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IMPACT OF
EMOTIONAL INTELLIGENCE
ON LEADER EFFECTIVENESS
Abstract
All recent research proves that emotional intelligence is the forecast of achieving leader eﬀectiveness. This
study comprises research of respondents from private and public companies within ten existing cantons
in the Federation of Bosnia and Herzegovina. Respondents graded emotional intelligence competencies of
their leaders and their eﬃciency in leading a group of people in order to achieve organizational demands.
We succeeded in conﬁrming prior research through the regression model and proved that the existing
questionnaires developed in the western context can be applied in the context of Bosnia and Herzegovina.
After determining the internal consistency through Cronbach Alpha indicators (α=.844 and α=.734) in
existing questionnaires with two regression models and R-square of .547 we succeeded in conﬁrming the
hypothesis of this research, according to which the leader’s competence in emotional intelligence has a
positive impact on his/her eﬀectiveness in fulﬁlling organizational demands and on the ability to manage
an eﬃcient team.
Keywords: Emotional intelligence, eﬀectiveness, leader, competencies, organizational demands

1. Introduction
The ﬁrst researchers who presented the concept of
emotional intelligence (EI) were Salovey and Mayer
(1990). Only a few years later, the most inﬂuential
book named Emotional Intelligence was published
by Daniel Goleman (1995), giving to this construct
global attention. In his work, Goleman pays a lot of

attention to emotional intelligence in the business
context, bringing the construct in a positive relation
with other relevant aspects of business. It seems that
under his inﬂuence many causal relationships of EI
with other constructs have been researched. Analysing this research domain, we were able to ﬁnd papers which bring together the analysis of emotional
intelligence and diﬀerent leadership styles (Wagner,
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2013; Wang and Law, 2002), communication skills
(Petrovici and Dobrescu, 2014; Smith et al., 2008),
stress (Yamani et al., 2014; Ciarrochi et al., 2002),
motivation (Agnoli et al., 2015; Hoe-Chung et al.,
2015) and many other variables.
Although literature emphasises the importance of
emotional intelligence within the context of eﬀectiveness, there is still a lack of empirical bodies dealing with it. Previous studies are mostly established
within the students’ population, the working-age
category of people, hospitals, army, sales context,
and among low level of management. Only a few
studies have a focus on leaders, probably due to
the fact that this population is not available. On the
other hand, the main focus of this paper is to analyse the impact of emotional intelligence on leader
eﬀectiveness in fulﬁlling organizational demands
and in managing an eﬃcient. On a sample comprised of 134 middle level managers, Cavazotte et
al. (2012) found a positive relationship of emotional
intelligence and personality on transformational
leadership and eﬀectiveness. In addition, analysing
the Web of Science databases, we found a paper by
Wong and Low (2002) with the highest frequency
of citations covering this research area. In their
research, emotional intelligence has a signiﬁcant
and positive impact on satisfaction and extra-role
behaviour of leader followers. Similar results could
be identiﬁed in other papers like those oﬀered by
Shamsuddin and Rahman (2014), Boyle et al. (2011)
and Lyons and Schneider (2005).
It follows that EI of leaders is an important predictor of diﬀerent constructs that are considered as
relevant in the business context. In this regard, this
research reveals an impact of emotional intelligence
on leader eﬀectiveness. Additionally, the second impact that the research oﬀers is between emotional
intelligence and the leader’s skill to manage an efﬁcient team. Respondents in this research were the
able-bodied category of people from Bosnia and
Herzegovina, employed by private and public sector companies, who were questioned in the period
December 2013 – January 2014 via a ﬁeld survey.
The research comprised 20 private and public companies from a total of ten cantons which exist in the
Federation of Bosnia and Herzegovina. Employees
of selected companies ﬁlled out the questionnaire
in a way that they directly evaluated their superior
(leader). Methods employed for this study encompass quantitative research methods using SPSS.
We ran descriptive statistics in order to present
298

the main characteristics of our sample. In addition,
through the internal consistency of Cronbach Alpha
indicators we examined the validity of the questionnaire and its convenience for our sample, due to the
fact that all the questionnaires were mainly developed in the western countries. Regression analysis
was also employed in order to examine the impact
of emotional intelligence on leader eﬀectiveness in
fulﬁlling organizational demands and in managing
an eﬃcient team.

2. Literature review
2.1 Emotional intelligence
Emotional intelligence, which represents the skill
of recognizing own feelings and feelings of other
people, self-motivation and good emotions-management, is the term that showed up in literature
in the domain of psychology and came to be widely
used later in other domains as well. Emotional intelligence determines the potential for learning skills
grounded in four basic dimensions: self-awareness,
self-management, social cognition and relationship management. Throughout these four dimensions twenty emotional competencies are extended,
whose development varies with each individual,
i.e. leader. It is about competencies and skills that
can be learned, developed and exercised (Goleman,
2008).
Self-awareness is the process of getting to know self,
inside-out and outside-in. It includes good mastery
of own typical reactions triggered by certain events,
challenges and people (Bradberry and Greaves,
2011). Managers succeed in building a resourceful
and powerful identity based on their understanding, rather than the understanding of other people,
of what is right and in that way the process of selfmanagement and their transition from being a manager into being a leader begins (Badaracco, 1998).
A successful leader knows that loss of self-management has negative impact on his/her self-respect,
reputation and business achievements (Lennick and
Kiel, 2008). It is important to emphasize within the
context of self-management that innovative leaders
have great energy and persistence and are often perceived as ambitious. They intend to direct followers to achieve challenging goals, which are rare and
hard to accomplish (Draft, 2014). Apart from the
innovative types, leaders who have strong initiative
do not want to let the followers fully structure their
work or to make all the decisions. They determine
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not only what is to be done, but who will do it and
how it will be done (Junarso, 2009).
Social cognition is the skill of precisely recognizing
emotions of others and understanding their needs.
Most important elements of social cognition are
listening and observing (Bradberry and Greaves,
2011). Leaders are capable of achieving their vision
exactly because they are focused on their followers
and feel their pain, desires and needs (Bennis, 2009).
Relationship management comprises of self-awareness, self-management and empathy. A successful
leader surrounds himself/herself with the best people and develops in them the best leaders, because
only great leaders can produce other leaders. Those
closest to the leader will determine the level of his/
her success (Maxwell, 2009). No leader has ever suffered from being surrounded by strong and eﬀective
people (Drucker, 2013).
This paper attempts to determine the connection
between emotional intelligence and leader eﬀectiveness. The survey of literature reveals that the
features of the leader are not to be neglected and
that they represent one of the important components of success. Research allowed for the conclusion that emotional intelligence, i.e. emotional competencies, has important weight in determining the
eﬀectiveness of the leader which leaves the leader
with an option to improve and advance through acquiring emotional competencies.
Most merit in development of this domain goes to
Salovey and Mayer (1990), who ﬁrst deﬁned the
term of emotional intelligence as a sort of social
intelligence connected to the skill of personality to
control own emotions and feelings as well as the
emotions of others and is also connected with the

skill of personality to notice the diﬀerence between
them and the capability of using this information in
directing own thoughts and behaviour. It is important to mention the Reuven Bar–On model (2006),
which describes emotional intelligence as the ﬁeld
of intermingled emotional and social competencies,
skills and avant-garde, determining how successfully we can understand and express ourselves, understand others and our relationships with them and
cope with the demands and pressures of everyday
life. It is important within this context to emphasize Goleman’s deﬁnition of emotional intelligence
as the skill of recognizing our own feelings and
feelings of other people, motivating self and good
emotions management within and in relationships
(2008).
Although no single test scales have been adopted in the measurement and assessment of emotional intelligence, two approaches are frequently
mentioned: a) self-evaluation of own skills and b)
examination of emotional intelligence by abilitybased tests (Takšić et al., 2006). The questionnaire
developed by Takšić et al. (2006) contains three
sub-scales, with intention to estimate: the skill of
noticing and understanding emotions, the skill of
expressing and naming emotions, and the skill of
managing emotions.
The following table shows a survey of the most frequently used measures of emotional intelligence.
The ﬁrst is EQ-I (emotional index of intelligence)
developed as the report about self. The second column contains most of the competencies of the ECI
multilateral tool for estimating emotional intelligence. The last column shows the MSCEIT model,
which comprises evaluation based on skills.

Table 1 Survey of three most popular EI measures
EQ-I

ECI

MSCEIT

INTRA-PERSONAL

SELF-AWARENESS

PERCEIVING EMOTIONS

Self-consideration

Emotional awareness

Faces

Precise self-estimate

Precise self-estimate

Images

Self-conﬁdence

Self-conﬁdence

ENABLING OF EMOTIONS

Independence

SELF-MANAGEMENT

Facilitation

Self-achievement

Self-control

Sensation
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EQ-I

ECI

MSCEIT

INTER-PERSONAL

Authenticity

UNDERSTANDING
EMOTIONS

Empathy

Conscientiousness

Changes

Social responsibility

Adaptability

Mixtures

Interpersonal relationships

SOCIAL COGNITION

EMOTIONS
MANAGEMENT

STRESS MANAGEMENT

Empathy

Emotion management

Stress tolerance

Servant attitude

Emotional relationships

Impulse control

Organizational
conscientiousness

ADAPTABILITY

RELATIONSHIP
MANAGEMENT

Flexibility

Developing others

Reality tests

Inﬂuence

Problem solving

Communication

GENERAL MOOD

Conﬂict management

Optimism

Leadership

Happiness

Inciting changes
Establishing bonds
Teamwork and collaboration

Source: Bharwaney, G., Bar-On, R., MacKinlay, A. (2011), EQ and the Bottom Line: Emotional Intelligence Increases
Individual Occupational Performance, Leadership and Organizational Productivity, pp.1-35.

Let us conclude that in measuring emotional intelligence, it is necessary ﬁrst to determine how well the
respondent knows own emotions, then the emotions of others and how he/she is coping with these
emotions, challenges and pressures and ﬁnally, how
he/she is managing these emotions. Each of the instruments assesses speciﬁc aspects of emotional intelligence grouped by similarities of skills and comprising features.

2.2 Leader eﬀectiveness
Eﬀectiveness is achieving expected results regardless of the percentage of input-usage while the efﬁciency is the relationship of the results (output)
with the quantity of input resources (input). Eﬀectiveness is usage of output resulting in maximum
300

proﬁt. Eﬃciency is going to be at its highest in case
when low input gets converted into 100% output.
Drucker (1974) describes eﬀectiveness as doing the
right thing and eﬃciency as doing things the right
way. Bennis (2009) emphasizes that leaders do right
things while managers do it the right way. Although
many think that eﬃciency is reserved for managers
and eﬀectiveness is the feature and skill developed
by leaders, a successful leader should make a balance between eﬃciency and eﬀectiveness considering the respect for each.
According to Bennis (2009) the basic dimensions of
eﬀective leaders’ behaviour are the following:
1. Eﬀective leaders focus attention using vision.
Leaders transform existing opinions of followers by deﬁning the image of desired future.
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2. Eﬀective leaders ensure signiﬁcance by
communication. Leaders deﬁne all that has
been unspoken or assumed before. They are
the ones to create organizational culture.
3. Eﬀective leaders achieve and maintain trust
by positioning. The task of positioning is to
make clear and known positions, values and
models.
4. Eﬀective leaders develop their personality
by respect. A leader recognizes strengths
and eliminates weaknesses, has the ability
to realize mistakes as a way of learning, recognizes skills needed for work and accepts
people as they are.
High eﬀectiveness of a leader begins with empathy
and represents a view into the hearts and thoughts
of those whom the leader attempts to reach (Junarso, 2009), eﬀective leadership depends also on
eﬀective communication (Hackman and Johnson,
2008) and the level of development of emotional
intelligence. Eﬀectiveness of leadership is a complex term attempting to connect a myriad of components, which include many unpredictable situations in the organization and diﬀerent personal and
inter-personal behaviour, and could be deﬁned as
successful achievement of personal inﬂuence of one
or two people, resulting in accomplishment of joint
goals in a way of contentment of those personally
involved. Many researches in the ﬁeld of leadership
eﬀectiveness show that high employee satisfaction
and low level of stress result in the high performance of an organization.

2.3 Relationship between emotional intelligence
and eﬀectiveness
Research has advanced mostly in the impact of
emotional intelligence on leader eﬀectiveness.
By using the Gross’ emotion regulation model,
authors Wong and Low (2002) have proven that
emotional intelligence has a positive impact not
only on leader eﬃciency but on the eﬃciency of
followers. A similar attitude is proposed by many
other researchers (Lyons and Schneider, 2005;
Shamsuddin and Rahman, 2014; Cote and Miners,
2006; Kumar, 2014; Boyle et al., 2011; Shahhosseini
et al., 2012).
Consequently, leadership eﬀectiveness is the moving force within an organization by which the or-

ganization eﬃciently copes with demands, challenges, stress and opportunities met in the business
environment. Organizational eﬀectiveness is under
the inﬂuence of individual members and their feeling for collective capacities, purpose of mission and
feeling of resilience (Bohn, 2002). From this very
concept stems the ﬁrm connection between emotional intelligence and leader eﬀectiveness. Bohn
further holds that the emotional intelligence (feeling for collective capacities, mission and purpose,
feeling of resilience) is further connected with leadership and organizational eﬀectiveness. The strongest connectedness of leadership is with collective
capacities, which is understandable since the leader
orchestrates the team, gives instructions, adds resources and provides support for achieving goals
and the mission. It is important to emphasize that
success and failure are not in symmetry. They are
not two sides of the coin for the leader, because the
leader cannot succeed by himself (Haskins, 2013).
Strategy and eﬀectiveness are the reﬂection of the
powerful stakeholders of the organization, i.e. its
leaders with the developed and noticeable emotional intelligence. According to Nielsen (2010) behavioural factors such as limited rationality, numerous
and conﬂicting goals, diﬀerent levels of inclination
and belief, have an impact on the selection of strategy made by leaders, who in turn determine the
performance and eﬀectiveness of the organization.
Hambrick (2007) indicates in his research two moderators between leader and organizational eﬀectiveness. One of them is the leader’s freedom to decide.
If the freedom to decide is higher, the traits of the
leader will better predict the results of an organization. The second moderator, executive job demands,
points to the level of challenge faced by the leader.
The leader with a higher level of challenge has less
time to think about decisions, seek mental shortcuts and relies more on his/her traits. This means
that the relationship between the traits of the leader
and the results of an organization is stronger if the
challenge is bigger for the leader and vice-versa.
Factors which impact the leader’s actions are the
leader’s values, cognitive skills, personality and positive self-evaluation. The leader is facing a multitude
of ambiguous information and his/her personal orientation greatly inﬂuences what elements of that information he/she will use and interpret (Finkelstein
et al., 2009), and ﬁnally whether the organization will
be eﬀective. Research by Roset and Ciarrochi (2005)
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conﬁrm this in stating that emotional intelligence has
high correlation with the leader’s eﬀectiveness.

3. Research methodology
The objective of this research was to examine the
inﬂuence of the competencies of emotional intelligence on leader eﬀectiveness and eﬃciency in
leading a group of people in order to meet the organizational demands. Respondents in this research
were the able-bodied category of people, employed
by private and public sector companies, who were
questioned in person within the period December
2013 – January 2014 via a ﬁeld survey.
This research comprised 20 private and public
companies from a total of ten cantons which exist
in Bosnia and Herzegovina. Capital cities of each
canton were selected as we intended the survey
to comprise one private and one public company
within each cantonal capital. We made contacts via
ﬁeld work with employees of 20 companies from the
following cantons and their corresponding capitals:
(Una-Sana Canton) (capital Bihać), (Posavina Canton) (capital Odžak), (Tuzla Canton) (capital Tuzla),
(Zenica-Doboj Canton) (capital Zenica), (Bosnian
Podrinje Canton) (capital Goražde), (Central Bosnia
Canton) (capital Travnik), (Herzegovina-Neretva
Canton) (capital Mostar), (West Herzegovina Canton) (capital Široki Brijeg), Canton Sarajevo (capital
Sarajevo) and Canton 10 (capital Livno). Employees
of selected companies ﬁlled in the questionnaire in
a way that they directly evaluated their superiors. It
took approximately seven to ten minutes per each
respondent to ﬁll in the questionnaire.
The questionnaire was organized in three parts.
The ﬁrst part assesses ten emotional competencies:
emotional awareness, self-conﬁdence, self-control,
adaptability, optimism, empathy, inspirational leadership, improving other people, managing conﬂicts,
teamwork and collaboration.

The second part of the questionnaire concerns
leader eﬀectiveness. The highly structured Multifactor Leadership Questionnaire (MLQ) was used
which has the scale for measuring eﬀectiveness.
The respondents were able to express how much
they agree or disagree with oﬀered statements on
a ﬁve point Likert scale. The third part of the questionnaire relates to demographic data, where the
respondents answered questions about gender, age,
marital status and education.
This survey included the following criteria concerning the respondent, namely, that the person is employed, not on the top of the hierarchical structure
in the employer’s organization (i.e. that he/she has
a superior, since the respondents evaluated their superiors) and is between 25 and 65 years of age. A total of 300 print questionnaires were distributed out
of which 261 questionnaires were ﬁlled out, but 255
questionnaires were taken into consideration. The
remaining 6 questionnaires were discarded due to
incomplete and inadequate answers.

4. Results
A total of 86 women and 48 men were questioned
in companies where the government is the major
stakeholder. In addition to 82 female respondents,
39 male respondents took part in this research in
private companies. The total number of respondents from government-owned companies was 134
or 52.55% and 121 respondents or 47.45% came
from private companies as displayed in Table 2.
Companies in which the respondents were employed are divided in classes broken down by the
number of employees according to the relevant EU
legislation: small companies (up to 49 employees),
medium-sized companies (50 to 249 employees)
and big companies (more than 250 employees), displayed in Table 3.

Table 2 Gender frequency of respondents according to government or private employment
Women
Ownership

Men

Total

Frequency

Per cent

Frequency

Per cent

Frequency

Per cent

Government

86

51.19%

48

55.17%

134

52.55%

Private

82

48.81%

39

44.83%

121

47.45%

Total

168

100.00%

87

100.00%

255

100.00%

Source: Authors’ calculation
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Table 3 Gender frequency of respondents broken down by the company size
Women

Men

Total

Up to 49 employees

52

30.95%

31

35.63%

83

32.55%

50 to 250 employees
More than 250 employees
Total

82
34
168

48.81%
20.24%
100.00%

34
22
87

39.08%
25.29%
100.00%

116
56
255

45.49%
21.96%
100.00%

Source: Authors’ calculation

As emphasized before, the questionnaire contains
three parts that measure emotional competencies,
success of the leader and respondents’ demographic
data. The part of the questionnaire relating to the
estimate of emotional competencies contains ten
scales: emotional awareness, self-conﬁdence, selfcontrol, adaptability, optimism, empathy, inspired
leadership, improving other people, managing
conﬂicts and teamwork and collaboration, with
the respondents’ answers displayed in Table 4. The
respondents were able to express how much they
agree or disagree with the oﬀered statements on a
ﬁve point Likert scale.
Table 4 Assessment of emotional intelligence
Std.
Deviation

Gender

N

Mean

Emotional
awareness

female

168

2.21

.986

male

87

2.14

1.036

Selfconﬁdence

female

168

3.01

1.072

Self-control
Adaptability
Optimism

male

87

2.71

1.099

female

168

2.47

1.126

male

87

2.31

1.134

female

168

3.09

1.043

male

87

3.00

1.067

female

168

2.69

1.121
1.182

male

87

2.63

female

168

2.71

.992

male

87

2.68

1.166

Inspired
leadership

female

168

2.93

1.092

male

87

2.79

1.047

Improving
other people

female

168

3.20

1.010

male

86

3.16

1.115

Conﬂict
management

female

168

2.96

1.115

male

87

3.11

1.050

Teamwork and
collaboration

female

168

2.92

1.075

male

87

2.95

.975

Empathy

Source: Authors’ calculation

Table 4 shows that the respondents’ answers are
mostly balanced. There are no big differences between the answers given by women in comparison
to answers given by men, only the mean values of
female respondents’ are slightly higher in comparison to those of the male respondents. Analysis of
the results from Table 2 shows that the respondents
consider that their direct superiors have the following
competencies: adaptability, improving others, conflict
management and teamwork. The mentioned competencies are partly related to self-management and the
others belong to the relationship-management group.
The most prominent competencies are those relating
to relationship-management (improving and directing
others, solving employee disagreements, creating and
managing teams), which could indicate that leaders
in the analysed companies pay most attention to the
relationships between employees. Therefore, leaders
should work on strengthening their self-awareness
(emotional awareness, self-confidence and self-control) and social cognition (empathy).
Cronbach’s Alpha analysis was used in order to test
the reliability of the resulting data. Both parts of the
questionnaire (emotional intelligence competencies
and leader effectiveness) show good internal consistency. The emotional competencies scale, for example, has a coefficient of .844, which is considered
more than acceptable to continue research, whereas
the effectiveness scale coefficient was .734, which is
somewhat lower than recommended but can be taken
into consideration as well. The coefficient values are
displayed in Tables 5 and 6.
Table 5 Cronbach’s Alpha coeﬃcient for the emotional competencies scale
Cronbach's Alpha

Number of scales

.844

10

Source: Authors’ calculation
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Table 6 Cronbach’s Alpha coeﬃcient for the leader success scale
Cronbach's Alpha

Number of scales

.734

2

Source: Authors’ calculation

In order to fulfil the objective of this research (examine the impact of emotional intelligence competencies
on leader effectiveness), we created the research hypothesis:
H1: Prominent emotional competencies of the leader have a positive impact on his/her effectiveness in
fulfilling organizational demands and on the ability
to manage an efficient team of people.
The proposed hypothesis implies the analysis of relationship between the emotional intelligence and
success of a leader in fulﬁlling organizational demands, indicating there are one independent and
two dependent variables, which make up the model
displayed in Figure 1.

The analysis was conducted on the first scale of the
questionnaire called the emotional intelligence (independent variable containing the following scales:
emotional awareness, self-confidence, self-control,
adaptability, optimism, empathy, inspired leadership,
improving other people, managing conflicts and teamwork and collaboration) and was put in relationship
with the first dependent variable, which measures the
effectiveness of the leader (success in achieving goals
of organization). As presented before, Cronbach’s
Alpha reliability test displayed very good internal
consistency (α=.844 and α=.734). In order to prove
or reject the hypothesis, a regression model was used
showing solid value of R Square of .547, meaning that
validity of the model was accepted: the independent
variable explains 54.7% of behaviour of the first dependent variable. This value is presented in Table 7.
Table 7 The ﬁrst regression model
Model

Figure 1 The research model




Model

1

R

R
Square

Adjusted
R Square

.740a

.547

.528

6XFFHVVIXOLQIXOILOOLQJ



Std.
Error
Durbinof the
Watson
Estimate

RUJDQL]DWLRQDOGHPDQGV




&RPSHWHQFLHVRI



HPRWLRQDO



LQWHOOLJHQFH

.781

1.888

Source: Authors’ calculation


/HDGVDQHIILFLHQWJURXS

The ANOVA test with the results (Sig.=.000) presented in Table 8 shows the significance of this model
(p<0.05).

Source: Authors’ construction

Table 8 Variance analysis for the ﬁrst regression model
ANOVAa

Model

1

Sum of Squares

df

Mean Square

F

Sig.

Regression

178.800

10

17.880

29.331

.000b

Residual

148.133

243

.610

Total

326.933

253

Source: Authors’ construction
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The conclusion was reached by analysing the significance of each of the emotional intelligence competencies. Three out of ten existing scales make the regression model because their significance was less than
p<0.05. Values are displayed in Table 9.

In this case, three scales form the regression model as
well, which can be observed from their significance
which is less than p<0.05. Other scales proved to be
insignificant because p>0.05. The values of this analysis are displayed in Table 12.

Table 9 Emotional competencies which make up
the ﬁrst regression model

Table 12 Emotional competencies which make up
the second regression model

B

Std. Error

Sig.

Self-conﬁdence

.416

.055

.000

Self-control

.152

.056

.004

Optimism

.201

.058

.001

B

Std. Error

Sig.

Emotional awareness

.438

.060

.000

Adaptability

-.126

.055

.003

Optimism

.323

.056

.000

Source: Authors’ calculation

Source: Authors’ calculation

The independent and other dependent variables were
further analysed, where emotional intelligence competencies and the leader’s ability to lead a group of
efficient people were put in relationship. The results
of the model show the same value of R Square of .547
as in the former case displayed in Table 10.

The correlation between two dependent variables
was also analysed (success in fulfilling organizational
goals and leading an efficient team). The results show
a positive correlation between two very important
features of the leader. This means that leaders, who
are more successful in carrying out organizational demands, are at the same time more efficient in leading
their team.

Table 10 The second regression model
Model Summaryb
Model

1

R

R
Square

Adjusted R
Square

Std. Error
of the
Estimate

DurbinWatson

.547

.528

.756

1.778

.740a

Source: Authors’ calculation

The ANOVA test results (Sig.=.000) show the significance of this model (p<0.05) as displayed in the following Table.

