep6s) 1.H. Becna JankoBnu-Mumny, Humm (Cep6ust)
JL.H. XKuopan Tmuropujesuy, Hunr (CepOust) 1.H. Bparucanas ITpokonosuy, JIeckosart (Cepoust)
1.1 Coduja JIuxosa, Kujes (Ykpauna) 1.H Mupujana Kuexesnd, Kparyjesar (Cep6Oust)
1.1 Hukona Yypuny, beorpan (Cepoust) 1.H. Anekcannap Koctnu, KocoBcka Mutposuia (Cepoust)
J.H. Pajko byksunu, Benrpan (Cepous) 1.H. Coma Joanosnu, Hum (Cep6ust)
1.H. Anekcannap ['py6op, Cy6oruia (CepOust) 1.H. Jlannjena Jlecnorosuy, Kparyjesar (CepOust)

1.1. Ilerap Becennnosnu. Kparyjesar (Cepoust)



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

2. Kypnan ocnoBayn OO1ecTBo 3koHOMHCTOB Hurmia 1 OOIiecTBO MHKEHEpOoB M TeXHHKOB Huima
(ocraBanuch U3aBaresIMU 10 KoHIa 1964 roma). OObequHeHne OyXTraaTepoB CTaHOBUTCS M3IaTeieM
HaunHast ¢ Ne 6 - 7/ 1958 rona. Dxonomuueckuii dakyssrer B Hue Ha ocHoBanun cBoero Perennst Ne
04 - 2021 ot 26.12.1991 roma cran cousaareieM ,, DKOHOMHKH . Taroke 1 DKOHOMUYECKHH (aKyiIsTeT B
[purrrune cran comznarenem ¢ 1992 roga. Haunnast ¢ 1992 rona consnarenem ,, 2KOHOMUKH ™~ CTAHOBUTCS
OOmmecTBo MapkeTHHra periona . Humma. Kak comsmarenn ,,OxoHomukn” B TedeHnd 1990 - 1996 roma
(urypuposau DoH;1 10 HayYHBIM padoTaMm, ormiuHbI Huit, MTHCTUTYT ypOaHHCTHYECKOTO TTAHUPOBAHNS
Hymmra 1 Koprioparmst Winner Broker Hu.

3. PecniyOrmkanckuii cekperapuar o uHpopmarmu CP Cepoun cBoum Perernem Ne651-126/73-02
ot 27 Hosi0ps 1974 Toma mpuHsAT 3asBlICHAE ,,JKOHOMHUKH~ 0 BXoZe B cocTaB Perwucrpa razer. Cobpanne
OorecTBa 3k0HOMUCTOB I. Huiia Ha 3acenanvu ot 24 anpernst 1990 . YcTaBHBIM pellieHHEM TTOATBEP/IH,
9710 ,,JKOHOMHKA” MMEEeT CcTaTyc npaBoBoro Jmia. Ha 3acenannm CoOpa-Huest O0IIecTBa SJKOHOMHUCTOB
rHuma ot 11 HosOpst 1999 1. npuHATO peltieHre 00 OTKPBITHH ,, JKOHOMHUKOH,, OTIEILHOIO PACICTHOTO
cyera.

4. CormacHo MHeHHIO PecryOnukaHckoro cexperapuara mo kyiasrype CP Cepoun Ned13—516/73-02
ot urorst 1973 . m Munmctepersa Hayku 1 TexHonorau Pecryomiku Cepoum Ne541—03-363/94-02 ot 30
utoHs 1994 1. ,, JKoHOMHKA” UIMEET CTaTyC HAy4YHOTO M paHT HalMOHAIbHOTO xKypHaa. C Hadana 1995 rona
,»JKOHOMHKA”” HOJTYYHJIa CTAaTyC MEXIyHapOIHOIO SJKOHOMHYECKOTO )KypHaIa.

5. COCTABUTEJIN: n.u. Mosan IlerpoBuu (1954-1956), Muonpar ®unmummosna (1958-1962),
braroe Mutiy (1962-1964), n.1. Jlparomo6 Croiinnskosuy (1964-67), n.1. Muonpar Huxomna (1967-
1973), mu. Jlparomo6 Cumonosud (1973-1984), m.i. Muonpar VMosarosru (1984 - 3-4/1988) u mh.
Jparomo6 Cumonosm4 (1990 1 B HacTosiiee Bpemst).
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TOURISM INDUSTRY AND NATIONAL
COMPETITIVENESS:
A SUB-SAHARAN AFRICA COUNTRIES PERSPECTIVE

Abstract

The purpose of this paper is to analyse the contribution of competitiveness of
the tourism industry on the global competitiveness of 31 sub-Saharan Africa (SSA)
countries. The aim is to identify the correlation between the achieved travel &
tourism competitiveness level measured by the Travel & Tourism Competitiveness
Index (TTCI) and global competitiveness level measured by the Global
Competitiveness Index (GCI) in SSA countries. The research is made by applying
descriptive statistics, correlation, regression, cluster, and comparative analysis.
Research results indicate that there is a strong positive correlation between the
GClI and the TTCI, as well as the positive impact of TTCI on GCI in the observed
group of countries. The conclusions of this paper provide recommendations to
tourism policy-makers in SSA countries.

Key words: tourism, competitiveness, sub-Saharan Africa countries

JEL classification: .83, N17

HHAYCPUJA TYPU3MA U HATUOHAJIHA
KOHKYPEHTHOCT: IEPCIIEKTUBA 3EMAJbA
INOACAXAPCKE A®DPUKE

AncTpakr

Lumw 06oe paoa je 0a ananusupa ymuyaj KOHKYPeHmMHOCIU UHOYCIpUje mypusmd
Ha enobanny Konkypewmmuocm 31 semme Iloocaxapcke Agppuxe (CCA). Luw je
oda ce udenmughuxyje xopenayuja uzmely OOCMUSHYMOZ HUBOA KOHKYPEHMHOCHU
cexmopa mypusma u nymoeara meperoz MHOeKcom KOHKYPeHmHOCU Nymosarsd
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u mypusma (TTLH) u enobannoe Hueoa KOHKYpeHmMHOCmU mepeHoe HHoexcom
enobanne xoukypewmuocmu (I'LIHA) y semmwama CCA. Hcmpasicusarwe ce epuiu
NPUMEHOM OeCKpUnmueHe CMmamucmuxe, Kopeiayuone, pecpecuone, Kiacmepcke
u Komnapamusue ananusze. Pezynmamu ucmpadicuséarba nokasyjy oa nocmoju jaka
nosumuena ropenayuja usmely I'IIM u TTLH, kao u nosumusan ymuyaj TTLIH
na I'IJH y nocmampanoj epynu 3emasa. 3akmyuyu 0602 paa npyicajy npenopyke
Kpeamopuma nonumuxe pazeoja mypusma y CCA zemmama.

Kwyune peuu: mypuszam, konkypenmuocm, semmwe Iloocaxapcke Agppuxe

Introduction

Travel & tourism (T&T) sector is a significant tool in economic growth and job
creation all over the world. According to World Travel & Tourism Council (2015), this
sector generated US$7.6 trillion (10% of global GDP) and 277 million jobs (1 in 11 jobs)
for the global economy in 2014. This is the reason why the T&T sector is considered
as a power vehicle (Rhodri & Long, 1999; World Bank, 2015) and an agent (Page &
Connel, 2009; Sharpley, 2015) or even locomotive (Popescu, 2014) and major driver
(Bimonte & Punzo, 2016) of economic and social development. The impact of T&T
sector on the economic and social development of a country can be huge, because there
are several components of socio-economic development on which this sector affect
positively (World Travel & Tourism Council, 2015): opening it up for business, trade and
capital investment, making jobs and entrepreneurialism for the workforce and protecting
heritage and cultural values.

According to World Economic Forum (2015), T&T in sub-Saharan Africa (SSA)
has substantial potential for development. Wealth of natural resources and the potential
of cultural resources are the key factors of competitive advantages of SSA region. Data
from the World Travel & Tourism Council (2015) indicate significant contribution of
T&T to GDP, employment and investment in the SSA region. For example, the direct
contribution of T&T to GDP was 2.6% of total GDP in 2014. Also, in 2014 this sector
directly supported 5,972,000 jobs (2.5% of total employment), while T&T investment
was 5.5% of total investment.

However, the SSA region has a small part of the global tourism marketplace. SSA
countries received only 3.2% of international tourist arrivals in 2014 (World Tourism
Organization, 2015). Also, the SSA ,,is still mostly in the early stages of development
and strongly connected with more general and longstanding development challenges,
including infrastructure as well as health and hygiene* (World Economic Forum, 2015,
p- 20). Such position of the region indicates that the potential for tourism growth is
significant.

The development of the SSA countries in the future and the progress of the
achieved level of competitiveness is based on all factors and resources that lead to
the tourism sector development. For that purpose, the aim of this paper is to analyse
achieved level of T&T competitiveness in SSA countries, and emphasize the relevance of
a T&T competitiveness improvement onto national competitiveness. Also, an important
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goal of the paper is to find the factors that are critical for T&T competitiveness in the
SSA countries, ie. to find the pillars of T&T competitiveness that must have priority
in development policy in the coming period. The results of this analysis should give
guidance to policy-makers in setting development strategies and programs in the process
of improving T&T sector in SSA countries.

The first section provides a theoretical background and literature review. Research
methodology and hypothesis are shown in section two. Research results are discussed in section
four. The final section provides conclusions.

Theoretical background and literature review

The concept of global competitiveness is very popular in the analysis of T&T
performances of national economies. Measuring and comprehension the global T&T
competitiveness of a country is a key prerequisite for policy makers and a significant
challenge for researchers in the process of decision making. Dupeyras & MacCallum
(2013, p. 7) believe that ,,tourism competitiveness for a destination is about the ability
of place to optimize its attractiveness for residents and non-residents, to deliver quality,
innovative, and attractive (e.g. providing good value for money) tourism services to
consumers and to gain market shares on the domestic and global marketplaces, while
ensuring that the available resources supporting tourism are used efficiently and in a
sustainable way”. Tourist destination means ,,countries or a collection of countries, a
distinct state, country or province, or in fact represents a local city, town or resort, a
national part, an area of outstanding natural beauty of coastline” (Cooper, Fletcher, Fyall,
Gilbert & Wanhill, 2008, p. 475). Under constant competitive pressure in a global market,
tourist destinations are constantly looking for ways to increase their competitiveness
(Crouch & Ritchie, 1999; Ritchie & Crouch, 2003; Cirstea, 2014). Through appropriate
development strategy and proper competitive positioning of destination, a successful
tourism industry can lead to regional economic development, as well as being a source
of extensive foreign exchange profit.

Because of its great importance on economic and social development, there are
numerous studies on the T&T competitiveness of destinations worldwide. Dwyer, Forsyth &
Rao (2000) examine the price competitiveness of 19 tourism destinations using Australia
as a base country. Skerritt & Huybers (2005) analyse the impact of international tourism
on economic development in 37 developing countries, finding a positive correlation
between these categories. Hye & Khan (2005) test tourism-led growth hypothesis in
Pakistan and ,,confirm the long-run relationship between income from tourism and
economic growth” (p. 303). The study of Zhang & Jensen (2007) suggests that there are
parallels between tourism and international trade flows. Similar as Hye & Khan (2005),
Tang & Tan (2015) examine the ,,tourism-led growth hypothesis in Malaysia” and find
that ,,tourism is an effective long-term engine of growth” (p. 1430). Krsti¢, Radivojevi¢
& Stanisi¢ (2016) analyze the competitiveness determinants of the T&T sector in Central
and East Europe countries and indicate critical competitiveness pillars for each country.

The competitiveness of the T&T sector in African countries is also present in
the empirical studies worldwide. For example, the study of Carlisle, Kunc, Jones &
Tiffin (2013) emphasis innovation for tourism development through multi-stakeholder
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approaches in Africa. Ayikoru (2015) analyses destination competitiveness challenges
in the realisation of a country’s tourism potential using Uganda as an exemplar. Krstic,
Jovanovi¢, Jankovi¢-Mili¢ & StaniSi¢ (2016) examine the T&T competitiveness
contribution to the national economy competitiveness of sub-Saharan Africa countries.
From a large body of these studies, it is possible to identify the great potential for development
of the T&T sector in Africa, particularly in SSA region.

Research methodology and hypothesis

The purpose of this research is to analyse the contribution of competitiveness of the
tourism industry on the global competitiveness of SSA countries. The aim is to identify
the correlation between the achieved travel & tourism competitiveness level measured by
the Travel & Tourism Competitiveness Index (TTCI) and global competitiveness level
measured by the Global Competitiveness Index (GCI) in SSA countries. In accordance
with the purpose of research, the authors tested the following hypotheses:

HL1: There is the positive correlation between the GCI and the TTCI in SSA
countries.

H2: There is the positive correlation between the GCI and pillars within the TTCI
in SSA countries.

H3: The achieved level of the T&T competitiveness in SSA countries has a
significant influence on the level of global competitiveness of SSA countries.

H4: There is no homogeneity among SSA countries in terms of impact of pillars
within TTCI on GCI.

The research is based on data retrieved from the official periodical publications of
The World Economic Forum (WEF): The Global Competitiveness Report 2013-2014 and
The Travel & Tourism Competitiveness Report 2013.

The methodology for measuring the competitiveness of countries (7he Global
Competitiveness Report 2013-2014) systematizes the key competitiveness factors into
three subindexes and twelve pillars: (1) Basic factors (P1. Institutions; P2. Infrastructure;
P3. Macroeconomic stability; and P4. Health and primary education); (2) Efficiency
factors (P5. Higher education; P6. Goods market efficiency; P7. Labour market efficiency,
P.8 Financial market development; P9. Technological competence/capacity; and P10.
Market size); and (3) Innovation factors (P11. Business/business process sophistication;
and P12. Innovation). The value of the GCI is the result of measuring many indicators
within the each above-mentioned pillars.

The methodology for measuring the T&T competitiveness (7The Travel &
Tourism Competitiveness Report 2013) systematizes the key competitiveness factors
into three subindexes and fourteen pillars: (1) T&T regulatory framework (P1. Policy
rules and regulations; P2. Environmental sustainability; P3. Safety and security; P4.
Health and hygiene; and P5. Prioritization of T&T); (2) T&T business environment and
infrastructure (P6. Air transport infrastructure; P7. Ground transport infrastructure; P8.
Tourism infrastructure; P9. ICF infrastructure; and P10. Price competitiveness in the T&T
industry); and (3) T&T human, cultural, and natural resources (P11. Human resources;
P12. Affinity for T&T; P13. Natural resources; and P14. Cultural resources). The value of
the TTCI is the unweighted average of the value of above-mentioned subindexes.
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In order to test the hypothesis, following research methods are used in the paper:
descriptive statistics, correlation, regression, cluster, and comparative analysis.

Research results and discussion

Analysis of SSA countries’competitiveness according to the GCI and the TTCI

Analysis of SSA countries’ competitiveness is based on data about rank and score of
the GCI and TTCI. Table 1 shows the position of SSA countries according to rank and score
of the GCI for 2013, as well, the average score. The WEF, in The Global Competitiveness
Report 2013-2014, analysed and ranked total 148 countries according to the GCI.

Table 1: The rank and the score of the GCI for SSA countries according to The Global
Competitiveness Report 2013-2014

Rank of count GCI
Country in SSA regiml‘;y GCl score (1-7) overall rank

Seychelles 5 4.10 80
Mauritius 1 4.45 45
South Africa 2 4.37 53
Cape Verde 14 3.53* 122
Namibia 6 3.93 90
Gambia 12 3.67 116
Botswana 4 4.13 74
Kenya 8 3.85 96
Rwanda 3 4.21 66
Senegal 9 3.70 113
Zambia 7 3.86 93
Tanzania 19 3.50* 125
Uganda 21 3.45% 129
Ghana 10 3.69 114
Zimbabwe 22 3.44% 131
Swaziland 16 3.52% 124
Ethiopia 18 3.50* 127
Cameroon 11 3.68 115
Malawi 25 3.32% 136
Mozambique 26 3.30* 137
Cote D’Ivoire 17 3.50* 126
Nigeria 13 3.57 120
Burkina Faso 27 3.21%* 140
Mali 24 3.33* 135
Benin 20 3.45% 130
Madagascar 23 3.42%* 132
Lesotho 15 3.52% 123
Guinea 30 2.91* 147
Sierra Leone 28 3.01%* 144
Burundi 29 2.92% 146
Chad 31 2.85% 148
Average - 3.57 -
Note: Symbol * indicates the value which is below the average score of the
SSA countries.

Source: WEF, The Global Competitiveness Report 2013-2014
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Based on Table 1, it can be concluded that Mauritius has the largest score of the
GCI (4.45), followed by South Africa (4.37), and Rwanda (4.21). Other countries record
relatively uniform values. The lowest scores of the GCI are recorded in Chad, Guinea,
and Burundi. The differences are more drastic if we observe ranks of SSA countries on
the world list of countries. The best positioned SSA country is Mauritius on the 45" place
out of the 148 countries analysed by the WEF, while the worst positioned SSA country
is Chad, on the 148" place. The average value of the GCI scores of analysed group of
countries is 3.57. Table 1 shows that 18 out of 31 countries have a lower GCI score in
relation of the average score for the SSA group of countries. In recognition of the fact
that the WEF ranked total 148 countries, it can be concluded that, except of Mauritius,
South Africa, Rwanda, and Botswana, all other SSA countries are located in the second
half of the world list according to the GCI score.

Table 2 displays the average scores of 12 pillars within the GCI for SSA countries.

Table 2: The score of 12 pillars within the GCI for SSA countries according to The
Global Competitiveness Report 2013-2014

]
N - -
- 54 =] b - < » = E=Y =)
s | 2|28 3|2 |E. |2, |28|5,| &|. 2| s |SEEE55¢
S SE| S§8| % 2l 22| s E| 22 74 @ S S SBgeaw,
Country B g S| 8| 2w 2188|358 Z Z -2 = 58 »ye8s2
E] Z Se|lE8|ss|B8o|s8| 22| <= L s -2 s S EE23S PuE
= s SE| =SS |HE| 25|85 2|53 =l B 1) E;s?;;ﬁnc
2| £ |Se|2E|2E|se|5e|F5| 88| £ |25 E| 22825228
= E |Z5|Z8|EE|OT | A% |Es |2 2 |23 £ |ZzE8=8%<8
Seychelles 433 | 464 | 443 | 590 | 413 | 436 | 469 | 3.87 | 3.87 | 1.46% | 4.06 | 3.32 1
Mauritius 458 | 444 | 482 | 6.01 | 432 | 485 | 445 | 473 | 3.90 | 2.80 | 440 | 3.11 0
South Africa 453 | 413 | 439 | 3.89% | 3.94 | 4.75 |3.93*| 580 | 3.92 | 4.89 | 449 | 3.64 2
Cape Verde 3.93 | 2.79% | 3.67* | 5.68 | 3.71 | 3.91* | 3.74* | 3.32* | 3.34 | 1.30* | 3.44* | 2.83* 8
Namibia 422 | 420 | 4.67 | 443 | 3.12 | 4.10 | 439 | 451 | 334 | 2.66* | 3.65 | 3.02 1
Gambia 442 | 3.43 | 3.49% [ 3.95% | 348 | 4.07 | 453 | 3.86 | 3.00 | 1.55% | 4.00 | 3.22 3
Botswana 4.67 | 343 | 576 | 455 | 3.56 | 4.10 | 4.51 | 434 | 3.11 | 3.03 | 3.61 | 2.99 0
Kenya 3.62* | 324 | 3.64% | 452 | 3.54 | 421 | 462 | 468 | 3.36 | 3.58 | 4.09 | 3.56 2
Rwanda 520 | 320 | 441 537 | 3.00 | 452 | 5.06 | 423 | 3.10 | 2.46* | 3.89 | 3.44 1
Senegal 3.69 | 2.78* | 441 | 4.17* | 3.14 | 433 | 433 | 3.72% | 326 | 2.94 | 3.85 | 3.18 3
Zambia 420 [2.76% | 456 | 441 | 3.05 | 461 [4.12%| 445 | 297 | 2.80 | 4.05 | 3.36 2
Tanzania 3.55% | 2.30% | 3.65% | 4.64 | 2.54* | 3.89* | 4.49 |3.72*% | 2.70* | 3.59 | 3.50* | 3.06 8
Uganda 333*% [ 231% | 3.64% | 435 | 2.72% | 3.88* | 4.69 | 3.90 |2.82* | 3.28 | 3.55% | 3.04 7
Ghana 3.89 | 3.03 | 3.08% | 448 | 3.42 | 428 |4.14* | 436 | 3.21 | 3.67 | 3.85 | 3.27 2
Zimbabwe 3.50% | 2.59% | 4.01* | 4.55 |2.95% | 3.66* | 3.40% | 3.56* | 2.98 | 2.12* | 3.30* | 2.68* 10
Swaziland 383 | 334 | 454 |3.57* | 3.09 | 405 |4.01* [ 403 [2.72% |2.03* | 3.72 |2.83* 5
Ethiopia 3.58% | 2.61% | 3.81* | 4.67 | 2.55% | 3.56* [ 3.99* | 3.32% | 2.47* | 3.74 | 3.21* | 2.76* 10
Cameroon 3.35% | 2.49% | 492 | 443 | 325 | 4.03 [4.19% | 3.59*% | 2.80* | 3.26 | 3.60 | 3.11 5
Malawi 3.81 |2.21*% | 2.85% | 4.43 |2.65* | 3.90* | 459 | 3.96 |2.40* [ 2.50* | 3.50* [ 2.90* 8
Mozambique 3.30% | 2.38% | 4.34 | 3.67* | 2.34* | 3.80* [ 3.80% | 3.13* | 2.77* | 2.96 | 3.20% | 2.63* 10
Cote D’Ivoire 3.40*% | 3.13 | 421 |[325% | 3.03 | 3.91* | 432 | 3.76 | 3.03 | 3.17 | 3.37* | 3.00 4
Nigeria 3.08*% | 2.29% | 5.17 [3.04* | 3.03 | 4.09 | 448 | 4.04 | 3.08 | 466 | 3.89 | 3.00 3
Burkina Faso 3.34% | 2.13*% | 4.44 | 3.24* | 2.39% | 3.73% | 4.19% | 3.17* | 2.41* | 2.79 | 2.97* | 2.86* 10
Mali 3.02% | 3.05 | 444 [3.05% | 2.55% | 3.93* [ 3.96* | 3.38* | 2.91* | 2.63* | 3.52* | 3.00 9
Benin 3.36% | 2.40% | 431 | 4.53 |2.95% | 3.47* [4.11% | 3.33* | 2.55% | 2.51% | 3.23* | 2.84* 10
Madagascar 3.09% | 2.26* [ 4.18*% | 4.52 | 2.66* | 4.07 | 4.60 | 2.93* | 2.63* | 2.73* | 3.53* | 3.09 8
Lesotho 3.61* | 2.56* | 5.35 |3.56* | 2.88% | 4.22 |4.17* | 3.43* | 2.45% | 1.94* | 3.20% | 2.47* 10
Guinea 3.06% | 1.73* | 3.11*% | 3.59* | 2.42* | 3.54* [ 4.28 | 2.97* | 2.43* | 2.44* | 2.97* | 2.40* 11
Sierra Leone 3.62% | 2.13* | 3.32% | 2.74* | 2.36* | 3.97* | 4.09*% | 3.46* | 2.65* | 2.19% | 3.30* | 2.56* 12
Burundi 2.78% | 1.92* | 3.67* | 4.21 |2.03* | 3.39* [ 3.84* | 2.33* | 2.20* [ 1.71* [ 2.80* [ 2.31* 11
Chad 2.54% | 1.71% | 4.95 | 2.58* | 2.09% | 2.83* | 3.76% | 2.78* | 2.09% | 2.77* | 2.81* | 2.41* 11
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Average score of
the SSA group of | 3.69 | 2.83 | 420 | 4.19 | 3.00 | 4.00 [ 424 | 3.76 | 2.92 | 2.78 | 3.57 | 2.96
countries

Numbers of SSA
countries which
record a lower
score in relation 18 19 13 13 15 15 16 16 16 16 17 13
to the average
score of the SSA
group

Legend: * Indicates that the value is below the average score of SSA group of countries.
Source: WEF, The Global Competitiveness Report 2013-2014

The last column of Table 2 shows the number of pillars which particular country
records a lower score in relation to the average score of the SSA countries. In other
words, we can find the critical (problematic) GCI pillars in each SSA country in that way.
Each country needs to make the improvements in identifying critical pillars, as the GCI
competitiveness factors. This analysis can show in which pillar SSA countries, partially
observed, have to perform improvements with the aim to reach the average score of the
SSA group of countries. In that sense, the worst performances are recorded in Sierra
Leone (negative deviation from the average value in 12 pillars); Guinea, Burundi, Chad
(in 11 pillars); Zimbabwe, Ethiopia, Mozambique, Benin, Burkina Faso, Lesotho (in 10
pillars); Mali (in 9 pillars); Cape Verde, Tanzania, Madagascar (in 8 pillars); Uganda
(in 7 pillars), Cameroon, Swaziland (in 5 pillars); Cote D’Ivoire (in 4 pillars); Gambia,
Senegal, and Nigeria (in 3 pillars).

Mauritius recorded the best result, since this country did not record a lower score
in relation to the average score of the SSA group of countries in the case of all 12 pillars.
This country is immediately followed by Seychelles, Namibia, and Rwanda (deviation
from the average value in 1 pillar), and South Africa, Kenya, Zambia, Ghana (deviation
from the average value in 2 pillars).

The last row of Table 2 shows the numbers of SSA countries which record a
lower score in the particular pillar in relation to the average score of the SSA group. The
Institution pillar, Infrastructure pillar, and Business sophistication pillar are problematic
for a large number of SSA countries. SSA countries show the best result in regard with
Macroeconomic environment, Health and Primary education, and Innovation pillar.

The general view is that the average value of pillars within the GCI is significantly
lower in the relation of the maximum possible score which amounts 7. It brings to
conclusion that SSA countries have many possibilities for improvement of their
performances that influence on the GCI competitiveness level on the world rank list.

Table 3 shows the position of the SSA countries, according to rank and score of the
TTCI. The WEF analysed and ranked total 140 countries in the TTCI list in The Travel
& Tourism Competitiveness Report 2013.
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Table 3: Rank and score of the TTCI for SSA countries according to
The T&T Competitiveness Report 2013

Country Rif]“é‘s‘ﬁ ‘r’;’;‘:)';y TTCloverallrank | TTClI score (1-7)
Seychelles 1 38 4.51
Mauritius 2 58 4.28
South Africa 3 64 4.13
Cape Verde 4 87 3.87
Namibia 5 91 3.77
Gambia 6 92 3.73
Botswana 7 94 3.71
Kenya 8 96 3.66
Rwanda 9 105 3.56
Senegal 10 107 3.49
Zambia 11 108 3.46
Tanzania 12 109 3.46
Uganda 13 116 3.39
Ghana 14 117 3.39
Zimbabwe 15 118 3.33*
Swaziland 16 119 3.31*
Ethiopia 17 120 3.29*
Cameroon 18 121 3.27*
Malawi 19 124 3.22%
Mozambique 20 125 3.17*
Cote D’Ivoire 21 126 3.15%
Nigeria 22 127 3.14%
Burkina Faso 23 128 3.12%
Mali 24 129 3.11*
Benin 25 130 3.09*
Madagascar 26 131 3.09*
Lesotho 27 135 2.89%
Guinea 28 136 2.88%*
Sierra Leone 29 137 2.87*
Burundi 30 138 2.82%
Chad 31 139 2.61%*
Average - - 3.38
Note: Symbol * indicates the value which is below the average score of the SSA countries.

Source: WEF, The T&T Competitiveness Report 2013

Seychelles records the highest score of the TTCI among SSA countries (4.51),
immediately followed by Mauritius (4.28). Countries with the lowest score of the TTCI
are Burundi (2.82) and Chad (2.61). The best-placed SSA country in the world rankings,
Seychelles, is located at 38™ position out of 140 analysed countries, while the weakest
positioned Chad lags behind Seychelles by 101 positions, situated in 139% place on the
world list. The average value of TTCI scores for SSA region is 3.38.

Table 3 shows that 17 out of 31 countries have a lower TTCI score in relation to
the average score of the SSA group of countries. In recognition of the fact that the WEF
ranked total 140 countries, it can be concluded that, except of Seychelles, Mauritius,
and South Africa, all other SSA countries are located in the second half of the world list
according to the TTCI score.
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The results of descriptive statistics follow in the second step of this analysis.

The minimum score of the GCI in countries of SSA region is 2.85, maximum is
4.45, standard deviation is 0.40268 and variation coefficient is 11.26%, while the average
score is 3.57.

The minimum score of the TTCI in countries of SSA region is 2.61, maximum
4.51, standard deviation is 0.43136, variation coefficient is 12.76% and the average score
is 3.38.

Furthermore, very similar results of the standard deviation for the GCI and the
TTCI are recorded. There is greater variability and heterogeneity of the sample countries
in terms of the T&T development in relation to the variability and heterogeneity of
countries in terms of national competitiveness. This is confirmed also by calculation of
the variation coefficient for the TTCI and for the GCI.

In order to assess the achievements of the SSA group of countries in each pillar,
the average scores of 14 pillars within the TTCI are presented in Table 4 according to 7he
T&T Competitiveness Report 2013. The Environmental sustainability pillar records the
highest average value (4.59), followed by Affinity for T&T pillar with the average score
of 4.54, Price competitiveness in the T&T pillar with the average score of 4.46, Policy
rules and regulations with the average score of 4.15, and Safety and security pillar with
the average score of 4.03. Bearing in mind that the maximum value of the pillar is 7.00,
the SSA countries have many possibilities for improvement performance that determine
the competitive position of their T&T industry.

The last row of Table 4 shows the numbers of SSA countries which record a
lower score of the TTCI pillar in relation to the average score of the SSA group. The
Air transport infrastructure, Affinity for T&T, Ground transport infrastructure, Tourism
infrastructure, and Health and hygiene pillar are problematic for a large number of SSA
countries (20 out of 31 countries).

Namely, Health and hygiene, Tourism infrastructure, and Ground transport
infrastructure are identified as problematic and need corrective action in 19 out of 31
analysed countries. Cultural resources and ICT infrastructure are critical in 18 countries.
Human resources are identified as a critical in 17 countries. Fifteen countries have to
improve initiatives in the case of the following pillars: Policy rules and regulations,
Environmental sustainability, Natural resources, prioritization of T&T, Price
competitiveness in the T&T industry, and Natural resources.

When it comes to deviation from the average score of the SSA group (the latest
row of Table 4), SSA countries show the best result in regard with Safety and security.
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Table 4: The score of pillars within the TTCI for SSA countries according to
The T&T Competitiveness Report 2013

= ° § 2 g
2 z| & s | B 2|2 sl e | g| 8|28 3
2 — 3 &0 o 3 = 2 E= 2 3 g 5 E
Countr: s £ 3 £ sE| ¢ z £ 3 2 > 2 = 2 2 2 2=
¥ 3 15 - v | 2E] 8 g 2 Z £Z| 3 & 8 g |Es50
e | Ez| B S |82 2e|Ze| 2| E|SE| = | =z| = | E |Fee,
> | 82| | E |25 |58 |58| 2| E | g5 | & E E| 2 |588é
SlEE| S| 2 |25|=c|82| 2|6 |£8| 2| 5| 2|28 2588
S =g F | =SB |<E 108 = | 2 o0 2| 3| S| 3 |E258
= |22 & S AE|EE|REE| & 2 |==| = ) ~ ~ |z=&%B
Seychelles 4.66 | 4.57* | 432 | 5.01 6.12 447 | 481 | 524 | 3.47 | 3.76* | 496 | 586 | 3.71 | 2.50 2
Mauritius 5.01 | 449* | 534 | 4.85 6.12 3.25 4.60 | 468 | 3.19 | 448*% | 503 | 575 |2.23*| 1.60 2
South Africa | 4.99 | 4.74 |3.80*%| 4.20 4.46 3.97 3.79 | 453 | 2.82 4.55 | 3.45% | 485 | 5.13 | 2.70 2
Cape Verde 4.86 | 4.71 | 436 | 3.58 4.74 3.85 3.53 | 431 | 2.56 | 435*% | 481 543 | 1.85% | 1.72 2
Namibia 4.55 5.00 | 4.27 | 3.30 4.39 324 | 391 | 3.84 | 2.44 4.66 | 3.52*% | 4.51*% | 4.13 | 1.35* 2
Gambia 4.54 | 501 | 441 | 3.33 5.21 276 | 4.17 | 1.65% | 2.10 | 5.67 | 4.25 | 5.23 |[2.78% | 1.47* 3
Botswana 444 | 471 | 4.68 | 3.70 4.35 2.65 325 | 297 | 2.44 522 |3.57*%| 430* | 426 | 1.61 2
Kenya 426 | 523 [3.19%| 1.87* | 5.35 283 | 323 | 2.37 | 2.18 | 431* | 429 | 473 | 526 | 1.75 3
Rwanda 5.43 554 | 492 | 2.44* | 397 | 2.44*% | 406 [1.35% | 1.25% | 4.63 | 426 | 489 | 3.73 | 1.07* 5
Senegal 3.99% | 4.43* | 440 | 2.37% | 4.37 2.58 |3.01*%| 2.71 | 2.18 | 3.72* | 400 | 4.76 | 4.07 | 1.99 5
Zambia 4.96 | 5.01 | 4.67 | 2.29* | 3.60* | 2.38* | 3.17 | 1.73% | 1.94* | 4.23* [ 3.79* | 436* | 4.76 | 1.49* 9
Tanzania 4.43 4.89 [3.70%| 1.12* | 4.23 | 2.23* [ 2.85% | 1.69* | 1.80* | 4.83 | 4.01 | 4.53* | 5.86 | 1.66 7
Uganda 439 | 4.76 |[3.64*%| 2.12*% | 3.64* | 2.23* | 2.89* | 1.69* | 1.87* | 4.83 | 4.10 | 4.79 | 4.82 | 1.33* 8
Ghana 4.41 491 | 425 | 2.31*% | 3.42*% | 2.35% | 3.25 | 2.39 | 2.26 448 | 427 | 4.26* | 3.35% | 1.51* 6
Zimbabwe 3.04% | 459 | 426 | 2.74 | 3.74* | 2.06* | 3.11* | 1.93* | 2.13 4.58 | 3.32% [ 4.34* | 491 1.66 7
Swaziland 4.27 | 4.55% | 430 | 2.82 4.17 | 2.11*% | 3.66 [2.16% | 2.03 4.86 |2.94*% | 438* | 2.71* | 1.74 6
Ethiopia 3.35% | 436% | 4.34 | 2.44% | 3.49*% | 2.65 |2.78% | 1.32% | 1.44* [ 5.09 |[3.71*| 4.16* | 4.52 | 2.06 9
Cameroon 3.96% | 4.18% | 4.09 | 2.72 | 2.97* | 2.23* | 2.85% [ 2.08* | 1.88* | 4.37* | 4.23 | 4.32* | 453 | 1.15* 10
Malawi 3.77% | 4.77 | 428 | 2.88 | 3.16* | 1.86* | 2.96* | 1.53* | 1.61* | 4.43* | 3.75% | 4.16* | 4.36 | 1.43* 10
Mozambique | 4.32 | 4.77 |3.63* [ 1.26% | 420 | 2.25% | 2.42* | 2.34* | 1.65% | 4.05* | 3.20* [ 4.22* | 3.71 | 1.48* 10
Cote D’Ivoire | 3.69* | 4.28%* [3.58*% | 2.20* | 2.79* | 2.24* | 3.06* | 2.60 | 1.90* | 3.86* | 3.74* | 4.41* | 4.15 | 1.34* 12
Nigeria 3.82% | 4.61 [3.17*%| 1.74* | 2.94*% | 2.51 |2.77*%| 237 | 2.20 | 4.32% | 3.78* [ 4.16* | 3.62* [ 1.75 9
Burkina Faso | 3.99* | 4.44* [4.02*| 2.02* | 3.71* | 1.99* [ 2.85* | 1.91* | 1.68* | 4.35* | 3.55% | 438* [ 3.36* | 1.36* 14
Mali 4.04% | 4.15% | 3.55% | 1.56* | 3.94 | 2.23* | 3.16* | 1.94* | 1.85* | 3.88* | 3.51* [ 4.60 |2.61* | 2.39 11
Benin 341% | 4.60 | 4.15 | 1.85* | 3.27* | 1.98* | 2.74* | 2.07* | 1.95* | 4.31* | 4.11 | 4.48* | 2.81* | 1.40* 11
Madagascar 3.96* | 3.95% [3.22*%| 1.16* | 4.39 | 2.31* | 2.46* | 2.54 | 1.66* | 4.66 | 3.95 | 4.44* | 3.08* | 1.33* 10
Lesotho 3.83% | 3.96* | 4.02* | 2.33* | 3.19* | 1.62* | 2.65* | 2.36* | 1.70* | 4.66 |2.85* | 4.59 | 1.90* [ 1.13* 12
Guinea 3.27% | 4.43* [3.74*% | 1.87* | 2.89* | 1.87* | 2.22* [ 1.64* | 1.63* | 4.56 | 3.82 | 4.16* | 2.92* | 1.21* 12
Sierra Leone | 3.81% | 4.43* [ 429 | 1.17* | 3.45 | 1.78* [ 2.68* | 1.06* | 1.49* | 4.79 |[3.35% | 3.96* | 2.76* | 1.19* 11
Burundi 4.30 | 4.21* [3.34*%| 2.58 | 2.55% | 1.78* | 2.89* | 1.29* | 1.37* | 4.32* | 3.23* | 4.09* | 2.56* | 1.03* 12
Chad 2.98* | 4.15% | 3.14* | 1.12* | 3.10* | 1.75% | 2.61* | 1.30* | 1.45* | 3.44* | 3.29* [ 3.82* | 3.16* | 1.03* 14
Average score| 4.15 | 459 | 4.03 | 2.48 | 3.93 2.46 | 3.17 | 2.37 | 2.00 | 4.46 | 3.82 | 4.54 | 3.66 | 1.56 -
Number of
SSA countries
which record
alowerscore | 5| ys oy |9 | a5 |20 | 19 | 1o | 18 | 15 | 17 | 20 | 15 | 18 -
in relation to
the average
score of the
SSA group

Legend: * Indicates that the value is below the average score of the SSA group of countries.
Source: WEF, The T&T Competitiveness Report 2013

The general view is that the average value of pillars within the TTCI is
significantly lower in the relation of the maximum possible score which amounts 7. It
brings to conclusion that SSA countries have many possibilities for improvement of their
performances that influence on the TTCI competitiveness level on the world rank list.
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The total number of deviations below the average value of TTCI shows that Chad
and Burkina Faso are the worst positioned countries (for both countries, these countries
have lower values of 14 pillars in relation to the average value of the SSA group). After
mentioned countries, Cote D’Ivoire, Lesotho, Guinea, and Burundi also stand out by
poorer performance compared to the pillar average score of SSA region. All of the
aforementioned countries must necessarily make a lot of efforts to make improvements
that bring them closer to the average score of the SSA group of countries. Based on the
above-stated analysis, we can formulate the list of critical pillars for the SSA group
of countries that need priority in development policies and improvements as soon as
possible to reach the average value of the group (Table 5).

Table 5: Specification of factors impacting TTCI - the list of pillars which require
improvements and priority of T&T development policy in SSA countries (2013)

The critical pillars which
Country show the negative deviations from the average Nl.lmbe!' of
score of the group of SSA countries critical pillars
Seychelles P2, P10 2
Mauritius P2, P13 2
South Africa P3, P11 2
Cape Verde P10, P13 2
Namibia P12, P14 2
Gambia P8, P13,P14 3
Botswana P11, P12 2
Kenya P3, P4, P10 3
Rwanda P4, P6, P8, P9, P14 5
Senegal P1, P2, P4, P7, P10 5
Zambia P4, PS, P6, P8, P9, P10, P11, P12, P14 9
Tanzania P3, P4, P6, P7, P8, P9, P12 7
Uganda P3, P4, P5, P6, P7, P8, P9, P14 8
Ghana P4, PS5, P6, P12, P13, P14 6
Zimbabwe P1, P5, P6, P7, P8, P11, P12 7
Swaziland P2, P6, P8, P11, P12, P13 6
Ethiopia P1, P2, P4, P5, P7, P8, P9, P11, P12 9
Cameroon P1, P2, P5, P6, P7, P8, P9, P10, P12, P14 10
Malawi P1, P5, P6, P7, P8, P9, P10, P11, P12, P14 10
Mozambique P3, P4, P6, P7, P8, P9, P10, P11, P12, P14 10
Cote "Ivoire P1, P2, P3, P4, P5, P6, P7, P9, P10, P11, P12, P14 12
Nigeria P1, P3, P4, P5, P7, P10, P11, P12, P13 9
Burkina Faso P1, P2, P3, P4, P5, P6, P7, P8, P9, P10, P11, P12, P13, P14 14
Mali P1, P2, P3, P4, P6, P7, P8, P9, P10, P11, P13 11
Benin P1, P4, PS, P6, P7, P8, P9, P10, P12, P13, P14 11
Madagascar P1, P2, P3, P4, P6, P7, P9, P12, P13, P14 10
Lesotho P1, P2, P3, P4, P5, P6, P7, P8, P9, P11, P13, P14 12
Guinea P1, P2, P3, P4, P5, P6, P7, P8, P9, P12, P13, P14 12
Sierra Leone P1, P2, P4, P6, P7, P8, P9, P11, P12, P13, P14 11
Burundi P2, P3, P5, P6, P7, P8, P9, P10, P11, P12, P13, P14 12
Chad P1, P2, P3, P4, P5, P6, P7, P8, P9, P10, P11, P12, P13, P14 14

Examining the correlation between the GCI and the TTCI and the
influence of pillars within the TTCI on the GCI

In order to examine the interdependence between national competitiveness

(measured by the GCI) and T&T competitiveness (measured by the TTCI) in SSA
countries, the method of correlation analysis is applied. The calculated value of the
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correlation coefficient between the GCI and the TTCI is 0.858, and it indicates a strong
positive correlation. In this way, it can be concluded that the competitiveness of SSA
countries and their T&T competitiveness level is connected. Bearing in mind the above-
noted, it can be concluded that the hypothesis H1 is confirmed.

Table 6 shows the correlation between the GCI and pillars within the TTCI.

Table 6: The results of correlation analysis (2013)

Pillar GCI
TTCI 0.858(**)
P1. Policy rules and regulations 0.705(**)
P2. Environmental sustainability 0.481(**)
P3. Safety and security 0.561(**)
P4. Health and hygiene 0.700(**)
P5. Prioritization of T&T 0.645(**)
P6. Air transport infrastructure 0.706(**)
P7. Ground transport infrastructure 0.753(**)
P8. Tourism infrastructure 0.662(**)
P9. ICT infrastructure 0.694(**)
P10. Price competitiveness in the T&T industry 0.177
P11. Human resources 0.479(**)
P12. Affinity for T&T 0.649(**)
P13. Natural resources 0.270
P14. Cultural resources 0.449(*)

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
Source: Prepared by the authors (SPSS Statistics 22)

Analysis of the correlation between the GCI and pillars within the TTCI indicates
the existence of a strong positive correlation between the GCI and pillars: Ground
transport infrastructure (0.753), Air transport infrastructure (0.706), Policy rules and
regulations (0.705), and Health and hygiene (0.700). Moderate positive correlation
is found between the GCI and following pillars: ICT infrastructure (0.694), Tourism
infrastructure (0.662), Affinity for T&T (0.649), Prioritization of T&T (0.645), Safety
and security (0.561), Environmental sustainability (0.481), Human resources (0.479),
and Cultural resources (0.449). Weak positive correlation is found between the GCI and
pillars Natural resources (0.270) and Price competitiveness in the T&T industry (0.177).
Bearing in mind the above-noted and presented in Table 6, it can be concluded that the
hypothesis H2 is confirmed.

Results of regression analysis presented in Table 7 indicates that the influence of
the TTCI on the GCI is 0.801 in SSA countries. It can be concluded that the hypothesis
H3 is confirmed.

12 EKOHOMUKA EXA1



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

Table 7: The results of regression analysis (2013)

Regression coefficient
Unstandardised Standardised
Pillar Coefficients Coefficients ¢
Std.
B Error Beta Sig.

TTCI 0.801 0.089 0.858 8.982 | 0.000
P1. Policy rules and regulations 0.173 0.117 0.256 0.256 | 0.157
P2. Environmental sustainability 0.018 0.198 0.017 0.017 | 0.927
P3. Safety and security 0.161 0.120 0.215 0.215 | 0.196
P4. Health and hygiene -0.056 | 0.117 -0.141 -0.141 | 0.641
P5. Prioritization of T& T -0.036 | 0.098 -0.081 -0.081 | 0.719
P6. Air transport infrastructure -0.290 | 0.233 -0.487 -0.487 | 0.232
P7. Ground transport infrastructure 0.295 0.187 0.457 0.457 | 0.134
P8. Tourism infrastructure 0.332 0.168 0.888 0.888 | 0.065
P9. ICT infrastructure -0.153 0.291 -0.194 -0.194 | 0.607
P10. Price competitiveness in the T&T industry 0.158 0.116 0.180 0.180 | 0.192
P11. Human resources 0.127 0.155 0.169 0.169 | 0.425
P12. Affinity for T&T -0.076 | 0.243 -0.091 -0.091 | 0.758
P13. Natural resources 0.137 0.052 0.351 0.351 0.018
P14. Cultural resources 0.189 0.186 0.195 0.195 0.157

Note: Dependant variable GCI
Source: Prepared by the authors (SPSS Statistics 22)

The regression analysis is also used in order to examine the influence of the pillars
within the TTCI on the GCI. The results of the analysis show how T&T competitiveness
factors (pillars) impact on the level of national competitiveness (measured by GCI).
Tourism infrastructure (0.332) and Ground transport infrastructure (0.295) pillar have
the highest influence on the GCI among analysed pillars in SSA countries. Cultural
resources (0.189), Policy rules and regulations (0.173), Safety and security (0.161), Price
competitiveness in the T&T industry (0.158), Natural resources (0.137), and Human
resources (0.127) have a modest influence on GCI.

The impact of pillars within TTCI on GCI according to clusters

In order to analyse homogeneity of SSA countries according to impact of pillars
within the TTCI on GCI, SSA countries are grouped into three clusters by using cluster
analysis. Cluster analysis is the method of multivariate analysis and serves for the
classification of countries according to their characteristics. The cluster analysis of
the SSA countries according to the pillars within the TTCI determined the following
structure of clusters:

Cluster 1: Seychelles, Mauritius, South Africa, and Cape Verde;

Cluster 2: Namibia, Gambia, Botswana, Kenya, Rwanda, Senegal, Zambia,
Tanzania, Uganda, Ghana, Zimbabwe, Ethiopia, Cameroon, and Malawi.

Cluster 3: Swaziland, Mozambique, Cote D Ivoire, Nigeria, Burkina Faso, Mali,
Benin, Madagascar, Lesotho, Guinea, Sierra Leone, Burundi, and Chad.
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Cluster 1 have the best values of the pillars within TTCI. Cluster 2 includes
countries with lower values of the pillars scores within TTCI compared to cluster 1.
Finally, cluster 3 consists of the countries with the lowest values of the pillars scores
within TTCIL.

By applying the method of least squares in the linear regression model, it is
estimated the value of the parameters of the regression model, ie. regression coefficients.
The values of these coefficients by clusters are shown in Table 8.

Table 8: The value of regression coefficients — influence TTCI on GCI (2013)

Regression coefficient
Unstandardised Standardised
Cluster Coefficients Coefficients "
B Std. Error Beta Sig.
Cluster 1 0.912 0.886 0.589 1.030 0.411
Cluster 2 1.073 0.263 0.776 4.085 .002
Cluster 3 1.010 0.302 0.694 3.343 .006

Source: Prepared by the authors (SPSS Statistics 22)

According to the values presented in Table 8, in countries grouped in cluster 1
there are weakest impact of TTCI on GCI. Competitiveness in the tourism industry has
the strongest impact on national competitiveness in the second cluster, and a slightly
weaker effect in the third cluster.

Table 9 displays the values of regression coefficients that show the impact of changes
in factors of competitiveness in the tourism industry on the global competitiveness of
countries in SSA group, which is differentiated into three clusters.

Table 9: The values of regression coefficients (pillars) by clusters

Pillar Cluster 1 Cluster 2 Cluster 3
P1. Policy rules and regulations 1.113 0.221 0.303
P2. Environmental sustainability -1.554 0.099 0.384
P3. Safety and security 0.151 0.102 0.251
P4. Health and hygiene 0.443 0.128 0.123
PS. Prioritization of T&T 0.160 0.144 0.137
P6. Air transport infrastructure -0.238 0.579 0.424
P7. Ground transport infrastructure 0.359 0.286 0.339
P8.Tourism infrastructure 0.360 0.456 0.152
P9. ICT infrastructure 0.556 0.905 0.138
P10. Price competitiveness in the T&T industry 0.265 0.140 0.010
P11. Human resources 0.166 0.061 0.106
P12. Affinity for T&T -0.076 -0.811 0.208
P13. Natural resources 0.141 0.057 -0.097
P14. Cultural resources 0.222 0.344 -0.277

Source: Prepared by the authors (SPSS Statistics 22)

Countries from the first cluster will largely contribute to increasing national
competitiveness if they focus on strategies and programs to improve P4, P7, P8, and
P9 pillar in T&T development policies (Table 9). Countries from the second cluster will
achieved this effect if they improve P6, P8, P9, and P14 pillar. At least, countries from
the third cluster will achieved this effect if they improve P1, P2, P6, and P7 pillar.
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Conclusion

The research covers 31 countries of the SSA region. Most countries are still largely in the
early stages of development and strongly connected with more general and longstanding
development challenges. Despite the fact that all countries in the region are aware of the
potential role of tourism as an economic opportunity and development initiator, most
of them do not have the economic potential to improve competitiveness of T&T sector.

The analysis of the T&T competitiveness of the SSA countries in the paper is
based on the data about rank and score of the TTCI. According to WEF report, the global
rank of the T&T sector in SSA countries is very low. The best-placed SSA country in
the world rankings, Seychelles, is located at 38" position out of 140 analysed countries,
while the weakest positioned Chad lags behind Seychelles by 101 positions, situated
in 139* place on the world list. It is particularly indicative that, except of Seychelles,
Mauritius, and South Africa, all the other SSA countries are located in the second half of
the world list according to the TTCI score. Such low competitiveness of the T&T sector
in SSA countries provides an opportunity for its significant improvement in the coming
period. The ambition of this paper is to contribute to the improvement of the T&T sector
in SSA countries through the analysing achieved level of the T&T competitiveness in
SSA countries and emphasizing the relevance of a T&T competitiveness improvement
onto national competitiveness.

The results of empirical research propose verification of all hypotheses. The correlation
analysis finds a strong positive correlation between the GCI and the TTCI (correlation
coefficient is 0.858), which imply interdependence between national competitiveness of
SSA countries and their T&T competitiveness (confirmed H1). Similar as that, the analysis
of the correlation between the GCI and pillars within the TTCI substantiates the existence
of a strong positive correlation between these categories (confirmed H2). The value of
the regression coefficient of 0.801 confirms the significant influence of the achieved level
of T&T competitiveness in SSA countries on the level of its global competitiveness
(confirmed H3). Finally, there is no homogeneity of SSA countries according to impact of
pillars within TTCI on GCI (confirmed H4). Countries from the first determined cluster
largely contribute to increasing national competitiveness. All these results suggest that
the development of tourism competitiveness in the future could significantly contribute
to the improvement of the national competitiveness of SSA countries.

Beside the above-mentioned results, the study identifies a lot of critical factors,
i.e. pillars, which limits the level of competitive position of SSA countries. These factors
(pillars) should be in the focus of future T&T development policies of SSA countries.
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MARKETING SERVICES THE HOTEL AND RESTURANT?
Abstract

In recent decades, the service sector is gaining in importance. In a good part of
the developed world, its growth takes place very rapidly, and in some countries 60%
to 70% of gross national income (GNI) in the services sectors, so that it far exceeds
the percentage of industrial or agricultural production. At the same time, customers
are increasingly demanding, expecting more value and profits of the services they
purchase. In their relations with service companies are trying to gain greater
influence on decision-making. Specifically, users are looking for a new relationship
based on a new marketing, which is known as relationship marketing. His clear
and characteristic feature is the creation and maintenance of long-term mutually
beneficial relationships with a defined group of users. Accordingly aim of this paper
is to discuss the role of marketing services in the hotel and restaurant through the
prism of marketing concept that is tailored to the service sector. The research results
show it is necessary to develop a marketing approach that is suited to current trends
in the hotel and restaurant, which also provides a significant marketing information
base on incentive and restrictive factors of the development of the service sector,
which can contribute to the optimization of business decision-making.

Key words: marketing, hotels, restaurants, services, marketing relations.
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MAPKETHHI YCIIYTA YV XOTEJIMJEPCTBY
N PECTOPATEPCTBY

Ancrpakr

Tocneomwux oeyenuja ycayscuu cekmop oobuja cee suuie Ha 3Havajy. Y 0obpom
0eny passujeroe ceema, me208 pacm ce 008uja eeoma OP30, A y HEKUM 3eMbama
60% 0o 70% opymo nayuonainoe ooxomka (BH/) omnada na cexmop ycuyea,
Mako 0a oH 0aneKo Npeeasunasu npoyeHam UHOyCmpujcke Uil no/bonpuepeoHe
npoussoore. Fcmospemeno, Kopuchuyu cy cée 3axmesHuju ouexyjyhu eehy epeo-
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HOCcm U 006um 00 yciyea Koje Kynyjy. V ceojum oOHocuma ca yciaysxcHum gupma-
Ma nacmoje 0a ocmeape wimo eehu ymuyaj Ha oonyuusare. Haume, kopucrnuyu
mpadice Hoge 00HOCe ba3upane Ha HOBOM MAPKEMUH2Y, KOju je no3Ham Kao map-
KemuHe ooHoca. Fbezosa jacha u kapakmepucmuuna ocoouHa jecme Kpeuparoe u
00paHrcasarbe OY20poUHUX 000CMPAHO KOPUCHUX 0OHOCA €A OeUHUCAHOM 2PYNoM
KopucHuka. Cxo0HO mome yusm paoa je 0a ce cazneda yio2a MapKemuHea yciyed
Y Xomenujepcmey u pecmopamepcmey Kpo3 npusmy MapkemuHe KoHyenma Koju je
npunazohen ycaysxcnom cekmopy. Pesynmamu ucmpasxicusarsa noxkasyjy oa je veo-
NXOOHO paspaoumu Mapkemune nPUcmyn Koju je npumeper akmyenHum mpeHoo-
8UMA Y XOMENUjepcmay u pecmopamepcmsy, Koju UCmMo8pemMeHo Npyica 3HaA4dj-
HY MAPKEMUHWKY UHOOPMAYUOHY OCHOBY O NOOCIUYAJHUM U OSPAHUYABA]yhium
axmopuma paszeoja ycayHcHoe cekmopd, wimo Moxce OONPUHemu ONMUMU3AYUU
NOCIOBHO2 OOTYHUBARA.

Kuwyune peuu: mapkemumne, xomenujepecmeo, pecmopamepcmeo,yciyee, Map-
Kemune 0OHocd.

Introduction

Although in recent years there has been a huge increase in interest in the service
sector, the academic literature is not always understood its value. First, economists are
paying little attention to the services, considering them completely unproductive. Adam
Smith, who wrote in the mid-eighteenth century, separating the production which has
tangible results - such as agriculture and industry - and the production for which there
is no material result. The latter included the work of mediators, doctors, lawyers and the
armed forces, which he described “non-productive” (Smith, 1998). This attitude towards
services remained dominant until the second part of the 19th century, the emergence
of Alfred Marshall who argued that the person providing the service is a productive as
well as the person producing tangible product. Indeed, Marshall realized that material
products would not exist or would be futile, that there were a number of services that are
provided for the purpose of their production or delivery to users. According to Marshall,
a representative who distributes agricultural product, plays an equally important task and
a farmer - without providing intermediary services and transport agricultural products
from areas where there is a surplus would not be of any use (Marshall, 1997). Today,
the service sector, despite some beliefs still unproductive and relatively inferior sector,
considerable attention is paid to its direct and indirect economic consequences.

In the development literature on marketing services there has been disagreement
about the extent to which services should be regarded as a special area of research within
marketing. On the one hand, some have argued that the service contains many important
elements that are common goods, which makes it unnecessary marketing services as a
separate discipline.

On the other hand, many have pointed to the limitations of traditional marketing
principles when these are applied to marketing services. It was stressed that there are
differences between the goods and services, which means that the marketing techniques

20 EKOHOMUKA EXA1



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

applied to products cannot easily be used for marketing services. Basic indicators of
catering trade show growth of turnover index from 110.6in 2012 to 122.4in 2015 (Table
1) which is an indicator of market potential for the use of certain techniques of marketing
services.

Table 1. Basic indicators of catering trade, 2012-2015

2012 2013 2014 2015
Turnover, thous. RSD 60,841,400 64,685,091 65,104,515 67,318,055
Beds 113,385 107,256 102,940 106,102
Turnover, thous. RSD! 55,032,101 55,249,090 55,166,002 56,198,655
Indices, 2010 = 100
Turnover 110.6 117.6 118.4 122.4
Beds 94.9 89.8 86.2 88.8
Turnover ! 100.1 100.4 100.3 102.2

' At 2010 prices.
Source: Tourism and Catering trade, Statistical Yearbook of the Republic of
Serbia 2016, Statistical Office of the Republic of Serbia, p. 358.

In reality, marketing services engaged in refining the basic philosophy of
marketing, in order to enable them to be operational and efficient in the services sector.
The services have a number of characteristics that are significantly different from the
characteristics of the goods and have an impact on the manner in which the goods are
introduced into the market. These characteristics are often described as intangibility,
inseparability, variability, mortality, and lack of ownership. Accordingly, the management
and marketing activities should adapt to the specifics of the service sector (Cvijanovic,
Mihailovic, Vukotic, 2016).

Seven “P” of marketing

“Beg of product marketing” requires additional interest for research services.
Traditional marketing and management theory does not provide adequate techniques for
the proper characterization services. This critique was later accepted among academics
and practitioners. The traditional marketing mix that promotes the marketing of products
consists of four well-known “P”: product (product), price (price), the place (placement),
promotion (promotion). The principle of the marketing mix has been criticized because
it is not comprehensive because it does not take into account the needs of the user
administration. Accordingly, created a list of seven “P” is added to the initial elements:
people (participants), the physical environment and processes (Figure 1). The first “P” -
product, refers to a service and satisfaction that is provides. The second “P” - the price
of service is to compensation that is received in the form of monetary compensation,
while the third element of the city, or location (offices, restaurants, etc.), Where there
is an exchange. The fourth element relates to the promotion. The last three elements
are added to take into account the service dimension of the continuum of services to
products (Cvijanovic, Mihailovic, 2010). Unsurprisingly, the researchers latter three “P”
call service elements. Delivery of services is characterized by processes. They represent
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the functional characteristics of services relating to how services are delivered. On the
other hand, the product is a technical service quality and refers to what is delivered.
The need for this extension is the result of a high level of direct contact between the
company and the customer, as well as the fact that the process of providing services to
a large extent visible, due to the simultaneous production and use. The principle of the
extended marketing mix (with the traditional marketing mix) refers to the division of the
service offers a number of component parts and their arrangement in the area that can be
controlled when making strategic decisions in the hotels and restaurant.

Figure 1. Elements of the marketing mix for services - “7P”

Promotion

Physical
midfield

Processes

Prices indices of catering services (7able 2) show a certain price stability in the
Republic of Serbia in 2016. Namely, prices indices of catering services are among
the changes in the general level of prices of services in restaurants objects. The index
measures price changes in time, where for both periods being compared is use structure
of turnover in catering facilities in the base period. Reporting units are hotels, restaurants
and self-service restaurants. List of objects has been defined at the beginning year
does not change during the year and includes all categories of hotels and restaurants.
Recording is performed monthly periodicals, from 20 to 23 in a month (Prices indices of
catering services in the Republic of Serbia, 2016).

Table 2. Prices indices of catering services in the Republic of Serbia, December 2016

XI12016 XI12016 XI12016 92016
02015 X12016 XI12015 02015
Republic of Serbia
Total 99,4 99,1 99,6 99,8
Food 101,8 100,1 101,1 100,7
Hot and cold hors 100,5 100,1 100.2 1004
d'oeuvres
Entrees 102,4 100,1 101,4 101,2
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ﬁ)"jf:lefnd cooked 101,6 100,1 101,1 1005
Stews 99,9 100,5 99,6 99,6
Salads 103,3 100,1 102,2 101,4
Bread 101,3 100,0 99,9 100,7
Sweet stuff 103,4 100,0 102,2 101,9
Alcoholic drinks 102,8 100,2 101,6 101,8
Non-alcoholic drinks 100,3 100,1 100,1 100,2
Accommodation 87,5 93,1 92,0 94,4
Vojvodina
Total 102,1 100,2 100,7 101,6
Food 102,6 100,3 101,0 102,0
Alcoholic drinks 103,2 100,0 102,1 102,1
Non-alcoholic drinks 100,9 100,0 100,3 100,7
Accommodation 99,2 100,0 97,4 100,0

Source: Prices indices of catering services in the Republic of Serbia, December
2016, Report CN51, Number 005 - LXVII, Statistical Office of the Republic of
Serbia, 10.01.2017.

Manage services for hotels and restaurants involved in supply chain management
between sales and customers. The goal of management services is to optimize service
procurement chains, which are typically more complex than those in typical supply chains
of the final product. Most of the service supply chain must meet the inconsistent and
uncertain demand, educating more detailed information and product flows. Furthermore,
all processes must be coordinated among the many service locations, with a large number
of parts and at multiple levels in the supply chain. Among typical manufacturers, after-
sales services, which include maintenance, repair and replacement parts - make up less
than 20% of revenue, but among the most innovative companies in the services - the
same activities generate more than 50% of the profits.