5. Result analysis, conclusion, contribution and
limitations of the research
In accordance with the set research objectives, used
research methodology and set research hypothesis,
respondents taking part in the research evaluated their
superiors, i.e. persons in high management positions
of the company where the respondents work. The obtained results provide answers to the set hypothesis
and the research objective. Analysis of the relationship between emotional intelligence competencies

Table 11 Variance analysis for the second regression model
ANOVAa

Model

1

Sum of Squares

df

Mean Square

F

Sig.

Regression

167.839

10

16.784

29.333

.000b

Residual

139.043

243

.572

Total

306.882

253

Source: Authors’ construction
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and leader effectiveness was carried out. After Cronbach’s Alpha reliability test which showed very good
internal consistency, the regression model was created, which proved the statement that emotional intelligence has a solid impact on success of a leader in
fulfilling organizational demands. This is confirmed
by R-square value of .547 meaning that one leader’s
emotional competencies (emotional awareness, selfconfidence, self-control, adaptability, optimism, empathy, inspired leadership, improving other people,
managing conflicts and teamwork and collaboration)
explain 54.7% behaviour of the leader, who strives
to fulfil organizational demands. The ANOVA test
proved the significance of this model, which provides
additional justification for accepting the mentioned
hypothesis. Speaking of the regression model based
on which we half-accepted the main hypothesis of this
research, it is to be mentioned that three out of possible ten scales formed the model. That is why based
on collected and processed data, the statement can
be made that leaders who feature a higher degree of
self-confidence, self-control and optimism are those
leaders who are successful in fulfilling organizational
demands.
In order to fully test the main hypothesis of the research, we tested the relationship between ten scales
of emotional intelligence competencies and the scale
which estimates if the leader leads an efficient team
(efficiency scale). The reliability test between the
scales of emotional intelligence displayed before the
satisfactory internal consistence and the regression
model of scale of emotional intelligence to the scale
estimating the efficient leading of a group of people
was established. The obtained results show the following: independent variable emotional intelligence
(with ten scales) determines 54.7% (R Squared=.547)
of behaviour of dependent variable, i.e. efficiency of
the leader.
As in the case of the first regression model, the second
regression model can be accepted with 55% safety.
The statement can be made that leaders with marked
emotional intelligence lead a group of people which
is efficient. The ANOVA test confirmed the significance of the mentioned model in completely proving
the defined hypothesis. Since only three out of ten
sub-scales show the significant influence on leader
efficiency (p<0.05), the following conclusion can be
made out of this model: emotionally aware, adaptable
and optimistic leaders lead a group that is efficient.
Based on the analysed data, the conclusion can be
made that the leaders who were estimated as having
306

a higher degree of self-confidence, self-control and
optimism show success in fulfilling organizational
demands. Furthermore, the positive impact of emotional intelligence competencies on the efficiency of
the group was proven through the second regression
model. According to this model, competencies needed
by the leader to lead an efficient group are emotional awareness, adaptability and optimism. By results
of both regression models we can confirm the main
hypothesis according to which prominent emotional
competencies of the leader have a positive impact
on his/her effectiveness in fulfilling organizational
demands and on the ability to manage an efficient
team of people.
Confirming the main hypothesis is the first contribution of this paper, meaning that the applied questionnaires (mostly developed in other cultures) can be
taken into consideration for the geographical area of
Bosnia and Herzegovina. Similar research and attitudes of prior researchers mostly comprise the Western context, while this research comprises the context of Bosnia and Herzegovina, which is the second
contribution of this paper. By searching the databases
(EBSCO, ProQuest, ScienceDirect, Hrčak), we could
not find similar research, which gives special credibility to this paper.
Another contribution of this paper relates to confirming the attitudes of various researchers stated in the
theoretical part of the paper. For example, the presented views of Bohn (2002), Haskins (2013) and other
researchers, which were the basis for our research,
were justified through this paper.
The fourth contribution of the paper is that the results
of the research indicate that leaders who fulfil organizational demands and lead an efficient group possess
the competencies of self-confidence, self-control, optimism, emotional awareness and adaptability. From
the mentioned five competencies stems the conclusion
and perhaps the major contribution of this research:
the observed sample of leaders in Bosnia and Herzegovina from the viewpoint of their employees is deficient in the following five competencies: managing
conflicts, empathy, teamwork and collaboration and
improving other people. This deficiency leads to the
conclusion that the questioned population developed
exclusively those competencies that dwell within
themselves (self-confidence, self-control, optimism,
emotional awareness and adaptability) whereas the
competencies relating to the influence on the external environment were completely undeveloped. The
results show in this context that the leaders should de-
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velop competencies related to influencing a group of
people: managing conflicts, empathy, teamwork and
collaboration and improving other people.
This paper had a few limitations. The first limitation is the time dimension. Data collection lasted
two months, in which only 255 questionnaires were
collected. Considering the fact that all capitals of ten
cantons in Bosnia and Herzegovina were included, a
longer time-period would have probably given better results. Nevertheless, it is certain that such an approach would require much more time and assets, but
more respondents would provide more valid results.
Another limitation of this study can be defined as
the unwillingness of respondents to take part in the
research. As mentioned, each respondent took 7-10
minutes to fill out the questionnaire. However, contacting employees of all companies primarily required
explanation of the purpose and goals of the survey,
which took another ten minutes of time per each respondent.
Another limitation of this study can be stated as the
type of respondents. In order to make the results more
credible, we might have prepared the questionnaires
for the leaders evaluated by the respondents. How-

ever, their unavailability hindered such a way of surveying, which could result in a comparison between
the respondents’ evaluation and the leader’s opinion
about himself (or herself).
Upcoming studies could have several considerations.
The first one implies that a sample of the research
should be larger than in this paper. In this way, the
statistical analysis will be more reliable. Future studies should include the leaders as a main sample of
the survey. However, we should take into consideration their lack of time during the working day, and
be prepared for longer duration of the research. As a
third recommendation we can emphasise the way of
collecting data. We believe that a combination of a
field survey with an online type of survey could have
better results in the quantitative sense. It can automatically give a better response rate and reliability
of collected data. Since there are many approaches
to measuring emotional intelligence, other research
instruments should be included in future studies,
which can be identified as another recommendation
arising from this study.
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UTJECAJ EMOCIONALNE INTELIGENCIJE
NA LIDERSKU EFEKTIVNOST
Sažetak
Sva novija istraživanja dokazuju da je emocionalna inteligencija pokazatelj ostvarivanja učinkovitosti vođe.
Ova je studija istraživanjem obuhvatila ispitanike iz privatnih i javnih poduzeća unutar postojećih deset
kantona u BiH. Ispitanici su ocjenjivali kompetencije emocionalne inteligencije svojih vođa i njihovu učinkovitost u vođenju skupine ljudi, s ciljem ostvarivanja organizacijskih zahtjeva. Kroz regresijski model,
uspjeli smo potvrditi rezultate dosadašnjih istraživanja te dokazati da postojeći upitnici, razvijeni unutar
zapadnoga konteksta, mogu biti namjenski i unutar konteksta BiH. Nakon utvrđivanja interne dosljednosti
kroz Cronbach Alpha koeﬁcijente (α=.844 i α=.734) za korištene upitnike, pomoću dva regresijska modela
i R Squareom od .547, uspjeli smo potvrditi istraživačku hipotezu ovoga istraživanja, prema kojoj izražene
kompetencije emocionalne inteligencije vođe pozitivno utječu na njegovu/njezinu učinkovitosti u ispunjavanju organizacijskih zahtjeva te na sposobnost da upravlja timom ljudi koji je učinkovit.
Ključne riječi: emocionalna inteligencija, učinkovitost, vođa, kompetencije, organizacijski zahtjevi
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INTEGRATING ENTREPRENEURIAL
SELF-EFFICACY INTO EDUCATION
AT UNIVERSITIES
Abstract
Educational institutions are urged to provide more enterprising individuals who will either act as entrepreneurs, or will be able to manage their careers and lives in an entrepreneurial way.
The purpose of this study is to address the role of teaching at universities in maximizing entrepreneurial
self-eﬃcacy, and to examine the possibility to maximize the likelihood of entrepreneurial behavior by enhancing entrepreneurial self-eﬃcacy with university students. The study investigates the impact that entrepreneurial self-eﬃcacy has on the development of entrepreneurial motivation and behavior using a sample
of 324 students of Josip Juraj Strossmayer University of Osijek in Croatia.
The results of the research indicate that students demonstrate a higher propensity for entrepreneurial behavior and a higher probability of starting their own business if they feel more self-eﬃcient. The research
has also highlighted that teaching at universities does not signiﬁcantly improve the perception of entrepreneurial self-eﬃcacy in students and that ﬁrsthand experience has a more important role in that.
An important conclusion to emerge from this research is that in order to inﬂuence entrepreneurial behavior, it is necessary to make better use of experience-based learning and supplement university courses with
components of informal and/or non-formal education.
Keywords: Entrepreneurship education, entrepreneurial self-eﬃcacy, university, communities of practice

1. Introduction
Entrepreneurship is important as an economic and
social phenomenon because it increases economic
eﬃciencies, brings innovation and creates jobs
(Shane and Venkataraman, 2000). Policy makers
are interested in factors that urge an individual to
become an entrepreneur, in the ways of amplifying
these inﬂuencing factors, and increasing the number of potential and actual entrepreneurs in order
to provide more signiﬁcant economic growth. As

entrepreneurial behavior has become a prerequisite
of any economic development, educational institutions are increasingly called upon to provide better
educated enterprising individuals who will either
act as entrepreneurs, or will be able to manage
their careers and lives in an entrepreneurial way.
Graduates’ interest in entrepreneurship is growing in Croatia, and the number of higher education
institutions that oﬀer a variety of entrepreneurship
programs has multiplied. With the increasing resources allocated to these initiatives, and a lack of
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research regarding the outcomes of entrepreneurship education, a deeper understanding is needed
of how entrepreneurship education contributes to
students’ propensity for entrepreneurial behavior,
and how eﬀective education is in inspiring students
for a career in entrepreneurship by developing entrepreneurial competences. In addition, there remains a lack of research about the generalizability
of the intent-based models and entrepreneurship
education impact coming from developing or entrepreneurially young contexts (Pfeifer et al., 2016).
Croatia is a post-socialist, south-eastern European
country in transition to an innovation-driven,
knowledge-based society, and fostering entrepreneurship through entrepreneurship education programs has recently become a part of the national
strategic agenda.
The purpose of this study is to address the role of
teaching at entrepreneurial universities in maximizing entrepreneurial self-eﬃcacy, and to examine
the possibility of increasing the likelihood of entrepreneurial behavior by enhancing entrepreneurial
self-eﬃcacy with university students, in particular
through communities of practice, which refer to
groups of people who share a concern or a passion
for something, and learn to do it better while interacting regularly. The paper consists of ﬁve parts.
Drawing upon diﬀerent conceptual frameworks
from the literature on psychology and entrepreneurship, the research model is explained and research
propositions are developed. Next, research methodology is presented, including sample description
and the research instrument. Data analysis results
and main research ﬁndings are provided in the
fourth part. Finally, research results are discussed
from both theoretical and practical standpoint, and
directions for further research are outlined.

2. Theoretical framework
Entrepreneurship has, due to its contribution to
economic development and job creation, gained increased interest and research. Development agencies, government departments, and educational
institutions are facing the challenge to create an enterprising culture which will foster further development. Understanding what compels individuals to
become entrepreneurs, and what the antecedents of
entrepreneurial behavior are, remains an important
question in entrepreneurship research (Shane and
Venkataraman, 2000). Nevertheless, despite dec312

ades of research, there is still only a limited understanding of the process that prompts an individual
to become an entrepreneur.

2.1 Entrepreneurial self-eﬃcacy
Entrepreneurial behavior consists of individual’s
actions and reactions (Ajzen, 1991), and is inﬂuenced by the following elements: demographic
factors and personal characteristics, attitudes and
beliefs, intentions, environment, entrepreneurial
competences and education (Sedlan-Kőnig, 2012).
The outcomes that people expect largely depend on
their judgments of what they can accomplish. This
paper focuses on entrepreneurial self-eﬃcacy, as
one of the entrepreneurial beliefs.
There is a rich history of research on entrepreneurial behavior and self-eﬃcacy. Previously, a theoretical model (Boyd and Vozikis, 1994) was developed
in which self-eﬃcacy was proposed as an antecedent of entrepreneurship intentions and behavior.
The authors built on the model proposed earlier
by Bird (1988), which suggests that intentions are
a function of beliefs and provide a link between beliefs and subsequent behavior. Belief in itself does
not lead to behavior, but requires the arising of intention to translate the belief into action. An individual who perceives that he/she has competences
necessary for entrepreneurial success will be more
likely to engage in the behavior in that ﬁeld, and
persist in those activities. It is important to have a
belief in one’s ability to succeed and be able to project this belief to the outside world. Individuals are
motivated by perceived self-eﬃcacy, rather than
by objective ability (Markham et al., 2002). Selfeﬃcacy inﬂuences individual’s choice of activities,
goal levels, persistence and performance (Zhao et
al., 2005), opportunity recognition and risk taking
(Krueger and Dickson, 1994), career choice (Bandura 1986), as well as the scope of carrier options
considered, occupational interests, perseverance in
diﬃculties and personal eﬀectiveness (Markham et
al., 2002). Pfeifer et al. (2016) found that in Croatia students from wealthy families, as well as those
from urban areas have a higher perception of selfeﬃcacy. In addition, self-eﬃcacy presents a link
between knowledge, understanding, skills, experience, personal attributes and employability. Higher
levels of self-eﬃcacy prompt individuals to be realistic about their achievements and committed to
life-long learning. If self-eﬃcacy is seen as a belief in
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one’s capabilities in a particular situation, then selfconﬁdence could be seen as the way this is projected
to the outside world. An increase in self-eﬃcacy
should be reﬂected in an increase in demonstrated
self-conﬁdence, and it is through the development
of high general self-conﬁdence that employability is
achieved.
An important aspect of self-eﬃcacy is that it is seen
to be task and domain speciﬁc (Bandura, 1992).
Boyd and Vozikis (1994) sought to identify which
beliefs translate into entrepreneurial intentions and
concluded that self-eﬃcacy is the deciding factor
which aﬀects whether those with entrepreneurial
intention proceed to perform entrepreneurial actions. Based on their research, McGree et al. (2009)
suggest that Entrepreneurial self-eﬃcacy (ESE)
is best viewed as a multi-dimensional construct,
especially for examining the behavior of nascent
entrepreneurs. It can be deﬁned as an individual’s
conﬁdence in his/her ability to mobilize cognitive,
motivational and behavioral facilities to successfully perform entrepreneurial tasks. Entrepreneurial
self-eﬃcacy is proposed as an important explanatory variable in determining both the strength of entrepreneurial intentions (Wang et al., 2002; Barbosa
et al., 2007) and the likelihood that those intentions
will result in entrepreneurial actions. Interestingly,
it has been found (McGree et al., 2009) that nascent
entrepreneurs consistently posted higher ratings on
the ESE measures. The previous research by Pfeifer
et al. (2016) has conﬁrmed that the main predictors
of entrepreneurial intentions in students in Croatia
are strength of entrepreneurial identity aspiration
and entrepreneurial self-eﬃcacy.

2.2 Entrepreneurship education and entrepreneurial universities
Previous research (Cox et al., 2002; Wilson et al.,
2007) indicates that targeted education can play an
important role in developing higher levels of selfeﬃcacy. Although the research on entrepreneurial
education is now quite advanced, entrepreneurship education has only recently become an integral element of academic programs in Croatia.
Entrepreneurship education program is usually
deﬁned as a process of providing individuals with
the ability to recognize commercial opportunities
and the knowledge, skills and attitudes to act on
them (Jones and English, 2004). Professional skills
and “how to” knowledge are essential for starting,

managing and growing a new business, yet the way
economies function today have created the imperative for a broader understanding of the role of
entrepreneurship education. Besides professional
skills and knowledge, entrepreneurship education
should foster entrepreneurial competences in every
individual, as well as awareness of the beneﬁts of
entrepreneurship in the society. Therefore, universities have been encouraged to provide more substantial impact on developing and stimulating entrepreneurial knowledge, skills, attitudes and values
through their programs.
The availability of entrepreneurship programs in
higher education is important for a number of reasons. First of all, as entrepreneurship education has
a signiﬁcant impact on university culture and the
local community (Gibb and Hannon, 2006), introduction of entrepreneurship programs can be seen
as a ﬁrst step in the shift towards knowledge-based
society in which entrepreneurial university plays
the central role. Furthermore, universities that have
a strong focus on entrepreneurial activities often
assume an active role in regional business development, by including the entrepreneurial objective as
the third component to their mission, hand in hand
with research and education. Finally, in this way,
universities fulﬁll their role at the heart of the Triple
Helix model (Etzkowitz et al., 2008), which encompasses their deep involvement in economic and
social development, more intense commercialization of research results, patent and licensing activities, institutionalization of spin-oﬀ activities, and
managerial and attitudinal changes among faculty
members with respect to collaborative projects with
industry and government. The key issue then is the
eﬀectiveness of the education in raising the levels of
entrepreneurial self-eﬃcacy in students.
The majority of previous research indicates that education can contribute signiﬁcantly to the development of entrepreneurial behavior (Krueger, 2003),
and that individual’s ESE may be elevated through
training and education (Florin et al., 2007), but on
the other hand, Fayolle et al. (2006) found that entrepreneurship training programs, apart from having a direct positive impact, can have a counter
eﬀect on entrepreneurial intentions, as particular
combination of personal, perceptional and situational factors can lead to entrepreneurship education actually decreasing the level of entrepreneurial
intentions. Brockner et al. (2004) suggest that entrepreneurship education can prompt a person’s sen-
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sitivity to negative outcomes and force a person to
apply a preventive orientation. Wilson et al. (2007),
after establishing that entrepreneurship is still perceived as a male ﬁeld and that young women may
be limiting their career aspirations because they feel
that they do not have the requisite skills and abilities, came to a conclusion that entrepreneurship
education can possibly reduce the limiting eﬀects of
low self-eﬃcacy and ultimately increase the chances
for successful venture creation by women. It seems
that more entrepreneurial education does not necessarily lead to more entrepreneurial self-eﬃcacy,
more favorable attitude towards entrepreneurship
or more new ventures. One potential reason for
low self-eﬃcacy scores following an entrepreneurial
program might be related to the fact that the course
itself exposed students to the complexities of starting a business about which they had previously been
unaware (Cox et al., 2002). Interestingly, self-eﬃcacy is rarely used as an outcome measure, and a small
number of studies have examined the eﬀectiveness
of entrepreneurship programs in enhancing selfeﬃcacy (Cox et al., 2002). Moreover, the empirical
evidence has not been tested in transitional economies or entrepreneurially young contexts. The recent research by Bilić, Prka and Vidović (2011) reports that only 29.8 percent of Croatian university
students have entrepreneurial intentions. The same
research also provides evidence of a low correlation
between students’ enrollment in entrepreneurship
courses and their entrepreneurial intentions. Another Croatian study suggests that university-based
entrepreneurship education has a signiﬁcant direct
impact on developing entrepreneurial capacity and
mindset (Kružić and Pavić, 2010).
Literature review on entrepreneurship education
pedagogy aﬃrms that, in order to increase the likelihood of eﬀective entrepreneurship outcomes, entrepreneurship education should take the experiencebased learning approach. With the main challenge
being the creation of appropriate learning environment which reﬂects the life world of entrepreneurs,
entrepreneurship educators have increasingly adopted experiential learning approaches (Gibb, 2002)
which are deﬁned as processes in which knowledge
is created through the transformation of experience
(Kolb, 1984). Learning through experience, which
combines experience, perceptions, cognitions and
behaviors, is seen as an innovative alternative to traditional teaching. It emphasizes the central role that
experience plays in the learning process (Rae and
314

Carswell, 2000). One way of achieving this objective at entrepreneurial universities is by introducing
communities of practice into education programs.

2.3 Communities of practice
Lave and Wenger (1991) ﬁrst coined the term communities of practice. Three elements are crucial in
distinguishing a community of practice from other
groups and communities. A community of practice has an identity deﬁned by a shared domain of
interest. As a result of that, membership implies a
commitment to the domain, and therefore a shared
competence that distinguishes members from other
people. Secondly, in pursuing their interest in the
domain, members engage in joint activities and discussions, help each other, and share information.
They build relationships that enable them to learn
from each other. Finally, members of a community
of practice are practitioners. They develop a shared
repertoire of resources: experiences, stories, tools,
ways of addressing recurring problems, in short, a
shared practice.
Communities of practice can be considered a form
of experiential learning. They also present an opportunity for situated learning where learning occurs
through certain forms of social co-participation, is
contextual, and embedded within both social and
physical environment. Bandura (1992) suggests that
self-conﬁdence in our abilities to successfully perform speciﬁc tasks comes from four key sources:
mastery experiences, modeling, social persuasion
and judgments of our own physiological states.
Along these lines, opportunities for meaningful apprenticeships, developing business plans and participating in running a business that communities of
practice provide in the form of “learning by doing”
can potentially play an important role in developing entrepreneurial self-eﬃcacy in students. At the
same time, communities of practice boost chances
for using role models that help students form judgments of their own capabilities through personal
comparison (Cox et al., 2002). Furthermore, self-efﬁcacy can also be enhanced through social persuasion, i.e. positive encouragement and feedback from
co-participants in communities of practice.
Communities of practice are in regard to learning
and teaching characterized by the following. Experiences in communities of practice allow social,
as well as individual learning. Opportunities are
created for students to learn from mistakes and
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grow personally. Communities of practice ensure
exposure to uncertainty and ambiguity and bring
students closer to entrepreneurial way of life. In addition, projects are used proactively to encourage
learning with the emphasis on problem solving, and
reﬂection following experience occurs when learning happens. It has been found earlier (Rubin et al.,
2002) that involvement in communities of practice
is associated with enhanced performance in communication, initiative, decision making and teamwork.

3. Methodology
The main purpose of the empirical research was to
explore the eﬀect that entrepreneurial self-eﬃcacy
has on the development of entrepreneurial behavior and to examine the factors that change the perception of entrepreneurial self-eﬃcacy in university students. The research raised several questions.
Apart from testing whether entrepreneurial selfeﬃcacy inﬂuences probability and propensity towards entrepreneurial behavior, it explored whether
teaching at a Croatian university signiﬁcantly impacts entrepreneurial self-eﬃcacy, and investigated
the possibilities of integrating self-eﬃcacy into entrepreneurship education at university.
For the purpose of this research the following hypotheses were tested:
H1: Higher levels of entrepreneurial self-eﬃcacy
are positively correlated to a stronger propensity for entrepreneurial behavior and a
higher probability of starting own business.
H2: Perception of entrepreneurial self-eﬃcacy
is related to doing sport.
H3: Perception of entrepreneurial self-eﬃcacy
is related to membership in students’ associations.
H4: University teaching is positively associated
with the development of entrepreneurial
self-eﬃcacy.
The sample included students of Josip Juraj Strossmayer University of Osijek, equally distributed in
three years of undergraduate programs, and at all
faculties. After the elimination of incomplete questionnaires, the data set of 324 respondents was created. The sample was divided into three subgroups:
students who regularly do sports (40.1% of the

sample), secondly, students who are members of
students’ associations (20.1%) and ﬁnally, the control group, students who neither do sports nor are
members of students’ associations (39.8%). In this
research, membership in sports clubs and students’
associations have been taken as examples of communities of practice because members are identiﬁed by a shared domain of interest and competence,
and they engage in joint activities in which they
learn from each other. There were 52.8% men and
47.2% women in the sample. Students were asked
to ﬁll in a paper-and-pen questionnaire in Croatian,
which was made up of two parts. The ﬁrst part included eight closed questions related to the demographics of the respondents, their propensity for
entrepreneurial behavior and the estimated probability of starting their own business. In the second
part of the questionnaire, respondents were asked
to estimate their eﬃciency in the following competences that have by several authors been identiﬁed
as fundamental for entrepreneurial success: market
opportunity recognition, collecting, analysis and
understanding of data, persuasion and negotiation,
use of information technology, managing interpersonal relationships, managing ﬁnances, sales and
marketing, managing stress, managing uncertainty,
planning and dealing with changes in the environment. The students were also asked to evaluate the
inﬂuence that university teaching, membership in
sports clubs and students’ associations, and ﬁrsthand experience have on the perception of entrepreneurial self-eﬃcacy. Likert scale was used for the
answers, which thus present students’ self-report
measures of entrepreneurial self-eﬃcacy.
Nonparametric and parametric descriptive statistics was used in the analysis of the results. To test the
diﬀerences, univariate statistics, bivariate analysis,
as well as multivariate data analysis were employed.
In order to compare the means of several groups for
both dependent and independent variables univariate analysis of variance (ANOVA) was used. A multivariate analysis of variance (MANOVA), on the
other hand, was employed for the testing of eﬀects
and interactions of several independent variables on
more dependent variables.