To develop and maintain customer loyalty in a competitive environment, hotels and
restaurants now realize the need to improve services and service management. The main
drivers for the design and optimization of service management are: reducing the cost of
merging the chain of procurement of services and products; service parts inventory levels
can be reduced, and therefore can reduce the total cost of inventory; higher income from
services; reducing the cost of service parts obsolescence better anticipation; a higher
degree of customer satisfaction; lower costs.

The principles and characteristics of services marketing

There are many definitions of what constitutes a service. Contemporary definitions
of services focused on the fact that the service itself does not provide any material product,
although it may be a means for the production of a material product. Contemporary
definition given by Kotler, Armstrong, Saunders i Wong: The service is an activity or
profit that one party can offer to another which is essentially intangible and does not
result in ownership of something. Its output may or may not be associated with a physical
product (Kotler et al., 1999).
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“Economist” offers one of the simpler definitions when describing services as
“everything you cannot fall at the feet” (http://www.economist.com). Bearing in mind
all the above definitions, we can say that services are essentially intangible producing
profits, either by themselves or as part of the material of the product, which runs through
some form of exchange and the need to meet the target. This definition recognizes that
the majority of the product is essentially a combination of goods and services. In some
cases, the service element will be the main element of services (consultancy work), while
in other cases the provider easily support the provision of material goods (for example, a
loan service that goes along with the sale of a new car).

In the development literature on marketing services there has been disagreement
about the extent to which services should be regarded as a special area of research in
marketing. On the one hand, some have argued that the service contains many important
elements that are common goods, which makes it unnecessary marketing services as a
separate discipline. That is why Levit remarked that “there is something like a service
economy, but only of the economy in which the service component is higher or lower
than those of other economies” (Levitt, 1981). On the other hand, many have pointed to
the limitations of traditional marketing principles when these are applied to marketing
services. Rathmell (1966), Shostack (1977) Gronroos (1978), Berry (1980) and Lovelock
(1981) were among the first critics who claimed that there are differences between the
goods and services, which mean that the marketing techniques applied to products not can
be easily used for marketing services. In reality, marketing services engaged in refining
the basic philosophy of marketing in order to enable it to be operational and efficient in
the services sector. Many of these principles will be similar to those associated with the
marketing of goods and can be applied to services with relatively small changes. In some
cases, it must open a new area of marketing thought. Services have a number of different
characteristics that separate them from the goods and have an impact on the way we
are introduced to the market. These characteristics are often described as intangibility,
inseparability (production site of the place of consumption), variability, mortality, and
lack of ownership.

Intangibility, The service is a work of performance art or effort, not an object,
device or thing (Berry, 1980). The pure service cannot be estimated physical senses; it is
an abstraction that cannot be directly investigated before buying. Potential buyer of most
goods can explore the edge and sees her physical appearance, aesthetic phenomenon,
taste, smell, etc. Accordingly, it is necessary to provide information about the quality
of service. For example, the company McDonald does this by controlling the physical
environment of their restaurants and used the golden arches as a sign of its brand.

Indivisibility, Production and consumption of material goods are two separate
activities. Companies usually produce goods in one location and then transported to
another city, where the majority of users want to buy it. In this way manufacturing
companies can achieve higher production centralized organization and checking quality.
The manufacturer also can make the goods at the time when it is appropriate, then
that presents a user in another time, that would be the appropriate user. Therefore it
is said that the production and consumption of separate processes. On the other hand,
the consumption of services is inseparable from the production. The consumer has to
come into the service capacity of the service provider or they will have to come with
consumers (Ljubojevic, 2001).
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Variability, in services, the variability affects the users, not only in terms of
outcomes, but also in terms of the production process. In this second count variable
character of the service can be a much bigger problem, in comparison with the goods. As
the user usually involved in the production of services at a time when it is consumed, it
will be difficult to do the monitoring and quality control, to ensure consistent standards.

The passing rate, Services differ from goods among other things, in that it cannot
be stored. Car manufacturer cannot sell all of its production in the current period may
keep inventories that will sell in the future. The only significant costs are the costs of
storage, the financial cost and the possibility of loss due to obsolescence. By contrast,
producer services, which cannot sell everything that is produced in the current period
does not have any way available to achieve sales in the forthcoming period.

The absence of ownership, this feature of the services associated with the
characteristics of immateriality and impermanence. When purchasing goods, customers
usually become owners of the product and can then work with them whatever they want
(even they do not have to take advantage of the intended use). On the other hand, when
the service is provided, there is no transfer of ownership from the seller to the buyer. The
customer pays only entitled to process services.

Understanding customer expectations

The total number of overnight stays in the Republic of Serbia in 2015 amounted
to 6,651,852 (Table 3), with the largest share of the: hotels (47.4%), spa cures (8.6%),
garni hotels (6.8%) and overnight stays (6.7%). At the same time, the spatial distribution
of overnight stays is as follows: spas (1,854,582), mountain resorts (1,661,487), other
tourists’ resorts (1,130,209), other resorts (221,990).

Table 3. Tourists’ nights by type of tourist resorts and accommodation
establishments, 2015

Of which
. Other
Total Spas Mountain tourists’ Other
resorts resorts
resorts
TOTAL 6,651,852 | 1,854,582 1,661,487 1,130,209 221,990
Hotels 3,150,931 525,489 745,847 599,481 103,906
Motels 26,744 975 1,831 16,174 7,764
Apartments 122,814 3164 81,585 7,505 398
Tourist settlements 40,831 0 21,033 8,876 766
Boarding houses 26,482 3,724 22,758 0 0
Overnight stays 448,186 66,423 97,827 189,698 53,144
Inns 60,694 11,981 3,542 35,309 9,544
Garni hotels 449,381 34,196 3,522 108,070 3,486
Apart hotels 155,473 24,970 124,224 0 0
Spa cures 568,744 565,951 0 2,793 0
Climatic cures 214,917 108,665 106,252 0 0
Mountain shelters and huts 26,022 0 25,971 51 0
‘Workers’ resorts 81,050 21,480 58,316 1,254 0
Youth and children’s resorts 363,853 24,616 317,735 11,876 9,626
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Hostels 186,937 138 18,660 35,002 0
Camp sites 27,910 0 1,792 20,671 0
Camping grounds 19,020 369 184 468 1,535
Private rooms 310,687 163,094 25,447 64,595 24,111
Private houses 331,090 297,825 1,180 25,830 4,433
Rural Tourist household 4,910 791 400 1,876 1,843
Dining and sleeping cars 24,972 0 0 0 0
Hunting lodges and cottages 238 70 0 0 168
Other 9,966 661 3,381 680 1,266

Source: Tourism and Catering trade, Statistical Yearbook of the Republic of
Serbia 2016, Statistical Office of the Republic of Serbia, p. 354.

Analysis of accommodation facilities by types of tourist resorts and facilities in
2015 (Table 4) hat the largest number of rooms offered are: hotels (15,728), Private
rooms (7,473) and Overnight stays (3,745)

Table 4. Accommodation facilities by types of tourist resorts and facilities,
2015, As of 31 August

Of which
Total Spas Mountain | Other tourists’ Other resorts
resorts resorts
Rooms

TOTAL 45,396 11,588 7,455 11,314 4,055
Hotels 15,728 2,296 2,768 3932 869
Motels 347 10 17 219 101
Apartments 927 28 714 95 4
Tourist settlements 231 0 105 48 20
Boarding houses 73 16 57 0 0
Overnight stays 3,745 445 711 1,648 584
Inns 563 94 46 286 118
Garni hotels 2,257 195 37 757 36
Apart hotels 517 60 418 0 0
Spa cures 1,979 1,899 0 80 0
Climatic cures 812 357 455 0 0
Mountain shelters and huts 165 0 164 1 0
Workers’ resorts 394 124 250 20 0
Youth and children’s resorts 1,023 75 714 181 53
Hostels 2,001 6 119 590 0
Camp sites 1,771 0 172 1,572 0
Camping grounds 3,087 300 80 20 937
Private rooms 7,473 4,524 363 1,313 1,142
Private houses 1,738 1,029 173 419 107
Rural Tourist household 383 98 92 141 52
Dining and sleeping cars 73 0 0 0 0
Hunting lodges and cottages 29 5 0 0 24
Other 80 27 0 0 8

Source: Tourism and Catering trade, Statistical Yearbook of the Republic of
Serbia 2016, Statistical Office of the Republic of Serbia, p. 355.

In modern business conditions, human resources are treated as the most important
factor of growth and development of hotel and each company (Blagojevic, Redzic,
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2009). Namely, understanding customer expectations is a prerequisite to provide quality
services to hotels and restaurants. The scope of their expectations can be displayed in five
dimensions of services, each of which is equally important (Danciu, 2007):

* Reliability. Customers expect that service firms can provide the desired
service accurately and consistently, which refers to keeping promises in the
provision of services and safeguarding reputation;

*  Appearance. Physical appearance, looks like the equipment or employees, is
one of the factors by which customers evaluate the service company. Material
things influence the perception of quality of service by providing direct signal
on the nature and quality of the service itself, and indirectly, by offering its
physical aspects in the provision of services. Users expect that all these
aspects are in line with the promise to have a certain level of quality.

*  Readiness. Users appreciate the desire of companies to provide services quickly and
efficiently, as well as the responsibility, which means that it will inform customers
about the characteristics of the service before, during and after purchase service.

e Trust. This dimension of the service is the result of knowledge, courtesy,
professionalism of staff, and formulations ability to achieve trust among users.

*  Sensibility. Users want to be a service company understands. Therefore, they
expect attention and communicate at a level that can be understood by the
people who will listen to them.

Because services are characterized by heterogeneity, consumers learn to expect
variation in the delivery of services from one location to another, and even from the
same provider for a time period (Ljubojevic, 2001). In fact, consumers who accept this
variation develop a zone of tolerance, which refers to the difference between the desired
and appropriate services provided. Consequently, the user expectations in relation to
services, there are two levels: the desired and adequate (Danciu, 2007). The desired
level of service is a service for which the user hopes to get it, and the appropriate level
of services that the user considers acceptable. It is partly based on an estimate of the user
of what the service will be, that is, of “planned services” users. By separating the desired
service from the corresponding service receives the tolerance zone, as shown in Figure 2.

Figure 2. Model of consumer expectations

Perfect service

Preffered service

Before carrying
H service

Tolerance

zone

Adequate service

Source: Zethaml, A.V., Berru, L.L. and A. Parasumaran (1993): “The nature
and determinants of customer expectations of services”, Journal of Academy of
Marketing Science, Vol. 21 (Winter), pp. 1-12.
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Tolerance zone expands and contracts like an accordion, following these two
levels of service. It can vary from user to user and from one situation to another with
the same user. How do users consider the substance of the reliability of service and have
higher expectations for this aspect, it seems to be the least willing to lower the threshold
of expectations this aspect.

Therefore, the tolerance zone service reliability over time is likely to be smaller,
a desired and appropriate levels of services likely to be higher. User expectations for
acceptable service are influenced by the specific conditions and circumstances, and are
therefore more volatile than expectations about the service. The most important factors
that are subject to reasonable expectations of users of the service are a number of possible
alternative services and emergency services. If users feel that they have other options to
obtain the required services, then their zone of tolerance is less than when they do not
have other options. The urgency of services temporarily raises the level of appropriate
services and thus restricting the zone of tolerance.

For several decades there is a belief that marketing service companies brings with
it additional challenges for marketing managers. These challenges arise from the unique
characteristics of services (Jobber, Fahy, 2006). In practice it may be difficult to distinguish
services from goods, because every time a product is purchased, there is a chance that
there is a service element involved. Similarly, the service is often complemented by the
material product. In this way, the car can be considered before the goods rather than
services, yet cars are usually sold with a number of elements of intangible services,
such as guarantees or financial incentives. On the other hand, the seemingly intangible
service, such as passenger arrangements, contains the material elements - the use of
airplanes, hotel rooms and buses for transportation, for example. In between is a wide
range of products that are a combination of material goods (food, physical environment)
and intangible services (preparation and delivery of food, reservation services, etc.).

Consequently, rather than the existence of the service sector as a homogenous group
activity, it is better to talk about the level of service orientation (Hamovi¢, Mihailovic,
Simonovic, 2010). All production activities can be placed on the scale somewhere
between pure service (without any material product) and clean goods (without any
intangible services). In practice, most of the products it locates somewhere between
these two extremes and there is a combination of goods and services. Many products
have a material, as well as services, not being able to pre full control spending. For
example, usually is not possible to assess the quality of wine in the supermarket when
done shopping. Experts in marketing services have learned a lot from the marketing
activities of the productive sector and vice versa. Consequently, in formulating business
strategies need to take into account the specifics of maximum business environment is
changing and turbulent (Mihailovi¢, 2007).

Shostack (1977). Tried to analyze the elements of services in terms of the molecular
model components related products and services. Applying this principle, the offer of
air transport is an essential intangible - and this is a service of transport. However, the
whole package service offer comprises the material elements, such as airplanes, as well
as the intangible elements, such as the frequency of flights, their reliability and quality of
service. When many of these intangible elements divided into its constituent parts, they
also contain substantive elements so that transport services also include tangible items,
such as food and beverages.
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Conclusion

The service sector has become the dominant power of many national economies.
It seems that there is a close link between the level of economic development and the
strength of the service sector, although it was not established whether the strong service
sector leads to economic development or only its consequence.

Attraction and retention are the main goals in the profession of management
relations and marketing in the hotel and restaurant. Retaining existing customers is the
primary goal of relationship marketing. To achieve this goal, the service company must
be prepared to timely notice and take notice of people who decide to no longer use the
services of the company, and then to analyze their actions and plan future activities on
the basis of available information and knowledge. In other words, the management of
relationships with service users must pay attention to the specific causes that lead to the
fact that some people “leave” the company.

Managers are expected to ensure that the entire organization realizes the importance
of customer retention. The introduction of incentives, planning and proper financing of
business activities, it is necessary to encourage employees to minimize mistakes. More
importantly, managers must use mistakes as a tool for continuous improvement in the
quality of services provided to users.

Previously, the company sought to find and provide that value, which is seen as a
“product”. In relationship marketing, the user helps utility companies to provide certain
set of values that the user wants, and since the company is expected to plan and adapt
their business processes, communication, technology and employees achieving values
that the user wants. Relationship marketing recognizes that this is the right value for the
user over a long period of time, where, in the process of identifying these values, tends
to be more all come together and firmly connect with users.
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Abstract

The aim of the paper is to present challenges generated by globalization in
modern supply chains. First, authors point to the fact that, today, companies cannot
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without establishing close relationships with key suppliers and without better
coordination of internal and external flows of materials. Then, the focus shifts to
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the company's supply chain resilience to global environmental impacts. The final
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Ancrpakr

Luw pada je 0a ce npesenmyjy uzazosu Koje eenepuuie 2nooanu3ayuja 3a caspe-
MeHe nanye cHaboesara. Hajnpe ce ykaszyje na uurvenuyy oa 0anac KOMnaHuje ve
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Habagke u Opy2ux npogecuonanya 3a UMnIeMenmuparse cmpamezuja koje ou omo-
eyhune passujarve uexcubunnujux, mpouwKoeHo eqhUKACHUUX U OMNOPHUJUX HA
npomene oKpyvicerba 1anaya cHaboesarsa.

Kuwyune peuu: nanay cruaboesarva, 2nobanuzayuja, cmpamezuja noseharba
bpoja dobasmaua, cmpamezuja noseharwa Hugoa 3anuxa, onepamusHu hedging,
¢unancujcku hedging.

Introduction

The term globalization has been used in reference works and business practice for three
decades now, and generally involves a series of complex economic, social, technological,
cultural, and political changes taking place around the world. Globalization of business is not
a straightforward process. It is often seen as a process with positive effects, because it allows
people and companies around the world to connect to each other. According to the opposite
view, globalization of business is a process under the control of multinational companies,
which allows them to significantly control global flows of capital and increase exploitation
of primarily poor countries. Therefore, one could say that globalization is new and the
highest stage in the development of multinational companies. Modern stage of the process
of globalization stands for the project and idea of an integrated international market, and,
therefore, its emphasis is on the economic aspect of globalization (Veselinovi¢, 2013, p. 371).

Two key categories in the process of globalization are global market and global product.
Economies of scale require the existence of the largest possible market that will not restrict the
use of production capacities. The emergence of a global product that is used all over the world
shows that the market is near its maximum limits (Todorovi¢, and Markovi¢, 2013, p. 13).

Due to globalization of business, supply chains are becoming more complex. Consumers
demand innovative products at the right time and at a reasonable price. In such circumstances,
managers find it increasingly difficult to create responsive and cost-effective supply chains.

One of the biggest challenges facing companies is finding ways to reduce the
costs of their supply chain. In order to meet expectations of consumers regarding price,
companies are moving production to countries with low costs and try to directly or
indirectly minimize allocation for taxes. However, doing business with global suppliers
can lead to increased complexity of supply chains and extension of the product delivery
period. In such conditions, responsibility of managers to implement adequate strategies
to reduce the risk of supply chains increases.

1. Critical challenges of global supply chains

Globalization is one of the greatest paradoxes of the past three decades. On the one
hand, globalization should provide a nearly endless choice to individuals, which would
lead to homogenization of the whole of humanity. On the other hand, it should provide
globally-oriented companies with a chance to increase economies of scale. China today is
a country of choice of major manufacturers, while service sector is mainly located in India.
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Globalization allows multinational companies to shift from the logic of
independent investors in foreign projects to the logic of leaders of global networks that
integrate sources of supply, production capacities, knowledge, and consumers from
around the world. Thus, in conditions of globalization, multinational companies focus
on the integration of their activities at a global level, to coordinate and take advantage
of the connections between different locations (https://www.ukessays.com/essays/
business/globalization-of-markets.php). In such conditions, these corporations seek to
expand their operations to “the same level” in different supply chains in which they are
included. At this level, efforts of multinational companies in relation to coordination are
focused on increasing “parallel” (“horizontal”) interdependence. This is a static view
of globalization. It is based on the assumption that globalization is mainly related to
coordination of ongoing activities within one and the same company, and that it happens
in a static environment.

The static view of globalization is not complete. Empirical studies have shown
that companies globalize largely through mergers, acquisitions, and strategic alliances.
In these cases, globalization is mostly related to the coordination of a large number of
activities of different companies. Everything happens in a “globalized environment”. This
is more realistic (dynamic) view of globalization. By entering into mergers, acquisitions,
and strategic alliances, companies increase the chances for the establishment of complex
interconnections. In addition, chances of globalization of companies at any level in the
supply chain depend on the degree of globalization of companies at other levels.

In order for companies to be competitive, their supply chain needs to be cost-
efficient, responsive, flexible, and agile, and must enable customers to get the right
products in the right quantity, at the right time and the right place. It is difficult to
develop a supply chain that has all of these characteristics. Global market is a huge area,
with different languages, culture, currency, regulations, taxes, infrastructure, business
practices, and organizational forms. Countries’ levels of economic development differ as
well. Therefore, managers’ attempts to optimize the supply chain can sometimes seem
almost futile.

In a large number of developing countries, such as, for example, Western Balkan
countries, practical application of the concept of supply chain management is in its
infancy. Increasingly intense globalization of business, precarious supply networks, and
varying and shortening product life cycle have forced some companies in these countries
to intensify cooperation with partners in their supply chain.

Companies in the Republic of Serbia face numerous challenges in relation to the
supply chain. The most important are: underdeveloped logistics infrastructure, lack of
information and experts in the field of logistics, lack of modern transport and storage
technology, use of outdated organizational models, complicated supply chain network,
specific culture, unfamiliarity with the structure of logistics costs in companies, as well as
their relatively high share in GDP (between 15 and 18 percent). Nevertheless, the concept
of supply chain management is widely and successfully implemented by companies from
different sectors. Among these challenges, trust, as part of the culture, plays a significant
role in implementation of the concept of supply chain management. Trust is the basis for
the exchange of information and development of cooperation between members of the
supply chain in the Republic of Serbia. However, underdeveloped logistics infrastructure
and lack of professionals in the field of logistics are major challenges for the development
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of supply chains in the Republic of Serbia, as well as in most of the countries of the
Western Balkans.

In order to successfully operate in the modern environment, companies need to
become part of global supply chains. Control of global supply chains rests on constant
commitment of managers to optimize their activities and processes. In order to achieve
success, all companies within the global supply chain must continually improve: flow
of raw materials, finished products, money, and information; control of logistics costs;
and the level of satisfaction of shareholders and consumers. To achieve this goal, it is
important to effectively manage the relationship between providers and users of logistics
services. Generally, efficient logistics is a key factor in competitiveness of global supply
chains. In the US, about 86 percentage of companies in the Domestic Fortune 500 list do
business with providers of logistics services (http://www.3plogistics.com/3pl-customers-
report-identifies-service-trends-3pl-market-segment-sizes-and-growth-rates-2/).

In today’s business environment, there are more and more products with a short
life cycle (Méaatta, 2013, p. 3). Volume of international transport of goods, rate of product
innovation, and instability of demand constantly grow. In such an environment, it is not
enough to apply lean concepts, i.e. efficiency concepts (such as just-in-time and quick
response concept) in logistics processes, but also agility concepts (quick response to
the changing needs in both volume and variety terms) (Jain, et al., 2008, pp. 367-385).
While lean supply chain management focuses on minimizing costs and losses of the
company, agile supply chain management is focused on creating highly flexible supply
chain, in which the flows of materials, products, money, and information can take place
quickly and easily. Lean supply chain involves low waste, while agile supply chain is
“sleek and agile as a gymnast” (Cornillie, and Macharis, 2006, pp. 15-26). Supply chain
managers are now expected to skillfully combine lean and agile concepts of supply chain
management. Unfortunately, relevant scientific works still do not provide a method for
determining the optimal mix of these concepts in practice.

Each segment of the supply chain must be flexible enough to be able to quickly
identify and exploit new environmental opportunities. Any potential opportunity must
be measured on the basis of the matrix of quantitative and qualitative factors — from
local taxes and regulatory costs, through labor availability and transport costs, to
economic and political risks in the context of a particular national market. Principles
of supply chain can be quite simple, but the execution of the supply chain strategy is,
as a rule, complex. Strategy is often related to very complex supply chain processes,
such as procurement of raw materials, production, and delivery of products in different
geographic areas. Companies in developing countries focus on the creation and fast
operation of the logistics network, while companies on developed markets are more
focused on optimizing the existing logistics network.

Gaining insight into costs is imperative for companies operating on the international
market. They have to know cost generators of the global supply chain within each
function, and then adjust the overall supply chain strategy to achieve success on every
market. Upon gaining access to all the costs of the global supply chain, companies can
accurately assess and evaluate impacts of possible compensation (trade-offs).
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2. Globalization as an opportunity to reduce costs in the supply chain

Globalization provides an opportunity for consumer electronics manufacturers to
focus on the production of standardized, small, and expensive electronic components at
a small number of locations, so that they can be transported relatively easily and at low
cost. Such producers achieve economies of scale by manufacturing products that can be
installed in a variety of products throughout the world and by consolidated shipment. For
example, Foxconn Technology Group, the world’s largest electronics manufacturer and the
largest employer in China (http://www.reuters.com/article/2010/07/22/us-china-labour-
idUSTRE66L0A220100722), gathers under its roof companies such as Apple, Cisco, Dell,
Microsoft, Google, Nokia, and Toshiba, and is an excellent example of the use of economies
of scale. Moreover, globalization affects the behavior of clothing manufacturers.

Commercial effects of global supply chains significantly depend on a reduced share
of transportation costs in total costs. Transport costs, for example, can be reduced by the
formation of supply hubs, especially when several components are procured from multiple
locations on the global market. For example, many manufacturers in Asia have created
hubs, to which consolidated shipments, rather than small consignments are transported.

A significant reduction in transport costs can be achieved by designing products
that would allow fuller capacity utilization of transport equipment. Swedish company
IKEA has significant experience in this regard. The world’s largest seller of furniture
(in 2013 it had 1,800 suppliers from 50 countries, 9,500 different products, 345 stores
in 42 countries, 32 distribution centers in 16 countries, 1.5 million deliveries a year, and
achieved sales of 35.5 $ billion) has been known for more than 60 years (http:/www.
supplychain247.com/article/how does ikeas inventory management supply chain strategy
work), among other things, for its production of flat-packed products of modular design,
which can be quickly packed and loaded into transport vehicles, with increased level
of use and reduced shipping costs (Figure I). IKEA efficiently manages relationships
with suppliers and manufacturers of materials. As a result, materials are procured at
reasonable prices.
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In addition to encouraging competition between suppliers, so that they could offer
the best materials at advantageous prices, IKEA builds long-term business relationships
with them, and, thus, further reduces product prices.

In 2000, IKEA introduced a code of conduct, called /IKEA Way on Purchasing
Home Furnishing Products (IWAY), which defines what suppliers can expect from it and
what it requires of them. Today, IKEA applies several codes of conduct (/WAYs) relating
to various aspects of its operations (http://www.ikea.com/ms/en_AU/about ikea/our
responsibility/iway/).

IKEA is characterized by catalog sale of products (Harapiak, 2013, pp. 25-51)
that are available to customers for a year at guaranteed product prices. IKEA designs
unique products that generate low production costs and also meet stringent requirements
in terms of function, distribution, quality, and environmental impact.

According to a study realized by journalists of London daily The Times, more
than 50 percentage of IKEA products are made of ecological or recycled components.
Also, IKEA strives to use a small amount of material in the production of final products,
without lessening their quality and durability. Such a strategy allows IKEA to reduce
labor costs relating to the acquisition of materials and final product transportation costs.

In the case of procurement of several components from different markets,
companies can use hubs and thus significantly reduce transportation costs. It is known that
some manufacturers in Asia have created hubs to replace expensive transportation of small
individual shipments from each supplier by cheaper transport of consolidated shipments.

3. Strategies to reduce risk in global supply chains

If managers do not implement appropriate strategies for risk reduction, they can
significantly reduce the possibility of creating an efficient supply chain. For example, the
strategy of increasing the number of suppliers can influence the risk of interruptions in supply
from any source. An excellent example is the interruption in the supply of Nokia and Telefon
AB LM Ericsson by Philips factory in Albuquerque, New Mexico, USA, which occurred on
17 March 2000 due to the outbreak of fire (Sheffi, and Rice, 2005, pp. 41-48). Nokia and
Telefon AB LM Ericsson reacted differently to this incident in the supply chain. Nokia found a
solution quickly, and took advantage of several other factories in its supply chain. In contrast,
Telefon AB LM Ericsson, another buyer of chips produced by New Mexico factory, pursued a
policy of supply from one source. When a New Mexico factory stopped working because of
the fire, Ericsson did not have a spare supplier of microchips, which is why it had problems
in the production of mobile phones for a few months and reduced revenues by approximately
400 million dollars (Chopra, and Sodhi, 2004, pp. 53-62). Apart from Ericsson, many other
companies learned a lot from this incident.

Strategy to reduce one risk can increase other risks. For example, strategy of increasing
inventory levels reduces the risk of delay in supply, but increases the risk of obsolescence of
goods. By implementation of strategies to increase the number of suppliers, the company
reduces the risk of interruption of supply, but increases the total cost, because, in this case,
each supplier finds it more difficult to count on the effects of economies of scale. Therefore,
managers should develop specific strategies for reducing costs while creating supply
networks. Such strategies allow trade-off between risk reduction and cost increase (7able 1).
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Managers of global supply chains should combine strategies for reducing
risks with financial strategies. For example, global supply chain strategy, focused on
reducing costs, can direct production to only a few countries with lower costs. This
creates a supply chain with inflexible capacities, which is vulnerable to the risk of
supply interruption and the risk of fluctuations in the price of transport and exchange
rates. The company that is a member of such a supply chain must reduce transport costs
and costs of exchange rate differences, because it cannot cope with fluctuations in the
price of transport and exchange rates. In contrast, the global supply chain with flexible
capacities offers the possibility of moving production to locations that are most effective
in certain macroeconomic conditions. This concept of supply chain reduces the need for
financial hedging, i.e. financial transactions which one enters with the aim of limiting
or reducing the risk of existing investment positions. Unlike previous ones, operational
transactions for risk insurance (operational hedging) (ttp://ink.library.smu.edu.sg/lkcsb
research/3758), such as increase in flexibility, are much harder to implement. However,
they have the advantage of being more reactive, i.e. include reconfiguring the supply
chain in order to best accommodate it to a given environment.

Operational hedging is a holistic approach to risk management (http://business.
financialpost.com/executive/operational-hedging-curbs-exchange-rate-uncertainty) that allows
more flexibility when designing and changing supply chain. Managers should use operational
hedging strategies together with financial hedging to prevent or mitigate major changes in the
structure of costs caused by exchange rate changes, customer demand, and competition. Typical
operational hedging strategies are: strategy to improve company’s supply chain, strategy to win
customers and achieve competitive advantage, and procurement strategy based on a unique
business model and market environment of the company.

Table 1. Approaches to reducing risk and specific strategies to reduce costs while
creating a network

Approach to reducing risks Specific strategies to reduce costs

Focus on cheap, decentralized capacities for foreseeable demand. Build
Increasing capacity centralized capacities for unpredictable demand. Increase decentralization
as costs of capacity fall.

Favor larger number of suppliers in case of procurement of products

in large quantities. Focus on a smaller number of suppliers in case of
procurement of products in small quantities. Centralize procurement of
products in small quantities from several flexible suppliers.

Providing new suppliers

In the case raw materials, favor costs relative to responsiveness. In the case

Increasing responsiveness . . . .
& 1esp of short product life cycle, favor responsiveness in relation to costs.

Decentralize inventories of lower value whose demand is predictable.

Increasing inventories . . . .
& Centralize inventories of greater value, whose demand is less predictable.

Favor costs compared to flexibility of products with high and predictable
Increasing flexibility demand. Favor flexibility of products with low and unpredictable demand.
Centralize flexibility to a small number of locations if it is expensive.

Aggregation of demand Increase aggregation as unpredictability grows.

Increasing supply Favor supply opportunity in relation to cost of products of high value and high
opportunities risk. Favor costs in relation to supply opportunity of products of lower value.

Source: Chopra, and Sodhi, 2004, pp. 53-62.
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Not all strategies to reduce risk are successful. For example, Honda relied on
flexibility of its plants when demand for vehicles in 2008 started going in an undesirable
direction. If it had not been for fluctuation in demand, Honda could not have relied on
flexibility. Increased flexibility of its production owes a lot to IBAS (Intelligent Body
Assembly System) (CIO, 1991, p. 15), developed by experts from Nissan in early 1990s.
IBAS is based on the concepts of flexible production as well as software that allows one
to specify distance between individual parts of the car body and the selection of tools for
assembling 30 different types of cars (http://www.allbusiness.com/professional-scientific/
scientific-research-development/248282-1.html). Owing to the implementation of /BAS,
Nissan shortened body development and manufacturing time, while satisfying growing
needs of customers. Despite numerous advantages, in early 1990s, IBAS brought Nissan
almost to bankruptcy, because, during its introduction, the situation on the car market was
relatively stable. Similarly, by using hedging strategy, the company Southwest Airlines
managed to, from 1999 to 2008, save about 3.5 billion dollars on fuel (http://www.msnbc.
msn.com/id/26761843). However, hedging strategy cost this company a lot at the end of
2008, due to a significant drop in the price of crude oil. The experience of Honda, Nissan,
and Southwest Airlines refer to the obligation of managers to analyze in detail the long-
term validity of strategies to reduce risk in supply chains before their implementation.