4. Results and discussion
Concerning the H1: Higher levels of entrepreneurial
self-eﬃcacy are positively correlated to a stronger
propensity for entrepreneurial behavior and a high-
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er probability of starting own business, the correlation of variables: General perception of self-eﬃcacy,
Probability of starting a business and Propensity for
entrepreneurial behavior shows that there exists a
moderate positive correlation between general perception of entrepreneurial self-eﬃcacy and probability of starting a business (r=.390, p<0.01), as well
as propensity for entrepreneurial behavior (r=.466,
p<0.01). The results indicate that students show a
higher propensity for entrepreneurial behavior and
a higher probability of starting their own business if
they feel more self-eﬃcient, which means that the
Hypothesis 1 is conﬁrmed.
In order to test the H2 (Perception of entrepreneurial self-eﬃcacy is related to doing sport) and
H3 (Perception of entrepreneurial self-eﬃcacy is
related to membership in students’ associations),
the ANOVA procedure was used. On average, in all
categories of entrepreneurial competence (market
opportunity recognition, collecting, analysis and
understanding of data, persuasion and negotiation,
use of information technology, managing interpersonal relationships, managing ﬁnances, sales and
marketing, managing stress, managing uncertainty,
planning and dealing with changes in the environment) students who are members of students’ associations or sports clubs feel more eﬃcient than
students in the control group. The respondents in
general valued their self-eﬃcacy in managing interpersonal relationships (4.02) the highest, and their
self-eﬃcacy in sales and marketing (3.20) the lowest. It is interesting that students who are members
of students’ associations valued their self-eﬃcacy
in all categories, except in managing stress, higher
than students who do sports or students in the control group.
The ANOVA procedure has shown statistically
signiﬁcant diﬀerences especially for categories of
self-eﬃcacy in collecting, analysis and understanding of data (F=3,882, p<0.05), sales and marketing
(F=7.874, p<0.01) and dealing with changes in the
environment (F=5.064, p<0.01). Scheﬀe’s post hoc
analysis has shown that students who do sports, as
well as students who are members of students’ associations have signiﬁcantly higher results in aspects
of self-eﬃcacy related to collecting, analysis and understanding of data compared to the control group.
Interestingly, in aspects of sales and marketing and
dealing with changes in the environment, students
who are members of students’ associations have the
highest results. Therefore, the H2 (Perception of en316

trepreneurial self-eﬃcacy is related to doing sport)
is partly accepted, whereas H3 (Perception of entrepreneurial self-eﬃcacy is related to membership in
students’ associations) is fully accepted.
Hypothesis 4: University teaching is positively associated with the development of entrepreneurial selfeﬃcacy, was tested with the correlation analysis for
particular segments, as well as general self-eﬃcacy.
The lowest correlation exists for the impact of university teaching on eﬃcacy in persuasion and negotiation (r=.21), and the highest for eﬃcacy in sales
and marketing (r=.54). Values for other aspects of
entrepreneurial self-eﬃcacy are as follows: Managing interpersonal relations .25, Managing changes
in the environment .27, Dealing with uncertainty
.28, Market opportunities recognition .31, Planning
.34, Use of IT .34, Work under stress .38, Collecting, analysis and understanding of data .42, and Financial resources management .44, whereas general
perception of entrepreneurial self-eﬃcacy scored
r=.35. The results suggest that it is possible to inﬂuence the development of entrepreneurial competences at university, but a concern is voiced because
the estimation of the general impact of university
teaching on eﬃcacy in entrepreneurial competence
shows only a medium positive correlation.
Next, the contribution of doing sports, taking part
in students’ associations, and ﬁrsthand experience
to the development of entrepreneurial self-eﬃcacy
is examined. The results show that the correlation
between university teaching and general self-eﬃcacy is lower (0.347) than the correlation between
general self-eﬃcacy and ﬁrsthand experience
(0.603) on one hand, and membership in students’
associations and sports clubs (0.398) on the other
hand. Consequently, the perception of entrepreneurial self-eﬃcacy is more strongly associated with
ﬁrsthand experience and membership in students’
associations and sports clubs than with teaching interventions at university.
It is also interesting to comment why two subsamples (members of sports clubs and students’ associations, which were taken as examples of communities of practice) scored diﬀerently in the survey.
The conclusion is that some activities may be more
experiential and entrepreneurial in nature than others and may impact on students’ self-eﬃcacy in different ways.
In line with the previous research (Bird, 1988; Boyd
and Vozikis, 1994), this research has shown that in
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transitional and entrepreneurially young countries
such as Croatia, self-eﬃcacy also presents a strong
antecedent of entrepreneurial behavior. This research suggests that students who perceive higher
levels of entrepreneurial self-eﬃcacy demonstrate a
higher propensity for entrepreneurial behavior and
a higher probability of starting their own business.
Concerning the purpose of this study, which was to
address the role of teaching at universities in maximizing entrepreneurial self-eﬃcacy, and to examine
the possibility to maximize the likelihood of entrepreneurial behavior by enhancing self-eﬃcacy with
university students, it has been established that university teaching contributes moderately to the perception of entrepreneurial self-eﬃcacy. In line with
previous research (Gibb, 2002), it is implied that the
contribution would be more signiﬁcant if the experiential teaching approach, such as communities of
practice, was accepted.
Based on the results presented, ﬁrsthand experience
is identiﬁed as the most powerful factor to inﬂuence
the perception of entrepreneurial self-eﬃcacy. This
implies the need for evaluation, improvement and
changes in entrepreneurship education at universities. In order to exercise a stronger inﬂuence on
the development of entrepreneurial behavior, entrepreneurship education should adopt the experiential teaching approach and include more practical
activities during formal education at university. In
order to maximize the development of entrepreneurial behavior, ways of using ﬁrsthand experience
through supplementing university courses with
some forms of practical work and extracurricular
activities, i.e. communities of practice, is to be considered.
The research has demonstrated that students who
do sports and especially students who engage in
students’ associations perceive higher levels of entrepreneurial self-eﬃcacy than students who do
not share such experience. As in this research doing sports and taking part in students’ associations
were taken as examples of communities of practice,
it is suggested that during entrepreneurship education programs at university, students should be encouraged to engage in some form of communities of
practice. Because of their characteristics, communities of practice can be seen as a way of integrating
self-eﬃcacy into entrepreneurial education at an
entrepreneurial university.

It seems that students who do sports and engage
in students’ associations (these have been taken as
examples of communities of practice) gain more
conﬁdence and self-eﬃcacy in their actions by
learning from experience, which empowers them to
become more entrepreneurial. This conclusion has
important implications for teaching at universities
as teaching interventions at entrepreneurial universities should bring into focus increasing entrepreneurial self-eﬃcacy in students.
Based on the presented results, the following recommendations can be made. In order to increase
entrepreneurial self-eﬃcacy, experience based approach, in which students engage actively in the
process of learning and teachers take the role of
facilitators, should be employed whenever possible.
Learning facts, models and techniques is necessary,
but students also need to be conﬁdent that they
will be able to manage entrepreneurial tasks independently once they have completed their studies.
Therefore, for developing entrepreneurial behavior,
instruction based purely on lectures is insuﬃcient.
Only experience-based learning can provide exposure to solving problems and issues, and thus ensure a more holistic approach focused on students’
interests and needs, as well as self-expression. This
is intended to build conﬁdence and enable students
to practice, in addition to learning.
If we accept the fact that university is not the only
place where entrepreneurial behavior can be acquired, and acknowledge the important role of informal learning, the most comfortable way to boost
entrepreneurial self-eﬃcacy in university students,
and thus increase the number of enterprising individuals among students, is to supplement university teaching with various forms of communities
of practice. The types of communities of practice
that could be used in entrepreneurial education at
entrepreneurial universities (apart from the above
mentioned) are students’ interests groups, learning clubs, creative workshops, clubs that organize
competitions, workshops with guest speakers and
practitioners, visits to companies, participation
in centers for learning, taking part in activities in
Centers for entrepreneurship and Business incubators, spin-oﬀs, engagement in community service
projects, etc. In any case, a comprehensive system
of monitoring, evaluation and assessment of informal learning activities has to be developed.
The ﬁndings of the study should be interpreted
while keeping in mind its limitations. First, as with
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all self-report constructs, there might be problems
with the response bias. Students might have been
tempted to inﬂate their responses, avoiding admitting low levels of competence. Secondly, because
of underlying interacting relationships between
variables, the relationships presented in this paper
may need to be veriﬁed with more sophisticated
research techniques. Also, the research surveyed
the situation at one Croatian university, which may
prove insuﬃcient for making any generalizations.
It might prove interesting to conduct a similar research at other universities in Croatia and compare
the results. In addition, the research method captured data at one point in time. For the improvement in current research it is recommended that
future studies undertake a longitudinal approach.
More research is needed to explore how diﬀerent
types of communities of practice impact student
learning. Further research is also needed to investigate students’ career performance measures after graduation, which might shed light on whether
communities of practice really improve skills that
can be deployed in the job market.

5. Conclusion

about entrepreneurship, not for entrepreneurship.
Therefore, it is important that entrepreneurial universities apply a number of diﬀerent strategies to
stimulate the development of entrepreneurial potential, acknowledge informal learning as an important
area for development of entrepreneurial behavior
and employ communities of practice as a supplement
to traditional teaching practices.
There are three most salient points for integrating
entrepreneurial self-eﬃcacy into education at entrepreneurial universities: the acknowledgement of
the role of ﬁrsthand experience, the employment
of experience-based learning, and the introduction of communities of practice as a supplement for
traditional teaching methods. In conclusion, education in speciﬁc entrepreneurial competences is
important, but it may not be suﬃcient as students
need to perceive that those competences have been
mastered. It seems that entrepreneurial universities
have to invest additional eﬀorts to design programs
that not only give students a realistic sense of what
it takes to run a successful business, but also teach
necessary skills and thus develop entrepreneurial
self-eﬃcacy.

The presented research explored the role of teaching at universities in maximizing entrepreneurial
self-eﬃcacy, and examined the possibilities of inﬂuencing the likelihood of entrepreneurial behavior
by enhancing self-eﬃcacy with university students.
It also analyzed the impact that entrepreneurial
self-eﬃcacy has on propensity and probability of
entrepreneurial behavior. Furthermore, it looked
into the factors that inﬂuence the perception of
entrepreneurial self-eﬃcacy in university students.
Additionally, empirical evidence of the interaction
between entrepreneurial self-eﬃcacy and university
teaching interventions, the importance of ﬁrsthand
experience in the development of self-eﬃcacy was
presented.

The implications of this study are important for entrepreneurship educators and scholars as they oﬀer
a suggestion of how traditional teaching can be improved while maintaining its focus on transferring
knowledge and direct instruction. Most teachers at
university have realized that preparing students to
become more entrepreneurial is crucial, but diﬃcult. Supplementing traditional teaching with communities of practice oﬀers an improvement over
learning from textbooks, lectures and individually
written assignments, as well as an insight into how
more eﬀective university teaching can be provided.
Obviously, it is the teachers at entrepreneurial universities who should take the opportunity to embrace new teaching processes that would lead to
better outcomes.

Universities in Croatia are very traditional and
change-resistant institutions that have to realize the
opportunities of inﬂuencing and developing entrepreneurial behavior. The ﬁndings of the study provide
evidence that the university environment gives weak
encouragement and support to that goal. University
programs in general are traditionally un-entrepreneurial, and oriented toward supplying knowledge

Finally, this study can assist in developing an appropriate curriculum and pedagogy to support
students in becoming more entrepreneurial, which
may ultimately ensure the creation of sustainable
solutions for the economy. Communities of practice
have always been there, the teachers have just failed
to acknowledge them, and the hope is that in the
future they will no longer remain hidden.
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PODUZETNIČKA SAMOUČINKOVITOST
KAO ISHOD UČENJA NA SVEUČILIŠTIMA
Sažetak
Očekuje se da iz visokoobrazovnih institucija izlaze poduzetni pojedinci koji će ili postati poduzetnici ili će
moći upravljati svojom karijerom i životom na poduzetnički način. Ovo istraživanje bavi se ulogom poučavanja na sveučilištu sa svrhom povećanja poduzetničke samoučinkovitosti. Također se bavi i istraživanjem
postojanja mogućnosti za povećanje vjerojatnosti poduzetničkoga ponašanja povećanjem poduzetničke
samoučinkovitosti kod studenata. Ovaj je rad ispitao učinak koji poduzetnička samoučinkovitost ima na
razvoj motivacije za poduzetništvo i poduzetničko ponašanje na uzorku od 324 studenta sa Sveučilišta
Josipa Jurja Strossmayera u Osijeku.
Rezultati istraživanja ukazuju da studenti pokazuju veću sklonost poduzetničkom ponašanju i veću vjerojatnost za pokretanje poduzetničkoga pothvata ukoliko osjećaju veći stupanj poduzetničke samoučinkovitosti. Istraživanjem je također utvrđeno da poučavanja na fakultetima ne pridonose znatno poboljšanju
percepcije poduzetničke samoučinkovitosti kod studenata te da osobno iskustvo ima puno značajniju ulogu
u tome.
Važan zaključak ovoga istraživanja jest da je u cilju poticanja poduzetničkoga ponašanja neophodno razmotriti načine iskorištavanja potencijala osobnoga iskustva kroz nadopunjavanje kolegija na fakultetima
programima neformalnog i/ili informalnog učenja kao što su Zajednice prakse.
Ključne riječi: samoučinkovitost, poduzetničko ponašanje, poduzetničko obrazovanje, sveučilište, Zajednice prakse
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ENVIRONMENTALISM AND
DEVELOPMENT IN CATHOLIC
SOCIAL TEACHING: A CASE
OF THE ENCYCLICAL LAUDATO SI’
Abstract
In this paper an attempt has been made to contextualize the ecological dimension of contemporary Catholic social teaching. With this aim in mind, the authors discuss the merits of several theories and approaches
(political economy approaches, ecological modernization theory, environmental justice theory, and social
constructionism) coming from environmental sociology and other disciplinary traditions in the social sciences. After an analysis of relevant historical documents of Catholic social teaching with respect to the
environmental issues covered by them, the authors discuss the main lines of argument present in the recent
(2015) encyclical Laudato Si’ (Pope Francis) and interpret them in the aforementioned theoretical framework. In conclusion, the usefulness of Catholic social teaching for the public dialogue between science and
other relevant stakeholders, as well as its main strengths and weaknesses have been discussed.
Keywords: Catholic social teaching, Laudato Si’, environmental sociology, development, environment, ecological crisis

1. Introduction
1

Environmental issues and environmental crisis
have been a prominent topic in the social sciences
in the last couple of decades. Ecological issues are
widely present in Catholic social teaching (usually
abbreviated as: CST), they are also often commented in theological discourse, and presumably have a
signiﬁcant inﬂuence on environmental attitudes of
the members of the Catholic Church and possibly
wider public. However, CST is rarely discussed in
the framework of environmental sociology theories and other disciplinary traditions (ecological

and environmental economics, environmental law,
environmental psychology, etc.). In this paper, we
try to ﬁll in the gaps by proceeding beyond pure
comments on the ecological dimension of CST, and
moving towards an integrative understanding of
CST ecological writings. A direct motivation for the
paper comes from the encyclical Laudato Si’ issued
by Pope Francis in the previous year (2015). This
encyclical presents a further development in the
already coherent and recognizable ecological teaching of the Catholic Church. By comparing Laudato
Si’ and other documents with “secular” environmental theories and approaches, we try to point
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out their diﬀerences and similarities and to evaluate
whether and to what extent Catholic social teaching
can contribute to the theoretical foundations of the
environmental social sciences or enrich the current
debates on the social and cultural dimensions of environmental issues.
The paper is structured as follows. First, we provide
for a brief overview of the theoretical perspectives
in environmental sociology and similar disciplinary
traditions. Then we try to evaluate the importance
of CST and its environmental dimension. In concluding chapters, we analyse the main lines of argument in the Laudato Si’ interpreting them within
the framework of the aforementioned theories.

2. Environmental theories in social sciences
Despite their natural basis, there is no doubt that
“environmental problems are fundamentally social
problems: They result from human social behaviour, they are viewed as problematic because of their
impact on humans (as well as other species), and
their solution requires societal eﬀort” (Dunlap and
Marshall, 2007: 329). Dunlap and Marshall (2007)
employ the three-function model which analytically
separates three general functions of the bio-physical environment for the human society: serving as a
source of resources needed for sustaining life, serving as a waste disposal depository, and providing
humans with a habitat. In their opinion, notwithstanding its simplicity, “the model clariﬁes the characteristics and sources of environmental problems,
how they change over time, and thus the expanding
foci of environmental sociological research” (Dunlap and Marshall, 2007: 331). Ecological problems
arise when these three functions contradict each
other, when humans over-use the resources, or
when the capabilities of the ecosystems are not able
to meet the demands posed by human society. In
addition to this general framework, various theories
and approaches have been developed in the social
sciences in the course of the last several decades. As
arguably the most essential ones, we have selected
political economy approaches, ecological modernization theory, environmental justice theory, and
constructionism.
Schnaiberg’s (1980) model of the treadmill of production is widely considered as one of the ﬁrst
works that can be depicted as an application of
political economy to the environmental issues.
For him, environmental problems arise as a logical
324

consequence of the capitalist production system
that depends on the constant economic growth
motivated by the proﬁt motive. To put it brieﬂy,
the system is arranged alongside the necessity of
growth, wherein all institutions and social actors
are dependent on it. Such a production system also
brings about cultural uniformization, erasing the
diﬀerences between various localities and population groups (e.g., diﬀerences between urban and rural population) (Šundalić and Pavić, 2008).
An entirely diﬀerent strand of research, theories of
consumerism and consumer society, draws on the
similar foundations, i.e. on the growth dependence.
However, consumerism scholars (e.g., Hromadžić,
2008; Lipovetsky, 2007) place more emphasis on
consumer motivations, i.e. on the exchange value of
products that is constitutive of the identity in the
consumer society. Marketing and media industries
stimulate growth of “wishes” over “needs”, thus fuelling the growth and the subsequent environmental
disbalance.
On the other hand, “world-systems” authors try to
incorporate the environment and environmental issues into their vision of historical capitalism as a dynamical process of structuring and re-structuring of
the world-system. According to Wallerstein (1974),
the modern world-system arose from a crisis of the
feudal system through the new geographical division
of labour between core, semi-periphery and periphery countries. The so-called core countries (mainly
Western countries) beneﬁt from such a structure
by exporting manufactured goods with higher cost/
higher levels of added value and exchanging them
for cheaper raw materials coming from periphery
countries, while countries of the semi-periphery occupy the middle position. Capitalism structured as a
world-system appears to incorporate an uneven and
unbalanced process of development wherein diﬀerent geographical regions occupy their diﬀerentially
rewarding roles. Subsequent authors working in the
framework of this paradigm acknowledged a need
to include the environment into explanations of the
internal functioning of the capitalist world-system.
For example, Moore (2011) posits that capitalism
externalized nature as a source of raw production
inputs by globally expanding time-space compression and uniﬁcation, making the time linear and
the space ﬂat and homogenous. Moore even underscores a need of abandoning the Cartesian Nature/
Society division, and pleads for a conceptualization
of capitalism as environmental history.
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To brieﬂy summarize political economy approaches,
the issue of the ecological crisis cannot be separated
from the question of global justice. As pointed out
by Mazo (2015: 206), the development of the West
is subsidized in several ways that are unjust. First,
industrialization based on the combustion of fossil
fuels spurred climate change that aﬀects the whole
planet, including those parts of the world that have
not enjoyed large beneﬁts from it (developing countries). Second, the West imported industrial goods
that require extraction of resources and pollution,
thus “exporting” environmental problems into the
developing countries. Thirdly, the growth of the
West in the past couple of centuries has taken place
at the expense of the quality of life, and perhaps the
survival of future generations.
As pointed out by two of the most acknowledged
proponents of this theory, Arthur P. J. Mol and Gert
Spaargaren (2009: 253), the ecological modernization theory arose from the social context of the
1980s, which was conducive to deregulation partly
due to failures of the state-control mechanism of
combating the environmental crisis. For them, the
essence of EMT resides in the idea of a separate ecological rationality that can be diﬀerentiated from the
other rationalities. The ecological rationality materialized itself in various institutional changes, such
as governmental bodies in charge of environmental
issues, ecological non-governmental organizations
and the changes in political ideologies that incorporated green ideas and made old political ideologies somewhat obsolete. As summarized in Carolan
(2007), for the ecological modernization theory,
the solution of ecological crisis does not reside in
de-modernization, but in more modernization and
rationalization. This theory pushes for more ﬂexible
regulation regimes, polluter pays and precautionary principles and greener technologies. Thus, the
theory does not question the fundamentals of the
capitalist economy; it just opts for more “naturefriendly” production technologies that lead to a
sustainable development that encompasses the ecological principles. As such, the ecological modernization theory tends to downplay the importance
of over-consumption issues, over-emphasizing the
dematerialized nature of the contemporary digital
economy (Carolan, 2007).
Notwithstanding the fact that the ecological modernisation theory has been reﬁned and reconstructed during the years, Hannigan (2006) posits
that its most signiﬁcant deﬁciencies still remain in

place. The theory still depends on an uncorroborated technological optimism, i.e. it is premised on
an idea that technology is becoming greener and
environmentally neutral. This theory also tends to
underscore the politico-economical dimension of
ecological modernisation. In Hannigan’s (2006: 26)
own words, “…what can be sustained is only what
political and social forces in a particular historical
alignment deﬁne as acceptable”. Ecological modernisation theory also fails to address the so-called Jevons paradox (York and Rosa, 2003). Namely, even
if it would be true that energy and resource inputs
per unit of output tend to decrease in the process
of ecological modernization and dematerialisation
of the “superindustralized” economy, this would not
mean that total energy and resource inputs are decreasing. Available evidence seems to corroborate
the notion that eﬃciency increases lead to the increased use of resources due to the proﬁt seeking
that accelerate the “treadmill of production” (for a
review of the ﬁndings, see York and Rosa, 2003).
The environmental justice research tradition began in the United States by exploring diﬀerential
demographic exposure to environmental hazards,
especially when toxic waste is concerned. In its beginnings, this research determined that lower class
and minority groups (especially racial ones) are
disproportionately aﬀected by unhealthy exposure,
even though causal directions are not always clear
and easily discernible (for an overview, see Weinberg, 1998). Subsequent research and theoretical contributions have signiﬁcantly broadened the
scope of environmental and policy issues that fall
under the category of environmental justice. Besides environmental hazards, research on environmental (in)justice included access to environmental
amenities and other kind of environment in which
citizens live (parks, open spaces, working places
etc.), diﬀerential treatment by public authorities,
ignorance of mainstream environmental organizations when it comes to problems of disenfranchised
parts of population, and other types of inequalities
that should be analysed with environmental inequalities (Downey, 2005).
Additionally, it is necessary to diﬀerentiate between
disparate exposure, disparate health impacts, disparate social impacts and the relative distribution of
burdens versus beneﬁts (Downey, 2005: 353-354).
To be more precise, diﬀerential exposure might not
be necessarily present in order for environmental
injustice to exist. For example, health eﬀects on
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various social groups might be diﬀerent (e.g., due to
unequal health services availability). In other cases,
social impacts add up to disparate exposure, for
example by lowering the property values and levels of economic activity in the local community exposed to environmental hazards. As emphasized by
Downey, relative distribution inequality always exists in cases where the social groups that enjoy more
beneﬁts from the capitalist social relations (i.e., current organization of the economy) do not receive a
disproportionate burden of environmental damage
that is part of the aforementioned social relations.
As noted by Schlosberg (2013), in recent years environmental justice has been linked to the idea of
sustainable materialism. As opposed to the reactive
nature of earlier versions of environmental justice,
sustainable materialism puts environmental justice
in the framework of building just and sustainable
everyday life with regard to ecological resources.
The prominent examples include local communitybuilding in terms of local food markets and collective gardening, local energy production and more
demand for green jobs in the local community
(Schlosberg, 2013: 48-49).
Even though it is often misinterpreted as an example of denial of real (ontological) existence of
ecological problems, constructionism posits that
environmental conditions translate into perceived
environmental risks only after social, political and
cultural processes in which they are deﬁned as such
(Hannigan, 2006: 29). To put it in other words, environmental risks arise out of the discursive process
wherein mutually contradictory claims about the
state of the environment can be encountered. As
Yearley (2002: 275) puts it, “there are more potential environmental problems than there is public
attention and media coverage devoted to them”. In
order to gain better understanding of the constructionism, it is useful to distinguish between milder
and more extreme versions of relativism (Klein,
2002). Extreme relativism denies the objective reality and implies that either all the statements are
equally true or that none of them are true. In other
words, objective reality arises from the process of
social construction in such a way that we cannot
even speak of the reality before the process happens. Milder forms of relativism don’t deny the
existence of reality, but only emphasize contexts
of justiﬁcation. As Klein (2002) noted, this kind of
relativism is much more useful in the context of environmental sciences since it doesn’t preclude the
326

existence of situations where environmental claims
are uncontested and can be studied in a positivist
manner. Unjustiﬁed attacks on constructionism
probably stem from the conﬂation of diﬀerent types
of constructionism. Thus, the construction of social
reality, institutional construction, the construction
of knowledge and the social construction of objective reality are often mixed-up together under the
term “constructionism” (Demeritt, 2006).
To sum up, constructionism contends that in most
environmental issues there are mutually contradictory contested claims that ﬁght for legitimacy. Yearley presents a well-known case of the planned sea
sinking of the Brent Spar oil platform in 1995. Facing bad publicity and a potential consumer boycott,
the oil company Shell abandoned their aforementioned plan. Notwithstanding the fact that the situation presented a potential environmental hazard,
the public and media were not aware of the problem
until a non-governmental environmental organization had launched a campaign and pushed the issue onto the public and media agenda. As Yearley
emphasizes, at the same time there were many at
least as important environmental issues, such as
public transportation pollution, that were not present in the public discourse. This example shows that
constructionism is not to be understood as a deconstruction of the real existence of environmental issues, but as an analytical approach that warns that
all risks are inevitably socially constructed, and that
the conscious or unconscious agenda of various social actors should be taken into account.