Conclusion

Globalization is one of the most complex phenomena that affect virtually all
segments of the economy. This term indicates the growing economic interdependence
of countries worldwide, which can be realized by: increasing volume and variety of
international transactions of goods and services; freer international capital flows; and
faster and wider distribution of technology. Globalization of business enables companies
to increase the level of integration and coordination of their activities and resources, and
to conquer the markets of different countries.

Globalization is a representative or a generator of various processes, actions, and
trends within the supply chain. Measuring the impact of globalization on the functioning
of processes and activities in the supply chain is a complex research problem.

The world has become a global village with related companies and their supply chains.
In order to survive fierce competition, companies today need to direct operations beyond
the borders of their home countries and to control their costs. Cost control generally means
reduction in the number of unprofitable business units and focusing on core competencies
(core business). Thus, offshoring parts of the value chain in countries with low costs and
outsourcing parts of the value chain — especially those cataloged as secondary activities,
such as logistics — are generally accepted ways of organizing business today.

Due to the global spread of digital technology, consumers will pay more for
extra services, rather than require lowering their prices. There will be an increase in the
complexity of the supply chain towards upstream segments. Therefore, supply chain
managers will have to apply different strategies to increase their responsiveness.

Globalization significantly increases managers’ responsibilities. Due to
globalization, the spectrum of risks faced by supply chains is wider than ever. In order to
mitigate them, companies must have contingency plans.
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Abstract

Using data from the World DataBank for the period 1990-2015, relating to
Ensure environmental sustainability, and Target A: Integrate the principles of
sustainable development into country policies and programmes and reverse the loss of
environmental resources within it, the paper presents comparative analysis of indicator
values for the five countries of the Western Balkans (Albania, Bosnia and Herzegovina,
Macedonia, Serbia, and Montenegro) and the EU28 average. The results show that the
Western Balkan countries significantly lag behind the countries of the European Union
in all five monitored indicators in the context of stopping the loss of natural resources
and their revitalization.
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AncTpakT

Kopucmehu nooamxe uz 6aze nodamaxa Ceemcke banxe 3a nepuoo 1990-2015.,
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3aycmaebarba 2youmaka npupoOHUX pecypca U iuxose pesumanuzayuje y 00Hocy Ha
semmwe Egponcke ynuje.

Kmwyune peuu: 00pocusu pazeoj, MUieHujyMcKi Yusnvesu, Rpupoony pecypcu

Introduction

Sustainable development can be broadly defined as development that meets the
needs of the present without compromising the ability of future generations (Elliott, 2012;
Jovanovi¢, Raduki¢ & Petrovi¢—Randelovi¢, 2011; Daly, H2006). Sustainable development
is detected as the most urgent global problem since 1972, when it was placed in the United
Nations Environmental Programme (see Petsonk, 1989), and for nearly four decades ago
remain important areas of research of many disciplines (sociology, economics, ecology,
technology, biology, geography, law and political science, as well as many others) and areas
of national government policies as well as a number of international initiatives and projects.

Understanding sustainable development gradually expands by interconnecting
sociology, economy and ecology into a kind of “magic triangle” of development (Figure. 1)
(Filipovic & Despotovic, 2014; Despotovic et al., 2015).

Figure 1: Three layers of sustainable development

Economic

Dimension
- Basic requirements
- Efficiency enhancers
- Innovation and
sophistication factors

Envlironm_ental Social Dimension
Dimension

- Environmental policy - Access to sanitations
- Use of renewable resources - Vulnerability to shocks

- Degradation of the - Social cohesion
environment

Source: Autors
As stated in Pokrajac (2013), “this triangle for every civilized man should be a
minimum not only an obligation, but a historic opportunity and space to prove himself as a
humanist and a true globalists, to whom is truly important the entire world, not only his own,
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local part. Therefore, if we want to look to the future we must stand firmly on that tripod.
If it fails just one leg, the picture of the future will be dangerously defective, distorted or
incomplete, if possible at all.”

Although the phenomenon of sustainability is considered by some authors in different
ways, they have common or similar fundamental human and ethical principles: environmental
security, social justice, human solidarity and compassion, tolerance, dignity and freedom of
human beings, the balance of individual and social interests, ethnical, cultural and religious
pluralism, free development of human creative potential. It is about the maturing of collective
consciousness about the necessity of social change and transformation of that consciousness
into the mass movement for the formation of new more righteous and more humane society
(Mesari¢, 2006).

The quality of the paradigm of sustainable development comes not only from the
fact that it combines the most important economic, social and environmental criteria, but
also from the circumstances that the concept creates a particular “methodological synergy”.
This confirms a) anthropocentric approach, which puts in the foreground people and their
responsibility for sustainable development; b) long-term, understood as multitime synthesis
c) spatial coverage, ranging from local to global (Pokrajac, 2002, 145).

The concept of sustainability is widely accepted nowadays. The reasons for this lie
in possible answers to the question why economic activity must be sustainable (Kuik &
Verbruggen, 2012; Griggs, et al., 2013).

In the first place, there are strong moral reasons why modern generations leave a legacy
of much less development opportunities to their descendants, compared to what they have
now. This means that the planet Earth, with its resources, must not be degraded by humans.
This reasoning is based on Rawls’s theory of justice, which highlights the fundamental
principle of moral justice, contained in the equal right of every individual to the widest
fundamental freedoms, which do not contradict the freedom of others (Rawls, 1971; Pogge
& Kosch, 2007). Thus, the right of present generation to use resources and the environment
must not compromise the same rights of generations to come.

The second group of reasons regarding sustainable development is of environmental
nature (Krstic, 2014; Cvetanovic et al., 2014). Specifically, if the nature is a value in itself,
i.e. if the preservation of biodiversity and stocks of natural resources is justified by the view
that man is only a part of nature, then man has no right to irretrievably change it (Cavender-
Bares, et al.,2013). Then not every form of economic activity that affects the diversity of
wildlife and a wealth of resources can be acceptable. In fact, this group of reasons, too, can be
reduced to moral reasons, noting that here the focus is not on attitude of the present towards
future generations, but the attitude towards other living beings, i.e. towards nature as a whole
(Karpiak & Baril, 2008).

The third possible reason to justify the concept of sustainability can be the attitude
that disregard for the concept of sustainability leads to inefficient economic development
(Ambec, et al., 2013).

A special place in the operationalization of sustainability belongs to metrics defined
at the Millennium Summit, held in New York in 2000 (Sachs & McArthur, 2005). The
importance of the Millennium Declaration (Assembly, 2000) is reflected in the definition
of global norms that should be the basis of international relations in the 21st century. The
shortest possible, these are the norms that have been translated into the following eight goals:
1. Eradicate extreme poverty and hunger; 2. Achieve universal primary education; 3. Promote
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gender equality and empower women; 4. Reduce child mortality; 5. Improve maternal health;
6. Combat HIV/AIDS, malaria, and other diseases; 7. Ensure environmental sustainability; 1
8. Develop a global partnership for development (See Figure 2).

Figure 2: Millennium Development Goals
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In this paper, the focus is on Goal 7: Ensure environmental sustainability. The realization
of this goal is monitored by five groups of indicators (A: Integrate the principles of sustainable
development into country policies and programmes and reverse the loss of environmental
resources; B: Reduce biodiversity loss; C: Access to safe drinking water and basic sanatation and
D: Improvenment in the lives of slum dwellers). We monitor the values of indicators within 7A
(CO2 emissions (kg per PPP $ of GDP); CO2 emissions (metric tons per capita); Energy use (kg
of oil equivalent per $1,000 GDP (constant 2011 PPP); GDP per unit of energy use (constant 2011
PPP $ per kg of oil equivalent; and Forest area (% of land area). The text that follows presents
a comparative view of their values individually for the five countries of the Western Balkans
(Albania, Bosnia and Herzegovina, Macedonia, Serbia, and Montenegro) and the EU28 average.

Integration of the principles of sustainable development into country policies
and programmes and reversing the loss of environmental resources of the
Western Balkans and the EU in the period 1990-2013

One of the main problems in the world in recent decades is global warming. Proposals
for its solution are very different. One of the most frequently mentioned solutions is to reduce
CO2 emission (Manne & Richels, 1991). CO2 emission is quantified in different ways (kg
per PPP § of GDP; metric tons per capita).
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Figure 3 shows the trend of CO2 emissions kg per PPP § of GDP in five countries
of the Western Balkans and the European Union in the period 1990-2013.

Figure 3: CO2 emissions (kg per PPP $ of GDP)
14

CO02 emissions (kg per PPP $ of GDP)

12

08

0.6

0.4

0.2

s Albania e BIH =====Montenegro

e Vlacedonia e Se rbia == == European Union
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In the reporting period, since 1990, the intensity of CO2 emissions was much higher in
the surveyed countries of the Western Balkans than the EU average. It was not until 2003 that
the Western Balkan countries started showing declining trend, but a large gap in relation to the
EU average is still evident. In addition, throughout the reporting period, EU countries were
characterized by steady downward trend of CO2 emissions (kg per PPP $ of GDP), while in
all the countries of the Western Balkans there was a tendency of pronounced oscillations of
CO2 emissions by years in the observed time interval.

Figure 4 shows the trend of CO2 emissions (metric tons per capita) in five countries
of the Western Balkans and the European Union in the period 1990-2013.

Figure 4: CO2 emissions (metric tons per capita)
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Diagram in Figure 4 shows that the EU countries, observed by CO2 emissions (metric
tons per capita), are still bigger polluters than all other observed Western Balkan countries,
although showing a slight downward trend. In addition, still high levels of pollution in the EU
may be partly justified by high efficiency, i.e. lowest CO2 emissions (kg per PPP $ of GDP)
(compared to the observed Western Balkan countries) (Figure 3).

On the other hand, countries of the Western Balkans do not indicate a trend towards
improvement, based on the parameter of CO2 emissions (metric tons per capita), except for
Serbia, which is, after the EU, the biggest polluter in this parameter among the countries
observed. The best ranked country is Albania, although it increased this emission from 0.5 in
1997 to 1.7 tons per capita in 2013.

Over 80 percent of the world’s energy comes from fossil fuel resources. It is anticipated
that the global demand will continue to grow by 2030, which imposes the imperative of
efficient use of energy. One of the indicators of the efficiency of energy use is certainly an
indicator Energy use (kg of oil equivalent) per $1,000 of GDP in constant prices (Figure 5).

Figure 5: Energy use (kg of oil equivalent) per $1,000 GDP (constant 2011 PPP)
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Parameter of primary energy consumption per unit of GDP is, as expected, almost the
most favorable in the EU (as the average value of the members), with the most stable trend of
improvement. The only country in the Western Balkans with approximate and better results
is Albania (Ralchev, 2012).

Serbia shows the worst efficient use of primary energy, but trend of improvement is
still evident. In 2013, primary energy consumption per unit of gross domestic product in the
Republic of Serbia amounted to 0.16 tons/1000 $ of GDP (constant 2011 PPP), according
to the World Bank data (Millennium Development Goals | World DataBank. (n.d.)), which
shows a significant decline relative to the value of 0.3 tons/1000 $ of GDP in 1996. This still
represents a very high value, although countries like Turkmenistan (0.37), Ukraine (0.31),
Uzbekistan (0.28), South Africa (0.21), Russian Federation (0.2), and Kazakhstan (0.2) had
higher values of this parameter in 2013. On the other hand, in developed countries (OECD),
the value of this parameter in 2014 was about 0.11, while in the EU it was only 0.09. This

46 EKOHOMUKA EXA1



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

means that Serbia consumed 2 times more energy per unit of gross domestic product than the
EU, suggesting a considerable need for energy rationalization.

Figure 6: GDP per unit of energy use (constant 2011 PPP $ per kg of oil equivalent)
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It can be said that energy efficiency in the Republic of Serbia is one of the lowest
(Figure 6): With extremely low energy efficiency in all sectors of energy consumption
(industry, transport, agriculture, public and utility services, and households), high use of
electricity for heating purposes is also characteristic. Increasing energy efficiency is necessary
because of the growing problems in the global energy sector, which are directly reflected on
the domestic energy situation: rising prices of energy generating products (large fluctuations
in prices of energy generating products on the world market since the crisis period of 2008)
and the need to secure long-term energy sources and reduce dependence on imports, as well
as to protect and preserve the environment. In the end, it is also one of the conditions that
must be achieved in the process of harmonization and accession of Serbia to the European
Union.
Deforestation causes significant loss of biodiversity, while values associated with
biodiversity are significant externalities, which are rarely reflected on market prices (Figure 7).
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Figure 7: Forest area (% of land area)
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Forests, as the most valuable part of the ecosystem, capable of significantly improving
general living conditions, occupy a very important place in the global concept of protection
and improvement of the environment, which is why they require special treatment through
an appropriate system of protection, use, and management of all functions of forests in the
context of sustainable development. Forested areas cover 31.1% of the total area of the
Republic of Serbia, which shows a positive trend compared to 28.3% in 1990 and a move
from the last to the second to last place in the group of observed countries (the increase was
achieved in the period from 2005 to 2010). Relatively speaking, Montenegro had the best
results based on this parameter, while the EU average in 2013 was about 38%.

Conclusion

A special place in the operationalization of the sustainability category belongs to
metrics defined at the Millennium Summit, held in New York in 2000. The importance of the
Millennium Declaration is reflected in the definition of global norms that should be the basis
of international relations in the 21st century.

Data observed implies that the Western Balkan countries significantly lag behind the
EU average in all five indicators of reversing losses of natural resources and their revitalization
(CO2 emissions (kg per PPP $ of GDP); CO2 emissions (metric tons per capita); Energy use
(kg of oil equivalent) per $1,000 GDP (constant 2011 PPP); GDP per unit of energy use
(constant 2011 PPP $ per kg of oil equivalent; and Forest area (% of land area).
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Abstract

The core goal of this paper is to assess the level of finacial inclusion in Republic
of Macedonia. The level of financial incluison in a country is important because it
can facilitate the reduction of poverty in a country. Aslo the higher level of financial
inclusion can have positive impact on macroeconomic development by facilitating the
economic growth. The main mechanisams are lower transactional costs and better
distribution of capital. Also the level of financial inclusion is important for effective
execution of other social policies. The level of financial inclusion in Macedonia is on
satisfactory level which was driven by the legislation also. Almoust all the population
have access to bank account which is good base for further measures. Still, the use of
the account only to receive wage and withdraw from ATM indicates for higher need
for financial education. Also, the new payment methods like credit cards or electronic
payments are on very low level which further emphasizes the need for education in
which the banks must have more active role. The borrowings in major part are from
relative and friends and from retail stores. In all categories as less financially included
are older people, people with smaller income and people how are less educated. This
gives clear path for the policy makers where to focus its activities of enhancement of
the level of financial education.

Key words: Financial inclusion, Financial access, Macedonia, comparative analazy

JEL classification: G21; G28

OPUHAHCHUJCKA UHKJIY3HUJA: CJIYUAJ
PEIIYBJIMKE MAKE/JOHUJE

Arncrpakrt

Cywmuncku yuss 0602 pada je 0a ce npoyeHu HUB0 (YUHAHCUJCKOZ YK/bYHUBAILE )
Penybnuyu Maxeoonuju. Huo ghunarcujcke uHKysuje y 3emmvu je 8adcaH, jep modice 0a
NOMOCHE CMARery cupomawmea y semsmu. Taxohe, suniu HUBO (PUHAHCUCKe UHKTY3Uje
Modice 0a uMa NOUMUSAH YMUYaj Ha MaKpOeKOHOMCKIUL PA360] Nymem OlaKIUa8arsd
EKOHOMCKO2 pacma. [71a6Hu MEXAHUIMU CY HUIICU MPAHCAKYUOHU MPOUIKOSU U OObU
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pacnopeo kanumana. Taxkohe, HUBO puUHAHCUCKe UHKTY3UjE je 8adcaH 3d epuKacHo
U3BpUIABare  Opyeux coyujarHux noaumuxa. Hueo @urancujcke umkaysuje y
Maxeoonuju je Ha 3a0060masajyhem Husoy npema eaxcehum saxkonuma. Taxohe, ceo
CMaHOBHUWIMS0 uma npucmyn dankossom pauyry. To je dobpa ocrosa 3a Oaswe mepe.
Hnaxk, ynompeba pauyna camo 3a npumarse niame u noOU3arbe Hosya u3 6aHKoMama
yKasyje Ha eeliy nompebdy ¢punarncujcke edykayuje. Taxohe, Hosu memoou niaharea kao
WMo cy KpeoumHe Kapmuye uni eneKmpoHcKa niahared ¢y Ha 6eoMda HUCKOM HUBOY,
wmo 000amHoO Haznauiasa nompedy 3a 0bpazosarem y Kojoj barke mopajy oa umajy
axmusHujy ynozy. Kpeoumu ce y najeehem oeny y3umajy o0 pohaka u npujamesna Kao u
U3 MAnonpooajHux oojexama. Y ceum kamezopujama maree ¢y PUHAHCUJCKU YKbYYeHe
cmapugje ocobe, /bYOuU ca MarouM RPUMARLUMA U bY0U Koju ¢y Marse obpazosaru. 080
daje jacan nym Kpeamopuma noaumuke. OOHOCHO, Ha wma mpeda 0a Goxycupajy
c80je akmusHocmu 0a Ou YHanpeouu HUBo PUHAHCUJCKO2 00pa308arsa.

Kuyune peuu: Quuancujcka umxnysuja, unancujcku npucmyn, MaxedoHuja,
KOMRApamuena ananiasa.

Introduction

Financial inclusion is one of the most used words lately in the academic and financial
world. In simple words the financial inclusion has one main goal, to provide access to financial
services to parts of the population that are still unbanked. This is part of the population with
lower level of income, that lives in rural areas, that is part of the grey economy ect. For the
World Bank financial inclusion means that individuals and businesses have access to useful
and affordable financial products and services that meet their needs — transactions, payments,
savings, credit and insurance — delivered in a responsible and sustainable way. Why is the
financial inclusion important issue? Because the estimation is that 2 billion adults worldwide
don’t have a basic account (World Bank, 2016). Also, More than 200 million formal and
informal micro, small and medium-sized enterprises (MSMEs) in emerging economies lack
adequate financing to thrive and grow. The approach of The World Bank for addresing this
issues focuses on 9 intertwined areas (World Bank, 2016):

— National financial inclusion strategies,

— Modernize retail payment systems and government payments,

— Reform national payments systems (NPS), including remittance markets

— Diversify financial services for individuals,

— Leverage technology for financial inclusion,

Strengthen competition and expand access points,
— Financial consumer protection,

— Financial capability and

— Financial inclusion data.

The main reason for enhancment of the level of financial inclusion is to reduce poverty.
It is seen by policymakers as a tool for improving livelihoods, improve poverty and advance
economic development. Aslo the policymakers argue that the increased level of financial
inclusion can have positive impact on economic growth, financial stability and reducing the
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grey economy. Positive effects include (Morgan and Pontines, 2014): diversification of bank
assets, thereby reducing their riskiness; increased stability of their deposit base, reducing
liquidity risks; and improved transmission of monetary policy. Negative effects include
the erosion of credit standards (e.g., sub-prime), bank reputational risk, and inadequate
regulation of MFIs. According to Morgan and Pontines there are positive effects of greater
financial inclusion on financial stability, i.e., that the two are complementary rather than
there being a trade-off between them. Studies show that small businesses benefit from access
to credit, while the impact on the borrower’s household’s broader welfare might be more
limited (Cull, Ehrbeck and Holle; 2014). Savings help households manage cash flow spikes,
smooth consumption, as well as build working capital. Access to formal savings options
can boost household welfare. Insurance can help poor households mitigate risk and manage
shocks. New types of payment services can reduce transaction costs and seem to improve
households’ ability to manage shocks by sharing risks. Research also suggests that financial
access improves local economic activity.

At the macroeconomic level, the empirical evidence shows that financial inclusion
is positively correlated with growth and employment (Cull, Ehrbeck and Holle; 2014). The
researchers generally believe in underlying causal impact. The main mechanisms they cite
for doing so are generally lower transaction costs and better distribution of capital and risk
across the economy. Evidence of a more preliminary nature suggests that broader access
to bank deposits can also have a positive effect on financial stability that benefits the poor
indirectly. In addition to the direct economic benefits, two recent developments suggest
benefits for other government and private-sector efforts that might arise from inclusive low-
cost, financial systems that reach a larger number of citizens. First, financial inclusion can
improve the effectiveness and efficient execution of government payment of social safety net
transfers (government-to-person payments), which play an important role in the welfare of
many poor people. Second, financial innovation can significantly lower transaction costs and
increase reach, which is enabling new private-sector business models that help address other
development priorities.

Still the last research from the World Bank shows that country-specific characteristics
play a central role in determining the impacts, interactions, and trade-offs between
macroeconomic variables and policies. Thus, understanding the specic constraints generating
lack of financial inclusion in an economy is critical for tailoring policy recommendations.
Moreover, the model simulations indicate that different dimensions of financial inclusion
have a differential impact on GDP and inequality and that there are trade-offs.

Measure of the level of financial inclusion

When building an index for financial inclusion in fact in the index should be included
access indicators, usage indicators and quality measures (WB, 2015). The access indicators
reflect the depth of outreach of financial services, such as the penetration of bank branches
or point of sale (POS) devices in rural areas, or demand-side barriers that customers face to
access financial institutions, such as cost or information. The usage indicators measure how
clients use financial services, such as the regularity and duration of the financial product/
service over time (e.g. average savings balances, number of transactions per account, number
of electronic payments made). The quality indicators are important because they describe
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whether financial products and services match clients’ needs, the range of options available to
customers, and clients’ awareness and understanding of financial products. Most used global
measures for financial inclusion are Global findex and indicators on GPFL

The Global Financial Inclusion (“Global Findex”) database provides such indicators,
measuring how adults in 148 countries around the world manage their day-to-day finances
and plan for the future. The indicators are constructed using survey data from interviews
with more than 150,000 nationally representative and randomly selected adults over the 2011
calendar year. The Global Findex indicators measure the use of financial services, which is
distinct from access to financial services. Access most often refers to the supply of services,
whereas use is determined by demand as well as supply factors (World Bank 2008a). The
Global Findex data can shed light on the levels and patterns of use of different financial
services both globally and among different groups, such as poor people, youth, and women.
But one cannot assume that all those who do not use formal financial services are somehow
constrained from participating in the formal financial sector—access and use are not the same
thing.

The G20 and Global partnership for financial inclusion indicators include banked
adults, adults with credit, banked enterprises, enterprises with outstanding loan and point if
services. This index is similar to Findex but is more aggregative and uses same of the data
that are used in Findex but also aggregate data from IMF and World Bank surveys. Same as
the Findex index this index has the same main weakness, and measure the use of financial
services but not the demand for financial services. Also, global indexes help to compare the
level of financial inclusion in different country and time but better approach for single country
is unique index that will reflects the characteristics of the country and will give better picture
for the level of financial inclusion in the time line.

Survey that offers the most comprehensive global supply-side data on financial
inclusion is the IMF Financial Access Survey (FAS). The FAS is a global survey that provides
geographic and demographic data, offering a strong quantitative underpinning to research on
the link between financial inclusion and economic growth. Because it has supply site data
it overcomes the biggest weakness of Findex regarding the difference between access and
usage of financial services.

Generally speaking there is empirical relationship which can be demonstrated between
the economic development of a country and the level of financial inclusion. More developed
countries have higher level of financial inclusion and vice versa. These findings suggest
that financial depth and financial inclusion are related but ultimately distinct dimensions of
financial development, and that financial systems can become deep without delivering access
for all (Kunt, Klapper; 2013).
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Table 1 - Account penetration and GDP per capita and Formal Account Penetration, by
Country Income Group

Percent of adults with Percent of adults with

a formal account a formal account Top quintile

9 Bottom quin fili./.‘_.H
(X ] ' L .
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GDP per capita (thousands of 2000 dollars) Logarithm of median income in dollars

Source: Demirguc-Kunt Asli and Klapper Leora.(2013). Measuring Financial
Inclusion: Explaining Variation Across and Within Countries

Globally, about 50 percent of adults have one or more bank accounts, and a nearly equal
share are unbanked. In 2011, adults who were banked included the 9 percent of adults who
received loans and the 22 percent of adults who saved through financial institutions (World
Bank, 2015). Newly available user-side data show striking disparities in the use of financial
services by individuals in developed and developing economies. For instance, the share of
adults with a bank account in developed economies is more than twice the corresponding
share in developing ones. The disparities are even larger if we examine the actual use of
accounts. Worldwide, 44 percent of adults regularly use a bank account. However, if we
focus on the bottom 40 percent of income earners in developing countries, we find that only
23 percent regularly use an account, which is about half the participation rate among the
rest of the populations of these countries (the corresponding participation rates in developed
economies are 81 percent and 88 percent, respectively) (Kunt, Klapper; 2013).

Level of financial inclusion in Republic of Macedonia

The basic idea that stands beside this paper is to evaluate the level of financial inclusion
in R. Macedonia through analazysis of indicators in some basic categories like number of
accounts, borrowed funds and payment services.

Share of population with accounts

The share of population that has transactional account is a basic indicator for the share
of “banked” population. Other important question is the frequency of use on the account.
As can be seen in table 2, the share of population with transactional account in Macedonia
is on satisfactory level and above 72% of the population has transactional account. One
of the factors that contribute for the satisfactory level is the legislation also. According to
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Macedonian laws in order to receive social transfer or subsidy for a government bodies you
must have transactional account. Still there is descrepency in the share of population with
accounts compared to Euro area.

Table 2 — Share of population with account

g1 32 g1 32

Q0 1 74 74

Account (% age| Accountata |Account (% age| Account ata

15+4) [ts] financial 154) [ts] financial
institution (3% institution (%
age 154) [ts] age 154) [ts]

Macedonia Macedonia Euro area Euro area

N 2011 W 2014

Source: World Bank Global Financial Inclusion Database (2014).

The data confirm the conclusions that aply in global terms regarding the share of
population with accounts by gender, age and income.

Table 3 — Share of population with accounts by gender, income, age and area
in Macedonia and Euro area

34 a2 96 o5 & 85

73
B4 62

[e] T T T T T T T
Account at Account at  Account st Account st Account at Account st Account at
afinancial afinancial afinancial afinancial afinancial afinancial afinancial
institution, institution, institution, institution, institution, institution, institution,
female (%  income, income, male (% olderadults  young  rural (% age

age 15+) poorest richest 60% age 15+) (% ages adults (3% 15+)
40% (% (% ages 254) ages 15-24)
ages 154) 15+)

B Macedoniz M Euro area

Source: World Bank Global Financial Inclusion Database (2014).

The shares of female population with accounts are by 16 pp less than the male
population. Also there is significant difference in the financial inclusion by income. Almoust
80% of the rischest 60% of the population have accounts and this percentige is only 62% at
the poorest 40%. Compared with Euro area the greatest diffrence is at the young population.
Almost 80% of the young population in Euro area has account and this share in Macedonia is
only 47%. In some scale this is connected with the high level of unemployment at the yougest
population. Regarding the level of education, the global trend is present in Macedonia also
and more educated population is more likely to have account.
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Table 4-Share of population with accounts by gender and education

Account, primary education Account, secondary
or less (% ages 154) [ts] education or more (% ages
154 [ts]
Macedonia Macedonia

Source: World Bank Global Financial Inclusion Database (2014).

Borrowed funds

Having account is only one segment of financial inclusion and is not the best
indicator for the effectivity of inclusion. Put in simple words you can have account but
for whatever reason you are not using it then you are not part of the financial system. The
share of population that effectively uses the financial system can show more clearly what
the level of financial inclusion is. In that means the share of population that have deposits
or loans from financial inclusion or even more that uses services from insurance companies
is better indicator for the level of financial inclusion.

There is almoust no difference in the pecentige of population that borrowed any money
in the Euro area and Macedonia. Aslo the gender structure doesn’t show any significant
differences. Significant differences can be point only at the young population. The young
population in Macedonia doesn’t have access or need to borrow money compared to the Euro
area. In order to make full analasy for the inclusion what is more important is from whom and
for what purposes the money is borrowed.

Table 5 — Share of population that borrowed money by different categories in Macedonia
and Euro area

W Macedonia

W Euro area

Borrowed Borrowed Borrowed Borrowed Borrowed Borrowed Borrowed Borrowed Borrowed Borrowed

any any any any any any any any any any
moneyin moneyin meoneyin moneyin moneyin moneyin moneyin moneyin moneyin moneyin
the past the past the past the past the past the past the past the past the past the past
year (% year, year, year, year, year, year, year, year, year,
age 15+) female (% income, income, wmale (% older  primary  rural(% secondary young
[w3] age1S5+) poorest richest age15+4) adults(% education age 15+) education adults(%

[w2] 40% (% 60% (% [w2] oges 25+) or less (% [w2] or more  ages 15-
ages 15+) ages 15+) [w2] ages 15+) (% ages 24) [w2]
[w3] [w2] [w3] 154) [w2]

Source: World Bank Global Financial Inclusion Database (2014).
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The primary difference between Macedonia and the Euro area is the source of the
borrowed funds. In Macedonia dominate friends and family and in the Euro area more funds
are borrowed from financial institutions.

Table 6 - Share of population that borrowed money by different categories in Macedonia

Source: World Bank Global Financial Inclusion Database (2014).

Although the difference in percentige from the popualtion that borrows fund from
financial institution in Euro area and Macedonia is only 3 pp, still at the poorest 40% that
difference is 5%. This can indicate for reduced access of the poorest population in Macedonia in
the financial system. Having in mind that banks dominate Macedonian banking system, they are
very reluctant in granting loans to the poorest population. That can be seen from their granting
rules where minimum income is perscribed. Almoust 20% of the population in Macedonia has
borrowing from a store which is 7 pp higher then the Euro Area. In this category there is no
difference regarding the income level. Most used source of borrowings in Macedonia is friends
and family. Especialy this source is more characteristic for the population with lower income
level. Another important aspect when we analazy the financial inclusion and the borrowed funds
is the purpose of the loans. The greatest difference, almoust double is in the share of population
that borrowed funds for medical purposes. In Macedonia around 10% of the population above
15 years has borrowed funds for medical purposes and in the Euro Area this share is around 4%.
The poorest part of the population tends more to borrow for medical purposes. The percentige
of population that needs to borrow funds for education is almoust the same in the Euro Area and
Macedonia. Also almoust the same is the share of population that doesn’t have emergency fund
or it is not possible to come up with emergency fund and that rate is 18%.