3. Catholic social teaching and its signiﬁcance
As emphasized by Becker and van der Zweerde
(2013), the entire history of Christianity can be
pictured as an oscillation between rejection of the
“sinful” world and a quest for transcendence, on the
one hand, and active attempts to shape the world
/society according to the Christian principles. In
between of these extreme positions there is a third
way that tries to change the world, but also to never
become too close to social and political ideologies
and secular interests. Catholic social teaching arises
precisely from the connection between social activism and social justice, on the one hand, and a life led
by virtues, on the other (Sullivan, 1998: 14).
The attitude of the Catholic Church towards social
and economic changes had been defensive and conservative throughout the entire 19th century. As a
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manifest of antimodernity the Syllabus of Pope Pius
IX can be pointed out, wherein the Pope criticizes
and rejects many liberal ideas, such as freedom of
religion and the separation of the church and state.
A signiﬁcant change comes with the pontiﬁcate of
Leo XIII, especially with his encyclical Rerum Novarum, which represents the beginning of modern
Catholic social teaching. In this encyclical the Pope
pleads for an improvement of the working class
living conditions, particularly having in mind the
growth of the socialist ideology of the time. Rerum
Novarum became a reference point for all subsequent papal social encyclicals that have further developed the CST, such as Mater et Magistra (1961,
John XXIII) and Octogesima Adveniens (1971, Paul
VI).

society. Therefore, development aid is best achieved
through its grounding in local civil society organizations, mostly of a religious nature, and their moral
concepts (Thomas, 2010: 26-28). As pointed out by
Thomas (2010: 32), this doesn’t mean that there are
no moral values, but only that western enlightenment is not the only way to reach them. And ﬁnally,
according to Thomas, Catholic social teaching underlines the multidimensionality of the development and a need not to include only its economic
and political dimension, but also to preserve local
identities. Attempts to ignore or oppress the local
culture and identity can result in diﬀerent kinds of
terrorism, extremism and other forms of political
instability (Thomas, 2010: 32).

Since the Second Vatican Council there have been a
couple of signiﬁcant social changes that demanded
fresh answers from Catholic social teaching, but
they also have pointed to the signiﬁcance of CST
(Thomas, 2010). According to Thomas, the ﬁrst of
these changes apply to the global rise of religion,
which usually happens as a response to modernization failures of secular states and ideologies.
Another change relates to the globalization which
brings a kind of convergence and compression of
space and time, but it also brings the local resistance to globalization, as well as its adaptation to
local circumstances and traditions (“glocalization”
in the terminology of Ronald Robertson). The third
change relates to the changed nature of conﬂict and
security in the modern world. The conﬂicts are increasingly becoming internal conﬂicts of the “weak”
states that can no longer maintain order in their territory. In contrast to previous macro-interstate conﬂicts, the micro-conﬂicts in the form of civil wars
and terrorism take the international stage.

4. Catholic social teaching and the
environment

According to Thomas (2010), Catholic social teaching can accommodate the new circumstances by
using the concepts of personalism, subsidiarity and
global justice as the foundations of development
policies. In fact, personalism and subsidiarity, as
constituent concepts of Catholic social teaching,
more and more resonate with contemporary concepts of development that take into account local
traditions, morality and civil society. Namely, the
relational and the narrative concept of identity in
the minds of many citizens, especially the ones living in underdeveloped countries, is opposed to the
liberal Enlightenment idea of an autonomous citizen who follows his interests in the context of civil

In his hypothesis, which subsequently has become
eponymously known as the “Lynn White Thesis”,
White (1967) expressed a view that Christianity is
a culprit for the ecological crisis, describing it “as
the most anthropocentric religion the world has
seen”. In his own words, “modern technology is at
least partly to be explained as an Occidental, voluntarist realization of the Christian dogma of man’s
transcendence of, and rightful master over nature”
(White, 1967: 1205). To put it brieﬂy, White stated
that the Christian God established rightful human
dominance over nature, especially in the Occidental
version of Christian theology that gives priority to
action (sin as a moral deﬁciency) over thinking (sin
as an intellectual deﬁciency). Sociological research
that followed aimed at scrutinizing an empirical
connection between religious worldviews and environmental attitudes and values brought about weak
and inconclusive results (Berry, 2013). For example,
Hope and Jones (2014) established that both the
Christian and Muslim beliefs in the afterlife and
divine intervention reduce the risk-perception of
environmental issues. On the other hand, based on
the results of their research, Djupe and Hunt (2009)
conclude that the Christian worldview is not incompatible with holding pro-environmental attitudes,
whereas Boyd (1999) found that religious variables
have a very weak and diverse relationship with environmental attitudes2. Part of the explanation for the
mixed results could be the vast diversity of Christianity itself, i.e. diﬀerences of the theological views
of various Christian churches and denominations.
For example, Catholic social teaching was very keen
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to embrace new ecological thinking after it gained
momentum in the 1960s.
Even though CST has been traditionally orientated
towards the “social question”, i.e. towards the issue
of social justice, work and development, the environmental issue has become a cardinal part of the
teaching from the second part of the 20th century.
As early as 1971, the Synod of Bishops in a document called Justice in the world warned that the
“delicate biosphere of the whole complex of all life
on earth, are not inﬁnite, but on the contrary must
be saved and preserved as a unique patrimony belonging to all human beings”3. Environmental topics are extensively present in the social teaching of
popes John Paul II and Benedict XVI, considered by
many as the “green popes”.
In his encyclical Redemptor Hominis (1979), John
Paul II ﬁercely condemns anthropocentrism stating
that “man often seems to see no other meaning in
his natural environment than what serves for immediate use and consumption”. Yet it was the Creator’s
will that man should communicate with nature as
an intelligent and noble ‘master’ and ‘guardian’, and
not as a heedless ‘exploiter’ and ‘destroyer’4. This
idea is further echoed in Sollicitudo Rei Socialis
(1987), where the Pope integrates the concepts of
development and ecology: “A true concept of development cannot ignore the use of the elements of
nature, the renewability of resources and the consequences of haphazard industrialization - three considerations which alert our consciences to the moral
dimension of development”5. In his encyclical Centesimus Annus (1991), dedicated to the 100th anniversary of Rerum Novarum, John Paul II frames the
ecological crisis into the context of consumerism.
He underlines that in “… desire to have and to enjoy
rather than to be and to grow, man consumes the
resources of the earth and his own life in an excessive and disordered way”6. For him, the main cause
of such a desire is the so-called anthropological error, wherein man forgets that natural resources are
God’s gift, and that he should not use them arbitrarily and without any restraint.
In his encyclical Spe Salvi Benedict XVI displays almost a catastrophic prognosis of the future of mankind. Namely, since the morality of the human species cannot advance and be accumulated in the same
way as the progress of technology can, it can be inferred that the technological progress without ethics
can represent a signiﬁcant threat to mankind (Cain,
2012: 3). For Benedict XVI the nature of modernity is
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entailed in the epistemological program that rejects
metaphysics and reduces knowledge to what can be
known because it is made by men. Only that which
is related to the power of doing, the praxis and technique is to be considered as knowledge. Such an epistemological program ultimately has had the political
purpose of freeing man from all the givens of nature
and enabling social progress through the autonomy
of the individual and society. The ﬁnal result of this
development is that the modern man is free of all attachments to any moral and metaphysical purposes.
Thus, man rejects God, but he also has to confront
the void and the absurdity of human life. According
to the Pope, this development frees up space for an
uninterrupted rule of technique that can be used by
human beings for their own purposes, while its rule
cannot be questioned.
The environmental issue is further developed in the
encyclical Caritas in Veritate (2009). In this document, Benedict XVI puts environmental problems in
the context of integral development. For him, “in nature, the believer recognizes the wonderful result of
God’s creative activity, which we may use responsibly
to satisfy our legitimate needs, material or otherwise,
while respecting the intrinsic balance of creation. If
this vision is lost, we end up either considering nature an untouchable taboo or, on the contrary, abusing it. Neither attitude is consonant with the Christian vision of nature as the fruit of God’s creation”7. In
line with the previous encyclicals, the Pope reﬂects
on ecological problems in the context of the development taken as a world-system. In this sense, he
emphasizes the problem of equitable energy distribution, pleading for a renewed solidarity and access
to energy sources for developing countries. An important place is also given to the inter-generational
justice and responsibility. In the Pope’s words, “…we
must recognize our grave duty to hand the earth on
to future generations in such a condition that they
too can worthily inhabit it and continue to cultivate
it”8. In conclusion of the section dedicated to the environment and development, Caritas in Veritate “invites contemporary society to a serious review of its
life-style, which, in many parts of the world, is prone
to hedonism and consumerism, regardless of their
harmful consequences”9.

5. Laudato Si’
A choice of an entirely new name, which no pope
had made since the 10th century, speaks of the re-
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formist orientation of the new Pope, especially when
one considers that it is the name of the Holy Francis
taken by a Jesuit (Mayer, 2013). On the other hand,
Pope Francis has continued a tendency towards an
“informal” papacy, guided by the idea of service and
connection with the faithful, at the expense of unnecessary lavish tributes and formal hierarchy. This
tendency can be read from some of the moves of
Francis’ predecessors. Thus Paul VI renounced the
tiara, Pope John Paul II the use of Papal carriers (socalled sedia gestatoria), while Benedict XVI even
waived his pontiﬁcate (Mayer, 2013: 149).
Laudato Si’ was published in 2015 and represents
a continuation of the social teaching of the former
two “green popes”. It follows the already established
structure of the social encyclicals by paying tribute to his predecessors and their writings, starting
with John XXIII and his Pacem in Terris. However,
in our opinion, given the complexity of the analysis
and the in-depth coverage of all signiﬁcant contemporary environmental topics, Laudato Si’ might be
the “greenest” document in the history of Catholic
social teaching.
In the beginning of the encyclical the Pope also
emphasizes that ecological concerns unite theology with science, philosophy and civil groups, and
he even pays tribute to Ecumenical Patriarch Bartholomew and his ecological writings and pleas.
Pope Francis also makes an environmental appeal
by stating that “humanity still has the ability to
work together in building our common home. Here
I want to recognize, encourage and thank all those
striving in countless ways to guarantee the protection of the home which we share”10. The appeal for
a comprehensive dialogue is also present in the following quote: “We need a conversation which includes everyone, since the environmental challenge
we are undergoing, and its human roots, concern
and aﬀect us all”11.
Pope Francis explicitly rejects alleged Judeo-Christian guilt for the anthropocentrism that is the cause
of the environmental crisis (aforementioned “Lynn
White thesis”). He posits that such a hypothesis
stems from the ﬂawed biblical hermeneutics (e.g.,
Book of Genesis) which doesn’t consider biblical passages that testify that Man should treat the
Earth and all living beings with the outmost care
and responsibility respecting their dignity. For Pope
Francis, the root cause of human maltreatment of
nature is sin, wherein mankind broke its relationship with nature “by our presuming to take the place

of God and refusing to acknowledge our creaturely
limitations”12. He also references “pro-environmental traditions” inside the Church, such as St. Francis
who “helps us to see that an integral ecology calls
for openness to categories which transcend the language of mathematics and biology, and take us to
the heart of what it is to be human”13.
As the most pressing contemporary environmental issues the encyclical lists pollution and climate
change, the issue of water and the loss of biodiversity. However, decline in the quality of human life
and the breakdown of society, as well as global inequality are mentioned and analysed alongside the
environmental issues in the narrow sense.
In the fourth section of the encyclical, Pope Francis pays attention to the micro-level environmental degradation, i.e. to a connection between environmental and social degradation. He states that
“nowadays, for example, we are conscious of the
disproportionate and unruly growth of many cities,
which have become unhealthy to live in, not only
because of pollution caused by toxic emissions, but
also as a result of urban chaos, poor transportation, and visual pollution and noise. Many cities are
huge, ineﬃcient structures, excessively wasteful of
energy and water. Neighbourhoods, even those recently built, are congested, chaotic and lacking in
suﬃcient green space”14. A strong, even poignant
condemnation of environmental injustice is visible
in the following sentence: “the privatization of certain spaces has restricted people’s access to places of
particular beauty. In others, ‘ecological’ neighbourhoods have been created which are closed to outsiders in order to ensure an artiﬁcial tranquillity. Frequently, we ﬁnd beautiful and carefully manicured
green spaces in so-called ‘safer’ areas of cities, but
not in the more hidden areas where the disposable
of society live”15. Additionally, the Pope warns of
the social consequences of environmental injustice,
such as social decline, loss of integration and social
cohesion, as well as the social isolation of the large
groups of population.
In the ﬁfth section of the Laudato Si’ entitled “Global inequality” Pope Francis states that environmental degradation is inextricably connected with
several dimensions of global injustice. The Pope
clearly discards issues of population growth and its
contribution to the global environmental crisis, declaring questions of contraception and birth control
as non-issues. In his words, “to blame population
growth instead of extreme and selective consumer-

God. XXIX, BR. 2/2016. str. 323-334

329

Željko Pavić, Antun Šundalić: Environmentalism and development in catholic social teaching: a case of the encyclical Laudato Si’

ism on the part of some, is one way of refusing to
face the issues”16. Thus, the Pope directly references
the treadmill of production and consumerism arguments, stating that the unconstrained consumption
of the rich minority of the world’s population endangers the entire planet. However, the Pope’s arguments are not developed further since he doesn’t try
to explain the root causes of consumerism, nor explain the connections of consumerism with identity
construction in postmodern, media-saturated and
consumerist societies.
By describing “the ethics of international relations”
as the causes of global environmental injustice,
Pope Francis also references both world-systems
and environmental justice theories. The Pope mentions unbalanced trade relations with exporting raw
materials to the developed North causing environmental degradation throughout the poor South.
International environmental justice is ﬂawed since
“ecological debt” is accumulated through pollution
and resource depletion caused by consumption
taking place in developed countries. The Pope proposes a solution for this situation: “The developed
countries ought to help pay this debt by signiﬁcantly
limiting their consumption of non-renewable energy and by assisting poorer countries to support
policies and programmes of sustainable development”17.
Pope Francis implicitly refutes the ecological modernisation theory by refusing any partial, peacemeal solutions of environmental problems and the
technocentrism paradigm inherent in such solutions. This is especially visible from the following
passage18: “Ecological culture cannot be reduced to
a series of urgent and partial responses to the immediate problems of pollution, environmental decay and the depletion of natural resources”.
When it comes to the constructionism vs. realism
debate, Pope Francis seems to aﬃrm a strong realistic view towards environmental issues. His list
of the environmental problems, such as pollution,
resource depletion or drinking water shortage, appears to be comprehensive and commonsensical,
notwithstanding the fact that he mentions that “on
many concrete questions, the Church has no reason
to oﬀer a deﬁnitive opinion; she knows that honest
debate must be encouraged among experts, while
respecting divergent views”19. This position is quite
understandable bearing in mind anti-relativistic
epistemology that is present in the entire Catholic
social teaching, as well in other teachings of the
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Catholic Church. In our opinion, this is the main
weakness of the encyclical and the entire ecological
dimension of the CST. Constructionism/constructivism doesn’t nihilistically deny the real existence
of environmental problems, but it only warns of the
process of their social construction. Environmental
problems don’t arise out of nothing, and they don’t
exist as such. The plurality of interests of various social agents has to be borne in mind, media agenda
included. Only by fully acknowledging diﬀerent
perspectives and interests, as well as their partial
and biased nature, democratic environmental public policies can be reached and enacted.
The importance of vested interests and environmental bias can be illustrated by analysing reactions to Laudato Si’, which have been particularly
negative in the United States (Maza, 2015). Two
of the Republican aspirants to the presidential
nomination, Rick Santorum and Jeb Bush (both
Catholics!), criticised the encyclical as the Pope’s
unwelcome interference into questions of science,
politics and economic politics, advising him to
keep himself only to the theological and moral issues. On the other hand, these politicians, as Maza
shows, will quote Catholic social teaching whenever their political attitudes can be supported by
the teaching.

6. Conclusion
Even though Catholic social teaching in some respect can oﬀer a nuanced analysis of environmental
issues, its main raison d’être primarily continues to
be the theological interpretation of the environmental crisis with the purpose of motivating the
Christians/Catholics to behave in an environmentally correct way. The Pope explicitly acknowledges
the motivational purpose of CST in the following
passage20: “I would like from the outset to show how
faith convictions can oﬀer Christians, and some
other believers as well, ample motivation to care for
nature and for the most vulnerable of their brothers
and sisters.”
However, as shown in this paper, Catholic social
teaching incorporates almost all of the paradigms
and theories that are present in the environmental
social science disciplinary traditions. In this way, the
teaching continues to present a useful partner in a
dialogue between science, industry, civil society and
the general public. Pope Francis evokes the much
needed pluriperspectivism by stating that “if we
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are truly concerned to develop an ecology capable
of remedying the damage we have done, no branch
of the sciences and no form of wisdom can be left
out, and that includes religion and the language particular to it” (Laudato Si’, No. 63). In his opinion, the
Catholic Church achieved a good balance between
faith and reason by accepting a dialogue with philosophy, and social teaching represents an example
of such a synthesis with regard to social issues.

ies with relation to class, ethnic and racial inequalities, and well-documented in social research. In line
with its “preferential option for the poor”, Catholic
social teaching would beneﬁt from the more intensive inclusion of an analysis of this dimension of environmental justice in its tenets. Laudato Si’ tackles
this issue more strongly than previous encyclicals,
thus making a valuable contribution to teaching and
to the social sciences.

Starting from the 1960s, almost all social encyclicals
analyse environmental issues and development in
an integral way by connecting them to the structure
of the so-called world-system. Pope Francis in Laudato Si’ continues to follow this tradition by pointing out the unjust international trade relations and
unbalanced burdens of pollution and resource depletion, coupled with unequal beneﬁts arising from
capitalist development. However, such a global
perspective of Catholic social teaching sometimes
obscures environmental injustice present in societ-

Catholic social teaching would also beneﬁt from
including a more relativistic stance towards the
idea of the social construction of environmental
issues. Even though this idea is often contested in
the social sciences themselves, the milder versions
of constructivism could be very useful in discussions about the public prominence of particular environmental issues and problems, as well as in the
debunking of anti-environmental ideologies that
stem from the vested interests of diﬀerent social
and business groups.
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EKOLOGIJA I RAZVOJ U KATOLIČKOM SOCIJALNOM
NAUKU: SLUČAJ ENCIKLIKE LAUDATO SI’
Sažetak
U ovome se radu pokušava kontekstualizirati ekološka dimenzija suvremenoga katoličkog socijalnog nauka.
Imajući u vidu ovaj cilj, autori raspravljaju o obilježjima i korisnosti različitih teorija i pristupa (pristup
političke ekonomije, teorija ekološke modernizacije, teorija ekološke pravednosti i socijalni konstruktivizam) koji dolaze iz sociologije okoliša i drugih disciplinarnih tradicija iz društvenih znanosti. Nakon analize relevantnih povijesnih dokumenata katoličkog socijalnog nauka i ekoloških pitanja koja su sadržana u
njima, autori analiziraju glavne argumente prisutne u nedavnoj (2015.) enciklici Laudato Si’ (Papa Franjo)
i interpretiraju ih u prethodno navedenom teorijskom okviru. Zaključno se raspravlja o koristi katoličkoga
socijalnog nauka u javnom dijalogu između znanosti i drugih relevantnih dionika, kao i o osnovnim snagama i slabostima katoličkoga socijalnog nauka.
Ključne riječi: katolički socijalni nauk, Laudato Si’, sociologija okoliša, razvoj, okoliš, ekološka kriza
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FINANCIAL DETERMINANTS OF
SMEs GROWTH IN THE TIME OF
ECONOMIC DOWNTURN
Abstract
The importance of high-growth enterprises in national economies has been widely substantiated by economic research in recent years. There are a small number of papers that investigate determinants of growth
in the time of economic downturn. This paper is focused on ﬁnding ﬁnancial ratios that are determinants
of growth in small and medium-sized enterprises (SMEs) which operate in downturn economies. The assumption of this study is that the time of economic downturn sets new challenges to SMEs and that fact
should be reﬂected in their ﬁnancial statements as well as in the growth prediction model. Our hypotheses have been tested on the sample of 1492 SMEs from Croatia over the period 2008-2013 in the time of
economic downturn. Using logistic regression, a growth prediction model has been developed and tested.
Results have shown that in the time of economic downturn, growth potential of SMEs increases with the
increase of liquidity, turnover and proﬁtability and with the decrease of leverage.
Keywords: Growth prediction, SMEs, logistic regression, downturn economy

1. Introduction
Understanding how enterprises grow, especially
small and medium-sized enterprises (SMEs), is an
important issue. In most industries, small ﬁrms
account for much of the capital stock, employment, and a surprisingly large fraction of innovations (Savlovschi and Robu, 2011; Lukács, 2005).
Studying ﬁrm growth can provide insights into
the dynamics of the competitive process, strategic
behaviour, the evolution of market structure, and
perhaps even the growth of the aggregate economy.
Additionally, a crucial role that high-growth com-

panies play in national economies is reﬂected in the
fact that increasing employment rate (or decreasing
unemployment rate) is set as a top strategic goal in
most countries in the world. The question of enterprise growth is one of the central issues of entrepreneurship research, besides innovation and venture
creation (Delmar, 2006). Aligned with that, factors
that inﬂuence growth potential of enterprises can
be investigated on a national level and an enterprise
level. In this paper, the focus has been put on enterprises as units of analysis and their ﬁnancial statements as the main source of information for pre-
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dicting growth. Despite a relatively high interest in
research on enterprise growth, there is a lack of literature on growth determinants of privately-owned
small and medium-sized enterprises, especially in
the context of economic downturn. Due to their
size and resource constraints, SMEs are particularly
aﬀected by the negative trends of economic downturn, yet little research has been done to identify the
critical factors of survival in rough times (Soininen
et al., 2012; Vermoesen et al., 2013). Besides, there
is a lack of papers that are oriented towards ﬁnding
the ﬁnancial determinants of growth. This paper is
directly focused on explaining these issues – ﬁnding ﬁnancial ratios that are determinants of growth
of SMEs that operate in downturn economies. Delmar et al. (2003) in their research state that growth
is not a random or chance event but is associated
with speciﬁc ﬁrm attributes, behaviours, strategies
and decisions that are critical in a ﬁrm’s ability to
achieve and sustain rapid growth. Furthermore, a
ﬁrm’s prospects for growth are to a certain extent
determined by its assets, ﬁnancial structure, and
some other variables, all of which can be extracted
from the ﬁnancial statements. In other words, a
ﬁrm’s potential for future growth depends on and
can be predicted by the current state and structure
of its assets, liabilities, equity, revenues and expenses. In that context, the goal of the study is to identify which ﬁnancial ratios are the most important
predictors of SMEs growth in the time of economic
downturn.
From the macroeconomic perspective, an economic
downturn is a period characterized by a decline in
the rate of economic growth or even negative values of growth rates. The main features of an economic downturn include lower consumer conﬁdence which can further reduce consumption or
investment spending, and increase unemployment.
In such environment, SMEs face a new set of challenges and it is reasonable to assume that their paths
to growth will be diﬀerent.
This produces the following hypotheses:
H1: In the time of economic downturn, SMEs
are more likely to self-ﬁnance their growth (use internal sources for funding their business).
H2: In the time of economic downturn, SMEs
with higher level of liquidity are more likely to
grow.
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H3: In the time of economic downturn, SMEs
with higher business activity (measured by higher
turnover ratios) are more likely to grow.
H4: In the time of economic downturn, SMEs
with higher potential for growth tend to use their
retained earnings to fuel the growth.
In order to extract the ﬁnancial determinants that
are signiﬁcant in predicting growth potential and to
test our hypotheses, a logistic regression model is
developed.
The structure of the paper goes as follows. The next
section sets the theoretical framework and provides
an overview of the research on enterprise growth
with the emphasis on studies devoted to SME sector. Section 3 is devoted to research methodology
with subsections related to data and variables, and
methods applied in the study. The results of the
analysis are presented in section 4, while section
5 contains discussion, conclusion and implications
for further research.