Payments

In order to further assess the level of finacial inclusion, aspects that must be seen are
the freqency and needs for use of accounts and also other modern means of payment like
credit cards, electronic banking or mobile phones. The difference in the usage of debit and
credit cards shows more accurate picture about the level of financial inclusion. Altough there
are some historical reasons for the greather usage of cash in Macedonia that are connected
with the grey economy still the difference is obvious.

58 EKOHOMUKA EXA1



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

Table 7 —Share of population with debit cards in Macedonia and Euro area

80 7 71
70 | 62 62

60 53 51 54/
50 43

30 4 25

Debit card Debit card Debit card Debit card Debit card  Debit Debit Debit Debit

(% age inown used in used in used in card, card, card, card, rural
15+) [w2] name (% the past the past the past income, income, older (% age
age 15+4) year (% year, year, poorest richest adults(% 154)[w2]

[w3] age 154) income, income, 40% (%  60% (% ages 25+)
[w3] poorest  richest ages 15+) ages 15+) [w3]
a0% (%  60%(% [w2] [w2]
ages 15+) ages 15+)
[w2] [w2]

M Macedonia M Eurc area

Source: World Bank Global Financial Inclusion Database (2014).

There is 30 pp difference in the share of population that has debit card in Euro Area
and Macedonia. This difference is evea greather when we analazy the usage. Only 36% of the
population in Macedonia has used debit card in the past year and this percentige is only 25%
at the pooriest 40%. Main mode of withdrawal in Macedonia for 63% of the population is
the ATM. So altough there is easy access for debit cards still there usage is not on satisfactory
level. Off course this can be achieved by better financial education in which significant part
can have the banking system. Also in order to increase the usage of cards is important the
network of POS terminals.

The situation is simillar regarding the usage of credit cards. The difference between
Euro Area andMacedonia is almoust double in all categories. It can be easily concluded that
main diffrence can by made by the level of income.

Table 8 - Share of population with credit cards in Macedonia and Euro area

Credit  Credit Credit Credit Credit Credit  Credit Credit  Credit  Credit Credit
card (%  card card card card card card  card, card, card, card,
age 15+4) usedin wusedin usedin usedin usedin usedin income, income, older rural(%

[w2] the past the past the past the past the past the past poorest richest adults(% age 15+

year (%  year, vyear, vyear, vyear, year, 40%(% 60%(% ages [wa2]
age 15+) income, income, older rural(% vyoung  ages  ages 254)
[w2] poorest richest adults(% age 15+) adults(%  15+) 15+) [wa]
40% (% 60% (% ages [w2] ages15- [w2] [w2]
ages ages. 254) 24) [w2]
15+) 15+4) [w2]
[w2] [w2]

M Macedonia M Eurcarea

Source: World Bank Global Financial Inclusion Database (2014).
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The above mentioned conclusion can be further confirmed with deeper analazy of data.
Almoust 90% of the population pays its bills in cash and that percentige in the Euro area is
above 30%. Also the percentiges of population that withdraw at once the whole government
transfer or wage are much higher then on the same categories in Euro area. There are two
main reasons for this kind of behavior, one of them are the habits and the other reason maybe
is in less developed POS network.

Table 9 — Share of population in Macedonia and Euro area by ways of payment

100 7
90 *""
80 1
70 17
60 1
s0 17
w0t
30 77
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10 17
0 -

T T T T g
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inthe pastyear using cash (%  government government government  in the pastyear wages:
(% age 15+) paying utility transfersin the transfers: transfers: (% age 15+) withdraw all
[w2] bills, age 15+)  pastyear (%  withdraw all  withdraw over [w2] right away (%
[w2] age 15+) [w2] rightaway (% time asneeded cashless wage
cashless (% cashless recipients, age
transfer transfer 15+) [w2]

recipients, age recipients, age
15+ [w2] 15+4) [w2]

B Macedonia MEuroarea

Source: World Bank Global Financial Inclusion Database (2014).

Conclusion

Financial inclusion is one of the most used words lately in the academic and financial
world. In simple words the financial inclusion has one main goal, to provide access to financial
services to parts of the population that are still unbanked. This is part of the population with
lower level of income, that lives in rural areas, that is part of the grey economy ect. Why
is the financial inclusion important issue? Because the estimation is that 2 billion adults
worldwide don’t have a basic account (World Bank, 2016). Also, More than 200 million
formal and informal micro, small and medium-sized enterprises (MSMEs) in emerging
economies lack adequate financing to thrive and grow. The main reason for enhancment
of the level of financial inclusion is to reduce poverty. It is seen by policymakers as a tool
for improving livelihoods, improve poverty and advance economic development. Aslo the
policymakers argue that the increased level of financial inclusion can have positive impact on
economic growth, financial stability and reducing the grey economy. Positive effects include
(Morgan and Pontines, 2014): diversification of bank assets, thereby reducing their riskiness;
increased stability of their deposit base, reducing liquidity risks; and improved transmission
of monetary policy.

Generally speaking there is empirical relationship which can be demonstrated between
the economic development of a country and the level of financial inclusion. More developed
countries have higher level of financial inclusion and vice versa. The last Findex study (World
Bank, 2015) shows that 94 percent of adults in OECD reported having an account in 2014.
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In developing economies only 54 percent did. There are also enormous disparities among
developing regions, where account penetration ranges from 14 percent in the Middle East to
69 percent in East Asia and the Pacific.

The number of “banked population” in Macedonia measured through share of
population with accounth is on satisfactory level and is above 70%. There is still discrepency
with the same indicator in the Euro area. Having in mind the low costs for opening account in
Macedonia in order to further improve the use of accounts the main tool should be financial
education. Especialy financial education should be focused on female population in rural
areas and the young population between 15 and 27 years. In some scale the low level of
young population with account is connected with the high level of unemployment at the
yougest population and also with the grey economy.

Although the difference in percentige from the popualtion that borrows fund from
financial institution in Euro area and Macedonia is only 3 pp, still at the poorest 40% that
difference is 5%. This can indicate for reduced access of the poorest population in Macedonia
in the financial system. Having in mind that banks dominate Macedonian banking system,
they are very reluctant in granting loans to the poorest population. That can be seen from
their granting rules where minimum income is perscribed. Another important aspect when
we analazy the financial inclusion and the borrowed funds is the purpose of the loans. The
greatest difference, almoust double is in the share of population that borrowed funds for
medical purposes. In Macedonia around 10% of the population above 15 years has borrowed
funds for medical purposes and in the Euro Area this share is around 4%. The poorest part of
the population tends more to borrow for medical purposes. The percentige of population that
needs to borrow funds for education is almoust the same in the Euro Area and Macedonia.
Also almoust the same is the share of population that doesn’t have emergency fund or it is not
possible to come up with emergency fund and that rate is 18%.

Regarding the payment methods, Macedonia is still cash society. There is 30 pp
difference in the share of population that has debit card in Euro Area and Macedonia. This
difference is even greather when we analazy the usage. Only 36% of the population in
Macedonia has used debit card in the past year and this percentige is only 25% at the pooriest
40%. Main mode of withdrawal in Macedonia for 63% of the population is the ATM. So
altough there is easy access for debit cards still there usage is not on satisfactory level. Off
course this can be achieved by better financial education in which significant part can have
the banking system. Also in order to increase the usage of cards is important the network of
POS terminals. Almoust 90% of the population pays its bills in cash and that percentige in the
Euro area is above 30%. Also the percentiges of population that withdraw at once the whole
government transfer or wage are much higher then on the same categories in Euro area. There
are two main reasons for this kind of behavior, one of them are the habits and the other reason
maybe is in less developed POS network.
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ENTREPRENEURIAL SPIRIT OF RURAL TOURISM
OF THE POMORAVLJE DISTRIC, CENTRAL SERBIA

Abstract

When it comes to the development of small and medium-sized enterprises in Serbia,
special attention is given to the growth of small, family ones, mostly those which are
involved in the food industry, which is a foundation for the development of rural areas.
The plans of reviving Serbian village are a recurring topic. The reasons for this revival
are the favorable geographic position, rich natural treasures, interesting tradition, and
history. One must pay attention to the fact that 85% of the territory in Serbia has rural
features and that 50% of citizens inhabits those areas. Through surveys, this paper
explores how entrepreneurs manage their businesses in the countryside, especially in
the field of tourism in the Pomoravlje District. 50 entrepreneurs, chosen by rendom
sampling, were interviewed, and attention is given to hospitality companies, recreation
centers or wineries which deal with grape processing and winemaking. What these
entrepreneurs have in common is the fact that they run family enterprises, and that
high tax rates and poorly equipped infrastructure in local communities are the basic
obstacles for further development and growth of their enterprises.

Keywords: entrepreneurship, rural area, the Pomoravlje District, rural tourism,
family enterprise

JEL classification: A14, F20, F60

HNPEAY3ETHUYKU JYX Y CEOCKOM TYPU3MY
ITOMOPABJBbA, HEHTPAJIHA CPBUJA

Kaoa je y numary pazeoj npeoyzemuuwmea maiux u cpedrwux npedyseha y
Cpbuju, nocebna nadcrwa ce npuoaje passojy Mauux, nopoouunux npedyseha, ye-
JagHOM y obracmu npexpamoene undycmpuje, Kao 0CHO8e 3d Pa3eoj CeOCKUX No0-
pyuja. Cmanko ce 2060pu 0 NIAHOBUMA 34 ONCUBDABAIE CPNCKo2 celd. Pasnoe
mome jecme nogobaH 2e02paghcki nonocaj, boeama npupood, 3aHUMbBUEA MPA-
Oouyuja u ucmopuja. Tpeba obpamumu naxcroy Ha uurenuyy oa 85% mepumopuje
Cpbuje uma pypanue ooauke u 0a Ha 1woj scueu oko 50% cmanosrnuwmsa. Y 06om
paoy je nymem aHKemMuparsa UCMpasiceHo nocio8are npedy3emnuKa Ha ceny y 00-
nacmu mypusma Ha mepumopuju Ilomopasckoe okpyea. Hcnumano je ciyuajuum
ysopkom 50 npeoysemuuxa ca mepumopuje Ilomopasckoe okpyea, y numarsy cy
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yeocmumenCKo—CMeumajHu 00jexmu, pekpeamusHy YyeHmpu uiu uHapuje Koje ce
base npepadom epodxcha u npouseoorwom euHa. 3ajedHuuko eefiunu npedysemuura
je 0a nocnyjy kao nopoouuHu 6U3HUC, a 8uUcOoKe cmone nopesa u ciabo ypehe-
Ha UHpacmpykmypa y 10KaIHUM 3ajeOHuyama jecy ocHogHe npenpexe 3a 0asmbe
Hanpeodosarse U pazeoj 08ux npedyzemuuxa. Y oamem mekcmy Oukie Hageoene u
ucnumane xunomesze u ouhe obpahenu oodbujeHu pezyimamii.

Kayune peuu: npedysemuuwmeo, pypanno noopyuje, Ilomopascku oxkpye, ce-
OCKU Mypu3am, NOpOOUYHU OUZHUC

Introduction

Every areain Serbia can be divided into rural or urban according to legal regulations,
but they can also be classified according to different features, such as population,
statistical characteristics, and the number of agricultural population (Mitrovi¢, 2015). To
put it simply, the rural areas are those which are not urban. In Serbia, there are around
6000 of such areas. After World War II and up until today, a vast number of migrations
from villages to cities have occurred. The biggest decline of population in rural areas
occurred between 1961 and 1971 (Stevanovi¢, 2006). What characterizes these areas are
the unfavorable age structure and depopulation.

The objective of this research is to determine the importance of entrepreneurship
in the Serbian village, as well as the impact of this phenomenon on the improvement of
rural areas, which would aid in declining the number of migrations from village to cities.
In order to abet the development of entrepreneurship in the rural areas of the Pomoravlje
District, it is necessary to determine the current state of their development, establish the
causes of negative and positive impacts on it and, lastly, ascertain the future directives
for their development which would help these areas improve. The limiting factors of the
entrepreneurial growth in rural areas are poor transport infrastructure, the lack of interest
of travel agencies in promoting natural and cultural heritage, low quality of service, and
the lack of skilled staff who specialize in the coordination of entrepreneurial growth in
rural areas. It is estimated that around 30% of tourists in the world opt for this kind of
tourism because they are eager to discover new areas, different customs, and cultures, and
to experience a holiday in the countryside (Mitrovi¢, 2015). The creation of small and
medium-sized enterprises in the countryside would revive these areas and offer a solution
for those who want to escape from the daily grind. These kinds of enterprises represent
the pillars of economic growth in one country. Agricultural households would offer their
tourists the sense of calmness, freedom, and relaxation, some fresh air, preserved nature,
and also bona fide Serbian cuisine. With the significant changes in tourism in the last
couple of years, there has been a surge in demand for alternative forms of tourism, and
therefore for rural tourism.

In accordance with the set objectives of this research, the paper proposes the
following hypotheses:

— H1: The rural areas of Serbia represent potentials for the development of rural
tourism in Serbia.
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— H2: The entrepreneurial growth in rural areas can contribute to economic
growth, increase standard and quality of living for the population in the Pomoravlje
District.

— H3: The analysis of work of the entrepreneurs in the Pomoravlje District reveals
the current state and how the local self-governance body and Serbia could encourage the
entrepreneurs to base their work in the rural areas.

Literature Review

Rural areas in Serbia are depopulated and are constantly losing population,
and the average age of those living there is above 60 (Strategy of Tourism RS, 2005).
The availability of able-bodied and educated people in the countryside is the main
prerequisite for the entrepreneurial growth and for the creation of tourism in villages.
The most appropriate definition of entrepreneurship, which would fit into the context
of development of rural areas, is a broad one which perceives entrepreneurship as: “the
force for resource mobilization which behooves it to fulfill the needs of the market”, “the
capability to make and build something from scratch” (Gaji¢, M., Gaji¢ A.,Stevanovic,
2008). Lately, in Serbia, there has been a gradual development of a product of rural
tourism which is diverse in order to satisfy every need. In the Western Serbia, this
product is the restoration of old rustic Serbian houses, while in Vojvodina the so-called
Salas tourism is widely recognizable as a typical rural experience of that region. This
product provides travel agencies with rural areas, hot springs, rivers or lakes, and
presents its tourist with traditional hospitality and life values of the local population. It
also represents the steppingstone for economic growth and improvement of the standard
of living in rural communities, on the basis of sustainable development and preservation
of natural resources (Strategy of Tourism RS, 2005).

The significance of entrepreneurship is seen by taking a closer look at the
creative ability of individuals or groups that run the enterprise to produce new things.
They are characterized by a special kind of behavior that involves: taking initiative,
taking the business risk, possessing business creativity, ability to organize and come
up with innovations for business activity in all aspects which require that (Radovi¢
Markovi¢ 2007). The concept of local entrepreneurship that deals with rural tourism
could be based on the fight against spontaneous entrepreneurship programs, regardless
of the strategic guidelines, production of a wide variety of development projects
with projects for investment, suggestions for advancement of entrepreneurship at
the local level, through state and local community activities (Jakovljevi¢, 2011). It is
essential to emphasize that entrepreneurship in rural areas does not differ particularly
from that in urban areas. Entrepreneurship in rural areas involves the discovery of
unique joint resources, inside or outside the field of agriculture. This can be achieved
by expanding the basis of the agricultural household so as to include the entire non-
agricultural use of available resources, which can be realized by any kind of enormous
change in soil usage or different production levels from that which is heavily based
on agriculture. Thus, an entrepreneur in the rural area is someone who is willing to
remain in such environment and contribute to the production of local goods. For this
reason entrepreneurship in rural areas is founded on a close-knit community and is
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characterized by strong family ties and relatively strong influence on the surroundings
(Gaji¢, 2014; Pavlovic, Krsti¢, 2016).

The economic structure of rural areas in Serbia is still heavily based on natural
resources depletion. The traditional, mono-functional agriculture is widespread and
Serbia is one of the agrarian societies of Europe. Heterogeneity of natural resources,
private land ownership, and experience with business cooperation, which are some
of the prerequisites for diversification and development of rural economy, aren’t used
sufficiently (Bogdanov, 2007). In order to achieve the expected effects of rural tourism,
planned encouragement and functional organization are necessary in order to develop
tourist offer. Apart from this, rural tourism product can be locally controlled, based
on authenticity and promotion which highlights realistic expectations and use of the
product. All this would lead to the faster development of rural tourism in Serbia, which
is currently bellow real potentials (Gasi¢, Peri¢, Ivanovi¢, 2015). Citizens from the urban
areas spend a lot of time in the rural areas of Serbia, and for them, the village is a
cultural framework where life differs from their everyday one in the city. The bearers
of economic growth of rural areas are indeed enterprises which prove their quality with
competitive advantage and improvement of position on the market (Avlijas, 2008).

Lack of funding, the economic crisis in Serbia, reduced number of tourists and
inadequate infrastructure are some of the factors which have influenced the development
of entrepreneurship in rural areas. Because of these factors, the state is required to
provide incentives which would help entrepreneurs develop in the field of rural tourism
and help them with their businesses. Programs for support of agriculture and village in
Serbia involve a wide variety of support measures, including grants for buying farm
equipment, maintenance of mechanics, purchasing livestock, cultivating crops and similar
(Bogdanov, 2007). Small and medium-sized enterprises and the government adopt two
different perspectives when it comes to supporting services. From the perspective of
SMEs, support services lower the costs of movement for SMEs, enabling them to have
bigger funds, which in turn allows them to use that revenue differently. On the other hand,
those services are justified for the government because the tax rates are higher, which in
turn lowers unemployment in rural areas and increases economic growth through smart
investment (Avlijas, 2008).

For the development of rural areas to commence, it is necessary to engage and
educate the local citizens, to come up with strategic plans on a local level, and to form
local work groups or development groups (Lazovi¢, 2004). The role of the state would be
reflected in co-financing the development plans which are related to the improvement of
infrastructure and basic living conditions, which is the prerequisite for the development
of rural tourism (Tourism Development Strategy RS, 2006). The best example of
entrepreneurship in the countryside is the creation of small and medium-sized enterprises

JTson

during the year, while agriculture needs consumers.
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Entrepreneurship in the rural area of the Pomoravlje District

The Pomoravlje District contains 6 municipalities in the central part of Serbia;
they are settled around the Great Morava River: Para¢in, Cuprija, Jagodina, Rekovac,
Svilajnac, and Despotovac (www.pomoravski.okrug.gov.rs). It stretches over 2614 km?
and has a population of 242 931 in 191 neighborhoods, 6 of which are urban and 185
rural areas (www.popis2011.stat.rs). According to the data of Statistical Office of the
Republic of Serbia, during the year municipalities, Paracin and Jagodina have the highest
percentage of tourists, both local and foreign (www.stat.gov.rs).

These two municipalities are the largest in the Pomoravlje District. Paracin
stretches over 542 km? and contains 34 villages, while Jagodina stretches over 470 km?
and contains the impressive number of 53 villages. European route E-75 runs through
these two municipalities, so all these villages are easily accessible to tourists. A double-
track railway that connects southern Europe and Asia with central Europe runs through
these areas. The thing that attracts tourists to visit these areas, besides the fact that they
are easily accessible and have a good geographic position, is history, culture, and the
considerable number of rural households ready to host tourists, numerous cultural and
historical monuments and an array of events such as: Meeting of Villages, Morava, my
Sea, Convocation in Levaé, Bean Festival...

The offer should be directed to the needs of people who live in the city, distancing
them from stress and pollution. The services should include hunting, fishing, rafting,
familiarizing tourists with wildlife, cultural and historical monuments and life in the
countryside. The villages of this area provide a vast number of activities, ranging from
a stroll through the forests and orchards, to cycling and horseback riding, to hunting
and fishing, collecting medicinal herbs, mushrooms, and forest fruits. Tourists can get
acquainted with old crafts, and also with agronomy and breeding.

Research methods

This research uses an analysis which entails the process of determining the state
of small enterprises and entrepreneurs who work in the Pomoravlje District, and who
impact the development of rural tourism. Research was conducted in the period from
spring to autumn 2016, with the aim of making graduate master work. From the total of
62, 50 entrepreneurs from these areas responded to 26 questions from the questionnaire
either through surveys or formal and informal interviews. The majority of questions
(18 out of 26 questions) are closed-ended ones, and the respondents have to circle one
or more answers or rate the given answers from the Likert scale from 1 to 5, where 1
represents the lowest and 5 the highest mark. Most answers are already given, while a
particular number of questions (8 out of 26 questions) require a written answer. The first
part of the questionnaire deals with the basic information about the company, followed
by questions which are connected to the founder, CEO/entrepreneur and which help to
compile the information about them. The next section is information about business, i.e.
plans, expectations, success so far, the aspects of the business that need to be advanced, as
well as the main problems, obstacles, and influence of the global economic crisis on the
business. The questionnaire also comprises of questions which refer to the information on
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the equipment and how old it is, the former and future plans for investments in it, as well
as whether their enterprises have or are planning to introduce new quality management
systems standards and certificates. The last part of the questionnaire represents the
marketing aspect of a business. It refers to supply and demand, import and export,
competitiveness, as well as the limiting factors on the market. This part also comprises of
questions about enterprise funding. Therefore, by filling out questionnaires, interviewing
founders or responding to Google Form survey, this research obtained results.

Theimportantaspects which have aninfluence on the development of entrepreneurship
in rural areas are identified in this research by using t-test. The effects of the measures
taken in Serbia are examined with the help of inductive and deductive approaches. These
measures are aimed at encouraging the entrepreneurship development in rural regions and
this research has come to certain conclusions about their realization. The statistical method
is used in order to easily group the data, arrange and compare the quantitative results of the
research which are obtained by using appropriate techniques of data collection.

Analysis

The goal is to research for what business is the Pomoravlje District most suitable
for and to suggest new ideas that could aid someone in starting a business which isn’t as
widespread in this District, and which would still attract tourists and generate income to
these municipalities. This analysis explains the attitude of the country towards small and
medium-sized enterprises in the rural areas, and also towards family enterprises. The primary
objective of this research is to obtain a reliable analytical background in order to recommend
incentives for entrepreneurship development, primarily for the small family enterprises in the
countryside. The significance of the research is based on the fact that these kinds of enterprises
establish the framework for economic growth of rural areas because they are the main bearers
of employment, job creation and the leading participants in raising GDP.

The survey includes enterprises which mainly provide tourists with holidays in
the countryside, a place to stay overnight and the taste of Serbian traditional cuisine.
Also, they introduce their guests to culture and tradition of the rural region, as well as
with natural and cultural heritage. The most predominated enterprises in the Pomoravlje
District are the ones which work in grape production, winemaking and hospitality
industry. From the total number of 50 questioned enterpreneures, 40% answered that this
is their primary activity. These enterprises provide their guests the tour of vineyards and
wineries, wine and fruit brandy tasting, as well as the traditional lunch in the winery. A
slightly smaller number of enterprises operate in recreation and hospitality management;
those are the new enterprises which, besides basic activities, include in their offer
active rest and wellness. The list of respondents also includes Park Minijatura, the only
enterprise whose activity is rural tourism. This enterprise possesses scale models of
medieval Serbian monasteries, which are built in the ratio 1:17. In determining how
long these enterprises operate, the majority of respondents opt for 10 years. Statistically,
66.7% of these enterprises are founded by a man who is also the owner and the Chairman
of the Board, while 26.7% of the enterprises are in group ownership. When it comes to
the number of employees, all the respondents have up to 50 employees and so they fall
into the category of small enterprises, and 33.3% of them are family businesses. When
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asked whether they need a skilled workforce, 80% of participants answer that they do.
And when asked whether there is an employee training program, 73.3% of participants
respond that there is, while rest of them said that there isn’t. 93.3% of participants
operate on their own property. All the enterprises have purchased new equipment for
their business and have invested in infrastructure in the last three years, so as to climb the
market ladder and gain competitive advantage. The respondents agree that their business
is directed to all the regions in Serbia, but also to the foreign countries because they want
to attract tourists with their activities and custom offers. When asked what conditions
are necessary in order to improve work, the entrepreneurs agree for the following order:
1. Improvement of infrastructure, road construction, interior design, proper
lighting which can be achieved by the help of the local community (94% of
the questioned enterpreneurs gave this answer) ;
2. Preservation of environment and natural heritage (80% of the questioned
enterpreneurs gave this answer);
3. Business incentives grants (76% of the questioned enterpreneurs gave this
answer);
4. Business internet regulation (72% of the questioned enterpreneurs gave this
answer);
5. Determining quality management system standards (66% of the questioned
enterpreneurs gave this answer);
6. Education of local people (60% of the questioned enterpreneurs gave this
answer).

In regards to the business intentions of the respondents in the following three
years, 80% of them answer that they plan to expand their business, and 20% of
them plan to maintain the same scope of work. The majority of entrepreneurs do not
possess the quality management system standard, not even the basic ISO 9001 quality
management system, which would direct the enterprise to improve performance. Four
enterprises possess HACCP quality management system, which deals with food safety
through analysis and control of chemical, biological and physical hazards from raw
material production, procurement, and handling, manufacturing, and distribution. Out
of 50 enterprises, only one has OHSAS 18001 quality system management, which is for
occupational health and safety.

All the respondents are ready to aid their local communities by continuing to work and
employ new, primarily young people. When asked whether they use any local community
services, 60% of respondents answer that they do, while the rest of them don’t. During the
assessment of the local self-governance body, the majority of them, 39.6% to be exact,
marked them with 4. The highest mark is given to the local self-governance body in Jagodina,
while the lowest to Despotovac. When it comes to tax rates, the majority of respondents,
33% to be exact, marked it with 3. Entrepreneurs from Jagodina are satisfied with tax rates
and this municipality has the highest marks. The lowest mark is given to Despotovac for its
high tax rates which entrepreneurs have to pay. The results of infrastructure maintenance
are devastating because 40.6% of respondents mark it with 1, while no one marked it with
5. Percentage wise, 86.7% of respondents believe that the global economic crisis in the
country affects their business, but they haven’t yet come across the need for layoffs. All of
the respondents say that their products and services are intended to all the local tourists, but
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also foreign ones. 60% of the respondents buy their goods from the local community, while
40% of them buy their goods on a foreign market. When it comes to supporting in enterprises,
the partakers select promotion as the one which is used the most, then business connections,
market research, I'T support, innovations and quality management system standards, while
consulting is the least used. When asked about funding, 80% of them have independent
sources of funding in the Pomoravlje District, while the remaining 20% use external sources,
such as bank loans, foreign loans, loans from state institutions, guarantees, financial leasing,
donations and lastly they borrow from their friends.

Discussion

The first hypothesis of the article is that the rural areas of Serbia represent potentials
for the development of rural tourism in Serbia This analysis proves that. The results
of t-test show that $=0.74 and t=3.84. It has been determined that the development of
rural tourism affects agricultural households and the local community, the prosperity
of undeveloped regions, employment of the members of the household, promotion of
handicrafts, preservation of customs and old crafts.

The hypothesis that entrepreneurship development in rural areas can aid economic
growth, increase standard and quality of living of the population in the Pomoravlje
District is true ($=0.66, t=2,54). As stated in the “Entrepreneurship as an economic force
in the development of rural areas in Serbia” (Gaji¢, 2014), entrepreneurship in rural areas
is viewed as means for employment, while the residents in the countryside perceive it as
an instrument for raising the standard of living. Also, women view it as a potential for
employment close to home, which would bring about independence for them.

The analysis of entrepreneurs’ work in the Pomoravlje District proves the last
hypothesis, about how the local self-governance body and the state can encourage
entrepreneurs to base their work in the rural areas. The people will continue to live in
the rural areas if they are given jobs and if they generate income for their own family
business. The results show that f= 0.46 and t=3.02. By developing the rural areas,
conditions for balanced regional development are met .

The tourists expect that the rural areas will revive the rural spirit and landscape,
possibility to watch rural activities and participate in them, provide unique food and
beverages from those areas. As the group of authors in the Economic Horizon volume 8
state, the things that interfere with the entrepreneurship development in the countryside
are small properties and unregulated cadastre; obsolete technology; insufficiently
organized market; insufficient subsidies; low productivity; the lack of skills which are
needed in the modern agriculture. The number of entrepreneurs needs to be greater in
order to accelerate economic development in rural areas. A small number of people in
the countryside need to unite and start a family business. Primarily, they need the help
of the country and local community. The local communities should be given more funds,
but also complete authority so that they can end economic stagnation by improving
local development policy. A group of authors for Executive Newsletter in the paper
Development of Rural Tourism in the Republic of Serbia stress that in order to bring
about expected effects of rural tourism, it is necessary to encourage the rise of tourist
offer of the village, that the product is authentic and promotes the given area.
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The environment has the biggest impact on entrepreneurship. The formation
of supportive community, which is achieved by educating the local population about
the positive influences of a family business, impacts the development of rural area.
There are institutions that deal with this issue in Serbia and that try to help future
entrepreneurs expand managerial skills and knowledge. Those are Centre for Organic
Production, Centre for Promotion of Entrepreneurship, Centre for Socially Responsible
Entrepreneurship, Affirmation and Development Centre. If the Serbian government does
not strive to raise awareness of its nation of possibilities for better life and income through
entrepreneurship development in rural areas, then people need to do so themselves,
by uniting with the local self-governance body. The beginning of this idea would
bring about the understanding that it would raise the standard of living. Agricultural
households would be enlisted, they would renovate their houses and gardens, thus revive
the environment. The neighboring municipalities would follow in their footsteps, and
soon the entire Serbia would “understand what it is going on”.

This paper analyzed entrepreneurship in the Pomoravlje District. The topic hasn’t been
researched before and it is difficult to find information which depicts the state of entrepreneurship
in this area. The businesses of entrepreneurs are analyzed through the survey. They all have
come to an agreement that this is a suitable area for someone to start a business in, primarily it
is suitable for hospitality and recreation industry which would promote the natural and cultural
heritage of the Pomoravlje District, and which would attract tourists.