2. Theoretical Framework
Enterprise growth is a heterogeneous phenomenon
that can be conceptualized in various ways depending on the speciﬁc feature that has been put in focus
(e.g. determinants of growth, processes by which
ﬁrm growth occurs, inﬂuence of external factors on
enterprise growth, etc.). There are a vast number of
various deﬁnitions of growth and researchers tend
to use them interchangeably. Growth can be measured quantitatively, e.g. in terms of revenue generation, physical output or business volume expansion,
and qualitatively, e.g. in terms of quality of products
or market position. Deﬁning growth is a very important step of the research process since the selected set of predictors and, ultimately, implications
of the analysis results will depend heavily on the way
growth variable is operationalized (Weinzimmer et
al., 1998). Most commonly, growth is measured in
terms of revenue generation (sales), employment
and asset growth. However, sales are not always a
good indicator for growth, and sometimes it is possible that assets and employment grow before any
sales occur (Delmar et al., 2003). For the purpose
of this study, growth is measured as an increase of
assets since building an adequate combination of
tangible and intangible assets is a crucial part of the
process of economic growth.
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Factors inﬂuencing growth in small ﬁrms have usually been understood in terms of three main categories: the entrepreneur, the ﬁrm and the strategy
(Storey, 1994). In such a framework, many factors
have been found to be particularly associated with
high-growth ﬁrms. When it comes to characteristics
of an entrepreneur, willingness to become involved
in situations with uncertain outcomes, mid-management experience (Cassia et al., 2009), education
and entrepreneur’s aspiration to grow (Kolvereid
and Bullvag, 1996) have been singled out as relevant
growth factors. On the ﬁrm level, age and size of an
enterprise, strategic orientation (Barringer et al.,
2005; Morone and Testa, 2008; Freel and Robson,
2004), level of R&D (McGee and Dowling, 1994),
innovation (Christensen and Bower, 1996; Fischer
et al., 1997), ﬁnancial structure and productivity
(Mateev and Anastasov, 2010) are shown to positively inﬂuence potential for growth. Another study
on SME growth prediction (Barringer et al., 2005)
was aimed at ﬁnding growth-related attributes in
four areas: founder characteristics, ﬁrm attributes,
business practices, and human resource management practices. With regard to founder characteristics, the founders of the rapid-growth ﬁrms in the
sample were better educated, had a more compelling entrepreneurial story (or motivation to be an
entrepreneur), and had a higher incidence of prior
industry experience. In terms of ﬁrm attributes,
rapid-growth ﬁrms had a stronger commitment to
growth, were more involved in inter-organizational
relationships, and utilized a growth-oriented mission statement to a greater extent. From the perspective of business practices, rapid-growth ﬁrms
added more unique value and had a deeper level
of customer knowledge. Finally, in relation to human resource management practices, rapid-growth
ﬁrms emphasized training, employee development,
ﬁnancial incentives, and stock options.
Financial determinants of growth are present in
models developed in the previous studies. Helmers
and Rogers (2011) in their research about determinants of SME growth concluded that the most
important determinants seem to be the capacity
to invest, particularly in R&D. Moreno and Casillas (2007) focused on the identiﬁcation of the distinguishing factors of high growth SMEs, and they
showed that rapid-growth ﬁrms are characterized
by a lower availability of ﬁnancial resources in the

years immediately preceding their growth. This is
consistent with Stevenson and Jarillo (1990) and
Baum et al. (2001) who concluded that searching
for and exploiting opportunities contributes to accelerated growth more than eﬃciently managing
acquired ﬁnancial resources. On the other hand,
Becchetti and Trovato (2002) showed that availability of external ﬁnance and internationalization are
positively related to ﬁrm’s growth. In the context of
transition countries, Mateev and Anastasov (2010)
have suggested that ﬁrm growth is determined not
only by the traditional characteristics of size and
age, but also by other ﬁrm-speciﬁc factors such as
indebtedness, internal ﬁnancing, future growth opportunities, process and product innovation, and
organizational changes. Sampagnaro (2013) has
identiﬁed the balance sheet ratios that enable managers to predict which enterprises are better candidates for a high-growth path. The study pointed out
that ﬁrm size, ﬁrm age and, primarily, internal cash
ﬂows (despite bank loans), are of most relevance to
the growth and success of a ﬁrm. Moreover, there
is an unambiguous tendency of external ﬁnancing
resources to negatively aﬀect growth. Furthermore,
Segarra and Teruel (2009) performed a quantile
regression using sales rates obtained from Spanish
manufacturing data to assess the inﬂuence of ﬁnancial variables on ﬁrm growth. Their study found a
non-linear relationship between ﬁrm capital structure (mainly an increase in equity) and ﬁrm growth.
Most of the studies on predicting SMEs growth
were conducted on data from the time of economic
prosperity. There are a small number of papers that
investigate determinants of growth in the time of
economic downturn. Burger et al. (2013) combined
ﬁrm level data with country level data and studied
determinants of ﬁrm performance and growth during recession in case of Central and Eastern European countries. They were interested in growth in
employment and investment. Concerning the ﬁrm
level data, they found out that a drop in demand
reduces growth in employment and it is less severe
in exporters compared to non-exporters. Also, the
reduction of cash ﬂow has a negative inﬂuence on
investment growth where exporters adjust their investment activity to cash ﬂow to a larger extent than
non-exporters. Fort et al. (2013) realized that during recession, young and small enterprises tend to
reduce the number of employees more than large
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and established enterprises. They found out that
young and small enterprises are suﬀering from reduced cash ﬂow from the downturn and due to that
they are less able to ﬁnance their activities. In addition, they are also more credit constrained. Difﬁculty to get external ﬁnancing during the downturn is one of the main determinants of enterprise’s
growth. Kroszner et al. (2007) realized that sectors
highly dependent on external ﬁnance tend to experience a greater contraction of value added during a
crisis in deeper ﬁnancial systems than in countries
with shallower ﬁnancial systems.
The assumption of this study is that the time of economic downturn sets new challenges to SMEs and
that fact should be reﬂected in their ﬁnancial statements as well as in the growth prediction model.

3. Methodology
3.1 Data and variables
The data set for this research is collected from SMEs
in Croatia. In the period from 2003 to 2007, Croatian
economy recorded a dynamic growth in economic
activity. Growth drivers were the internal demand,
increased investment and personal consumption.
All of this was accompanied by strong lending activity of banks. The reduction in economic activity
started in the second half of 2008, which led to a
decrease in the annual growth rate to 2.1% in that
year. Due to the impact of the global economic crisis and the lack of action measures of the state to
mitigate the impact of the crisis, in 2009 deterioration of the economy continued with the decline in
the annual growth rate of gross domestic product
at -7.4%. In 2010, the crisis continued, GDP annual
growth rate was -1.7%, primarily due to a decline in
personal consumption, investment and internal demand. GDP annual growth rates were -0.3%, -2.2%
and -1.1% in 2011, 2012 and 2013 respectively.
In the period from 2000 to 2010 Croatian SMEs recorded the highest net proﬁt of 11.3 billion HRK in
2007 (approximately, 1 EUR = 7.5 HRK). In 2008,
net proﬁt fell to 7.8 billion HRK, in 2009 to 1.2 billion HRK, and in 2010 they recorded 6.5 billion
HRK net loss. In 2011, net loss was 952 million
HRK, in 2012 net loss was 1.9 billion HRK and in
2013 SMEs in Croatia made a net proﬁt of 86 million HRK. According to this data, Croatia has been
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in the recession since 2008. The present research
covers the time period from 2008 to 2013.
The sample used in this research consisted of 1492
privately-owned SMEs in Croatia. They were chosen from the dataset of the Financial Agency (FINA)
which is a central agency in Croatia that collects ﬁnancial statements of all the companies. The whole
dataset is comprised of 53,434 SMEs which existed
over the period from 2008 to 2013. Deﬁnition of
growth enterprises follows the methodology applied by OECD (2010) and deﬁnes an enterprise as
high-growth if it has an average annualized growth
in assets greater than 20% a year, over a three-year
period, from 2010 to 2013. Out of the total number of SMEs, 746 enterprises met this criterion.
The development sample included 650 high-growth
SMEs, while the validation sample consisted of 96
high-growth SMEs. The other 746 SMEs which are
not high-growth were selected randomly from the
whole data set. They were divided in the same way
as high- growth enterprises.
Independent variables (in the form of ﬁnancial ratios) for growth prediction model are created for
every enterprise in the sample for years 2008, 2009
and 2010 and the percentage change (for the 20082009 and the 2009-2010 periods) of the ratios is calculated. In total, 111 variables are created. The best
models were developed with the ratio calculated for
year 2010. Descriptive statistics and description of
the variables for the year 2010 used in the research
is given in Table 1.
Looking at the table it can be noticed that highgrowth SMEs have higher liquidity compared to
non-high-growth SMEs. Concerning the turnover
ratios, it can be seen that high-growth enterprises
have better turnover than non-high-growth. Highgrowth SMEs are more eﬃcient at using ﬁxed as
well as current assets. They are faster at collecting
their claims but they also have to pay their suppliers
more quickly than non-high-growth SMEs. Totaldebt-to-total-assets as well as total-debt-to-equity
are lower in high-growth SMEs compared to nonhigh-growth SMEs. Proﬁtability ratios also tend to
be better for high-growth SMEs. Looking at the
industry sector, it can be noticed that the industry
of information and communication has the highest
percentage of high-growth SMEs compared to all
other industries.
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Table 1 Descriptive statistics of the ﬁnancial ratios used in the model development separately for highgrowth and non-high-growth enterprises for the development sample
Variable code
Liquidity ratios
L_CLEQ*
L_QR
L_CATA*
L_CASH*
L_CAS*
Turnover ratios
T_TRTA*
T_TRFA*
T_TRCA*
T_STA*
T_SNC
T_CAIS*
T_DSR*
T_APP*
T_INT*
Leverage ratios
FL_TDTA*
FL_TDE*
FL_BLTA*
FL_LDCA*
Proﬁtability ratios
P_ROS
P_NPM
P_ROA
P_ROE *
P_RETA*
Other variables
NTA
IND #

High-growth

Non-high-growth

Median
(interquartile)

Median
(interquartile)

0.35 (3.06)
0.92 (1.82)
0.83 (0.42)
0.12 (0.57)
0.37 (0.51)

0.49 (1.91)
0.88 (1.85)
0.76 (0.58)
0.09 (0.47)
0.56 (0.78)

1.79 (2.58)
9.61 (26.26)
2.39 (3.9)
1.66 (2.52)
0 (6.07)
0.31 (0.42)
36.55 (86.85)
43.08 (120.8)
9.66 (31.69)

0.99 (1.61)
3.81 (14.31)
1.71 (2.41)
0.84 (1.56)
0.52 (4.52)
0.4 (0.57)
54.48 (117.09)
69.97 (147.53)
5.39 (17.16)

total debt/total assets
total debt/equity
bank loan/total assets
long-term debt/current assets

0.71 (0.59)
0.44 (3.7)
0 (0)
0 (0.04)

0.79 (0.87)
0.77 (2.76)
0 (0.06)
0 (0.26)

net income/sales
net income/total revenue (%)
net income/total assets (%)
net income/equity (%)
retained earnings/total assets

0.02 (0.08)
1.17 (23.6)
1.9 (31.91)
23.64 (56.17)
0 (0.78)

0.21 (0.07)
1.16 (17.15)
0.84 (9.45)
8.38 (33.78)
0.04 (0.35)

0.02 (0)
2.32
1.4
1.33
1.21
0.9
1.32
2.12
1.46
1.4
1.71

0 (0)
97.68
98.6
98.67
98.79
99.1
98.68
97.88
98.54
98.6
98.29

Description of variable
Median (interquartile)

current liabilities/equity
(current assets-inventory)/current liabilities
current assets/total assets
cash/current liabilities
current assets/sales
total revenue/total assets
total revenue /ﬁxed assets
total revenue /current assets
sales/total assets
sales/net working capital
(current assets-inventory)/sales
365/receivables turnover
365/payables turnover
sales/inventory

non-tangible assets/total assets
Industry
Agriculture
sector
Manufacturing
Construction
Trade
Transportation and storage
Accommodation and food service
Information and communication
Financial activities
Professional and scientiﬁc services
Social, education and other services

* statistically signiﬁcant diﬀerence according to Mann-Whitney test
# percentage of high growth and non-high-growth in each industry sector
Source: Authors’ research
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3.2 Methods
In this paper the dependent variable Y – whether a
ﬁrm will become high-growth or not – is binominal
and therefore logistic regression was used. For r independent variables x1 , x2 , ... xr the logistic function
would be:

Further steps in maximizing the equation (5) include partial diﬀerentiation, but there is no analytical result for β. The solution is obtained using iterative processes (Czepiel, 2002).
Finally, KS (Kolmogorov-Smirnov) and the ROC
(receiver operating characteristic) curve are used
to evaluate the quality of the model (Řezáč, 2011;
Fawcett, 2005).

(1)
where p is the probability that a ﬁrm will reach high
growth rates. The goal is to obtain βi, i=1,2,….,r.
Clearly, the above logistic function is not linear, but
by denoting g(x)=β0+β1x1+β2x2+...+βrxr and through
logistic transformation it becomes:

4. Results
Several diﬀerent models were developed by using
backward and forward selection procedures in the
process of logistic regression modelling. Models
with the best hit rates, Kolmogorov-Smirnov statistics and area under curve (AUC) were selected.
Among these models, the one with the best interpretability was chosen. The results of the model are
presented in Table 2.
Table 2 Results of the logistic regression for high
growth potential prediction model
Variable

Regression
coeﬃcient

Liquidity ratios

(2)
For a sample of size n, for i=1,…n, we denote yi to be
observed variables if an enterprise is high-growth or
not, and xi’=(1, xi,1 , …, xi,r) to be the corresponding r
explanatory variables. The probability density function of Y is:
(3)
 ሺೣ ሻ

where  ൌ ଵା ሺೣሻ (Jobson, 1992). For the entire
sample the likelihood function conditional on xi is:
(4)
In order to simplify the maximization of equation
(4), the logarithm of it is used:

L_CLEQ

current liabilities / equity

0.0014

L_CATA

current assets / total assets

0.4181*

Turnover ratios
T_STA

sales / total assets

0.2595***

T_TRFA

total revenue / ﬁxed assets

0.0002

total debt / total assets

-0.0320*

Leverage ratios
FL_TDTA

Proﬁtability ratios
P_ROE

net income / equity (%)

0.0004*

P_RETA

retained earnings / total
assets

-0.0037*

Other variables
NTA

intangible assets / total
assets

Accuracy of the model:
Total hit rate=69.08%;
Hit rates for non-high-growth = 72.09%;
Hit rates for high-growth = 65.15%
AUC=0.721, KS=39.57%

(5)
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* statistically signiﬁcant at 10%
** statistically signiﬁcant at 5%
*** statistically signiﬁcant at 1%
Source: Authors’ research
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The sign of the regression coeﬃcients represents a
positive or negative inﬂuence of a particular predictor on the dependent variable. For instance, positive value of coeﬃcients related to activity ratios
indicate that companies that are, given the same
assets value, better at generating revenues by employing those assets, will have better prospects to
grow. Though the magnitude of coeﬃcient cannot
be interpreted the same way as in linear regression,
the meaning of regression coeﬃcient implies that
for every unit increase of a predictor variable, the
dependent variable  ଵି increases by the amount
of units indicated by the regression coeﬃcient.
Variables presented in the model can be divided into
ﬁve groups of indicators: liquidity, activity (turnover
ratios), leverage, proﬁtability and the ratio of intangible assets and total assets. Each group represents
an area of business critical for growth.

period to slow down cash outﬂows. Using this type
of short-term ﬁnancing is typical for SMEs as they
are usually less able to take advantage of discounts
than large enterprises and have fewer sources of
credit open to them. In this way, we conﬁrmed the
second hypothesis.
The third hypothesis states that in times of economic downturn, the potential for SMEs growth is positively related to higher business activity. Turnover
ratios point out that SMEs that are faster at converting their ﬁxed assets and total assets into revenues
have better prospects to grow. This notion has been
implied by previous research as well. Wiboonchutikula (2002) showed that the fastest growing SMEs
are characterized by lower levels of capital intensity
and higher levels of labour productivity relative to
slow growing SMEs. According to the study, both
of these factors lead to higher ﬂexibility that is critical for growth. Furthermore, Mateev and Anastasov
(2010) found a positive relationship between capital
and labour productivity and SME growth (measured in sales and assets). With this evidence we
conﬁrmed the third hypothesis.

The ﬁrst hypothesis states that in times of economic
downturn, SMEs are more likely to self-ﬁnance their
growth. Negative coeﬃcient of leverage ratios indicates that SMEs with the lower levels of debt have
better prospects for growth. This may be a reﬂection of two things. First, SMEs are more likely to
face diﬃculties in obtaining external ﬁnance than
large ﬁrms as banks and similar ﬁnancial institutions perceive SMEs as more risky than large ﬁrms.
Therefore, faced with the lack of opportunities to
ﬁnance their growth externally, SMEs are encouraged to set their strategy for an organic growth. Previous studies reached a similar conclusion in terms
of the role that leverage plays in predicting growth
(Mateev and Anastasov, 2010). Second, SMEs are
led in an entrepreneurial way as opposed to corporate management style typical for large companies.
Entrepreneurial way of thinking implies forming
partnerships with self-selected stakeholders to reduce the uncertainty and expanding their business
without taking on additional risk that comes from
borrowing money from ﬁnancial institutions. Negative regression coeﬃcient of total debt to total assets
conﬁrmed our ﬁrst hypothesis.

In the fourth hypothesis it is stated that in times of
economic downturn, retained earnings will be used
to fuel the growth. Previous research showed that
high-growth enterprises are characterized by lower
availability of ﬁnancial resources in the years immediately preceding their growth (Moreno and Casillas, 2007). This is even more emphasized in times of
economic downturn as banks become increasingly
cautious and perceive SMEs to be even more risky
than in times of economic prosperity. Therefore, in
the absence of other funding sources, SMEs have
to primarily rely on their internal sources – current
proﬁts and retained earnings. It can be seen in the
logistic regression model that enterprises with higher
potential to grow are the ones that are able to generate high return on equity and are inclined to reinvest
their proﬁts back into business as opposed to saving
them in the form of retained earnings. With this results we conﬁrmed our forth hypothesis.

Regarding the second hypothesis, it is stated that in
times of economic downturn, potential for SMEs
growth is positively related to the higher level of liquidity. In line with the previous research (Burger
et al., 2013), SMEs with higher level of liquidity or
more speciﬁcally, with bigger share of current assets
(accounts receivable, inventory and cash) relative to
total assets or total equity, are more likely to grow in
the next period. Additionally, higher current liabilities indicate a higher potential for growth since they
suggest that the management team uses the payable

Looking at the logistic regression model for growth
prediction, it can be noticed that besides the selected
group of ﬁnancial ratios, there is one more ratio –
intangible-assets-to-total-assets. Since intangible assets represent corporate intellectual property, this is
in line with the previous research which proved that
R&D is one of the most important determinants of
enterprise’s growth (Helmers and Rogers, 2011). A
certain share of intangible assets serves as a predictor
for future growth since intangible assets commonly
represent a source of competitive advantage.
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With the developed logistic regression model it is
possible to predict a growth potential for SMEs.
The model is tested on the validation sample. The
total hit rate is 69.08%, the hit rate for non-highgrowth SMEs is 72.09%, and for high-growth SMEs
it is 65.15%. The area under ROC curve is 0.721,
Kolmogorov-Smirnov statistic is 39.57% and Gini
coeﬃcient is 0.442. Validation results show good
model accuracy. Generally, growth potential of
SMEs increases with the increase of liquidity, turnover and proﬁtability and with the decrease of leverage. Speciﬁcally, growth potential of SMEs increases
with the increase of the following ﬁnancial determinants – current liabilities to equity ratio, ﬁxed assets
turnover, sales to total assets ratio, return on equity,
share of intangible assets in total assets and share of
current assets in total assets, and with the decrease
of the following ﬁnancial determinants – total debt
to total assets and retained earnings to total assets.

5. Conclusion and discussion
This paper examines the role of ﬁnancial determinants in predicting the potential for growth of small
and medium-sized enterprises which operate in the
time of economic downturn. Growth prediction
model was developed based on information from
ﬁnancial statements of 1492 SMEs in Croatia during the period from 2008 to 2013. This period is
characterized with a decline in the rate of economic
growth or even negative values of growth rates, reduced consumption and investment spending, and
increase of unemployment. Best predictors of ﬁrm
growth were determined by the logistic regression
procedure and the analysis identiﬁed speciﬁc ﬁnancial ratios related to liquidity, activity, leverage and
proﬁtability of an enterprise. Moreover, the ﬁndings
show that in the time of economic downturn SMEs
with high potential for growth are the ones that are
capable of using payables as a source of short-term
funding, that are eﬃcient at using their assets, and
have set their strategies for an organic growth and
self-ﬁnancing business expansion. One of the key
ideas when building this model was to keep it simple in terms of lowering the number of predictor
variables so that prospective users of the model (entrepreneurs, managers, business owners) can use it
as a simple tool for navigating their strategy into the
right direction. A set of growth predictors derived
from the ﬁnancial statements points to the area of
business critical for enterprise’s growth and serves
as a guidepost in business decision making.
While the level of analysis in this study was a ﬁrm,
to explain the results and derive a conclusion, it is
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necessary to look at the broader context of economies in downturn such as Croatia. First, access to
external sources of funding is limited in a way that
banks are reluctant to give loans to small enterprises, especially in the ﬁrst years of their existence, and
informal investors, such as business angels and venture capital investors, usually have a limited presence in such economies. Therefore, SMEs rely on internally generated sources to support their growth.
The government, banks and other relevant stakeholders should recognize this challenge and try to
create an environment that is more supportive for
SMEs growth. Second, during the time of economic
crisis, lack of liquidity emerged as one of the major
issues of many national economies and low liquidity
levels became a standard in many industries. Limited access to external ﬁnance emphasized this issue
even more since SMEs were forced to rely more on
extending payable period to ﬁnance their business
activities. Third, it seems that regardless of whether
we are talking about downturn economies or growing economies, investment in research and development is one of the most important determinants of
growth. Forth, during the time of economic downturn, it is important for SMEs to try to have turnover ratios as high as possible. In such a way, they can
pass through the crises more successfully and even
increase their potential to growth.
The ﬁnancial perspective, though unarguably fundamental and directly linked to company growth, is not
the only aspect of business that is related to growth
prospects. Unlike other information about the ﬁrm
(such as marketing strategy, competition landscape,
etc.), ﬁnancial information is standardized and accessible for the entire population of SMEs, and therefore easier to compare and utilize in decision making
process. However, using only ﬁnancial information in
growth prediction represents a certain limitation. To
get a broader picture of growth determinants, further
research should focus on investigating the eﬀects of
other non-ﬁnancial determinants such as strategy
characteristics, managerial attributes, reasons for
growth and environmental dimensions. Besides, the
inﬂuence of government and other policy makers in
all economies, especially downturn economies, can
signiﬁcantly change the growth path of a particular
industry. Therefore, incorporating macroeconomic
variables might increase the predictive power of the
model and give additional insights into this complex
phenomenon.
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FINANCIJSKE ODREDNICE RASTA MALIH I SREDNJIH
PODUZEĆA U VRIJEME EKONOMSKE KRIZE
Sažetak
Uloga brzorastućih poduzeća u nacionalnim gospodarstvima intenzivno je proučavana u ekonomskim
istraživanjima posljednjih godina. Ipak, tek mali broj studija istražuje odrednice rasta u vrijeme ekonomske
krize. Ovaj je rad usredotočen na identiﬁciranje ﬁnancijskih pokazatelja koji služe kao odrednice rasta malih i srednjih poduzeća u recesiji. Polazišna pretpostavka je kako vrijeme ekonomske krize postavlja nove
izazove pred mala i srednja poduzeća, i ta je činjenica vidljiva u njihovim ﬁnancijskim izvještajima, kao i u
modelu predikcije rasta. Hipoteze rada testirane su na uzorku od 1492 mala i srednja poduzeća u Republici
Hrvatskoj koja su poslovala u razdoblju od 2008. do 2013., odnosno u vrijeme ekonomske krize. Model je
predikcije rasta razvijen i testiran primjenom logističke regresije. Rezultati pokazuju kako u vrijeme ekonomske krize potencijal za rast malih i srednjih poduzeća raste s porastom likvidnosti, poslovne aktivnosti
(učinkovitosti) i proﬁtabilnosti te smanjenjem zaduženosti.
Ključne riječi: predikcija rasta, mala i srednja poduzeća, logistička regresija, ekonomska kriza
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JOINING OF ECONOMIC ENTITIES
AS A POSSIBILITY OF SURVIVAL
ON THE MODERN MARKET
Abstract
In today’s global market, a major challenge for every economic entity is to be competitive and achieve its
objectives. The method of survival shows that those companies with the lowest costs will survive and remain on the market. G. J. Stigler explained this technique on the market share of diﬀerent sized companies
in the steel industry in the United States. In his method he groups enterprises by size (small, medium and
large). Historically, it is known that economic entities have been joining together since the Middle Ages. At
that time, traders who formed associations were not engaged only in trade, but also in transportation and
monetary activity. Economic entities are still joining together today, mostly in the form of a cooperative,
cluster, cooperation, public private partnership or holding. The reason for that lies in the reduction of costs,
risks and competition and the possibility of increasing the capacity of economic entities. Also, it should be
noted that there is a synergy eﬀect when economic entities join together. We are witnesses of many failed
businesses, which did not respond to the economic crisis and the needs of the market.
The aim of this paper is to try to connect the technique of survival and joining of economic entities and
show how a merger is one of the survival models that in conditions of economic crisis provides options to
business entities. Only companies with the lowest costs and high-quality technology can survive and compete in today’s market.
Keywords: Survival techniques, joining businesses, cooperatives, market share

1. Introduction
The globalization of markets and the growing competition that occurred at the end of the last century
as well as the crisis that hit the global economy in
the late 2000s and early 2010s have resulted in a
reﬂection of the survival models of economic entities in the market. Changes in the economy, which
were initiated and launched by modern information

and communication technology, are changing the
overall business conditions. Models and methods
of survival have their stronghold in interdisciplinarity. With the globalization and the development of
IT, there was a further interweaving of various sciences, computer science, law, sociology, psychology
and economics among others. In order to better understand the role of various sciences, it is necessary
to consider the role of economy in all branches of
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human activity. Economy (Greek Oikonomia; oikos
- house, nomos - law, order custom management) in
some way appears even in ancient times, and brings
with it the merger as a model of growth that penetrates new markets. Smaller villages are involved in
Polis (Greek Polis, self-governing units, town) and
so begins the development of the modern civilized
world. In the Neolithic period, more than 9,000
years ago, the predecessor of Homo sapiens (lat.
wise man), better known as Cro-Magnon, realized
that hunting in groups achieved signiﬁcantly better
results than hunting alone. Such groups led to the
creation of the ﬁrst tribes, and later states. Throughout history, man showed his aspiration to improve
his primarily economic position. Conquering new
areas and expansion of power and inﬂuence can be
seen in today’s context as opening up new markets
and establishing market share. These conquests always carried risks, but also rewards. Throughout
history the way to achieve conquests have changed,
but the motives have remained the same.
Economic entities began to look in today’s global
market for ways to be and stay competitive and
achieve set objectives. One of the objectives is how to
win new markets and customers, but without losing
the old markets and customers. Globalization led to
market uniﬁcation, so economic entities decided to
unite. In order to eﬀectively operate, it is necessary
to systematically adapt to business conditions that
deﬁne the technological factors and relationships
that build a modern market. Historically, it is known
that companies have been forming alliances since the
Middle Ages. At that time, associated traders were
not engaged only in trade but also transport and
monetary activity. Economic entities today are often
associated as clusters, cooperatives, public private
partnerships, holdings, or they undertake mergers.

2. Research methodology
Changes which were driven by market globalization, and the world at large, have changed the terms
of conducting business. Globalization was mostly
initiated by the development of the IT sector, the
rate of exchange of information, products and services availability from around the world, and quick
and relatively cheap transport from all over the
world to all corners of the globe. When trade on the
global scale was slow and carried through certain
traﬃc centers, today’s possibilities were almost unthinkable: at any time of the day or night from any
country to buy or sell any product. Such globalization, which has increased supply, has also led to the
350

deterioration of some economic entities. In their
desire to keep up more easily with these conditions,
economic entities began to connect, unite and work
together to satisfy consumers’ needs.
The research presented in this paper is based on
secondary sources of information and knowledge.
The methods used during the research were: the
method of induction and deduction, the synthesis method, the method of analysis, the method of
causal reasoning, the historical method, descriptive
modeling, the classiﬁcation method, the method
of abstraction, generalization and specialization
methods, the method of analogy, methods of composition, as well as other scientiﬁc methods.

3. Concept and models of association
Entrepreneurial association began in the Middle Ages. Craftsmen and merchants were joined
in guilds. Given that associations date back to the
Middle Ages and were kept to this day it can be concluded that they are of great importance for businesses. Some main features of the association of
companies are:
• Joining with competitive companies
• Reduce operating costs and increase capacity
(lower the number of machines, employees, etc.)
• The ability or capacity of product placement
on foreign markets
• Expansion of the product range including
new products and services
The overall result of the association of companies
is the synergistic eﬀect. The combined entities can
work together to achieve more than the sum of the
individual eﬀects that accomplish acting separately.
Synergistic eﬀect can be expressed symbolically as
“2 + 2 = 5”. Associated businesses can use all their
potential rationally and eﬀectively, and create better
conditions for further development (Karić, 2005: 19).
Forms of company associations are very diverse and
can be divided as follows:
• According to intensity of engagement - cooperation and concentration
• According to similarity of the associations
- homogeneous and heterogeneous associations
• According to duration of association - temporary and permanent association
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• According to merger - national and international association

4. increases customer loyalty,

• According to number of associated businesses - narrow and wide association

6. increases proﬁt

• According to the mode of association - mergers and acquisitions
Cooperation is a milder form of association. Companies retain their full independence and associate for
the purpose of business cooperation. The concentration is a solid form of association businesses. It includes various forms of merger of existing businesses
in new, and with the merging companies can create
homogeneous and heterogeneous concentration. Homogeneous concentration means linking businesses of
the same activities, and heterogeneous refer to businesses of various activities. (Karić, 2005: 19, 20).
Practical experience conﬁrms the economic theory
that satisfaction of customers (consumers) and producers (suppliers) is the only reason for sales. These
sales are achieved in accordance with the law of
supply and demand at a price, quantity and quality that meets the needs of sellers and buyers. The
above mentioned conditions have led to changes
and new relationships on the market, of which the
most important relate to:
• shorter product life,
• increasing insistence on post-sale services,
• strengthening global competition,
• international supply sources,
• cost-based strategy of relations with suppliers and
• strategy “guided by consumers” (Grbac, Meler, 2007: 39)
With changes of market relations, according to Pareto law, it is necessary to determine which 20% of
consumers / customers, constitutes 80% of revenue
/ proﬁt. (Grbac, Meler, 2007: 9) Financial analysis
shows that, taking over consumers / customers
compared to those relating on retention of existing,
acquiring new can cost four to seven times more
than retaining existing ones. Research results show
Buckingham’s points that there are seven reasons to
divert one-oﬀ consumers / customers in life business partners – customers (Buckingham, 2011: 74):
1. it is not necessary to look for new customers,
2. sales increases,
3. strengthens the market position,

5. reduce business costs,
7. increases the enjoyment and satisfaction of
everyday work. (Buckingham, 2001: 11)
Changes and new relationships on market supported by Pareto’s law and Buckingham’s research are
the result of increasing connectivity, mergers and
acquisitions of companies.

3.1 Public-private partnership (PPP)
As one of the association models, just in order to
survive and to provide certain services on the market, also worth mentioning is public-private partnership.
Public-private partnership is a business structure in
which implementation and realization of infrastructure projects is based on a partnership between the
private and public sector, i.e. private enterprises and
public institutions. Each of these sectors is participating in the part where its action is most eﬃcient
(Mikić et al., 2011). The task of the private sector is to
introduce innovation and ﬁnancing. While one of the
main tasks of the public sector is to meet the needs
of users of public goods and services, to regulate the
economic environment and take over those responsibilities that the private sector isn’t able to take over.
Combining the beneﬁts of the public and private
sector opens up new possibilities such as new investments, i.e. to attract investors, and avoid an increase
in debt to ﬁnance objects of the partnership.
PPP revitalized as a result of over-indebtedness
of the public sector in developed countries, in the
mid-80s of the last century, when the pressure of
public goods and services on the one hand and too
little capacity in the traditional ﬁnancing oﬀer on
the other hand, led to a large gap between supply
and demand. This gap could neither be ﬁnanced
from the budget nor by direct borrowing because
of previously mentioned indebtedness. The use for
ﬁnancing from the private sector emerged, which
was seen as an opportunity (Juričić, 2011).
In developed countries many local associations of
the private and public sector are present, such as,
for example, the collection and disposal of waste in
an appropriate manner. Such association has shown
signiﬁcantly reduced costs. The mentioned example
of association is basis for more complex associa-
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tions. It is important to note that the mentioned association is not a novelty and it goes back to the second half of the sixteenth century, when Europe was
in need for mass transport of passengers and goods.
The private impact on public infrastructure in the
UK began in 1660 with the ﬁrst associations of the
private sector in road construction, and further development in construction of navigation routes and
railways. Through history there are many examples
of public-private partnerships, such as the ﬁrst
organized drinking water supply systems in 1782
when the brothers Perrier founded the company
that was granted the concession to supply drinking water to Paris for 15 years (Abuyn, 1999), up to
the construction of the Suez Canal. Public-private
partnership is a very important model with which
it is possible to achieve some new successful entrepreneurial ventures. In Croatia, there are many
examples in the public-private sector because the
public sector is not able to ﬁnance infrastructure
projects and public services, and involves use of private funds. In Croatia, public private partnerships
are present in the ﬁeld of education, science, construction of facilities (sports halls, housing, schools,
etc.). It can be concluded that the ultimate goal of

the public-private sector is to combine knowledge,
skills and capital in order to, with the least risk and
costs as possible, achieve objectives, and meet the
needs of the population. It is certainly very important to educate both the private and public sector,
to be able to increase the number of public-private
projects.
Klijn and Teisman (Osborne, 2000) are trying to
deﬁne the public-private partnership in a way that
it represents the contradictions to contracting out
(CO) cooperation and privatization. They think
that, in practice, often public-private partnership
is identiﬁed with privatization. Privatization is oneoﬀ and irreversible transfer of rights on delivery of
public services to the private sector. While the main
feature of the contracting out relationship between
the public sector and the private is that the public
sector deﬁnes the problem, the standard services
solution of problems and the private sector strives
to deliver the service, most often at lower costs. In a
public-private partnership, the important relationship is transparency and trust. The added value can
be produced only in an atmosphere of cooperation
(Juričić, 2011).

Chart 1 Display of public-private partnership

Source: According to Juričić, D. (2011). Osnove javno privatnog partnerstva i projektnog ﬁnanciranja. Zagreb: RRIF

From the graph it can be concluded that the public-private partnership does not represent the CO
(Contracting Out) cooperation method and also
it is not privatization. In the literature, there is no
unambiguous deﬁnition of public-private partnerships, so according to the author Yescombe, the
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term public-private partnership has its roots in
the United States, referring primarily to the joint
ﬁnancing of educational programs, and in the
1950s, it referred to the public-private joint ventures in urban renewal (Yescombe, 2010) Through
those facts about the public private sector it may
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be concluded that the merger has positive characteristics.
The total market value of public-private projects in
operational implementation in Croatia (projects in

implementation projects in the construction phase)
is 330 million euros. With projects in the stage of
procurement and preparation, the market value
amounts to 628 million euros.

Chart 2 Value of PPP projects in millions of euros
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Source: According to the Agency for Investment and Competitiveness1, Available at: www.aik-invest.hr

From the chart Value of PPP in million euros it is evident that projects under preparation are the most
common, and they are closely followed by projects
under construction. The smallest, but not negligible
values are projects in the stage of procurement.
Table 1 Structure of project by sector
CULTURE

3.48%

SPORT OBJECTS

8.97%

Table 1 shows the public-private partnership market structure of projects in the stages of preparation, procurement and implementation. The largest
volume of investments (39%) is related to health
care (CHC Rijeka, and hospitals in Popovača and
Varaždin). The transport sector accounts for 20% and
this is mainly due to investment in the new passenger
terminal at Zagreb airport. The education sector participates with 10% (school projects in Istria County,
Varaždin County and Koprivnica Križevci County).
Sports infrastructure facilities participate with 9%, in
implementing while the remainder (<1%) relates to
projects of lesser value primarily from the sectors of
energy eﬃciency (public lighting).

EDUCATION

10.04%

JUSTICE

17.18%

TRAFFIC

20.30%

3.2 The consortium

HEALTH CARE

39.01%

The consortium is a contractual association of individuals or companies, especially banks, in order
to jointly fund or execute transactions in which
partners (Consort) mutually share risks and proﬁts.
Consortia are usually established for: co-administration of larger loans (consortium loans), sale of
securities, executing larger investment projects in
the country or abroad, establishment of new com-

PUBLIC ADMINISTRATION

0.12%

ENERGY EFFICIENCY

0.30%

Source: Authors, according to the Agency for Investment
and Competitiveness2
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panies, execution of orders, joint procurement,
resale and others. All such transactions are called
consortium activities (Mikić et al., 2011: 409). The
basic principles of the consortium are:
1) voluntary approach
2) the right to manage, control and decisionmaking
3) a common goal
4) investment capital
5) participation in the distribution of proﬁt or loss
6) limited solidarity
Basic consortium contracts regulate all the rights
and obligations of members: division of work, deadlines for execution, share costs, decision-making in
the consortium, responsibility for work failure, right
of recourse and others. Consortiums may agree between themselves to appoint someone as a leader
and authorize him to represent the consortium in
relation to third parties, but in relation to the investor they generally act as solidarity creditors or
solidarity debtors. A consortium can be temporary
(appropriate for realization of certain work) or permanent (for multiple-joint participation members
in collective investment undertakings). According
to possibility of accession of new members, the consortium can be open or closed3 (Ivanković, 2014).

4) networking of public, business and scientiﬁcresearch sectors
Cluster as a concept has become a central idea in
economic development and competitiveness of
mid-last decade in the last century and has become
generally accepted in economic policy development. During the last ten years, cluster initiatives
have been accepted in transition countries. Clusters
can be seen as horizontal (where all partners are on
same level in the creation of added value), as well
as vertical (where the partners are a pyramidal arranged group in a network of suppliers), regional
(economic partners in a particular geographical
area) clusters in a particular industry. Clusters in
their operations mimic large multinational companies. For each economic entity it is easier to do
business if it is in a cluster, and entrepreneurs ﬁnd
the following beneﬁts of participating in the cluster:
1) securing new markets
2) easier access to new markets
3) better personal contact with potential buyers
4) strengthen relationships with customers and
suppliers
5) the exchange of knowledge and experience
(easier access to “know-how”)

3.3 Cluster
Clusters are legal entities which include geographically related companies, suppliers, service providers, both within the sector and related institutions. They compete, but also cooperate. It is an
organization that is based on network relationships,
characterized by decentralization, ﬂexibility and
simultaneous implementation of multiple strategies. It is a system of interconnected organizational
units (businesses) and their interactions are based
on trust and the ﬂow of knowledge. Cluster associations are formal networks or entities that bring
together multiple clusters in promoting common
interests. Cluster initiatives are organized eﬀorts
aimed at increasing the growth of competitiveness
clusters in the region. (Lindqvist et al., 2013: 1)
Beneﬁts of association in clusters, according to
Cluster development strategy in Croatia (2011: 4):
1) strengthening of enterprises competitiveness
2) strengthening the competitiveness of Croatian regions
354

3) improving the structure of economic activities (new technology, restructuring)

In Western Europe, the clusters are associated with
rapidly growing industries, the reason for this lies in
the fact that ten emerging industries:
- cover more than 45 million employees in Europe, which corresponds to 22% of all European
employment and 35% of the European payroll.
- register levels of average wage and value added
that are at €30,000 and €76,000 per employee
signiﬁcantly higher than for the economy as
a whole, which averages €23,000 and €62,000
respectively.
- individually outperform the average of all
traded industries either in terms of dynamism
(growth), productivity, or both.
The European hotspots of emerging industries
- include 44 regions that score high on a combination of emerging industry performance
metrics.

God. XXIX, BR. 2/2016. str. 349-366

UDK: 334.75 / Preliminary communication

- account for 22% of Europe’s population, 28%
of its employment, and 37% of its total GDP.
- are located either in a narrow stretch from
Southern Germany to the Benelux and
South-western England, a Baltic Sea Region corridor from Denmark and the Swedish west coast to Stockholm and Southern
Finland, or selected capital regions in other
parts of Europe.
- perform more strongly on a wide range of
economic performance indicators, especially
those related to innovation, than the average
European region.
Emerging industries at a glance:
1) Advanced Packaging is an increasingly
important input to many other activities,
from food processing to automotive supply
chains.
2) Biopharmaceuticals form the scientiﬁc basis
of the Life Science industries and employ
some of the most educated and productive
employees.
3) Blue Growth Industries has been the focus
of European policy in the last several years
and is an area where interesting new islands
of activity might emerge.
4) Creative Industries is the key sector in the
future European economy and has been
growing faster than any emerging industry
in the past two decades.
5) Digital Industries cover the key parts of the
ICT economy: computer hardware, software, e-commerce and wireless services.
6) Environmental Industries cut through all
sectors of the economy as the need for more
sustainable operations is realized increasingly more and thus have a high growth potential.
7) Experience Industries cover creation and
consumption of experiences and are composed of millions of SME’s at the intersection of arts and business.
8) Logistical Services are a key service sector
in the modern economy and are among the
leaders in job creation.

9) Medical Devices are another core part of
the Life Sciences industry and are also connected to large and growing employment in
local health care services.
10) Mobility Technologies are a core part of the
European manufacturing industry and despite suﬀering during the recent crisis they
are a clear focus for Europe’s strategy to reindustrialize.4 (Ketels, 2014: 4)

3.4 Cooperative
The beginnings of cooperatives date back to the
distant past and can be found at a time when the
family was the ﬁrst form of joint economic and
community life, that is home cooperatives. After
the collapse of feudalism, social change and development of economy and industry, home cooperatives as such failed. In the second half of the 19th
century, farmers and workers united into cooperatives to protect their position and interests in
the rapid development of industry and the market
economy. Diﬀerent types of cooperatives and associations are developing in all European countries
(Mataga, 1995).
Proof that cooperatives have a lot of meaning is the
existence of the ICA (International Cooperative
Alliance). The International Co-operative Alliance
(ICA) was founded in London on August 19th 1895.
The International Co-operative Alliance - ICA is an
independent organization that directly represents
about 715 million people - brings together 234
members - cooperatives from 94 countries worldwide, including the Republic of Croatia, through the
Croatian Cooperative Union. The main goal of the
ICA - is promotion and protection of cooperative
values and principles around the world. The headquarters of ICA is in Geneva, and regional oﬃces
cover an area of Europe, USA, Africa, Asia and the
Paciﬁc (Borbaš et al., 2003).
The cooperative movement has a long tradition in
Croatia. The ﬁrst Trades and Crafts Cooperative
was established in 1866 in Đurđevac. That same
year a clerical cooperative was founded in Zagreb
and later in other cities. The development of these
cooperatives was a powerful impetus to the development of agricultural cooperatives. In the late
19th and early 20th century, various forms of co-operatives developed (Croatian Peasant cooperatives,
economic cooperatives, agricultural cooperatives,
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etc.). At that time, in the area of today’s Croatia
more than 1,500 cooperatives operated with about
250,000 members.
According to the Law on Cooperatives (OG 34/11,
125/13, 76/14), the cooperative is a voluntary,
open, independent and autonomous society governed by its members, and their work and other
activities or use of its services, on the basis of unity
and mutual help generate, enhance and protect
their individual and collective economic, social,
educational, cultural and other needs and interests
and achieve the goals for which the cooperative
was established. The cooperative is based on cooperative values: self-help, responsibility, democracy,
equality, equity and solidarity and moral values of
honesty, openness, social responsibility and caring
for others. The cooperative regulates the relationship among its members with cooperative principles:
• Voluntary and open membership - membership in the association is voluntary and open
to all people who use its products and services.
• Control of operations by members – the cooperative is a democratic society whose work
is controlled by its members who actively participate in the creation of policies and decision-making.
• Economic participation member’s cooperative and distribution - duty of members of the
cooperative, according to their interests and
abilities, participation in the work and contribution to the development of cooperatives.
Members of the cooperative distribute proﬁts
for one or more of the following purposes; development of cooperatives, increase reserves,
to members - proportion to business with the
cooperative and to support other activities of
the cooperative.
• Autonomy and independence - as an autonomous and independent legal entity cooperative in legal transactions with other
legal entities and state authorities rely on
work of its members and cooperative resources.
• Education, training and information for
members of the cooperative – the cooperative carries out education and training of their
members, elected representatives, managers
356

and employees to contribute to the development of their cooperative.
• Cooperation among Cooperatives – the cooperative serves their members most eﬀectively and strengthens the cooperative system of coordination and cooperation at the
local, regional, national and international
levels.
• Caring for the community – the cooperative
operates in a way that it contributes to sustainable development of the environment and
local community.
The above concept of cooperatives and those principles with which the cooperative must comply are
determined by the Law on cooperative. There are
diﬀerent deﬁnitions in diﬀerent literatures about
the cooperative. The cooperative is an organizational form of manufacturer’s association, it is a
voluntary organization. Cooperatives are special legally regulated commercial organizations. They can
be a manufacturing, consumer, purchase and sales,
savings and credit and other types of organizations.
They are established in order to protect their members from market dominance of large companies
and banks, to promote cooperation, solidarity and
common interests of membership (Mikić et al.,
2011: 1031). Cooperatives in the economic sense
try to make every man owner, try to improve their
economy, develop savings and sense of responsibility that is associated with ownership, try to make
people neighbors who work on their own, but also
for the common good, try to teach and educate their
management organization.
The theory of modern cooperatives as an important determinant of the cooperative alleges the so
called principle of equivalence, according to which:
people who invest in cooperative capital and manage it, are also its business partners or employees.
Therefore, holders of cooperatives are economic
organizations who are their members. Members
regularly enter into certain business relationships
with cooperatives as suppliers or consumers, while
the productive workers cooperative is a border
form of cooperative organization in which workers are incorporated into a joint venture (Mataga,
2005).
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Chart 3 The percentage of cooperatives in 2015
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Source: According to Godišnje izvješće o stanju zadružnog poduzetništva za 2015. godinu, Croatian Centre for Cooperative Entrepreneurship5

Cooperatives are spread across all economic sectors, and most of them, 5,310, belong to the sector of
agriculture and forestry, and the smallest number of
cooperatives, 42 of them, are located in the ﬁsheries
sector as can be seen in Chart 3. Ten cooperatives
did not provide complete documentation therefore
it was not possible to classify them according to
certain categories, and they are kept under the category of unknown. Also, 199 cooperatives belong
under the category of services which were based
on a number of diﬀerent activities listed under the
common category of services that includes administrative and support services, health care and social
welfare, ﬁnancial and insurance activities, information and communication, public administration and
defense, compulsory social security, education, real
estate, transportation and warehousing, mining and
quarrying, professional, scientiﬁc and technical activities, arts, entertainment and recreation and other service activities, according to the Annual report
on the state of cooperative business in 2015 (2016,
a).

Table 2 Number of cooperatives 2011-2015

Year

Number of
cooperatives

Chain
index

Base index
(2011)

2011

2,060

2012

1,069

51.89%

51.89%

2013

1,169

109.35%

56.75%

2014

1,255

107.36%

60.92%

2015

1,302

103.75%

63.20%

Source: Work of the authors

Table 2 shows the movement of the percentage
change in the number of cooperatives in the period
from 2011 to 2015. In 2011, the highest number of
cooperatives was 2,060, but already in next year that
number was halved, and so far has not come back
to the old number, although a positive trend from
2013 is noticeable.
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Table 3 Number of employees in cooperatives
2011-2015
Year

Number of
employees in Chain index
cooperatives

Table 4 Average number of employees in cooperatives 2011-2015

Base index
(2011)

2011

2,663

2012

2,692

101.09%

130.68%

2013

2,715

100.85%

131.80%

2014

2,730

100.55%

132.52%

2015

2,744

100.51%

133.20%

Source: Work of the authors

Year

Average
number of
employees in
cooperatives

Chain
index

Base index
(2011)

2011

1.29

2012

2.52

194.80%

0.12%

2013

2.32

92.23%

0.11%

2014

2.18

93.66%

0.11%

2015

2.11

96.88%

0.10%

Source: Work of the authors

According to records of cooperatives and cooperative unions, Croatian Centre for Cooperative Entrepreneurship6 on 31.12.2015 recorded 1,302 active
cooperatives in the Republic of Croatia. Cooperatives in Croatia gather a total of 21,462 cooperative
members and employ 2,744 people, as can be seen
from Table 3, according to the Annual report on the
state of cooperative business in 2015 (2016, b).