Conclusion

Serbia has excellent conditions to develop rural tourism because of preserved nature,
biodiversity, landscape diversity, favorable weather and numerous hydrographic resources.
Cultural values and goods include cultural monuments of exceptional importance, diverse rural
areas, and gardens. Rural tourism is important for sustainable development of rural areas, which
abets the preservation of local identity, tradition, and customs; it protects the environment,
strengthens the traditional and organic farming and helps the development of rural areas based
on sustainable development. Also, rural tourism raises awareness of the local population about
the economic and cultural value of natural and cultural sites. The important requirement for
the protection and sustainable use of biodiversity is the involvement of communities in the
development of rural areas. Entrepreneurship in rural tourism is a relevant factor, but without any
state financial aid programs, the development will not be successful. The support of entrepreneurs
in rural tourism should be direct (aids, subsidies, grants) or the country should invest directly
in them (shared capital). The involvement of different state bodies and institutions which will
financially assist the development of the program for rural tourism is of paramount importance.
Also, it is important to encourage cooperation of agricultural households by strengthening the
existing and creating new societies. All three hypoteses (H1 The rural areas of Serbia represent
potentials for the development of rural tourism in Serbia; H2: The entrepreneurial growth in
rural areas can contribute to economic growth, increase the standard and quality of living for the
population in the Pomoravlje District; and H3: The analysis of work of the entrepreneurs in the
Pomoravlje District reveals the current state and how the local self-governance body and Serbia
could encourage the entrepreneurs to base their work in the rural areas) have been accepted
according to the results of this research.
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The development of entrepreneurship in these areas would stop migrations to
urban areas and would revive Serbian village, culture, and tradition.
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Abstract

The development of information and communication technologies, especially the
Internet, has led to drastic changes in all spheres of human life and work. Although
some of these changes have very positive effects, others are extremely negative. One
example of the latter is a new kind of terrorism and criminal activity which is based
on the use of the non-indexed part of the Internet which is called dark Web. Generally
positive features such as access to information about Internet users, anonymity and
protection of personal data are used with the evil intention of acquiring illegal profit
and spreading ethnic hatred and intolerance. This paper gives a brief overview of
documented ways for accessing this part of web, and examples of abuses of its features.
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YIIOTPEBA DARK WEB-A Y Y I1/bY HIUPEIHA
NJIETAJIHUX AKTUBHOCTHU

AnCTpaKT

Paseoj ungopmayuono xomynuxayuonux mexwonoeuja, npe ceeea HMumepnema,
008e0 je 00 OpacmMuyHux NpoMeHa y C8UM OOMEHUMA /bYOCKO2 HCUBOMA U paodd.
Hexe 00 osux npomena umane cy geoma nosumughe egexme, 00K ¢y nojeoune umaie
Kpajrve HezamusHe U Henodicevhe. JeOHa 00 Maxeux npomeHa jecme nojasa Hoge
8pcme mepopusMa U KPUMUHATHUX AKIMUBHOCU KOja ce 3aCHU8A HA YHnompeou
Heunoexkcuparoe dena Minmepnema xoju je nasean oapx web. Ilosumugne mozyhinocmu
¥V 8UQy 00CHYNHOCHIU UHGOPMAYUa C8aKOM 00 KOpucHuKa nmepHema, anoMuMHOCIU
u 3auimume JIUYHUX NOOAMKA 080e ¢y UCKopuuihiene ca Kpajre 310M HAMEpoM
cmuyarea nenezente 000UMuU U WUpersa HAYUOHATHe MPXHCIbe U Hempnesusocmit. Pao
Oaje Kpamak npezied OOKYMEHMOBAHUX HAYUHA NPUCTTYNG 080M Oely web-d, Ko u
npumepe 3noynompede rwe208ux MozyhHocmu.
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Introduction

The Internet, used on a daily basis by personal users, as well as by commercial
companies and organizations, includes all sites and portals that are indexed by a public web
browser. These sites and portals are connected with each other via the incoming and outgoing
links. These pages are crawled by indexing robots using links that lead to them and links that
lead from them to other websites (PC, 2015).

These pages are expected to be static, installed on the servers and to have visible html
code. Any change to the web portal or any page results with new content being uploaded to the
server. In this way, the entire process is visible and public. Another feature of the Internet is the
DNS (Domain Name System) database, which associates hostnames with their IP addresses.
DNS databases are defined and used to enable transparency, to control the flow of information
and to protect users from spam or certain contents. Increasing control and monitoring of
Internet users in terms of information and content they publish and portals that visit, has led
to development of a different version of the Internet, where the degree of anonimity is higher.
Many users are aware that everything that is published on the Internet remains permanently
visible in some form. That is why even the average user comes to the idea that at least for some
of the activities should use so-called dark Web, or deep Web. Dark Web is a general network
which can be accessed only by using specific software, configuration, or with the authorization,
often using non-standard communication protocols and ports.

Unlike static pages from the indexed part of the Internet (visible Internet), dark web
pages are dynamic, with html code created based on results of contents retrieved from their
own databases. This method for creating independent web site makes crawling this site
imposible for indexing robots. Precisely, this is one of the reasons why these pages remain
non-indexed by the public Internet browser (Goodman, 2015). From another side dark web
weba sites contain rich content used for routine communication and propaganda dissemination
(Abbasi & Chen; 2005). These forums contain static and dynamic text files, archive files,
and various forms of multimedia. Collection of such diverse-content types introduces many
unique challenges not encountered with standard spidering of indexable files. On a related
note, a Dark Web forum crawler also must assess the merits of various collection-update
strategies. It is for this reason that the idea of high degree of anonymity in communication
and work was used by malicious users in order to address the various illegal activities, from
rental services, through drug trafficking and weapons, to human trafficking.

The paper is organized as follows. The second part shows the theoretical background
of deep web and dark web, different ways of accessing as well as similarities and differences
with the visible part of the Internet. The third part presents examples of the use of dark web
services, from the user perspective. Also, examples of different illegal activities that can be
found by searching dark web are presented. The fourth part discusses the key conclusions of
this study. Last section provides a list of references used to gather information about dark web
and illegal activities on it.

Deep and dark web

In the literature and everyday use, when referring to non-indexed part of the Internet
two terms are intertwined: dark and deep web. Deep Web is a term that encompasses
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everything that Google and other public Internet browsers are not indexing, and therefore can
not be returned as search result. These may be trivial, such as comments on the forums that
can be accessed only by registered users, Facebook posts that are set so that only friends can
see, private YouTube content which can be accessed only via forwarded link. Also, academic
articles that require subsription fee in order to gain access, as well as many other similar item
(Todorovic, 2015).

Dark Web is a certain amount of content on the deep web used for promotion or
distribution of illegal activities. Web sites that allow dealing with illegal activities are
mostly hidden behind .onion web domain and can be accessed using special search engines
(Todorovic, 2015). Dark Web is almost completely anonymous, and it is therefore used by
groups that want to remain hidden from the government institutions and agencies in charge
of law enforcement. To further protect the users of such systems, money transactions are
performed using a specially created digital currency called Bitcoin. Creation and encryption
of the currency is supported by the organization that manages the payment, bitcoins transfer
and their conversion into conventional money flows.

One of the ways to access dark web is Tor (7he Onion Router) network, whose primary
purpose is to serve as a gateway to this part of the Internet. To hide the address of the Internet
user, Tor redirect signals through nearly 6,000 servers (Cekerevac, Dvorak, & Cekerevac,
2016). So as to create a private and secure connection inside the Tor network, the client
application incrementally builds a connection between the source and destination of data
packets, which consists of encrypted connection between randomly selected server nodes.
This relationship occurs in steps, so that individual server knows only from which server
packets are received and to which server they should be forwarded. This is achieved by using
a special key for encryption at every step. Once the connection is established it is possible to
transmit different types of data using different software packages (CARNet, 2007).

Apart from Tor-a which is in most cases used to share files, 12P (Invisible Internet
Project) network layer is used to provide anonymous communication between applications.
This layer supports a variety of protocols and applications. Each established connection
between two users is being protected using special encryption. The comparison of
functionality and security offered by Tor and 12P has shown that I2P is more resistant to
attacks by analyzing traffic flow data (Mergen, 2015).

Freenet is another similar solution that is simpler and more convenient use by the
broad masses. Access is done from the browser, while in the background the application
establishes a connection. The user can choose the level of security on the network. All
the communication and sharing of files is via P2P, and every time one establishes the
connection, new path is created. For this reason, every reopening of pages takes more
time than in the case with the other aforementioned sector and technologies.

The police fact that close to 300,000 Germans are using some form of access dark
web network testifies to the popularity of this service. The data show that, at global level,
more than three million users access the content of dark web. If we compare the amount
of data stored in the dark web, it is forty times larger than the visible part of the web
and is about 750 terabytes. The entire content is mostly stored in specific databases, as
property of the organizations and individuals (Arslani, 2015). Based on this, the visible
part of web is about 4%, while the remaining 96% belong to the deep web.
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Examples of the use of dark web services

In different types of researches five categories of terroristic activities on the
Internet are identified. Those categories are: propaganda (to disseminate radical
messages), recruitment and training (to encourage people to join the Jihad or other
terrorist organizations, and get online training), fundraising (to transfer funds, conduct
credit card fraud and other money laundering activities), communications (to provide
instruction, resources, and support via email, digital photographs, and chat session),
and targeting (to conduct online surveillance and identify vulnerabilities of potential
targets such as airports). Besides these categories, dark web services are in use for many
other abuses (Tsfati, & Weimann, 2002). Some of the examples collected from different
sources are described in following paragraphs.

One of the examples of the dark web usage disclosed by the competent anti-drug
entities is a portal for drug and other illegal goods trafficking called Silk Road. Its founder
and owner was Ross Ulbrich, 29 year old programmer, who introduced himself under a
pseudonym Dread Pirate Roberts. Ample evidence was found on his laptop. From 2011
to 2013 he created an empire worth $ 1.2 billion, only with the help of a laptop and the
Internet. After only three weeks of trial, the jury of twelve declared Ulbricht guilty on all
seven counts, including one on charges of money laundering, drug trafficking and computer
hacking. He was discovered when the police found his message from 2010 where, at the time
of carelessness, he was referring interested parties to visit the Silk Road, signed a different
name (“‘altoid”), under which he sought professionals in bitcoin community to be the leading
developers, and gave the address for communication (Amika, 2016; Zetter, 2013). This site
was operated like any other portal for online purchases. Ordered goods were delivered by
postal companies. Postal companies do not check the contents of the shipment in order to
provide better services to users, making this method of delivery a very convinient way for
illegal trade. At the same time postal company can face problems if the competent authorities
establish that the it is often used for these types of delivery (Spalevic, Ilic, & Palevic, 2016).
The elentlessness of people who deal with this kind of crime is evidenced by the fact that only
a month after Ulbrich arrest and closing of the portal, portal became active again in the dark
web, this time in version 2.0. The site quickly expanded and, according to data from the FBI,
had an average of 150,000 visitors and monthly income of around $ 8 million from the sale
of goods and services. After a year’s work site was shut down, while the administrator Blake
Benthall arrested (Cook, 2014). That lasted only an hour, after which portal was started again
and continued to work, this time in version 3.0. This fact demonstrates the strength of dark
web and stability of portals on it (Knibbs, 2014).

Until 2012, the Silk Road owned a sister site - The Armory, which specializes
in trade of firearms, blunt and sharp object for injuring and killing. The same site went
off due to poor attendance after a period of time. Sales of weapons and ammunition is
carried out in a similar manner across other sites, some of which guarantee the delivery
around the globe, under the motto “We deliver globally, because all people have the right
to protection themselves” (Lukovic, 2014). Everithing can be found, from pistols to C4
explosives. Delivery is made in special packages so that they can pass x-ray inspection,
or often packed in toys, various other instruments and electrical appliances (N1, 2015).

There are a number of examples where children were used for geining money.
During 2011, Europol, in coordination with thirteen different countries, arrested 184
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people suspected of child abuse and the spread of children pornography in form of
images (Europol, 2014). A similar campaign was carried out in the UK. In this action 650
people accused of different forms of child abuse, from possession of child pornography
images to pandering were arested (BBC, 2014). In 2015, on the territory of Northern
Ireland 37 people were arrested based on charges of pedophilia and distribution of child
pornography using Tor (BBC, 2015).

There are examples showing that dark web is the perfect place for Cyber Crime.
Users here can buy a variety of malware. At the same time, visitors of websites can
become victims of various types of malware, distributed using phishing. One of such
malware is vawtrak - banking Trojan distributed via e-mail (Sancho, 2015). Another
large group of malware that can be found on the dark web are the CryptoLocker
malwares. These malware, after accessing victim files, perform the encryption. After
encrypting files, the victim is being redirected to a page where it is asked to make the
payment if they want to regain control of their data. Very often the request for payment
and information necessary to complete the transactions are written in the native language
of the victim. The role of Tor in these transactions is hosting sites for payment in order
to execute transactions using bitcoins (Ciancaglini, Balduzzi, McArdle, & Rosler, 2015).
In addition to malware, interested parties can use dark web to hire hackers to carry out
various types of hacker attacks on their behalf. Depending on the complexity and risk of
the task, rates range from a few dozen to several thousand dollars. They offer a variety
of services, from correcting assessment in schools through the theft of access codes
for different functions and sensitive autorithative data. The Chinese group Hidden Lynx
claims to have up to hundreds of professional cyber thieves, who broke into the computer
systems of Google, Adobe and Lockheed Martin.

For people with more sinister intentions and serious willingness to go down in the
dark world of the dark web, there are also services of professional assassins. One of the
examples described in (Lukovic, 2014) describes a person with moral and highly flexible
business principles, supposedly verified mercenary “with eight-year experience” which
offers services which are exclusively paid forward in Bitcoin’s. During the contact with
such persons, onlyexchanging information on the victim is allowed. The requirement is
that all communications, as well as any contact by email must be encrypted. If any part
of the communication is not encrypted, it will be deleted.

Another portal that offers such services is known as Lovecraft. The ad states that
the members of the organization are former soldiers and mercenaries of Foreign Legion.
Moto of this organization is “The best place to store your problem is grave.” This portal
pays great attention to the protection and privacy of customer communications. Name,
home and work address, as many photos and information about who the victim lives,
license plate, description and picture of the vehicle used are informations needed about
the target. Depending on the agreement, a team of killers states to prepare for a job,
travel, locating and tracking targets require about two months, and the cost of purchasing
airline tickets, weapons and accommodation, are not included the initial price. One portal
called C’thulu offers different ways of murdering, from regular through torture and rape,
to the bombing. Prices of services range from $ 3,000 to § 180,000 depending on the
chosen category and social status of the victim. Price, of course, differ on whether that
person to be killed belonged to the masses, or is a public figure, a politician, a member
of law enforcement, etc.
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In the dark web, counterfeit money can be bought. In addition to the money, a
guarantee is almost always given, as well as the description of the creation process
showing that, as the sellers say, the counterfeit money is created in the same way as
real money. All currencies that are worth falsified are available, but the quality and
quantity vary. In these types of transactions, it is common for 600 US dollars to obtain
2,500 counterfeit, a 500 euro 2,000 counterfeit. All transactions are carried out with the
promise that they can undergo standard checks, including that of ultraviolet light (Vijesti,
2015). In many cases, of course, pay for the counterfeit money uses Bitcoin.

Stolen information about the different accounts, credit card numbers, numbers of
bank accounts, online auctions can also be purchased. Atlantic Carding is a location in
a dark web where you can buy information about other people’s credit cards, addresses
and related personal information. Prices range between 5 and 80 dollars. The quality
of information depends on the price. On the other hand, accounts sale is done in one of
two ways. The first method involves the purchase of a single account, provided detailed
information on the amount of funds on it. Another way involves the purchase of large
quantities of accounts, of which a certain number probably valid. The first method is far
more cost-effective, because the customer has insight into the amount of funds in the
account, providing better guarantee that the funds invested will be recovered, and the
extra money earned. In addition, there is the possibility of buying physical debit and
credit cards of different banks (Ciancaglini, et al., 2015).

There are several sites on the dark web claiming to selling passports and identity
documents. Price of these services depends on the country in which the documents are
produced, as well as from the seller. The validity of these documents is difficult to verify,
especially when it comes to citizenship. These services can also be created for fraud for
immigrants who want citizenship of the country in which they are located at all costs.
For example, price for passports, driving licenses and identity cards for Australia is 800
euros at portal called Fake ID. At the same portal, the most expensive document are for
USA and the cheapest for Malaysia (Ciancaglini, et al., 2015).

In addition to the above, the more bizarre things can be found on the dark web,
such as trafficking in human organs. According to the some websites, the kidney can be
purchased for $ 200,000, heart for 120,000, liver for 150,000, a pair of eyes to 1,500 US
dollars. In addition, various beauty products from human flesh and skin can be purchased
(N1, 2015; Falconer, 2012). Also, it is possible to find a vide variety of topics that meet
the various fetishes. Some of these contents are horrific footage of last conversation
and words of passengers in a crashing plane, a prisoners on the day of execution (for
example, the electric chair in prison in Texas) or pornographic materials in which women
gauze small animals with heels. Different offers in which people offer themselves as food
or other types of cannibalism also can be found. In the dark web there is well known
portal reffered as Red Room, the place where the torture and killing of people are shown
via live stream (Mitrovic, 2016).

Terrorists also share ideologies on the Web that provide religious commentaries to
legitimize their actions. Based on a study of 172 members participating in the global Salafi
Jihad, it is concluded that the Internet has created a concrete bond between individuals and
a virtual religious community (Sageman, 2004). Web appeals to isolated individuals by
easing loneliness through connections to people sharing some commonality. Such virtual
community offers a number of advantages to terrorists. It no longer ties to any nation,
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fostering a priority of fighting against the far enemy (e.g., the United States) rather than
the near enemy. Internet chat rooms tend to encourage extreme, abstract, but simplistic
solutions, thus attracting most potential Jihad recruits who are not Islamic scholars. The
anonymity of Internet cafes also protects the identity of terrorists. However, Internet
can not be in a direct contact with Jihad, because devotion to Jihad must be fostered
by an intense period of face-to-face interaction (Chen, Chung, Qin, Reid, Sageman, &
Weimann, 2008). In addition, existing studies about terrorists’ use of the Web mostly use
a manual approach to analyze voluminous data. Such an approach does not scale up to
rapid growth of the Web and frequent change of terrorists’identities on the Web.

One of terrorist web sites Alneda.com identified by the U.S. Government called
itself the “Center for Islamic Studies and Research,” and provided information for Al
Qaeda (Thomas, 2003). To group members, terrorists use the Web to share motivational
stories and descriptions of operations. To mass media and non-members, they provide
analysis and commentaries of recent events on their Web sites. For example, Azzam.
com urged Muslims to travel to Pakistan and Afghanistan to fight the “Jewish-backed
American Crusaders”. Another web site Qassam.net appealed for donations to purchase
AK-47 rifles.

Web portals on the Dark Web are protected in various ways. One of the main ways is
to check the behavior of visitors who do not follow the standard pattern. If administrators
recognize suspect behaviour of visitors they launch a basic check. Surveillance can be
identified if a visitor can see only active row in the text, but no previous rows (Fu, Abbasi,
& Chen, 2010). The next step is to put the so-called key logger program on visitors
computer, so as to record everything a visitor keystroke. In this way, maximum control
over all visitor activities is achieved until administrators check who the visitors are and
what their intentions are.

Conclusion

It is widely recognized that the Internet is the place where you can find information
about everything and everyone. Whoever used a service on the Internet once, entered their
data or created the account, is permanently remembered in one of the databases. In addition
to the information generated using a large number of services, large-scale trade of different
types of goods, even between countries at opposite ends of the world is performed daily.
When taken into account that the visible part of the Internet represents 4% of all that is on it,
large volume of contacts, information and trades might seem trivial in comparison to what
is in the deep web. This fact chalenges everyday users to access services that are beyond the
boundaries of the visible. The fact that the dark web is not indexed, is used for profit by the
different traders of illegal goods. In addition to the profit purposes, it is often used by various
terrorist organizations, so as to spread the ideology and communication, as well as to perform
arms and human trafficking. Besides terrorist organizations large number of individuals
use dark web for different types of trafficking and illegal activities. Some examples of use
described in the work undoubtedly lead to the conclusion that in this part of the Internet there
is much that is still unexplored and hidden from the general public.
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QUALITY MANAGEMENT OF CATERING SERVICES
Abstract

Today s quality, in terms of high competition and an increasingly growing
demands of consumers one of the key factors for the survival of business systems
on the market. From the point of customer service quality in the tourism industry,
and its expectations are growing every day and more.

By providing continuous and complete quality of service, set the preconditions
for achieving customer satisfaction and in this sense by providing the desired quality
for them and their satisfaction achieved a number of competitive advantages. The
system TOM - Total Quality Management (TQM) is a philosophy that the tourism
developed countries finds its application and includes a number of activities to
be undertaken in quality assurance. The long-term source of revenue for the
company are satisfied customers, both positive propaganda which they perform,
thus affecting the new, potential guests, as well as restoring and repeated visits.

Key words: service quality standard, customer satisfaction, loyalty
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TMOMATHUM K8AUMEMOM) npedcmasna Gunosogujy Koja vy mypucmuuku pazeujeHum
3eMBbAMA  HAMA3U CE0JY NPUMEHY U NOOPA3yMesa YUmas Hu3 akmusHOCmu Koje je no-
mpebHo npedysumamu y obe3oehusarsy Keanumema. JJyeopouHu useop npuxood 3a npe-
oyseha npedcmagpajy 3a0080/6HU NOMPOUAUY, KAKO NO3UMUBHOM NPONA2AHOOM KOy
spute, uume Ymudy Ha HOBe,NOMEHYUjaIHe 20cme, MaKo U 6paharsem U NOHOBLEHUM
nocemama .

Kwyune peuu: keanumem yciyee, cmanoapo, 3a0060/CME0 NOMPOUAUa, JI0jaIHOCH

Introduction

For centuries mankind has evolved to meet the needs that are accompanied by
their original communities until today. The essence of human civilization and existence
consisted of solutions that allow better quality of life. Quality time is crystallized as a
concept without which, from ancient times to the modern era, we can not imagine the
progress of humanity and the life of every individual.

Quality as an issue is present in all spheres of society, including entrepreneurship,
and the modern understanding of management. Many contemporaries from different
scientific disciplines feel that without serious approach to the problem of quality of
developing countries and therefore the organization is unsustainable, because they
believe that the new millennium will be dedicated to the concept of quality. Globalization
thanks to intensifying social relations eventually crosses national borders and boosting
competitiveness. Domestic markets are no longer closed but the market turned so that
companies their services and products can freely provide consumers around the world.
Similarly the organization will lose control over what they can not produce competitively.
Organizations that are constantly monitored and improved our business practices and
performance have had a chance to survive in the market and profitable business, and
depending on the aspiration to increase its share of the market (Brzakovi¢, Radulovic,
2014).

In such conditions, the business game ‘quality becomes a major and central
obligations and aspects of any organization that is considering the market and its
objectives directed towards the long-term success. The quality of products and services
competitive influence, all with the only real aim and satisfaction of consumers.

In everyday language, often use the term “quality”. The roots of this expression is
found in the Latin word “qualis” - excellent, good quality, which is good for use, which
is characterized by good qualities. The association of the term is always something that
is well worth, meets expectations, deserves attention.

Depending on the authors in the literature appear different approaches to defining the
concept of quality: Jurana (Joseph, 1988), Kotler (Kotler, Keller, 2006), Hellriegel (Hellriegel,
Slocum, 2008), but common to all is that quality is a key element of the value of services on
the basis of which ensures the positioning of the enterprise in the market, its larger market
share which requires mutual satisfaction to customers and staff

International Organization for Standardization (ISO) with its definition in 2000 on the
“quality” refers to the totality of characteristics of a product or services that meet the needs
and expectations that are pre-determined and its precise interpretation of the 2005 ‘level to
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which a set of inherent product characteristics meet the requirements. ““ Under the features
are considered traits on the basis of which a distinction is made in the assessment of quality.

The quality of service is at the present time is crucial, and the service quality is of
great importance for positioning and market survival.

The quality of products and services is becoming more critical market factor that
separates business system - the company of others. By meeting the market preconditions
that imply the existence of developed market relations, willingness to adapt Manufacturer
customer requirements, constant volatility of demand and supply and the obligation of
companies to permanent sustainability in quality Despite achieving the desired quality,
continuous and maintained it is necessary to constantly conduct research on the needs of
consumers (customer - guest) for a certain quality.

Quality of service is the primary means of enterprises to continuously attract
customers, retaining and constant quality improvement. He is a permanent gap between
consumer expectations and what he really gets that experience. Quality of service
includes not only the product supplied already includes evaluating the delivery process.

Quality of service is therefore the level of satisfaction of user needs and
requirements, and compliance with the growing demands and expectations.

Quality of service has two main dimensions:

- Technical and

- Functional.

Under the technical quality of the result of the process involves generating services and it
can be significantly more objectively assess or measure as opposed to a functional that represents
the attitude of subjective observations and refers to how consumers consume services.

Taking into account the importance of quality in relation to the quality of services
- customer satisfaction resi must determine shortcomings and mistakes (if any) in order
to constantly improve quality. Continuity of quality and constant improvement of a
number of innovation lead to the desired quality. The cost of introducing quality systems
represent an investment for the future of each company.

Quality catering services that consumers expect a standard by which to assess the
quality of the service provided, including the need for and commitment to quality of food
and drink is defined on the basis of objective and precisely defined data. If take for basis
and reason for going to a restaurant and eating food that gastronomic product generated
by different methods of processing various types of food products consisting of several
food products integrated The specific properties that unlike other products have food and
drinks and have the properties to meet the physiological needs of the human senses have
to meet:

1. Technical - technological aspect

2. Microbiological second aspect

3. Health - a safety aspect

4. Nutritional fourth aspect

5. Sensory aspect

- Technical - technological aspect includes properties of raw materials, methods
and procedures in the preparation, norms and ways of servicing.

- Area of microbiology aspect indicates to you in the food and drink is greater than
the permitted number of micro-organism and the absence pathogenic organism.
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- Health - a safety aspect of contamination of food with chemicals (heavy metals,
pesticides )

- Nutritional aspect involves the representation of nutrients and the building
materials necessary for the normal functioning of a human organism.

- Sensory aspect is evaluating the characteristics of the food with the sense of (one
or more) in order to give proper objective results.

Total quality management - TQM

In order to meet the needs and expectations of consumers quality management
is constantly evolving in line with the problems in the market. The quality management
system is developed through phases.

1. Inspection sacrificing I & T

2. Quality control QC

3. Providing quality QA

4. Full quality control TQQ

5. Management of Total Quality TQM

TQM - as the latest concept of quality management implies the involvement of all
actors involved in the creation of products and services, thereby helping level of quality.

In order to apply the concept of TQM is necessary to fulfill certain conditions:
(Ljubojevi¢, 2004)

- Greater autonomy and more authority employees

- Engagement - loyalty management

- Quality Corporation

- Statement of the Mission

- Comparative analysis in order to best practices

- Education and training

- The system of compensation

- Communication

- Leadership

- Business Ethics

The main aspect to improve service quality and to decrease the cost of getting
steadily in importance. The very fact of increasing competition in the market, contributing
to TQM is gaining in importance of applying the concept.. This concept should be
imperative for any service company because its application easier to meet and exceed the
needs and expectations of consumers.

Under standard means “publicly available document, established by consensus and
adopted by a recognized body, in which the general and reusable establishes the rules,
requirements, characteristics, instructions, recommendations or guidelines for activities
or their results, in order to achieve optimal level of regulation in particular authorities in
relation to actual or potential problems, “the standardization of the” set of coordinated
activities on the adoption of standards and related documents “

Striving to enable the continuous provision of quality services or products resulting
standards. By defining the requirements and characteristics that must be met in order to
ensure the same quality of each customer are set standards.
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The application of standards in the economy, and therefore in the hospitality
industry, has great significance, both for consumers and for entrepreneurs who thus
simplify and accelerate the process of business activities, reduce costs and increase profits,
enhance the quality of work atmosphere and the service provided.

Their implementation is a complex process consisting of several stages:

o Prescribing standards,

o Application of standards,

«  Control of the application of standards,

o Improving standards.

«  Education and training of employees,

«  Standards are made in the context of the enterprise, the level of professional

associations and within the state itself and the division can be made to:

- The external standard and

- Internal Standard

States in the form of laws, regulations and other documents regulating the external
standard, and they are required in the operations of hotels, restaurants, or the same
facilities. External standards can be established at the international level, and commonly
encountered in the hospitality sector, in hotel chains or fast food restaurants.

Internal standards in restaurant can occur in two forms:

- Formal and

- informal

and they are reflected in the written and oral rules on how to provide services.
Internal standards are more rigorous than the standards set by the state as is the case in the
hotel because hotels want to provide the same level of quality to their guests worldwide,
while respecting internal standards even though, according to the regulations of each
state could operate with smaller investments necessary to implement the standard.

Common to the implementation of standards at the restaurant whether it is on the
external or internal standards is:

« standard for the construction of a catering facility,

« the standard of furnishing and equipping the service and manufacturing work,

« the standard of health security landscape of food,

« standard on quality management,

« Standard horizontal and vertical communication,

« standards for dealing with guests

« standards to protect the health of employees and safety at work,

« standards relating to human resources,

« standard for the application of information technology and,

o the standard of environmental protection,

International Organization for Standardization ISO (the International Organization
for Standardization) in 1987 published the first international standard of quality. The
standards of this organization were created on the basis of international experience
in different areas of business and thus provide systematic quality improvement in all
companies to implement them in business. In accordance with market trends and scientific
achievements, standards are subject to change and is periodically changed and amended.
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Acceptance of these standards also means a simpler comparison of the experiences of
companies around the world and find a solution for any shortcomings in the work. The
absence of barriers and differences in international business, a special contribution for
the establishment, maintenance and improvement of quality in the provision of catering
services to the global market.

Here are some of the most applied international standards in the hospitality sector.

Standards belonging to the ISO 9000 and relate to quality management:

ISO 9000 gives definitions of basic terms, standardization of terms,

ISO 9001 defines the requirements necessary for a quality management system,

ISO 9004, a more efficient and effective quality management,

ISO 9011, guidelines for internal and external control of the quality management
system.

ISO 14000, the management of environmental protection,

ISO 22000, the management of food safety,

ISO 26000, the management of social responsibility,

OHSAS 18000, the management of protection and safety at work,

HACCP, Hazard Analysis and Critical Control Point,

Probably the most important part of this standard is HACCP (Hazard Analysis
and Critical Control Points). HACCP system practically forms the basis of the ISO 22000
and next to it a certain basis of form and mention the standards of ISO 9000 and ISO
14000 HACCP is a system for the identification, assessment and control of hazards of
harmful effects on the health safety of food. The system includes the analysis and control
of biological, chemical and physical hazards from raw materials to the end product
that serves the consumer . Benefits application of the HACCP system is reflected in the
following: (Popov - Ralji¢, Blesi¢, 2012)

* Reduction of disease outbreaks caused by food

* Supply of population health safe food,

* The ability to meet the requirements of legislation and more effective inspection,

* The possibility of more effective and efficient operation food companies,

* Increasing competitiveness in the global market,

* Removing barriers to international trade,

* The possibility of an efficient introduction of new technologies and products,

* Increase profits,

* Contribution to better organization of work,

* Better control of the efficiency of individual workers on the job,

* Gaining the trust of consumers.

In accordance with the legal provisions of the Republic of Serbia, all the economic
operators who are in the chain of imports, storage, production, distribution of food
raw materials or products, and establishments engaged in further processing of food
(prepared dishes) and service, are required to implement HACCP system (Popov - Ralji¢,
Blesi¢, 2013). A good feature of this system is the possibility of implementation in all
establishments that provide food and beverage services, regardless of type, type or size.

It is especially important to point out that in the world a great deal about the
implementation of standards relating to food, and refer to the standards:
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- HALAL-standard confirming that the food in accordance with Islamic rules and
customs that are allowed for consumption and

- KOSHER-standards that confirm that food products meet the requirements
prescribed by Jewish law can consume them members of the Jewish religious community.

The application of these standards is particularly important for restaurants that
are located in the multi-ethnic communities, and on the basis of which they can gain a
competitive advantage and recognition among consumers. The special quality is achieved
by obtaining a certificate from the competent authorities, which guarantees the company’s
operations according to the principles of standards and quality systems.