Table 4 shows the average number of employees in
cooperatives. Unfortunately, the average number of
employed is decreasing, but that is the result of a
larger number of newly opened cooperatives rather
than the number of newly employed in cooperatives. The trend in number of employees is visible
in Chart 4.

Chart 4 Trends of employment
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Source: Work of the authors

By observing the number of employees in cooperatives by age, Chart 4, a positive trend of continuous
growth in number of employees in cooperatives is
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visible. On average annual basis cooperatives employ 16 people. The number may seem small, but
the trend is stable.
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Table 5 Number of cooperatives, cooperative members and employees by county
County

Number
of cooperatives

Number of
cooperative
members

Average number of cooperative members

Number of
employees

Average number
of employees

Bjelovar-Bilogora

77

668

8.68

170

2.21

Brod-Posavina

31

324

10.45

177

5.71

Dubrovnik-Neretva

56

2,075

37.05

137

2.45

117

2,893

24.73

113

0.97

Karlovac

39

2,179

55.87

65

1.67

Koprivnica-Križevci

54

543

10.06

41

0.76

Krapina-Zagorje

69

719

10.42

145

2.10

Lika-Senj

22

725

32.95

143

6.50

Istria

Međimurje

20

223

11.15

24

1.20

Osijek-Baranja

14

234

16.71

99

7.07

Požega-Slavonia

128

1,529

11.95

300

2.34

13

111

8.54

12

0.92

Primorje-Gorski Kotar
Šibenik-Knin

44

716

16.27

138

3.14

Sisak-Moslavina

49

671

13.69

48

0.98

198

3,109

15.70

289

1.46

Varaždin

73

793

10.86

132

1.81

Virovitica-Podravina

29

345

11.90

42

1.45

Vukovar-Srijem

49

389

7.94

78

1.59

Zadar

88

1,080

12.27

306

3.48

Zagreb County

88

1,536

17.45

234

2.66

44

600

13.64

51

1.16

1,302

21,462

16.48

2,744

2.11

Split-Dalmatia

City of Zagreb
Total:

Source: According to Godišnje izvješće o stanju zadružnog poduzetništva za 2015 godinu, Croatian Centre for Cooperative Entrepreneurship7

The number of cooperatives, cooperative members and employees by county is shown in Table 5.
Per number of cooperative far most notable is the
Split-Dalmatia County. The number of employees
in cooperatives is the highest in the Vukovar-Srijem
County, where there are 306 employees and in the
Osijek-Baranja County, where there are 300 employees. An interesting fact is that in the VukovarSrijem County, there were 88 cooperatives, half less
than in the Split-Dalmatia County, where there were
198. For the same two counties, the interesting fact
is that the Vukovar-Srijem County has 1,080 cooperative members while in Split and Dalmatia Coun-

ty there are 3,109 cooperative members. Međimurje
and Krapina-Zagorje County stand out by far the
largest number of employees per cooperative 7.07
in the Međimurje County and 6.50 in the KrapinaZagorje County. At the same time the Međimurje
and the Krapina-Zagorje County are at the bottom
by the number of cooperatives, 14 in the Međimurje
and 22 in the Krapina-Zagorje County.
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Table 6 Income by cooperative members and employees in 2014
Cooperatives by
sector

Revenues in 2014

The
share
in total
revenue

Number
of cooperative
members

Number
of employees on
31.12.2014

Revenue per
cooperative
members

Revenue per
employee

1.

Agriculture
and forestry

840,903,008.00 HRK

52.44%

7,925

106,107.64 HRK

1,263

665,798.11 HRK

2.

Fishing

261,551,618.00 HRK

16.31%

640

408,674.40 HRK

150

1,743,677.45 HRK

3.

Manufacturing

180,674,362.00 HRK

11.27%

2,994

60,345.48 HRK

406

445,010.74 HRK

4.

Construction

76,393,141.00 HRK

4.76%

1,277

59,822.35 HRK

122

626,173.29 HRK

5.

Trade

135,848,444.00 HRK

8.47%

2,252

60,323.47 HRK

365

372,187.52 HRK

6.

Tourism and
catering

17,940,914.00 HRK

1.12%

634

28,297.97 HRK

91

197,152.90 HRK

7.

Service

90,100,665.00 HRK

5.62%

4,406

20,449.54 HRK

319

282,447.23 HRK

8.

Unknown

0.00 HRK

-

64

-

0

-

1,603,412,152.00 HRK

100.00%

20,192.00

Total:

2,716.00

Source: Author’s calculations based on data from Godišnje izvješće o stanju zadružnog poduzetništva za 2014 i 2015
godinu, ‘Croatian Centre for Cooperative Entrepreneurship’89

The largest revenue in 2014 was achieved in the Agriculture sector and forestry 840,903,008.00 in that
sector there were 7,925 cooperative members and
the largest number of employees 1,263 which makes
the average revenue per employee 665,798.11 HRK.
The ﬁshing sector has almost the lowest number of
its members 640 and the minimum number of employees in cooperatives 150, but has the highest revenue per employee of 1,743,677.45 HRK. Some cooperatives did not deliver complete documentation
so it was not possible to classify them according to
ﬁxed categories. They are classiﬁed under the category of unknown. According to the Annual report
on the state of co-operative business in 2015 (2016,
c), category services include cooperatives with a
large number of diﬀerent activities.

Table 7 and Chart 5 show the structure and legal
form of cooperative members in 2015. The largest
number of cooperative members are individuals,
but due to a very large share (41.58%) of those cooperative members who have not submitted all the
required documents it is impossible to determine
the right structure, and to process the received data.
Accordingly, the lowest number in member’s structure are family farms.
Chart 5 Structure of cooperative members in 2015

Table 7 Structure of cooperative members in 2015
Description

Number of cooperative
members in 2015

Share

Individuals

11,098.00

51.71%

Unknown

8,923.00

41.58%

Craftsmen

737.00

3.43%

Legal persons

475.00

2.21%

Family farm

229.00

1.07%

21,462.00

100.00%

,QGLYLGXDOV
8QNQRZQ

Total:
Source: Work of the authors
360

FUDIWVPHQ
/HJDOSHUVRQV
23*

Source: Work of the authors
God. XXIX, BR. 2/2016. str. 349-366

UDK: 334.75 / Preliminary communication

Table 8 Number of cooperative members and employees by sector in 2015
Cooperatives by sector

1.

Agriculture and
forestry

2.

Fishing

3.
4.

Number of cooperative members

Number of
employees

Number of self-employed
cooperative members
(ECM)

Share ECM

8,061

1,240

170

13.71%

645

157

32

20.38%

Manufacturing

3,100

451

82

18.18%

Construction

1,365

135

17

12.59%

5.

Trade

2,281

344

59

17.15%

6.

Tourism and
catering

656

93

16

17.20%

7.

Service

5,283

324

34

10.49%

8.

Unknown

71

0

0

-

21,462

2,744

410

Total
Source: Work of the authors

The total number of employees in cooperatives on
31.12.2015 amounted to 2,744 persons of whom 410
are self-employed cooperative members and 2,334
other employees as visible in Table 8.

3.5 Business combinations (mergers)
Business combinations imply any connection of two
or more businesses into a single business entity, or
any subordination of one business entity to another
(Orsag, 1996a: 17). Business combinations are possible too, for easier viewing, grouped as follows:
1. Alliance (unions) companies
2. Acquisitions
3. Holdings (Orsag, 1996b: 20)
Business combinations are also found under the
acronym M & A (Eng. mergers and acquisitions).
When speaking about alliances or associations of
companies, it can be said that this is an informal form
of business combination. The reason is because when
entering into alliance, a new formal form of company
is not formed. That is the guideline that makes it relatively easy to end cooperation (Orsag, 1996c: 21). The
term acquisitions include acquisition, merger and
consolidation. In mergers and consolidation, two or
more companies merge to create a new one (fusion)
or combine into one (consolidation) company. The
acquisition means buying (Bruner, 2005: 1) shares
or assets of one business entity by another, and thus
that company is annexed. Holding includes the ac-

quisition shares or units that provide control of other
businesses. The synergistic eﬀect is the main reason
for the merger of business entities. Their combined
value is greater than the sum of their individual values. According to Ali Yrkkö, reasons for a merger can
be divided into microeconomic and macroeconomic.
When numerous microeconomic reasons are viewed
of the business combination or merger, some stand
out, which are the result of detailed analysis and
planning, such as increasing sales, improving management, tax reasons, stability, and diversiﬁcation.
In addition to these planned reasons, there can also
appear unplanned reasons such as the agreement of
the owner about mergers, acquisitions or the desire
of managers for rapid promotion on the managerial ladder (Bahtijarević, 1996: 234). Macroeconomic
reasons for business combinations (mergers) are
economic crisis and recession. Historically, mergers
and acquisitions occur in cycles. Cycles started with
the beginning of a high rate of economic growth and
general optimism of investors in the ﬁnancial market. Also great technological advances have followed
the beginning of the merger cycle. These technological advances have enabled the progressive growth of
certain industries. With technological advances, the
beginning of the cycle was accompanied by positive
political or legislative decisions (Bučanac, 2009).

3.6 Holding
Holding can be deﬁned in the following ways:
• As a company that has share in property of
another company (owned shares)
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• Company that has a majority stake in shares
of other companies and gains control over the
company (Karić, 2005: 20)
It is believed that a holding company is justiﬁed if
its management has the ﬁnancial, managerial and
marketing power of decision-making for a number
of subordinate enterprises.
Holding according to Mikić et al. (2011) is in a broad
sense every company that holds shares of other
companies. In a narrow sense, it is the company that
holds shares of other companies in that quality and
quantity that this company can be considered subordinate. A society that is formed solely to invest in
securities of other companies and maintain control
of that entity is called a pure holding company.
In the world there are groups of companies such as
the Rockefeller, Mellon, Hanna-Cleveland, Rothschild, Schneider, and Krupp. In Croatia, the most
famous is Zagreb Holding Ltd. which was established
in 2007 according to the Companies Act and it is 100
per cent owned by the City of Zagreb. It consists of
17 subsidiaries that perform activities of former city
enterprises. Also it is owner of seven companies and
one institution, and the total number of employees is
approximately 11,000. Activities of the company are
grouped into four business areas:
• municipal services
• transport activities

• market activities
• energy activities

4. Method of survival or survival technique
The survival technique was developed by the
American economist George Joseph Stigler (1958:
54-71). He was a university professor, a member of
the Chicago School, and a prominent researcher
of microeconomics. For his work he was awarded
with a Nobel Prize in 1982 for creative analysis
of industrial structures, functioning of markets,
causes and consequences of government intervention to individual economic segments. He developed the so called Stigler’s law of elasticity of
supply and demand, which showed that the curves
of supply and demand are inelastic (Mikić, 2011:
887). Stigler’s survival techniques are based or
founded on Darwin’s doctrine of survival of the
ﬁttest. The method implies that only companies
with the lowest cost can survive in the market. The
technique of survival is shown on the example of
various size enterprises in the steel industry of the
United States. Companies or plants are classiﬁed
in categories based on size and proportion in sales
production for each group over time is calculated.
If research shows that a certain group’s share is
declining, it brings to conclusion that the size is
ineﬃcient, i.e. that high costs are present. The classiﬁcation groups are based on company size or capacity of the company and number of employees.

Table 9 Market share of companies of various sizes in the American steel industry
Market share over time;
(Percentage of industrial production)

Groups
(classiﬁcation criteria, the percentage
of capacity of the industry)

1930

1938

1951

under 0.5

7.16

6.11

4.65

0.5-1

5.94

5.08

5.37

1-2.5

13.17

8.3

9.07

2.5-5

10.64

16.59

22.21

5.0-10

11.18

14.03

8.12

10-25

13.24

13.99

16.1

above 25

38.67

35.91

34.5

small size

medium size
large size

Source: Stigler, G. J. (1958), “The Economies of Scale”, The Journal of Law and Economics, Vol. 1, No. 1, pp. 54-71.
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Based on the data from the table, Stigler concluded
that during the period of two decades of his study,
the share of small and large companies in the steel
industry of the United States steadily declined. From
the above facts Stigler concluded that the small and
large enterprises are ineﬃcient and that the main
problem is the presence of high costs. While medium-sized companies have increased or maintained
market share, i.e. medium-sized enterprises are the
optimal size of the company for the steel industry
(Koutsoyiannis, 1996: 147). The technique of survival is characterized as one of the simplest models,
but there are also some disadvantages, because it is
based on the following assumptions:
• Companies want to achieve the same objectives
• Operating on the market in similar environments
• That factor prices and technology do not
change
• There are no secret agreements.
It can be concluded that it is not enough to observe
costs of production, but that consideration should
be given to changes in technology, price factors, targets companies etc. Since the Marketplace of economic entities increased with connectivity, mergers and joining, and the survival technique is based
on the survival of the ﬁttest (those with the largest
share of the market), this particular market share is
a direct link and justiﬁes each merger, association,
cooperative and connections.

5. Conclusion
The focus of this paper is on cooperatives as a form
of connection, association and joint action on the
market because through history that model has
appeared on the Croatian territory. As one of the
simplest models of association, cooperatives are
regulated by the Law on Cooperatives, and through
their activity in the market sales and purchases are
enabled. In addition to cooperatives, other forms of

association and connection are theoretically analyzed. It has been shown for all the discussed forms
that interconnection, association and merging of
economic entities has occurred throughout history,
and it is a natural cycle of business. In conditions of
economic crisis and recession, this phenomenon of
interconnection, merger and acquisition enables the
survival and further growth and development of industry and economy at large. Clustering as a model
of collaboration and performance in the market became a central idea in economic development and
competitiveness in the mid-1990s. In Western Europe, clusters are associated with rapidly growing
industries and as such present a preferred form of
association. Business combination or mergers have
their stronghold in the general macroeconomic
conditions of global markets. All previously noted
demonstrates that joining is one of the survival
models in conditions of economic crisis that provides options to business entities. Stigler’s theory
of survival, which is based on the share in a sector,
shows how joining together in various forms increases market share, facilitates operations, reduce
costs, and leads to faster growth and development
of associated businesses. This paper aimed to discuss the problems and concerns regarding Stigler’s
model of survival and integration, mergers and acquisitions of companies. However, Stigler’s method
of survival should be seen in a broader context, as
the originally speciﬁed method does not assume
important factors such as existence of collusion, different business environments and a variety of input
prices. Precisely these factors are reasons for joining, mergers and acquisitions of companies.
In today’s conditions of crisis, with keen competition, high production costs and the way the market
operates, the need for joining unavoidably arises.
Joining together can occur in various forms, such
as those mentioned in the paper. The previous view
proved theoretically as well as numerically the feasibility of association, and oﬀered an answer to the
majority of the global problems faced by both small
economies as well as large enterprises.
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UDRUŽIVANJE GOSPODARSKIH SUBJEKATA KAO
MOGUĆNOST OPSTANKA NA SUVREMENOM TRŽIŠTU
Sažetak
Na današnjem globalnom tržištu velik je izazov za svaki gospodarski subjekt biti konkurentan i ostvarivati
postavljene ciljeve. Metoda preživljavanja pokazuje da će ona poduzeća koja imaju najmanje troškove preživjeti, odnosno opstati na tržištu. G. J. Stigler je navedenu tehniku objasnio na tržišnom udjelu različitih
veličina poduzeća u čeličnoj industriji SAD-a. U svojoj metodi grupira poduzeća po veličini (mala, srednja
i velika). Gledajući kroz povijest, poznato je da su se poduzeća, već od srednjega vijeka, udruživala. U to
doba, udruženi se trgovci nisu bavili samo trgovinom, već i prijevozom te novčarskom djelatnošću. Gospodarski se subjekti povezuju i danas najčešće u obliku zadruga, klastera, javno-privatnoga partnerstva,
konzorcija i holdinga. Razlog tomu jest smanjenje troškova, rizika i konkurencije te mogućnost povećanja
kapaciteta gospodarskih subjekata. Potrebno je napomenuti kako postoji sinergijski učinak prilikom udruživanja gospodarskih subjekata. Svjedoci smo mnogih propalih gospodarskih subjekata koji nisu odgovorili
na ekonomsku krizu, odnosno na potrebe tržišta.
Cilj je rada povezati tehniku preživljavanja i udruživanja gospodarskih subjekata te prikazati kako je udruživanje jedan od modela preživljavanja koji u uvjetima gospodarske krize daju mogućnosti gospodarskim
subjektima. Samo poduzeća s najnižim troškovima i kvalitetnom tehnologijom mogu opstati i konkurirati
na današnjem tržištu.
Ključne riječi: tehnika preživljavanja, udruživanje gospodarskih subjekata, zadruga, tržišni udio
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CLUSTERIZATION – A FACTOR
OF EFFICIENCY IN SMALL AND
MEDIUM HOSPITALITY ENTERPRISES
Abstract
In the modern global economy that is constantly changing and causing constant threats and challenges,
various forms of association and networking enterprises are of growing importance. Considering that small
and medium enterprises are drivers of economic growth and employment, they should be the most dynamic and most eﬃcient segment of the economy. The same is true for the hospitality industry, where small
and medium hospitality enterprises are the main providers of the tourism oﬀer. The lack of networks in
clusters of small and medium hospitality enterprises in Croatia is the cause of the unsatisfactory level of
competitiveness and quality of hotel facilities with negative implications for economic and social development. The beginning of clustering in Croatia could be a good way to increase the economic eﬃciency of
Croatian small and medium hospitality enterprises. The aim of this paper is to present clustering as a factor
that aﬀects the quality of small and medium hospitality enterprises by increasing their competitiveness in
the tourism market which is becoming an important element for their business eﬃciency. For the purposes
of the research, a survey was carried out on a sample of 72 small and medium hospitality enterprises in the
period from June to September 2012. The survey results have shown that clusterization is a factor of efﬁciency in small and medium hospitality enterprises.
Keywords: Small and medium hospitality enterprises, clusterization, competitiveness, eﬃciency

1. Introduction
In order to overcome the obstacles in their business
in a turbulent environment, small and medium hospitality enterprises (SMHEs) are compelled to rely
on cooperation with other similar enterprises and
individuals in related industries in terms of strategic networks. Strategic networking refers to the
group of enterprises and individual entities that join
eﬀorts to achieve a competitive advantage, while

such achievement would be very diﬃcult with individual eﬀorts. Attention has increasingly been
accorded the importance of strategic networking in
the tourism and hospitality industry (Augustin and
Knowles, 2000; Chathoth and Olsen, 2003; Copp
and Ivy, 2001; Lynch, 2000; Morrison et al., 2002;
Pavlovich, 2003; Telfer, 2001). According to the
previously mentioned authors, strategic networks
are used to achieve various functions of hospitality
enterprises: marketing strategy, cooperation among

God. XXIX, BR. 2/2016. str. 367-380

367

Zorica Krželj-Čolović, Iris Mihajlović, Ivona Milić Beran: Clusterization – a factor of eﬃciency in small and medium hospitality enterprises

hospitality enterprises within the destination, obtaining the resources, information and advice as
well as networking among hospitality enterprises
and other economic entities. Despite the increasing
volume of literature on SMHEs, the problem lies in
the fact that most research deals with clusters for
small and medium-sized businesses in the manufacturing and technology industry. Only a few studies deal with the inﬂuence of clustering in the tourism hospitality industry. However, the discussion is
limited to whether the clusterization is useful as an
innovative process to support SMHEs.
Porter (1998) deﬁnes a cluster as a “geographic
concentration of networked enterprises and institutions in a particular ﬁeld, linked by the similarity
and complementarity”. His deﬁnition could be used
as a general template for the hospitality industry
through niche markets involved in the process of
clusterization in SMHEs and by providing greater
economic and social beneﬁts for the local community. He is also focused on creating economic and
social conditions in the small tourist communities
through the development of tourism clusters whose
members collectively can enrich the tourism product that would be specialized, i.e. the regional tourism product. An increasing number of politicians
and scientists (Isaksen, 2004; Jackson and Murphy,
2006; Novelli et al., 2006; Bernini, 2009) have also
recognized the signiﬁcant economic contribution
to the regional tourism cluster by service activities, SMHEs, tourist consumption, destination in
itself - a tourist cluster in Orlando, Florida (Hsieh
and Lee, 2012). The ability of SMHEs to achieve the
gains will depend on the strength of local links in
the value chain. Zeng et al. (2010) conducted empirical research and concluded that there are signiﬁcant positive relationships within the network
and innovation in SMHEs. Examples from practice
showed that a higher level of innovation is linked
with cooperation and knowledge. Results of the
study conducted by Baptista and Swan (1998) have
shown that enterprises that are in the cluster innovate more, which will strengthen the cluster itself
and there will be employment opportunities within
the sector. Lee (2010) has developed a framework to
assist managers in creating new value through innovation in the service industry. On the side of demand, innovation in SMHEs can create a better perception of value and provide a unique experience to
guests, thus creating the appropriate advantages
in terms of willingness to pay for quality services.
368

Observing the eﬀects of cluster on the enterprise’s
business, Bell (2005) studied the eﬀect of diﬀerent
mechanisms inside and outside the industry cluster.
SMHEs can maximize the value they create by enhancing the perception of guests and reducing costs.
They are able to maximize their value by becoming
members of the cluster, actively participating in the
formation and management of the cluster, but also
working with businesses and individuals within
the cluster due to shared competencies, focus on
guests, and focus on new innovative solutions to
increase the perceived user beneﬁts. Increasing the
value includes the total market value and the value
distribution among the stakeholders, analysing the
competitive market environment and stakeholders which adopted relatively higher or lower value
depending on the distribution of proprietary and
complementary assets within the cluster, creating
alternative mechanisms to limit the loss of value
and to ensure that businesses and individuals within
the cluster take most of this value (Lee, 2010a).
According to Porter (1998), clusterization impacts
on competition by increasing the productivity of
the cluster, following new trends and introducing
innovations, and stimulates the creation of new enterprises. Based on the literature review, there are
indications that the area of inﬂuence of clusterization on the development of SMHEs, particularly
in the Republic of Croatia, has been insuﬃciently
studied and that there is a need of research on the
issue. Therefore, the purpose of this paper is to explore how clusterization impacts on business performance of SMHEs in Croatia. The survey was
conducted in the summer of 2012 on a sample of 72
SMHEs in Croatia.

2. Clusterization in hospitality industry
Clusterization is a dynamic phenomenon and
therefore it is diﬃcult to deﬁne because of its complexity and economic multidimensionality. Clusterization is in an economic sense and context a
“geographically similar group of interlinked enterprises and institutions in related activities” (Porter,
1998a). They are considered to be one of the most
important forms of organizational development
and as such are perceived as important drivers of
economic growth. Originally, clusterization was
linked to advanced economies, then after 2000 the
concept of clusterization appeared in the transition
economies.
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Porter (1990) provides a framework for improving
the economic competitiveness of the local and national economy. In his analysis local factors such as
environmental protection, knowledge and motivational factors constitute an important contribution
to the success of individual enterprises. He emphasizes the need for a stable political environment
which allows businesses to eﬀectively operate and
produce products according to market needs, in a
business environment with local suppliers, adequate
infrastructure, educational institutions and human
resources. In the process of stakeholder networking
clusterization occupies a central place. According to
the Global Competitiveness Report (2011), Croatia
was in 94th place out of 144 countries with regard to
the cluster development, and in the 110th place according to the width of the value chains linking suppliers with mass producers. In Croatia, more than
500 enterprises participated in clusterization, with
more than 25,000 employees. Most of these clusters
are in the manufacturing sector, but tourism and agriculture are well represented too (Institute of Tourism). Clusterization in the hospitality enterprises
belongs to the service clusters and could be encouraged by the natural features of the area in which they
do business (Lee-Ross and Lashley, 2013). They are
mostly informal (Hsieh and Lee, 2012a) and therefore business relationships within them are weaker
and shallower. When faced with an economic crisis,
enterprises in a cluster are more stable and less sensitive to the crisis. The eﬀects of clusterisation in the
hospitality industry are positive, and the presence of
clusters is a crucial part of the attractiveness of the
destination. Clusters can arise naturally, but a functional analysis of the concentration of hospitality
enterprises shows that their shape and development
depends largely on initiatives undertaken by local
businesses and the local administration linked with
the existing natural resources and potentials (Dragusin et al., 2010). Concentration within the cluster
is based on the integrated tourist oﬀer that operates
on the principle of introducing new tourist attractions, physical and communications infrastructure,
accommodation, transport, travel agencies, farmers and other supporting services in a distinctive
oﬀer. Clusterization in the hospitality industry is
present in diﬀerent geographic areas (Dragusin et
al., 2010a), from the city or local level (Business
Tourism Cluster in Denmark, Hong Kong cluster),
regional (the Galapagos in Ecuador Cluster Eastern
Tourism Cluster in the UK) to national level. The
number of employees within the cluster in the hos-

pitality industry varies widely from 7,000 employees (Wales Tourism Cluster) to 153,000 employees
(Amusement Nevada Tourism Cluster in the United States) and 284,000 employees (London cluster
in the UK). It is interesting to point out that in a
number of clusters their members originate from
diﬀerent activities, e.g. in the case of Wales, the
West cluster or the South cluster in the UK, their
members come from 15 diﬀerent sectors, including hospitality. There is an obvious development
of tourism clusters in developing countries, where
the cluster represents the possibility of linking various economic and non-economic entities. The most
important tourism cluster was built on the Cote
d’Azur, as a result of the development of agricultural
clusters, which requested a market for surplus food
products (Hsieh and Lee, 2012b). There are several
clusters in the hospitality industry in the developed
countries that are ranked 3 to 1 star, e.g. Italy has 12
identiﬁed clusters, Spain has eight clusters, Austria
six clusters, France and Switzerland four clusters
each and Germany two clusters. Most of them are
just agglomerates that have limited connectivity
among the cluster members and operate exclusively
on formal basis.
The number of members within the cluster is important for its sustainable development in the hospitality industry. The development of the hospitality
industry through clusterization, i.e. by linking of
travel agencies, local farmers and other entities, is
certainly an important factor in their survival and
increases their competitiveness. Cluster development is a regional response to the competition arising from globalization.
In Croatia, cluster management organization is established in many industries. Croatian Employers’
Association established the National Centre for
Clusters, which provides better ﬁnancial, administrative, personnel and other conditions for the
successful implementation of projects. In addition
to these institutions, monitoring and overseeing of
cluster operations was established in the National
Competitiveness Council of Croatia. There are several tourism clusters, but their members complain
that tourism clusters invests less than the rest of the
economy. Institutional support to SMHEs declined
as a result of orientation of the state institutions to
large sized hotels and privatization processes. The
most famous are Cluster Zagreb and Slovenia (multinational), the Cluster Association of Small and
Family Hotels in Dalmatia and Istria Cluster. The
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Dalmatian tourism cluster was initially ﬁnanced
mainly by funds from USAID through the National
Council for Competitiveness, while the Istrian cluster was mostly supported by tour operators and
hotels there are privately owned. The Istrian model
shows an alternative approach, opposite to the nationally recognizable model of establishing clusters.
The speciﬁcity is that the coordination with the central government was limited, and communication
was mainly at the regional and local level, with maximum participation of investors and entrepreneurs
from Istria. This indicates a weakness of the national policy regarding the development of this tourist
destination, as well as the importance of capital as
a prerequisite for the process of clustering, showing
inadequate communication at all levels.