Management welcomes guests in restaurants

To manage certain activities, it is necessary at the outset to have a clear idea of
which direction we want to go, that is what we want to achieve in the market. On the basis
of the target segment and a clear market orientation is necessary to ascertain the wishes,
needs and expectations of consumers on the basis of which further define the level of
quality to be achieved due to its satisfaction. Business catering companies see consumers
as the main target group of which largely depends. Their needs and desires are at the
center of marketing research, or in the center of overall business activity.

In order to obtain the necessary information research conducted are imperative in the
highly competitive market environment. The collection of more relevant data about consumers
- guests will be catering companies bring in a better position to provide better service and
thus contribute to greater satisfaction of the customer. From this it follows that the quality
management services and guest satisfaction, based on the knowledge of their expectations.
Knowing the desire guest significantly facilitates the activities of catering company, primarily
service personnel to fulfill these desires. Here you can talk and the provision of personalized
services, which certainly affects the perception of the quality of service to the consumer in a
positive way on the one hand, and the separation from the competition, on the other hand.

The expectation of consumers is changing due to numerous factors. If the service
provided does not meet all expectations, as a result, the dissatisfaction of the guest.
Service quality is largely determined by the ability of the service staft to meet expectations
- despite the professional staff and the belief that the quality of services provided, if the
customer believes that its needs are not met, the perception of the quality of service will
not be favorable to the catering company. In contrast, establishments that fail to meet the
needs of consumers, will be perceived as those who provide good, and quality service.
Therefore, the quality of service depends on the perception of consumers and therefore
it is very important to succeed in meeting the expectations of the guest the process of
providing catering services: (Galici¢,Ivanovic, 2008)

1. Guest wants made to feel welcome,

2. The guest wants to feel free and

3. The guest wants to enjoy.

The same authors, when it comes to potential guests, give the division into two
categories:

1. Guests who care about money and

2. Guests looking for quality.
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Regardless of which profile guest like catering companies should bear in mind that all
consumers expect a certain value for their money. This value is reflected in the quality and
safety of health products (food or drink), mode of service, the whole experience and so on.

Recognizing profile guest and his desire plays a key role in the market struggle and
the impact on the final perception of quality of service by the customer.

Some of the most common expectations of guests restaurants are:

« Fast and accurate service,

» Quality products,

o Affordable price,

o Friendly staff that is capable of responses to special requirements and

« A high level of hygiene .

Consumer satisfaction reflects their expectations, as well as current and previous
experiences that have to do with the product or service. The experience, whether it be
about the same or a competitive company, affecting expectations and provide a more
complete evaluation of the quality of service. In other words, consumers establish internal
standards on the basis of which assess the quality of the provided usluge (Bakic, 2010).
If there is no previous experience expectations can be formed on the basis of external
information under which are considered recommendations to friends, information from
the media, marketing activities and others.

Requirements guests today are significantly altered in comparison with the
requirements of a decade or further back in time. Significant changes can be attributed
to the dynamic lifestyle, dietary changes, economic situation, health-safe aspect,
technological innovation, social trends and others.

The most common requirements of modern guests are:

Peace - this involves the location of the restaurant in a quiet environment, pleasant
atmosphere in the restaurant and the absence of noise, but also the physical, health and
other risks;

Kindness - from service personnel are expected exquisite courtesy, politeness and
willingness to meet;

Kitchen - Food is one of the key elements when it comes to the selection of
restaurants. Although there are numerous specialized restaurants, guests have the need
to consume foods that are not able to prepare themselves to be made of organic foods that
do not contain allergens and the like.

Charm - because the hosts more demanding and particular about, they want to
experience the excitement at every turn, and at every stage of consumption catering
services. Attach great importance to aesthetics, to the interior of the facility and the food
they served. In addition, requiring the charm of staff with whom they are in contact;
Character - includes features that distinguish the restaurant from others. Thus, the
customer wants to stay in the restaurant that meets his expectations and the need - for
example. that is luxurious, it is very well thought of, that provides a unique experience
and the like; All this falls within the ambit of specific demands of modern consumers who
influence the perception of the service provided (Gali¢i¢, Ivanovic, 2008).

Levels of customer expectations can be different and conditioned by a number of
factors. What is important is their future impact on the formation of internal standards
within each individual, based on which evaluates the quality of services.
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Limits to which guests are ready to accept variations quality of service is called the
tolerance zone.

If the service level drops below the minimum acceptability, guests will be
dissatisfied, or if the level of service out beyond the zone of tolerance and thereby
exceeded expectations, the guests will be very pleased and positively surprised. Also, it
can be said that the guests do not register the level of quality of service if he is in the
zone of tolerance to such an extent as is the case when the level is found at the lower or
upper level. Tolerance zone does not have to be the same for all dimensions of quality
- depending on the importance of the guest attaches particular dimensions, zone of
tolerance may be completely different.

The desire of every catering company is to meet the expectations of guests as much
as possible or to be exceeded. In that endeavor, the company should attempt two things:

« To provide personalized service (keeping records of every guest - what has been
sending message, what he likes and what not to eat, the previous problems and the like.)

« Do not give too much promise.

How to identify unmet needs and desires of consumers, enterprises resort to
marketing research, but that research was as useful for managers of catering establishment,
consumer research should be oriented towards collecting the essential information.
Certainly that has been providing the highest possible levels of service quality imperative
catering companies, but this leads to an increase in their expectations for the next visit).

Consumer satisfaction and his loyalty

Every company strives towards a goal which is called satisfied customer. It is
often the case that in reality consumers are not always, or completely satisfied with the
service provided or its quality. This can result in consumers turning to other providers
of the same type of services or the formation of loyal users if their needs and desires
are met to a greater extent. Customer satisfaction depends on the level of satisfying the
needs and desires of consumers or customers in a restaurant. Satisfaction is defined
as an opinion arising from the difference between the perception of used services and
expectations from it. As factors that largely affect consumer satisfaction, according to
perceived quality, awareness of the product or service, value as the ratio of perceived
quality and price, previous experience of consumers and others. The quality of the
delivered services is not the only determinant that affects consumer satisfaction.
Some of the additional determinants are certainly personalized communication and
product (service), payment method (eg. A discount for regular customers), unique
atmosphere and environment and so on. The aforementioned determinants except
that affect satisfaction, it is clear that the causes of discontent and encourage, in
turn, enthusiasm service. Certainly it is not possible to fully predict precisely the
level of customer satisfaction but should analyze all the influences or factors in order
to extract the critical moments in the “delivery” quality and find solutions for its
improvement.

Factors causing dissatisfaction in restaurants can be related to unwanted
characteristics of the product (cold food, small portions, under-cooked foods, low levels
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of hygiene utensils, etc.), But also to ineffective service processes (impolite staff, long
waiting time , mistakenly received orders, incorrect billing, etc.). In the absence of these
factors, the satisfaction is most often will not increase, but if they are present, the pleasure
will certainly be less. Factors that create a sense of satisfaction among consumers are
usually expected characteristics of a product or process. Consumer satisfaction is the
main determinant in retaining existing customers on the one hand, and attracting new
(potential), on the other hand. Since consumer satisfaction hospitality service provided
affects future behavior and choice of services, it can be said that satisfaction is directly
related to loyalty to a particular catering establishment. Satisfied customers in the current
time bring profit catering company, or to the same consumers maintain and create more
profit in the future, pleasure or delight must grow in loyalty.

If satisfaction is not high, the consumer can, despite some satisfaction with
the services of a company, decide to also use the services of competing companies.
Consumer loyalty and also leads to an increase in the number of new customers or guests
the restaurant, which will certainly be the best marketing for the restaurant assuming
themselves to be satisfied with the service.

Some of the benefits of having a restaurant of loyal guests are: (Barjaktarovic, 2013)

« Retention of existing guest

« The emergence of new guests based on the recommendations of loyal guests

« The continuous inflow of funds,

« Reducing the costs of advertising,

« Establishing partnerships catering facility and guests,

o Benefits in the competition, and

« Planning of operations (procurement, etc.)

Consumer satisfaction depends mainly on the benefits obtained by consuming
catering services. In some prestigious restaurants and hotels benefit is not only reflected
in the consumption of high-quality prepared foods to be friendly staff quickly delivered,
but sometimes only in the presence of such objects brings some benefit to consumers (not
uncommon that consumers opt for some restaurants just to to be seen, or to sit next to
celebrities).

Such as used for the restaurant, which benefits the guest acquires due to loyalty
restaurant are not negligible and are reflected in:

« guest satisfaction because they return,

« Proven quality of food and drinks,

« Providing faster and better services due to the knowledge of the needs and wishes

o Build trust and security

o Acquisition of benefits for loyalty

Due to significant mutual benefits arising from loyalty, restaurants need to work on
establishing a long-term stable and even friendly relations with the guests.

Totally satisfaction creates loyal customers, while increasing the level of satisfaction
can achieve continuous improvement of quality of service and therefore it is necessary to
constantly monitor levels of consumer satisfaction (Kosar, Raseta, 2005).

« The system of complaints and suggestions;

« Monitoring of customer satisfaction through questionnaires or phone calls;

« With the advent of mysterious consumers or guests and
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« By monitoring and analyzing the reasons why some guests stopped to use the
services of catering company.

Since customer satisfaction largely conditioned by whether the customer will be
loyal to the company, the focus of managers should find quality as a basis that ensures
guest satisfaction. Besides the aspects of product quality, special importance in creating
satisfaction certainly has helpful staff that is in direct contact with the guests. To its
guests satisfied, it is necessary that the employees are happy and motivated to work. No
staff among ruled satisfaction during their daily activities, it is not possible to provide
quality service and ensure customer satisfaction. If you meet the above conditions,
we can expect satisfaction, and due to the existence of continuity and loyalty catering
company.

Continuous measurement of customer satisfaction is of great importance
for the business of restaurants, since the basis of the results can consider possible
shortcomings that affect the level of (dis) satisfaction of the customer and also provide
guidance and to cope with competition. The most common tests of guest satisfaction
conducted by interviewing guests after gaining experience with the services of a certain
restaurant. In addition to the instrument SERVQUAL and DINESERYV, restaurants
can engage mysterious guests (mystery shoppers) who, after the experience in the
restaurant complete the questionnaire and in this way to express satisfaction with the
service provided. It is often the case that these specially hired “guests” have special
requirements to test and make sure the staff in their professionalism and knowledge.
Additional insight into the satisfaction of our guests are appeals, and guest comments.
In addition to the book of impressions, modern consumers often share experiences
on the internet blogs, social networks or directly on the website of the restaurant, if
it is technically enabled. Monitoring these types of reviews of experience in a given
competitive or restaurant, provides an excellent basis for directing actions towards
improving the quality of services.

Conclusion

Position organization of the market and competition depends on the
competitiveness of products. In order for the product and services were more accessible
to the consumer organization-systems will need to look at all aspects. All resources must
be mobilized to the efficient and effective implementation of defined vision and goals. The
quality and control the production process involved in all segments. The analysis which is
made restaurants set new goals. Quality management processes within the organization
considered in its entirety and coordinated towards the realization of the universal goal -
satisfying the consumers fully.

TQM concept in a quality manner allows businesses, regardless of size, to
improve production processes, reduce the number of errors, increase performance,
in an affirmative way it works on the staff with the aim of competitiveness and
profitability TQM methods and tools effectively show the current status of the
organization, monitoring of all parameters, reducing the number of defects,
indicating what the problem is and offer concrete solutions for organizations. The use
of methods and tools, with real data, represents a powerful tool for troubleshooting
and continuous improvement.
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Applying TQM employees active participation in the realization of the production
process. Managers define plans and activities with a clear message that without
comprehensive application quality no successful organization. Implementation of projects
is focused on continuous improvement of quality of service and the joint implementation
of managers and employees, because only qualified team has a chance to make a quality
product and satisfy consumers.

Serbia is quite late with the application of TQM concepts. Businesses are not
competitive, products of lower quality, under-skilled workers, production processes
obsolete. Foreign companies investing in our country contribute to our companies and
workers to accept a new way of doing business and to make sure that no matter where
the organization operating the quality is recognizable everywhere and has the only real
value for consumers.

The goal of the company is applying the concept to provide a leading market
position, recognition, confidence and satisfaction-dense, with a vision of the future and
the constant application of quality improvement. Futur organization is hard to imagine
without the full implementation of “Total Quality Menagment’, because the quality is
recognized and has become a way of life for consumers.
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THE INFLUENCE OF MANAGEMENT OF HUMAN
RESOURCES ON MOTIVATION AND JOB SATISFACTION

Abstract

Major changes in recent years have affected the work of the organization. Successful
business requires great flexibility, accountability and speed of product development and
services. In the heart of the success of the organization, to achieve the mission and
vision, lies highly qualified staff that is motivated, loyal and concentrated on achieving
the objectives. Motivation is the effect that causes, directs and maintains the desired
behavior of people. Human resources are the most creative and driving force of the
organization. The level of training for work, working habits, level of responsibility
and the quality of the relationship to work, their motivation and creativity depend on
the future performance of the organization. Construction quality motivational system
can increase the competitive ability and value of the organization. Job satisfaction is
related to a positive emotional reaction and attitudes of employees towards their work.
Job satisfaction significantly affects the efficiency and effectiveness of employees. This
paper presents the results of research and analyzed the impact of human resource
management on motivation and job satisfaction in the public sector.

Key words: human resources, motivational factors, theories of motivation,
motivation and job satisfaction.

JEL classification: M21, M54

UTICAJ MENADZMENTA LJUDSKIH RESURSA NA
MOTIVACIJU I ZADOVOLJSTVO POSLOM

Apstrakt

Velike promene tokom poslednjih godina uticale su na rad organizacija. Uspesno
poslovanje zahteva veliku fleksibilnost, odgovornost i brzinu razvoja proizvoda i usluga.
U srcu uspesnosti organizacije, ostvarenja misija i vizija, lezi visokokvalifikovano
osoblje koje je motivisano, odano i koncentrisano na postizanje ciljeva. Motivacija
Je uticaj koji izaziva, usmerava i odrzava zeljeno ponasanje ljudi. Ljudski resursi
predstavijaju najvecu pokretacku i stvaralacku snagu organizacije. Od stepena njihove
osposobljenosti za rad, razvijenosti radnih navika, nivoa odgovornosti i kvaliteta
odnosa prema radu, njihove motivisanosti i kreativnosti zavise buduce performanse
organizacije. Izgradnja kvalitetnog motivacijskog sistema moze povecati konkurentsku
sposobnost i vrednost organizacije. Zadovoljstvo poslom se odnosi na pozitivnu
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emocionalnu reakciju i stavove zaposlenih prema svom poslu. Zadovoljstvo poslom u
znatnoj meri utice na efikasnost i efektivnost rada zaposlenih. U ovom radu izneti su
rezultati istraZivanja i analiziran uticaj menadzmenta ljudskih resursa na motivaciju i
zadovoljstvo poslom u javnom sektoru.

Kljucéne reci: ljudski resursi, motivacioni faktori, teorije motivacije, motivacija i
zadovoljstvo poslom.

Introduction

In today’s business, market conditions, everyday technological and economic changes
contribute to the economy with new business challenges, which have arisen as a result of a
dynamic market environment. An increasing number of organizations achieves a competitive
advantage thanks to the quality of human resources. Human resource management is
considered a key activity management, whose mission is to provide quality workers, reduce
operational costs through effective recruitment, takes account of the needs of employees and
manages complete administration regarding the relationship of the organization to employees
and their position. “Management of competent people requires constant balance between
human aspirations and meeting strategic and financial needs of the business” (Torrington,
Hall, Taylor, 2008).

Work motivation proved to be one of the most important prerequisites of work
efficiency and achieving the targets of both individuals and the entire organization. Percentage
of motivation in organization is directly proportional to the quality of the results achieved and
the level of development of the organization. Every manager wants to have a large number
of motivated individuals and groups in your organization, which is of great importance in a
planned and systematic work to improve the morale and motivation of employees, which
in turn largely falls within the scope of work of experts in human resource management
(Pordevi¢-Boljanovi¢, Pavi¢, 2011, p. 252).

In keeping with the theme of work, we will deal with research and analysis of the
impact of human resource management in the public sector employees and the presentation
of the decisive factors that influence the motivation and job satisfaction of employees in
public institutions in Pancevo. This research highlights all the more topical phenomenon of
motivation and its undeniable impact on improving the quality of working life of employees,
but also to increase their working engagement. The goal is to determine the level of
motivation of employees in the public sector, including analysis of all significant aspects
of work motivation and context of the transaction, which would symbolically pointed to a
current picture of the general state of satisfaction and a certain way to identify the factors
that are the primary source of employee dissatisfaction at work. The scientific objective of
this paper is to highlight the importance of the contribution and activities of human resource
management as a scientific discipline and business functions to achieve the organization’s
goals, as well as the motivation of employees to achieve these goals by his conduct, which
reflects a good quality business.

The structure of the work, in addition to the introductory part and conclusion, it consists
of four parts. In the first part the attention is paid to the factors of motivation to work, or
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motivators and demotivators. The second part is a theory of motivation, theory of motivation
content and process theories of motivation. In accordance with the present concepts and
theories are given concrete examples and guidelines that managers can be useful for initiating
and directing the behavior of people at work. In the third part of the paper we emphasized the
specifics of motivation, productivity and job satisfaction as individual categories and discuss
their mutual interaction. Mutual link these relations is a matter for the analysis of the impact
of job satisfaction has on employee motivation, and motivation level of impact on work
efficiency. In the third part of the survey is analyzed and interpreted the results of research on
the case of the public sector in public institutions in Pancevo, as well as the conclusions that
can be drawn from it.

Theories of motivation to work

Theories of motivation can be divided in different ways, but the most famous is the
division into two basic groups: the theory of motivational content and process theories
of motivation. The theory of motivation emphasize the content needs of the people, and
emphasis on the motives that employees strive to achieve in organizations. Theories of
motivation process focused on the processes and methods by which managers are encouraged
satisfaction among employees.

According to Maslow’s theory of needs (Ivancevich, Lorenzi, Skinner, Crosby, 1997),
people in the organization runs five primary needs which are hierarchically sorted, so that an
individual to meet the needs of more hierarchical be crossed only after satisfying the needs
at a lower level. These needs are physiological or existential (needs that each individual has
as a biological being - the need for food, water), security needs (the need for the physical and
psychological safety - protection against external hazards, health care, protection of personal
integrity, pension and social insurance), social needs (need for love and friendship and a
sense of belonging), the need for respect and self-esteem (need for respect by others, as well
as self-esteem, which derives from each other) and the need for actualization (the need for
personal development, self-actualization and realization of all their capabilities, talents and
full potential).

Modification of Maslow’s theory of motivation represents Alderfer ERG theory
(Hellriegel, Jackson, Slocum, 2002) which contains three types of needs that are not listed
hierarchically, and they include: basic needs (need for food, air, water, certain benefits
and adequate working conditions), the need for connectivity (for the purposes of placing
and maintenance good interpersonal relationships with co-workers, superiors, friends and
family) and development needs (need for personal development and personal advancement
usavrSavaljem). His opinion is that when a person satisfying the needs of a higher level, then
the person begins to invest double efforts to the needs of lower level.

McClelland’s theory (Wright, Noe, 1995) of needs is exclusively focused on work
motivation and work behavior explains the importance of individual motives, which is
considered fundamental, objective of the awards is a sense of satisfaction and pride. According
to this theory, there are three groups of factors that affect the satisfaction of employees in
the organization: the need for power (desire for influence and control over the people, as
well as over their affairs, activities and tasks), the need for achievement (the tendency of an
individual employee or to achieve success in the work place) and the need for the association
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(aspirations to friendly relations, cooperation and human relations based on high trust and
understanding), (Petkovi¢, 2009).

Motivation - hygiene theory, or the theory of two factors, based on factors work in
combination with working conditions. Motivation - hygiene approach also represents a
modified version of the theory of necessity. Unlike Maslovljevog views and orientation to
the needs of people Herzberg is his research (Hellriegel, Jackson, Slocum, 2002) showed
that satisfaction and dissatisfaction are not opposite ends of the same continuity, but there
are two completely different dimensions: satisfaction in relation to the lack of discontent and
dissatisfaction in relation to the lack of satisfaction. In addition, Herzberg’s factors influencing
satisfaction called motivation, and factors that encourage discontent called hygiene (Pavi¢,
2011, p. 65).

To understand the theory of two factors, it is important to stress that, in practice,
quite understandably, factors affecting the dissatisfaction can not cast you forth, and that
their existence in companies inevitable. On the other hand, Herzberg’s assertion (Hellriegel,
Jackson, Slocum, 2002) that through job enrichment can be achieved by motivating employees
was often criticized. It is believed that this view influenced the simplified understanding of
the categories of satisfaction and dissatisfaction, which this theory gained a lot of critics, but
also supporters. If we accept this theory as valid, then the task manager is primarily related
to the provision of organizational conditions and encouraging inner motivator in employees,
primarily non-financial forms of remuneration.

Goal-setting theory has defined Edwin A. Locke (Lock,1968). According to him,
motivate employees three mechanisms: a specific and clearly defined objective, InformationLa
feedback on the achievement of set goals and employees’ participation in setting goals. The
goal will motivate the individual or the employee, if clearly defined, if it is harder but if
desirable and achievable. If goals are unattainable and too heavy, it can be counterproductive,
and it is necessary that the employees themselves participate in defining the objectives, it will
be easier to accept and consequently implemented.

The theory of equality or justice (Adams, 1965) is based on the constant comparison
of employees with collective. Employees are very important as far as they themselves are
rewarded for our work and effort, but they more importantly how many others have been
awarded for the same work. When employees realize that there is inequality and to challenge
injustice, then comes to the creation of tension, which is a signal for managers to change
the work environment and business policies to ensure an equitable relationship among
employees. According to this theory, in addition to wages, the factors that are compared are:
status at work, physical work conditions, technical equipment of the workplace, employee
involvement in decision-making and the like.

Expectancy theory (Vroom, 1964) is based on the assumption that most of the behavior
of individuals, organizations and employees in the fruit of their free choice. Expectations
Model consists of three important related components: behavior-outcome valence and
effort-result. According to this theory, individuals are motivated to understand that there is a
favorable combination of what is important for them and what they expect as a reward for the
hard work and then behave in an appropriate manner (Cerovi¢, 2013, p. 217-218).
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Motivation for work, labor productivity and job satisfaction

People, their needs, motivation, productivity and job satisfaction of becoming the
center of attention of human resource management, as it became clear that human capital is
the main tool of competitive abilities and strengths in the global market. Motivation can be
defined as a set of factors that drive and guide people and encourage them to persevere in
their efforts to achieve a specific goal (Villiams, 2011, p.232). People who are committed to
the organization in which they work, they are ready to fight for the realization of its goals and
feel satisfaction over the progress of the organization (Pordevi¢-Boljanovi¢, Drazeta, Babic,
Dobrijevi¢, 2013, p.253). To operate successfully, every organization needs to find an optimal
combination of material and non-material incentives for their employees, which depends on
many factors: the sector in which it operates, competition in the labor market, the nature of
the transaction structure. Tangible motivation is under the direct influence of the organization,
its policies and practices. Immaterial incentives involve employees more active role in taking
responsibility for improving operations and powers on major business decisions (Cerovi¢,
2013, p.212). To ensure adequate quality of employees in organizations, it is necessary to
offer an adequate level of earnings, which is only a necessary condition, but not sufficient.

If you really want to motivate someone, we have to understand their needs and goals.
In the first phase of the motivational process is the formation of motives, or that activities of
the employee towards the achievement of a specific goal. In the second phase, these activities
produce a certain effect, but in the third there is employee satisfaction effect, as the logical
consequence of the effect of certain awards. It is assumed that employee satisfaction effects
of their own work, or the award reproduces motive and thus closes the circle, a motivational
process starts again (Cerovié, 2013, p. 209). Motivational drivers are factors that are essential
for the success of the changes, and they are: a clear vision, unified and decisive team
implementing changes, education of participants and communication with all those who at
various levels should implement changes, or that their resistance can them huts. Motivation
in the organization is fostering and causing the will to work and work performance. Active
people and their behavior has been encouraged by certain causes and goals that arise as a
stimulus to creativity or initiative motives or actions. The motives are psychological factors
that drive the activity, direct and maintain activity for achieving the objective that can meet
specific needs (Kordi¢, Pajevi¢, 2007). According to the origin of the motifs are divided into
biological and social, according to a source in the external and internal (Masic¢, 2010, p. 341).
The award is an external motivator that influences the man to re-apply some form of behavior
in order to achieve the same effect. Internal motivators are related to the complacency of the
performance of certain activities (Masi¢, 2009, p. 329). Motivation is closely related to the will
and therefore unpredictable. Particularly interesting are the three characteristics of motivation:
encouragement, guidance and strength (Mitchell Daniels, 2003). Motivation is influenced
by many factors: individual characteristics, job characteristics and the characteristics of the
company (Cerovié, 2013, p. 207).

Productivity as one of the most important criteria of efficiency of labor depends not
only on the established social relations but also on ways of organizing work and business.
When productivity in the narrow sense takes only one factor - labor (Bara¢, Staki¢, 2008).
By tracking employee productivity organization basically accomplishes two main objectives
(Przulj, 2007, p. 299):
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1) Increasing the level of commitment of the employees at work - motivational
potential of this process stems from the feedback on the results of the employee (the need
for self-realization), as well as the recognition result (the need for respect). In addition, this
process can indicate valuable message to employees on how to evaluate and respect their
work.

2) Establishing a plan for future development of employees - monitoring and
performance evaluation of working allows employees to have a clear idea of what is expected
of them and what results were achieved. Individuals wishing to obtain information about their
work - which is the basis for obtaining a just reward, job security, professional development
and career planning.

Tounderstand the cause - poslednickog relationship of motivation and labor productivity,
in terms of organization must be assumed that the motivational component especially
important. Specific features of motivation contribute to the shaping of this relationship in
a way that suggests that productivity as a goal depends on the motivation of such funds.
This means that when productivity increases, it is expected to grow and motivation, because
motivation is followed by productivity or productivity precedes motivation.

In many of our organizations, there is no continuous measurement of motivation and
employee satisfaction. Measuring motivation is possible by using three basic techniques:
interviewing workers, evaluating the behavior of workers and performance measurement
(Cerovié, 2013, p. 213). The motivation for the work is related to the topic of job satisfaction,
job satisfaction also has been associated with creativity, and enhancing motivation and
promotes creativity, the creative energy assessments that give pleasure and joy of life.
Creativity and satisfaction are related aspects of labor (Jovicevic¢, 2010).

The problem of motivation and employee satisfaction becomes particularly significant
interms of the current transitional changes. The upcoming market transformation organizations
require secure the achievement of a number of preconditions, among which the important
place occupied by the establishment of the new system of motivating employees, based on
continuous measurements to customer satisfaction, and motivation of employees. Measuring
employee satisfaction is an unavoidable part of the process of organizational management
for positioning the organization as a whole and its organizational units that work in strategic
analysis and strategic choices. Under employee satisfaction involves a subjective assessment
of the degree of satisfaction arising from the assessment of personal satisfaction with various
aspects of their loyalty to the organization. Employee satisfaction primarily relates to the
perception of employees and the degree to which they met their motives, a first motives which
are seen as important for their engagement. Understanding employee satisfaction is essential
for a more complete understanding of the effects of variations of incentives and motivation
of employees, particularly if they are relevant to employee satisfaction. Measuring employee
satisfaction should always be accompanied by measurement of employee motivation. These
two systems of measurement are performed simultaneously. We should bear in mind the basic
assumption that the motivation is always at the center of employee satisfaction.

Research methodology

Human resource management has long been an important link in modern business.
The basis of quality labor organizations are employed. Employee satisfaction has a huge
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impact on their results, as well as the success of the organization. For a successful business
requires analysis of business, human resource planning, recruitment and selection, training
and development of employee skills, career development, promotion, rewarding and
motivating employees.

The subject of the research is to describe the impact of human resource management
in the public sector employees and see the decisive factors that influence the motivation and
job satisfaction of employees in public institutions in Pancevo.

The research in this paper provides answers to the following questions:

*  How many employees are satisfied with cooperation with their colleagues at
work and interpersonal relationships?

* Have employees participate in some segments as a team to achieve mutual
outcomes and improving the quality of business?

*  The extent to which employees are satisfied with working space in the service?

* Do staff have the necessary equipment and materials for the proper and timely
performance of work?

*  Are employees satisfied with monthly income?

* Do employees believe that salaries should be higher taking into account the work
they do?

*  Are employees satisfied with regular cash income?

*  Are staff in the past month received verbal recognition for a job well done?

*  Are employees rewarded financially during the year for a successful job?

* Do staff have the chance to advance in the coming year?

*  How many employees are satisfied with investment in professional training
(professional meetings, postgraduate studies, foreign languages) for successful
work in the organization?

*  How satisfied are opportunities to put your ideas about improving the quality of
work put forth superiors?

* Do staff have a sense of job security in the current workplace?

*  Would you change your job, or from the public sector to the private proceed?

*  Arepublic sector employees motivated and satisfied with the work they perform?

This research can help to give a true picture of business in the public sector and to
emphasize the importance of the contribution and activities of human resource management
as a scientific discipline and business functions to achieve the organization’s goals, as well as
the motivation of employees to achieve these goals by his conduct, which is reflected in good
and quality work. The importance of the research is realized in the reflection of the current
state of employee satisfaction, while the results suggest that indicators need to be improved
for better functioning of the public sector, providing quality products and services.

Survey instruments

The survey was conducted from 15 march to 20 june 2016 in the public sector, in
public institutions in Pancevo. Participation of employees in the survey was voluntary and
anonymous, which is fully secured protection of personal data on employees. For the study
used a structured questionnaire, designed so that the first questions relating to demographics,
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followed by studied categories of employee satisfaction, which are organized as sets of
assertions. Questions are closed, and the respondents were able to express their agreement
or disagreement with respect to the given claims. The survey consists of 15 questions.
Questions were ranked marks from 1 to 5, where 1 means completely disagree, 2 disagree,
3 am indecisive, 4- agree, a 5- completely agree. The survey is tailored case studies and
indicators included in the assessment of pleasure at work are: the satisfaction of material
income, reward system, relations with co-workers, promotion, personal development, job
security and overall satisfaction. The data is subsequently processed and analyzed as follows:
the application of statistical techniques with numerical indicators, interpretation of results,
putting emphasis on incentives within which there is a significant difference between the
degree of their importance and satisfaction. All of this will make sense when we know that
the best use of the obtained information, information about job satisfaction, and how to bring
them under the most correct decision.

Analysis of survey research staff with discussion

The study included 100 respondents employed in the public sector during the period
from 15 march to 20 june 2016. in public institutions in Pancevo. Given the fact that the
public sector is closed in terms of wages, thinking about your position at work and other
elements that contained a questionnaire, was the only way to get results. It was found that the
employees have the following general characteristics:

- Gender structure of employees - from a total of 100 respondents was fortified to
make the 43 respondents, or 43% of males and 57 form the respondents, or 57% of the female
gender.

- Structure of employees by age - to determine the age structure were determined
intervals respondents: 30 years, 30 to 50 years and for over 50 years. On the basis of the
research, it can be stated that in the public sector most represented age group over 50 years,
which the 59 respondents, or 59%, followed by the age group of 30 to 50 years, which the 39
respondents, or 39% of the age group to 30 years, which the two respondents, or 2%.

- Employee-structures based on qualifications - examination it was determined that the
largest group consists of employees with VII level of education, ie university graduates, 53 of
them, or 53%. Employees with VI level of education has a 9 or 9%, while employees with IV
level of education has a 38 or 38%.

- Employment structure by years of service - to determine the structure of the employees
are determined intervals of service - category up to 5 years, from 5 to 10 years, from 11 to 20
years and over 20 years. On the basis of the research, it can be stated that in the public sector,
the most common category of over 20 years of service, which the 45 respondents, or 45%,
then the category of 11 to 20 years, which the 37 respondents, or 37%, while the category of
5 to 10 years belonging to 16 patients, or 16%, and the category of up to 5 years of service
belonging to two respondents, or 2%.

In the text below we analyze the questions contained in the survey response rates and
comments received from respondents.

1. To the question: “How much are you satisfied with the cooperation with colleagues
at work and interpersonal relationships?”’, Most of them responded that they are satisfied - 67
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respondents, or 67%, while 33 of them, or 33%, said they were dissatisfied. Based on these
results it can be concluded that employees are satisfied with cooperation with their colleagues
at work and interpersonal relationships, which creates a positive working atmosphere, an
atmosphere of teamwork and positive impact on the work of the entire public sector.

2. To the question: “Did you participate in some segments as a team to achieve mutual
outcomes and improving the quality of business?”” Most answered that they participate in
teamwork in order to achieve joint results - 53 respondents, or 53%, while 37 of them, or
37%, responded to the contrary. Based on these results, we can conclude that the majority
of respondents satisfied with participation in teamwork to achieve common results, which
creates a positive working atmosphere and has a great impact on the quality of products and
services of the public sector.

3. To the question: “To what extent are you satisfied with the working space in the
service?”, Most of them responded that they are satisfied - 59 respondents, or 59%, while 35
of them, or 35%, responded neither unhappy nor dissatisfied, and 6 patients and 6% said they
were dissatisfied. Based on these results, it can be concluded that employees are satisfied with
working in the service area, which creates a positive working atmosphere and positive impact
on the work of the entire public sector.

4. To the question: “Do you have the necessary equipment and materials for the proper
and timely performance of work?”, The majority of respondents, 83%, or 83, said they have all
the necessary equipment and materials for the proper and timely performance of work at the
workplace, while 17 respondents or 17% said the opposite - it does not have all the necessary
equipment and materials for successful job performance. This can be a very important factor
for the work and productivity of employees, as 17% or 17 respondents, or thinks he does
not have all the necessary equipment and materials for activities and jobs, which can be the
cause of their dissatisfaction and lack of motivation to do their jobs. For the public sector the
prevailing opinion is that all workplaces equipped to a large extent, and even excessive for
the performance of certain business activities. However, in the public sector there are a large
number of jobs related to the direct production of goods and services, as well as the jobs of
maintenance of electrical installations, telefenskih and Internet installation. If employees at
these workplaces have all the necessary equipment, it will extremely affect their productivity
and satisfaction with the performance of a specific task.

5. To the question: “Are you satisfied with monthly income?”, Most of them responded
that they are satisfied - 56 respondents, or 56%, while 44 of them, or 44%, said they were
dissatisfied. This result breaks the prejudice about that in the public sector, high salaries,
because there are parts of the public sector such as education, health and police, where wages
are below the national average. It could be said that more than half of employees are satisfied
with their salary because it is above the national average. The results can be interpreted in
such a way that even the average wage does not provide a normal and peaceful life, but
employees constantly strive to increase their wages. Wages in the public sector are certainly
not as much as would employees want, but they are above the national average. However,
the fact that wages are above the national average does not mean that employees should be
satisfied. This result can be viewed from different angles, with respect to that salary is not the
only motivating factor for employees. From the standpoint of human recourses, this result
can be interpreted as problematic in motivating employees, but due to the constant tendency
of employees to higher earnings, this is not the key factor of motivation for employees in the
public sector.
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6. To the question: “Do you believe that salaries should be higher taking into account
the work you do?”, The majority of respondents, 78, or 78%, responded that they thought
should have higher wages due to work performing, while 22 of them, or 22%, responded
to the contrary. This large number of public sector employees who feel that they deserve a
higher salary can be interpreted from different perspectives. First of all, there is a tendency
for people to make more money, but it is very important and the general economic situation
in the society, which is characterized by usually low salaries. So that even though 78% of
employees are satisfied with the salary he receives, some employees considered that deserves
greater. This indicator is for the management of human resources is more important than the
previous question, given that more points to dissatisfaction of employees earnings, or the
perception of the amount of earnings in relation to the weight and volume of work they do.
On the other hand, only 22% of respondents believe that their salaries should not be increased
due to the work they do, so it can be assumed that the employed with relatively high incomes
for our economic circumstances or on employees who actually perceive the weight of your
work and the amount of their salary and have a realistic comparison of their salaries and their
work with the salaries of other employees who perform other tasks they probably considered
more difficult and complex.

7. To the question: “Are you satisfied with regularity plate?”, The majority of
respondents, 97, or 97% responded positively, while 3% of them, or 3 respondents answered
negatively. Given the fact that wages in the public sector has long been regular, the fact that
the majority of employees satisfied with regularity of payment of wages is not at all surprising.
Ifthe employees in the public sector is one of the most important factors of motivation regular
payments of salaries, then this is a great result for human resources, due to the fact that one of
the main factors influencing the motivation of staff met to the fullest extent, and that for the
sake of increasing motivation employees should turn to other factors that influence to ensure
that employees are motivated.

8. To the question: “Are you in the past month received verbal recognition for a job
well done?”, The majority of respondents, 56, or 56%, declared that in the last month received
a verbal commendation for a job well done, while 44 respondents or 44%, did not receive a
verbal praise for a job well done. Given that, on the basis of the results obtained, the same
number of respondents received a verbal recognition, it can be concluded that it is not enough
when the motivation of the employees concerned. As it is known, is one of the most important
factors of motivation did praise the master to successfully perform the job.

9. To the question: “Are you financially rewarded during the year for a successful job?”,
29 respondents or 29% said yes, while 71 respondents, or 71% gave a negative answer. As it
is desirable from the standpoint of motivation of employees, more employees should receive
verbal praise for successfully carried out a job, but more importantly in this day and age that
their work be successful and financially evaluated. The more employees being rewarded, it
will be higher employee satisfaction. The best way for everybody to be satisfied is that the
whole process of awarding cash prizes and bonuses, and possibly also the evaluation, to be
as transparent and accessible to all employees, which will prevent employee dissatisfaction.

10. To the question: “Did you have a chance to advance in the next year?”, 29
respondents or 29% said they expected a chance to advance in the coming year, while 49
respondents or 49% said they do not expect promotion in the coming year. The answer “do
not know” gave 22 respondents, or 22%. Given the fact that the possibility of promotion is
an important factor of motivation of employees, as well as concern may be taken obtained
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information that nearly half of employees do not expect any opportunity for advancement,
and even 22% of respondents do not know whether you will get any chance. The task of
human resources in the public sector is to examine why such a small number compared to all
employees expected to have a chance for advancement, as well as to investigate why 22% of
employees do not expect or does not know whether it will get that chance.

11. To the question: “How satisfied are you investing in professional training
(professional meetings, postgraduate studies, foreign languages) for successful work in the
organization?”, The majority of respondents, 52, or 52%, responded that they were satisfied,
32 respondents or 32 % responded that they were dissatisfied, while 16 respondents or 16%
said they were not satisfied nor dissatisfied. Based on these results, it can be concluded that
employees in the public sector are satisfied by investing in professional training.

12. To the question: “How satisfied are you with the conditions and possibilities to
put your ideas about improving the quality of work bring up superiors?” Most respondents
answered they were satisfied, 48 of them, or 48%, 32 respondents or 32% said they were
dissatisfied, while 20 respondents or 20% said they were neither satisfied nor dissatisfied.
Based on these results, it can be concluded that employees in the public sector that pleased
with their ideas about improving the quality of work put forth superiors.

13. To the question: “Do you have a sense of job security in the current job?”, The
majority of respondents, 45, or 45%, pleaded feel confident about their current job, while
35 respondents or 35% responded that their job is not considered safe, while 20 respondents
or 20% said they did not know whether their workplace is safe, or that they do not know
whether to consider it safe or not. Based on these results, we can conclude that there has been
a significant change, given that the earlier the public sector went into retirement, but today
this is not the case. In this case, fear of job works on motivating employees, because in order
to keep their job and position, must strive to work more productively.

14. To the question: “Would you change your job, or from the public sector to the
private proceed?”, The majority of respondents, 46, or 46%, responded that certainly would
not have changed jobs and moved to the private sector, followed by 42 respondents, or 42 %
responded that under certain conditions may be moved from the public to the private sector,
while 22 respondents, or 22%, is not at all sure whether they would change jobs and under
what conditions. It is this balance in the answers on the transition from the public to the
private sector gives a picture of human resource management that neither the public sector
is no longer the most desirable place to work and motivational factors should be given great
attention, in some cases because of dissatisfaction would not have been a significant transition
highest quality employees from the public to the private sector, which would decreased the
quality of products and services that the public sector provides.

15. To the question: “Are public sector employees motivated and happy with the
work that they carry out?”, The majority of respondents, 59, or 59%, responded that they
were satisfied, 32 respondents or 32% said they were dissatisfied, while 9 respondents, or
9%, reported that they are neither satisfied nor dissatisfied. Based on these results, it can
be concluded that the public sector employees motivated and satisfied with the job they do,
which creates a positive working atmosphere, an atmosphere of teamwork and a positive
effect on the operation of the entire public sector.
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Conclusion

Modern public sector does business in more complex terms, conditions which forced
him to continually reviewing and improving its business policy. Public institutions must
be prepared to effectively respond to new requirements arising in the market, but also to
effectively cope with all the dangers that are present every day. It can be concluded that human
resource management as a scientific discipline and the business function has a specific task in
the public sector to establish a balance between the objectives and the needs of employees and
the goals and needs of individual authorities and institutions in the public sector. The quality
of public services is increasingly dependent on competencies of employees who implement
the core activity. Therefore, the position of human resources required to develop new policies
to recruit and retain the necessary skills for public service with high efficiency. In order to
adapt human resources to current and future needs of the public institutions in Pancevo, it is
necessary continuing education of employees.

Incentives and motivation theories have a strong role in motivating employees to
achieve their own and organizational goals. For public sector employees as a motivation
factor most affecting the regularity of income and career prospects. Regularity of income
is the most important factor of motivation, a great impact recorded the opportunity for
advancement. In contrast, studies have shown that employees are not motivated so much job
security, at least not the majority of employees in the public sector. Based on the research
results, the employees are properly motivated to perform duties and tasks. Public sector
employees have completed all the tangible and intangible prerequisites for successful work
and provide quality products and services, from the regularity and level of income through
promotion, through oral and cash awards for successful work. This makes them motivated
to perform their duties well and what better way to raise the reputation of the public sector.
The public sector is increasingly used modern techniques and human resource management
policies to employees prepared and successfully motivated to do the job.

Contemporary public institutions develop fully in line with how much to invest in their
employees and how to inspire. Therefore, it is especially important to the proper motivation, the
introduction and use of a motivator in the workplace and with good personal communication
at all levels to improve performance and productivity. The basic recommendation is to keep
the good results in the areas in which it was noted that the employees are satisfied. However,
at the same time be effective to work on improving results in areas where it was shown that
there is a possibility for improvement. In order to encourage full engagement of employees,
it is necessary to determine the true ways of their motivation and interest in work and more
successful business. Investment in human resources and the motivation to work is justified by
the cost of which is still more than repaid. Weather front of us increasingly expanding range
of knowledge necessary for successful use of resources, the fundamental conditions for a
successful business.
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Introduction

No commodity can emerge until a man makes an item or an action useful to
somebody. Therefore, if a good or a service is offered in the market, there must be a
producer of the good or a person who renders the service. In both cases we are facing a
person who is to be called producer of the commodity. Commodities can only be a result
of producers’ actions.

Consumption of goods is an ultimate end of all economic processes. In the narrow
sense consumption means a single act of using goods created in the production process
in order to meet human needs and wants. In wider sense the term means a process of
using an item for a certain period of time. Regardless of the scope of the term, there
can be no doubt, however, that no product may result from the process of consumption;
consumption is the final end of consumers’ actions.

Definitions of terms used in the Debreu model

Out of the complete set of definitions, explanations and axioms as well as limitations
which constitute the formal model of economy created by Debreu, only few are needed
for our considerations. We use quotations in order to avoid possible misinterpretation
(italics original).

“The first example of an economic service will be human labor. Its description
is that of the task performed; thus one has the labor of a coal miner, of a truck driver, of
a member of some category of teachers, of engineers, of draftsmen, of executives, etc.
(all including any further specification necessary for a complete description). When one
adds date and location one has again a well-defined commodity.” (Debreu, 1987, p.31)

“(...) a commodity is a good or a service completely specified physically,
temporally, and spatially. (...) For any economic agent a complete plan of action
(made now for the whole future), or more briefly an action, is a specification for each
commodity of the quantity that he will make available or that will be made available to
him, i.e., a complete listing of the quantities of his inputs and of his outputs. With one of
the sign conventions of [subchapter] 2.3 an action is therefore represented by point a of
R'” (ibidem, p. 32)

“In the study of production, when one abstracts from legal forms of organization
(...) and types of activity (Agriculture, Mining, Construction, Manufacturing,
Transportation, Services,...) one obtains the concept of a producer, i.e., an economic
agent whose role is to choose (and carry out) a production plan.” (ibidem, p.37)

“Given a price system p, the jth producer chooses his production in his production
set Y, so as to maximize his profit. The resulting action is called an equilibrium production
of the jth producer relative to p.” (ibidem, p. 43).
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Analyzing the terms

Despite numerous examples given by the Author in order to precisely explain the
meaning of the terms used, neither the definition of the producer nor this of the commodity
quoted above is clear. Although we know that commodities are all possible goods and
all possible services, including labor services, well specified physically, temporally and
spatially, we cannot be sure whose action is the source of the commodities and thus
cannot unambiguously distinguish between a producer and a consumer as economic
entities.

What we only know from the Debreu’s definition is that producer is an agent who
chooses and implements a production plan, where some commodities become inputs of
the plan, and the others — outputs of the plan, with his end being profit maximization.
Inputs are here represented by negative numbers whereas outputs — by positive numbers.
Certain subjective and objective restrictions of the model are also discussed, but the
Author avoids unambiguously labeling the result of actions undertaken by producers.
Such a clear statement, that commodities are the result of producers’ action, has never
been declared. The reason becomes not clear until we get deeper into the definition and
axioms concerning the term consumer and the nature of his activities.

Alike producer, the second economic agent, a consumer, is defined by the role he
plays in the Debreu’s economy. It may be a person or a group of people, i.e. a household,
a corporate or any entity pursuing common aims. His role is to select and carry out
such a consumption plan from the set of a priori possibly plans which best fits his
preferences. There are also inputs of the consumption plans, that are represented this
time by positive numbers, and the only one element of output, labeled as “various kinds
of labor performed’ represented by negative number. Again, however, the Author avoids
unambiguously expressing what the inputs and outputs are. He writes: “Typically, the
inputs of a consumption plan are various goods and services (related to food, clothing,
housing, ..., dated and located), its only outputs are various kinds of labor performed
(dated and located) (Debreu 1987, p. 51).”

There is of course no doubt that the inputs of each consumption plan are commodities
(goods and services), but a fact, that Author has labeled the only element of output of
all consumption plans as ‘various types of labor performed’ proofs that he wanted to
avoid using here the unambiguous defined term ‘/abor service’. The reason is that he
previously counted human labor among services, and services — among commodities.
In the place under discussion, however, the term ‘labor service’ did not really suit him.

Otherwise at least two serious problems would arise at once. Let us then consider
them carefully.

The first problem concerns the meaning of the term ouput. Let us quote the original
definition (Debreu 1987, p.30, italics original): “What is made available fo an economic
agent is called an input for him, what is made available by an economic agent is an output
for him.” The definition repeats only what everybody means while using the term output; it
is a result of a process, which — eventually — may be made available to others. Conform to
the definition then various types of labor performed which are made available fo producers
must be regarded as a result of a process of consumption. It should be interpreted then, that
consumption is the means that makes people able to reach their final end which is labor
services rendered to producers — conclusion that seems hardly to be defended.
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More important, however, seems the second problem. If ‘various types of labor
performed’ in a consumption plan were unambiguously labeled labor services and thus
counted as commodities, then the question would arise as to why had providers of the
commodities been not treated the same way as all other service providers classified in the
Debreu economy to producers. Such a question becomes legitimate the more so that all
services have been unconditionally counted as commodities, regardless the kind of entity
who makes them available to buyers. Therefore, if every well-defined labor service was
regarded as a commodity (as it really is), then all specific labor services should be always
treated as an output of the production plan of the entity who renders the service, and —
consequently — all employees should be counted among producers. Such conclusions,
however, would undermine the theory built by Debreu. That is probably why he had
chosen to get around the problems the way he did it.

In such a way, however, the Author did not manage to avoid falling into another
trap. The trap constitutes the lack of possibility to distinguish labor services rendered
by economic entities counted by him among producers from ‘various kinds of labor’
made available to others by consumers. Indeed, one could hardly discover for example
a difference between mowing a lawn in a production factory or doing bookkeeping
respectively by workers of the factory and the same activities performed and made
available to the producer by one-men cleaning company vs. one-man accounting
services firm. In either case the service is rendered by a person, brings the same result
and counts as input, i.e. cost, of the production plan of this producer. Despite this, we
face in the Debreu economy in the first case consumers whose services are treated as
outputs of consumption plans of those persons, while in the second case the services
become outputs of production plans of those persons respectively, since they are counted
as producers this time. Due to the lack of criterion, decides the will of an arbiter. Such
examples could be listed endlessly, with consequences discussed below.

Only the will of Debreu then decided that all but one services are a result of
a process of production and thus belong to commodities, with the one being a result
of a process of consumption, which thus belongs to ...what? Is there any product of
consumption process that might be made available to somebody else?

There is also next reason to undermine relevance of the Debreu’s theory. As soon
as we start considering production plans, we find that all services, without any exception,
are treated by the Author as commodities, since each of them is represented in the model
by a point in the commodity space R/, in which both production and consumption plans
are chosen and carried out by economic entities of the model (Debreu 1987, p. 32). It is
confirmed once more, when the Author writes (Debreu 1987, p. 38): “Generally, inputs
and outputs together contain only a relatively small number of commodities, in other
words most coordinates of Y, are null; this corresponds to the fact that Y/ is, in general,
contained in a coordinate subspace of R’ with a relatively small number of dimensions.”
No doubt therefore may arise that also ‘various kinds of labor performed’ belong to
commodities. Despite this as long as consumption plans are considered, labor services
as an output of consumers’ actions do not count among commodities (they are labeled
‘various kinds of labor performed’), but as soon as we go on to production plans, they
become commodities. We face thus rather strange situation where something is and at the
same time is not what it is, and it depends only on the point of view of a theorist. This is
thus another sign that there is something wrong with the system of Debreu’s economy.
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I do not know whether and to what extent Debreu was aware of the problems
discussed so far, but three features of terms (variables) used in his theory of value remain
indisputable; contradiction with logic, arbitrariness of classification used by him in his
model of economy, and the loose connection of the variables with their economic content.

Attempt to interpret the model

Seeking to clarify the growing doubt we reach the place in his work where Debreu
explains the duality of roles an economic agent can play in the system. He uses there an
example of a person who buys a house, a car, etc. for his own needs. According to the
explanation such person should be treated as a producer, who buys that house, that car,
etc. in order to sell its services to himself as a consumer (Debreu 1987, p. 51).

Letting aside the issue of common sense, which forces to ask how would then
look the problem of profit maximization of such a ‘producer’, let us try to apply the
same approach to consumers who work for a living, and to consider their actions from
such dual perspective; as producers of their services, who sell them to other producers,
with well-defined production plans from the one side, and as consumers with their well-
defined consumption plans, from the other. If it really worked, doubts could be dispelled.
We will do it considering an example like Debreu did it. Let our consumer-producer be
for example a turner, who works as a regular employee with a lathe in a manufacturing
company.

Our turner as a producer of turning services would carry out his production plan
where quantities of inputs of the plan (conform to the convention with the negative sign)
would be his outlays on what he needs in the role he plays, and the sole output of the plan
(with a positive sign) — a well-defined turning service, dated and located. From the other
side, while playing the role of the consumer our turner would carry out his consumption
plan, in which inputs (with positive signs) would be goods and services necessary for
him to live, and the sole output (with the negative sign) would be his labor services on
the lathe.

Could our turner be regarded as a producer of turning services sold to his actual
employer? The answer might be positive on the condition that we correctly specify the
coordinates (inputs and outputs) of the vector of his production plan. We already know
that the only element of output in this case would be a well-defined turning service
(dated and located). The question is, however, what would an input of his production
plan consist of, or — to use the normal language of economics — what could be counted
as his production outlays?

None of consumption goods could be counted here, despite the fact that at least
some of them — let’s call them food in general — provide our turner with energy required
for the ‘production’ of turning services. The reason is that — in line with convention of the
Debreu theory — they have to appear as inputs in our turner’s consumption plan. Putting
them also in the production plan would cause a double counting of the same goods, what
cannot be taken into account.

It is also not possible that the production plan of our turner had a positive output
coordinate, in our case a value of turning service, and all coordinates of inputs were
equal zero, because it stays in contradiction with the assumption of the impossibility of
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free production (Debreu, 1987, p. 40). Each of cases considered thus far evidence then
that our turner cannot be treated from the dual perspective; as a producer of turning
services and a consumer at the same time.

Taking this into account we have to consider only one more case of treating
economic entity from the dual perspective similar to this proposed by the Author
(Debreu, 1987, p. 51),when a person buys a house to sell housing services to himself.
Let us consider then what would happen if we assumed that our turner-producer buys
the turning service from himself as a consumer to sell it to the factory where he works.
In such a case, however, there is no doubt that this would be the same service that had to
be counted once with negative sign as an input of the production plan of the turner-as-
the-producer, and once with positive sign, as an output of the consumption plan of the
turner-as-the-consumer; its value would thus cancel out to zero, and the whole procedure
of treating the turner from the dual perspective would have not any sense.

The cases analyzed above prove that the dual perspective of treating economic
agents in the model of Debreu economy may not be applied to employees selling labor
services. Such a perspective is there permitted by Debreu only to those consumers who
buy tangible goods like houses, cars, etc. in order to sell ‘services” of the goods fo
themselves. Let common sense of the approach be still aside.

Objections to the model

Despite our efforts to find such interpretation within the assumed axioms of the
Debreu economy that could be accepted without falling into contradiction with the rules
of logic, doubts concerning the nature of labor services in the system did not dissipate.
We have to conclude therefore that the model assumes implicitly two types of services.
First of them are services rendered by producers to other producers. They fully conform
to the axioms assumed for commodities in the Debreu economy, and so they are treated
there. The second type of services are those rendered to producers by consumers. Despite
the fact that their economic content does not differ at all from the former ones, they are
not treated in the model as commodities like all other results of people’s activities, but —
against all logic — as a result of the process of consumption. Nevertheless, they become
commodities as soon as they enter as inputs into production plans.

It has to be stated then, that we face a dual perspective in treating economic agents
twice in the Debreu economy. Once, declared explicitly vis-a-vis some consumers, and once
— implicitly for one specific type of commodities, namely for labor services. In some cases
labor services are counted as commodities, and in the others — not. The most important,
however, is that decision of whether or not such a dual perspective is allowed depends not
on any objective features of the service but only on arbitrary decision of an external subject
who includes it either in the one or in the other set of services. Assessing it from purely formal
side, the division of services made in such a way does not meet any of the three logical rules
of correctness, i.e. condition of explicitness, condition of mutual exclusivity and condition of
exhaustiveness For these reasons, it cannot be considered as proper and consistent.

There is also another argument that calls for the fallacy of the Debreu economic
model — the fact that the system allows free manipulation with the results. As already
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mentioned above, the model allows a dual perspective of treatment of economic entities,
once as producers who buy houses, cars, etc. in order to sell their services, and at the
same time as consumers who buy those services from themselves. Debreu mentioned
only houses and cars as examples of such a dual treatment, without considering possible
effects of such approach. However, conform to the model, every case of treating an
additional entity in such a dual perspective causes — ceteris paribus — a growth of total
production of that economy by the net worth of the account of this entity. This raises the
logically legitimate question: why should such a dual treatment of entities be limited
only to consumers of durables like cars, houses, etc.? Bringing it to the absurd, we
could extend it — in line with the model — to toothbrushes, pots, shoelaces and any other
items that people could buy as producers in order to sell the ‘services’ of these items
to themselves as consumers. Who and where will put a borderline? And why there if
indicators of economic efficiency could be improved in such a way?

Beyond the model

It is not only economic flaws that contains the model of Debreu. There are also
some interesting findings in it. The most important, and very relevant to economic theory
is the definition of commodity. Let us quote it again (Debreu 1987, p. 32): “A commodity
is a good or a service completely specified physically, temporally and spatially.” It is
not only physical features of goods and services, but also place and time they are made
available to buyers that make different commodities. The last two features cause that the
same good offered at another place and/or time makes different commodities. This can
be a strong argument among other things against Marxian ideology.

Despite his efforts Debreu did not also succeed to evidence that different kinds
of human labor can be separated from labor services. However if we reject classical
approach that people sell their labor to their employers, and if we accept that what is
sold in such cases are different labor services i.e. well defined commodities, specified
physically, temporally and spatially, things start looking different way. We get then a
system where there is indeed only one type of economic agents independent on each
other. The agents are people who play the role of producers of commodities in order
to take part in market transactions. Some of them make and sell goods, the others — all
possible kinds of services, specific labor services included. All those agents do what they
do in order to reach their own end, common to all of them. The end is satisfying their
needs with goods and services obtained through the market exchange.

Exactly due to the fact that there are only independent people in the real economy
who offer on the market their own commodities (goods and services) to each other in
order to satisfy their needs, there is no point in searching for a state of equilibrium in the
sense given to the term in classical economics, i.e. the state in which value of final goods
produced in a given period is equal to incomes of the so-called production factors involved
in this process. This is proven indirectly by the inconsistency of the Debreu model of
economy which has been evidenced in this paper. If Debreu had followed consequently his
definition of commaodity, he might have come to conclusions mentioned above.

In such circumstances there is only one state of equilibrium possible and always
present; a state in which a value of goods and services sold by their producers within
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some period is exactly equal to the value of goods and services purchased in the same
period by their customers — the other producers. It is a Say’s equilibrium.

Conclusion

It is reasonable, therefore, to ask the question as to what actually proved Debreu
in his Theory of value? We get the right answer only if we stop penetrating economic
content and meaning of the axioms of the system, that is if we focus only on the syntax
and formalisms of the so-called Debreu economy. Then we observe what cannot be seen
when looking for the content, i.e. when semantics comes into consideration.

Lookingatthe Debreu economy system from the purely formal side and disregarding
all conditions and economic interpretations, we can see that at the beginning we face two
independent of each other classes (sets) of sets of coordinates of points belonging to the
space R. Sets belonging to the first class, the set x, are marked with the indexi=1, ..., m,
it is therefore the set x of sets x,. And those sets that belong to the second class, the set y,
are marked with the index j = 1, ..., n; We then get the set y of sets y..

Assumptions prescribe that each point x, of the space Rhad a number of positive co-
ordinates and some non-positive. Another assumptions restrict vectors of co-ordinates of
any point ¥ there cannot be positive co-ordinates, if there is not at least one negative. Each
of the points x, found itself'in the set x because out of all possible sets marked with the same
index (belonging to the set X) there is no other one that would satisfy certain preferences
concerning vector p. On the other hand each vector of co-ordinates of points Y, of the space
R found itself in set y because the scalar product of its elements by the respective elements
of the vector p is the highest among all other possible sets belonging to the set Y.

Each co-ordinate of the space R, indexed by h=1...1is represented by a real number
p,» therefore we got vector p consisting of certain numbers, the third set of elements of
the Debreu system that plays a key role in it. The last set of the model, set ®, consists of
a priori given real numbers — co-ordinates of point ® in the space R.

As a supplement to the above formal constraints for sets x and y, Debreu system
contains a number of other conditions and properties which are relevant only from
the axiomatic point of view. It is to be strongly stressed, that all sets listed above are
independent on each other.

For the four sets G. Debreu has proved unambiguously and in line with all formal
conditions of mathematical reasoning that there exists a set p such that every x, minimizes
scalar product p*x, and every y, maximizes scalar product p*y, and the sum x-y-o
=0. Although formally absolutely correct, the proof and the entire model of economy
proposed by Debreu has nothing common with economics due to misinterpreting the
economic content of variables used.

There is no doubt that mathematics is the queen of sciences. This does not mean,
however, that any use of it is reasonable. Where we face causal relationships and where
content and meaning of terms matters, syntax must give way to semantics. And this is
exactly the case of economic considerations. Otherwise one can go astray.
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Endnotes

1. The idea that the agents are people who play the role of producers of commodities
in order to take part in market transactions is one of the axioms which personalist
economics is founded upon, a new discipline which has been developed by the author
of this paper.

EXSIEKOHOMUKA 119






ITABJIOH / TEMIIJIATE 3A IIMCAIBE PAJTOBA

Nwme aytopa (Font size 10 Normal) Times New Roman (SR-Cyrilic)
@akynmem unu uncmumyyuja u I'pao (Font size 10 Italic)

HACJIOB CPIICKH (Font size 11 Bold)

Ancrpakr

Texcm ancmpaxkma Ha CPpNcKom ...

Kuwyune peuu:

NASLOV ENGLESKI ili neki drugi jezik (Font size 11 Bold)
Abstract

Tekst apstrakta na engleskom ili na nekom drugom jeziku...

Key words:

HACJIOB (Font size 11 Bold)

Tekct (Font size 10).........

Jlureparypa

1. Cnoucmak nurepatype

Veli¢ina strane 170mm x 240mm
Margine: Top 30mm  Bottom 20mm
Left 22mm  Right 22mm



CIP — Karanorusanuja y nyoaukamuju
Haponna 6ubnuorexka Cpouje, beorpan

338 (497,1)

EKOHOMMKA : Yaconuc 3a €EKOHOMCKY TEOPH]jy
1 IIPaKCy U JIPYILITBEHA UTakba / ITIABHU yPEAHHUK
Jparosby6 Cumonosuh. — I'og. LXIIL. 6p. 1 (2017) -
Hum (Makcuma [opkor 5/36) : [Ipymteo
exonomucta EKOHOMUKA, 2017 — (Hymr :
I'PA®UKA TAJIEB). — 130 ctp. : 24 cm.

Yaconuc nu3na3u YeTHPH ITyTa FOTHIIHE
ISSN 0350-137X = ExoHOoMuKa
COBISS.SR-ID 26903







	KORICA B.pdf
	Page 1

	KORICA A.pdf
	Page 1