3. Clusterization – a factor of quality of small
and medium hospitality enterprises
Business operations of hospitality enterprises in the
modern world are based on quality products and
services, innovation, speed, ﬂexibility, connectivity and production or service potential. This newer
style of operations requires a team approach at the
local level and the clusterization approach. All over
the world SMHEs have a tendency to network in
clusters. These enterprises are not isolated, but in
carrying out their activities generate interaction
with their suppliers, competitors, guests and public institutions. The quality of connection and the
system of relationships established with other businesses can signiﬁcantly inﬂuence their competitive
advantage. High competitive advantages lie substantially in local stuﬀ-knowledge, motivation and
the quality of products or services that they possess, which can best be developed through cluster
networks. One of Porter’s brief deﬁnitions is that
clusters are a critical mass of enterprises and institutions in one place. Their development is the most
eﬀective way to enhance the quality of the local environment including SMHEs that are in the area,
and are members of a cluster.
Quality is a key factor in business eﬃciency on
clusters market (Dragičević and Obadić, 2013). It
is establishment of various management systems
to integrate them in order to create competitive
advantage and sustainable growth of clusters and
SMHEs within them. SMHEs will support the process of integration in management system clusterization only if they directly beneﬁt from it, or if
370

members who have already implemented it can expect further savings and new beneﬁts at the cluster
level. Integrated management system clusterization
(Davidović, 2013) encompasses all implemented
quality management systems, environment, health
and safety, human resources, ﬁnance, etc., and integrates processes and documentation that describes
them. Clusterization cannot meet all the demands
of tourists and other stakeholders unless the quality
of common products and services is constantly improved. Therefore, risk management is one of the key
processes that should be conducted in accordance
with ISO 31000 (Dopson and Hayes, 2011). Clusters
and their members use stamp of quality, indication
of geographical origin and authenticity of products
or stamp of the supply chain and apply standards
and quality control procedures for obtaining and
use of such marks, which should also be involved in
the scope of system integration. For example, clusters of food producers from the geographical origin
should implement a system for monitoring the succession of products throughout the production process. Their integration can be based on standards
of food safety (ISO 22000, ISO 15161) and health
safety (HACCP), and encompass procedures for
obtaining Halal and Kosher certiﬁcates. This is very
important for the hospitality industry considering
that HACCP has to be used. Then there is Halal and
Kosher quality with appropriate certiﬁcation that is
increasingly sought by today’s guests. The quality of
services in the hospitality industry is an important
factor in an eﬃcient business. The current trend of
quality management in the hospitality industry ensures the achievement of competitive advantages. In
other words, the competitive advantage of SMHEs
determines their competitive positioning. To operate eﬃciently, SMHEs must oﬀer higher quality of
their products and services than their competitors.
The ability to provide quality services, which will be
easier to achieve within the cluster, will allow them
to increase prices of their products and services and
to expect better business results and proﬁt. Consequently, their competitiveness is achieved at the
local level through their capability to constantly create new and improve the quality of existing products and services and by ensuring that all resources
are used in the best and most sustainable way. The
competitiveness of SMHEs requires a “competitive
diamond” (Dragičević and Obadić, 2013), which is
the business environment that will encourage a continuous process of innovation and improvement of
quality of hotel products and services, a high level of
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productivity in the use of resources and high business eﬃciency in the performance of competing
activities.

3.1 Clusterization – a factor of SMHE eﬃciency
The eﬃciency of the hotel business is based on its
market position, satisfying the guests, their loyalty,
highly personalized service and the hotel’s proﬁts.
Synergistic action of all components (Hope and
Player, 2012) is emphasized in the strategy of eﬃciency of hotel operations. SMHEs need to adjust to
changes in the tourism market, which are numerous
and very diﬃcult to keep up with. The increasing
concentration and growing competition entail the
concentration of hotel facilities. To maintain control over the manufacturing, service and distribution chains, SMHEs must develop their business
strategy in tune with the world trends, as well as
develop links with business partners and the local
population leading to a regional or local network in
clusters.
By networking in the cluster SMHEs at the local
level acquire the possibility to reduce operating
costs through joint procurement of goods and services, improving the skills of employees through a
variety of education and training programmes, thus
establishing better communication and belief that
their ideas are more easily accepted. Above all, they
can achieve better business performance than when
they act alone in the tourist market. All this is feasible, as well as the sustainability of the destination
itself for a longer time in which the cluster operates.
It would be equally good to expand the network to
foreign enterprises, in this instance the best international agencies, which would allow local cooperation between the tourist oﬀer and planning to be
more eﬀective in achieving the expected business
results. This can be done in situations with insufﬁcient local funds and promotional activities, which
makes the link between travel agencies and SMHEs
desirable. In clusterization the image and brand
names of travel agencies will assist in better positioning of hotel enterprises in the tourism market.
Empirical research was conducted in all Croatian
counties on a random sample of 250 small and
medium hospitality enterprises. The survey was
conducted in the period from June to September
2012. The data obtained from the research were
processed by May 2013. The elementary unit of the
survey research, which was selected in the sample,

was deﬁned as a business unit that specializes in
providing accommodation services. This paper uses
the results obtained on a sample of 72 small and medium hospitality enterprises.
Figure 1 Importance of clusterization as a factor
of business eﬃciency of SMHEs
important to
some extent

Source: Authors’ research

When asked about clusterization as a factor of business eﬃciency, managers of surveyed SMHEs considered it very important (82%), signiﬁcant (14%),
while only 4% thought that it was important to some
extent. This implies that clusterization as a factor for
the eﬃciency of operation of SMHEs is very important. The study (Sölvell, 2009) about the importance
of clusterization that involved 30 countries indicated that in 30% of countries clusterization was very
important, it was deemed as medium important in
40% of European countries while it was considered
less important by 30% of the countries. By comparing these two studies it can be concluded that clusterization as a factor of business eﬃciency is very
important in Croatia and European countries.

4. Research methodology and research results
The research was conducted on a sample of 250
SMHEs in all Croatian counties. There were 72
valid questionnaires (28.8%). The research instrument was a highly structured questionnaire consisting of 25 questions. High structure of the questionnaire included the use of closed questions and
Likert scale. It consisted of ﬁve groups of questions,
and the questions were of three types: open type
questions, closed questions with the possibility of
choosing the answer and ﬁnally the expression of
agreement with the given statements. The elemen-
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tary unit of research was deﬁned as a business unit
that specializes in providing hotel services to tourists, while the reporting unit were the managers of
SMHEs.

table provides detailed data on their category and
associations they belong to.
Table 2 Characteristics of the studied sample
N

%

72

100

Joint stock
company

32

44.4

Limited
company

38

52.8

Craft

2

2.8

CATEGORY OF
HOSPITALITY
ENTERPRISES

5*

29

40.3

4*

18

25.0

3*

25

34.7

HOSPITALITY
ASSOCIATION

HUPUH

4

5.6

UPUHH

34

47.2

TOTAL

4.1 Sample
Of the 72 managers surveyed only 20.8% were women. The most represented were respondents aged
41-50 years with 38.9%. The majority were, with
41.7% of the sample, those with higher education.
A more detailed age structure of respondents and
years of service are given in the following table.
Table 1 Characteristics of respondents
TOTAL

FUNCTION

SEX

AGE

LEVEL OF
EDUCATION

YEARS OF
SERVICE

N

%

Manager

43

59.7

Deputy manager

9

12.5

Owner

12

16.7

OMH

13

18.1

Chairman of the
Board

2

2.8

NMOH

21

29.1

Sales and marketing
manager

5

6.9

Male

57

79.2

Female

15

20.8

Up to 40 years

24

33.4

41-50 years

28

38.9

51-60 years

17

23.6

More than 60 years

3

4.1

High school
education

8

11.1

College education

30

41.7

University degree

28

38.9

Other

6

8.3

Less than 11 years

10

13.9

11-20 years

24

33.3

21-30 years

22

30.6

More than 30 years

16

22.2

Source: Authors’ research

The studied sample encompassed mostly SMHEs
that are in the category of 5 stars. More than half of
them are limited liability companies. The following
372

FORMS OF
ORGANIZATION

Source: Authors’ research

4.2 Research results
The analysis of clusterization in SMHEs on the Croatian territory was conducted by means of a survey.
For the purpose of making conclusions about the implementation and importance of clusterization in the
hospitality industry several study goals have been deﬁned: (1) determine whether the proportion of SMHEs that are networked in a cluster are signiﬁcantly
diﬀerent from share of those enterprises that are not,
(2) determine whether SMHEs that operate within
the cluster perform better than others, (3) determine
whether clusterization is an important factor in increasing the competitiveness and quality of SMHEs.
Statistical analysis of all data from the questionnaire was conducted in SPSS 20.0. To determine
the impact of clustering on the development direction of SMHEs the method of inferential statistics
was used, i.e. the chi-square test of independence
characteristics (α = 0.05). The ﬁrst part of the research included the testing of the share of SMHEs
networked in the cluster. The data surveyed and
depicted in Figure 2 shows that 43% of SMHEs networked in the cluster.
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Figure 2 The share in the total number of clusters
of SMHEs

The test results are shown in the following table.
Table 3 Test Statistics
CLUSTER
Chi-Squarea
Df
Asymp. Sig
a.

1.389
1
.239

0 cells (.0%) have expected frequencies less than 5. The
minimum expected cell frequency is 36.0.

Source: Authors’ research

Source: Authors’ research

According to Cluster Observatory in 2012 (Solvell,
Lindquist and Ketels), Italy has the largest number of
enterprises that are in a cluster in the tourism and
hospitality industry (80,847 enterprises), or 1.67% of
the total number of enterprises. In France, the share
of enterprises in the tourism and hospitality industry that are networked in the cluster is 2.07% while in
Spain, for example, the share is slightly higher 3.11%.
In the Republic of Croatia the share of tourism enterprises that are in the cluster does not signiﬁcantly differ from the major European tourist countries as the
share of such enterprises is 2.03%. The only country
that stands out among all the European countries by
the share of networked enterprises in the cluster is
Austria, whose share is as high as 6.28%.
H1 SMHEs that are networked in a cluster are
signiﬁcantly diﬀerent from the share of those
that are not in a cluster

The empirical value of chi-square test was 1.389, a
level of signiﬁcance of p = 0.05 and a degree of freedom critical value that separates the area of acceptance of the areas rejection hypothesis is 3.84146.
Since the empirical value is less than the theoretical
conclusion that the presence of SMHEs networked
in the cluster and those that are not in a cluster in
the Republic of Croatia are equal so the hypothesis
is rejected.
In order to determine whether hospitality enterprises networked in a cluster are more successful
than those that are not, the calculation was made
on the basis of the rate of productivity and the rate
of the eﬃciency in 2012. These rates were calculated
for 85% of SMHEs that participated in the survey
whose data were available. The bar graph in Figure 3
shows the presence of individual rates of productivity in SMHEs that are networked in the cluster and
those that are not.

Figure 3 The representation rate of productivity in SMHEs that are networked in the cluster and those
that are not

Source: Authors’ research
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The rate of productivity shown in Figure 3 is divided
into four grades, where as many as 15 SMHEs that
are not networked to the cluster belong to the grade
of positive productivity (0-10%). The smallest number of enterprises that are networked in the cluster
(4 hotels) achieved productivity of more than 20%,
whereas 8 hotel enterprises that are not networked
in the cluster achieved the same rate. Their distribution is shown in the following table for the contingency rate of productivity.
Table 4 Table contingency for SMHEs for the rate
of productivity
RATE OF PRODUCTIVITY
0

1

2

3

Total

CLUST 0

5

9

8

4

26

1

4

15

8

8

35

9

24

16

12

61

Total

Source: Authors’ research

H2 The rate of productivity of SMHEs that are in
a cluster is diﬀerent from those enterprises that
are not in a cluster
In order to determine whether there is a signiﬁcant
diﬀerence in the rate of productivity of hospitality
enterprises that are in the cluster and those that are
not, they were tested by chi-square test. The test results are shown in the following table.

Table 5 Chi-Square Tests
Value

df

Asymp.
Sig.
(s-sided)

Pearson Chi-Square

1.653a

3

.648

Likelihood Ratio

1.654

3

.647

.344

1

.557

Linear-by-Linear
Association
N of Valid Cases
a.

61

1 cell (12.5%) has an expected count less than 5. The
minimum expected count is 3.84.
Source: Authors’ research

The empirical value of 1.653 is less than the size of
the chi-square test for the three degrees of freedom
and p = 0.05 is 7.81473 so it can be concluded that
there is no signiﬁcant diﬀerence in the rate of productivity among SMHEs that are in the cluster and
those that are not.
The rate of eﬀectiveness is divided into four grades.
SMHEs that have negative growth are in the economy grade 0, those enterprises with a rate of eﬀectiveness of 0-10% are in grade 1, those with a rate
of 11-20% in grade 2, while those with rates of effectiveness higher than 20% are in grade 3. The following ﬁgure provides a bar graph which shows the
representation of a particular rate of eﬀectiveness in
these enterprises.

Figure 4 The representation rate of eﬀectiveness in SMHEs that are networked in a cluster and those
that are not

Source: Authors’ research
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There are several enterprises with a negative growth
rate of eﬀectiveness, which are networked in a cluster. As many as 15 hospitality enterprises have the
rate of eﬀectiveness within the 0-10% range, while
10 which were not networked in the cluster have
the same rate of eﬀectiveness. The smallest number
was found for those hospitality enterprises that are
networked in the cluster and have the rate of eﬀectiveness of 11-20% (2 hotels). Their distribution is
also shown in the table contingency rate for the rate
of eﬀectiveness as already mentioned on the rate of
productivity.
Table 6 Table contingency for SMHEs to rate of
eﬀectiveness
RATE OF EFFECTIVENESS

CLUST

1

0

10

10

2

4

26

1

6

15

8

6

35

16

25

10

10

61

Total

2

3

Total

0

Source: Authors’ research

H3 The rate of eﬀectiveness is diﬀerent in hospitality enterprises that are in the cluster compared to those that are not
Chi-square test is carried out to establish whether
there is a signiﬁcant diﬀerence in the rate of eﬀectiveness. The test results are shown in the following
table.
Table 7 Chi-Square Tests

Value

df

Asymp.
Sig.
(2-sided)

Pearson Chi-Square

4.776a

3

.189

Likelihood Ratio

4.942

3

.176

2.281

1

.131

Linear-by-Linear
Association
N of Valid Cases
a.

61

2 cells (25.0%) have expected count less than 5. The
minimum expected count is 4.26.

Source: Authors’ research

Empirical value is 4.776 and is less than the size of
the test chi-square test for the three degrees of freedom and p = 0.05 is 7.81473 so it can be concluded
that there is no signiﬁcant diﬀerence in the rate of
eﬀectiveness among SMHEs that are networked in
a cluster and those that are not. Therefore, the hypothesis 3 is rejected.
The last part of the research seeks to determine
the eﬀect of clusterization on the competitiveness
of SMHEs and the quality of their business operations. Hospitality enterprises that are members of
the cluster were analysed and participated in the
questionnaire. The analysis of data was expected
to yield the overall picture of whether clusterization is one of the major factors inﬂuencing the
increase in the competitiveness of SMHEs in the
tourism market, that is, to show whether the business quality of these enterprises improved. The effect of clusterization on the competitiveness of the
analysed enterprises was extracted from the opinion of managers whether clusterization reﬂects on
the business by improved competitiveness in the
tourism market. The impact of clusterization on
the competitiveness of SMHEs and the quality of
their business operations was researched by looking into business cooperation of those enterprises
that are members of the cluster. Then the importance of clusterization as a factor in increasing the
competitiveness and quality of business operations of enterprises was analysed, and ﬁnally the
intensity of the impact of clusterization to increase
the competitiveness and intensity of the impact of
clusterization on the quality of business operations
of analysed enterprises.
According to the analysed responses, the importance of clusterization for the business of SMHEs is
very important and signiﬁcant for 84% of managers,
16% considered it important to some extent, and
none considered it of little meaning or completely
irrelevant. These results indicate that clusterization
is very important for the business of enterprises.
When asked whether they believe clusterization
has an eﬀect on business through better competitiveness in the market, 84% of managers responded
positively, which indicates that clusterization is an
important factor in increasing the competitiveness
of business operations.
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Figure 5 Comparison of opinions on the impact of clusterization on the competitiveness of business in
SMHEs that are in a cluster with those that are not

Source: Authors’ research

It is obvious that in the group of SMHEs that are
not in clusters there is a larger share of respondents
who believe that clusterization is reﬂected through
improved competitiveness in the market. The bars
in Figure 5 indicate that in both groups, 0 - SMHEs
that are in clusters and 1 - those that are not in the
cluster, the higher share of respondents answered
yes to the question of whether clusterization increases the competitiveness of business operations.
Also, it can be concluded that in the group 0 there
is a signiﬁcantly higher share of those who believe
that clusterization increases the competitiveness of
business operations.
From these considerations it can be concluded that
the respondents from SMHEs in Croatia are aware
that clusterization allows for better competitiveness
in the market. The share of respondents who believe
that clusterization has an eﬀect on the operations
of enterprises through quality hotel oﬀer is 61%,
35% think that clusterization is reﬂected in the affordable price of the product, 13% consider that it is
reﬂected in the increasing and continuous innovation, and 26% believe it is reﬂected in more original
oﬀers.
According to all of the above it can be concluded
that clusterization is an important factor in increasing the competitiveness and quality of SMHEs.

5. Conclusion
Clusterization in the hospitality industry can create the most opportunities for the development
of the region or regions since clusters operate by
accelerating technological progress and develop376

ment due to synergy eﬀects. Although synergy effects have some disadvantages, they are the result
of combining resources and should be superior to
the individual abilities of some hospitality enterprises and their competitors. The ﬁrst step for hotel
enterprises is to recognize that none of them are
able to operate individually and be competitive in
the tourism market, without networking with other
business enterprises that normally operate in a form
of strategic network.
Clusterization in the hospitality industry also breaks
down the barriers that separate the hospitality enterprises and other businesses, networks, institutions, competent authorities and ordinary people.
It is focused on strengthening the economic basis
such as infrastructure and labour force, as well as
social capital. Clusterization in the hospitality enterprises allows for the introduction of innovation,
achieving high business standards and increasing
the competitiveness of the hospitality industry in
the tourism market.
According to respondents (managers), through networking in clusters SMHEs can improve the quality
of service, guest satisfaction, and the likelihood of
their returning to the same enterprise. It is important that the increase in quality of hotel services is
not accompanied by the increase in prices, as was
the case in traditional business. For this reason it is
necessary for SMHEs to network in clusters, which
will enable them to improve the existing quality,
guest satisfaction and ultimately the eﬀectiveness
of hospitality business. On the basis of the opinion
of the managers on the quality of services as well
as the results obtained from the conducted survey
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on a selected sample of SMHEs in the Republic of
Croatia, there is suﬃcient evidence that the quality
of services is the most important factor in the eﬀective operation of SMHEs. It should be mentioned
that clusterization was assessed as very important
by 84% of managers, who also emphasized its impact on better operating results.
From the research results it can be concluded that
most respondents (managers) are men aged 41-50
years with a college education and work experience
of 11-20 years. On this issue a lot has not changed
when referring to all hotel enterprises in Croatia.
As regards their legal status, the largest number of
hotel enterprises in the sample are limited liability
companies (52.8%) of which 43% are in the cluster,
and most of them are categorized as a ﬁve-star establishment.
According to the opinions of managers, clusterization improves the competitiveness of SMHEs on
the tourism market and impacts on their business
performance. This proves that clusterization is an
important factor in increasing the competitiveness
and quality of hospitality enterprises. From the results of testing the H1 it can be concluded that there
is an equal share of SMHEs networked in the cluster and those who are not. From this it can be seen
that most managers recognize the importance of
networking in the cluster that would contribute to
their more eﬃcient business.
According to the results based on revenues, expenditures and the number of employees in the surveyed enterprises, it can be concluded that the rate
of productivity up to 20% is achieved mostly by enterprises in the cluster, whereas there are more enterprises not networked in the cluster whose rate of
productivity exceeds 20%. Regardless of this result,
it can be concluded that clusterization has a positive
impact on business performance of SMHEs that are
networked in clusters. At the rate of eﬃciency the
results are almost the same as in the representation
rate of productivity. The overall conclusion of this
paper is that the process of clusterization can be one

of the paths to increased economic performance of
Croatian SMHEs.
Finally it should be emphasized that the almost
equal number of SMHEs in Croatia that are networked in clusters and those that are not indicates
that clusterization as the process of improving business has been recognized.

5.1 The baselines for further research
Permanent changes in the tourism market include
changes in the way SMHEs operate, a speciﬁc attitude towards the process of clusterization for the
future sustainable development of enterprises, speciﬁc interests linked to network in clusters of SMHEs and interests linked to better performance and
quality of business. In these conditions where it is
increasingly “diﬃcult” to sell tourist products the
process of clusterization should be the way to better
business performance of mentioned enterprises and
their competitiveness in the tourism market. Based
on the research and forecasting of further development of SMHEs that are networked in the cluster
it can be concluded that it is necessary to design
a model that will recognize and adapt to market
changes and trends. It is therefore recommended
to continue research of these extremely interesting
and important topics for business development and
improved competitiveness of enterprises in Croatia.
According to all the above stated in this research,
clusterization is unavoidable for the quality and
performance of SMHEs and a lack of scientiﬁc research would not be good for the future of their
business. Since the eﬀect of clusterization on the
business of hospitality industry had not been sufﬁciently investigated, it is considered that the analysis in this paper made an adequate contribution for
further research. Future research may identify activities and eﬀects on the business performance of
hospitality enterprises, the characteristics of the life
cycle of clusters and investigate possible methods
of measuring the eﬃciency of the business of those
enterprises that are members of a cluster.
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KLASTERIZACIJA — ČIMBENIK UČINKOVITOSTI
MALIH I SREDNJIH HOTELSKIH PODUZEĆA
Sažetak
U modernoj globalnoj ekonomiji koja se stalno mijenja i uzrokuje stalne prijetnje i izazove, veliku važnost imaju različiti oblici udruživanja i umrežavanja poduzeća. S obzirom da su mala i srednja poduzeća
pokretači gospodarskoga rasta i zapošljavanja, trebali bi biti najdinamičniji i najučinkovitiji čimbenik gospodarstva. Isto vrijedi i za hotelijerstvo, gdje su mala i srednja hotelska poduzeća glavni nositelji turističke
ponude. Umrežavanje poduzeća, od kojih je najzastupljeniji oblik klaster, koristi se za poboljšanje različitih
funkcija hotelskih poduzeća: marketinšku strategiju, suradnju ugostiteljskih poduzeća unutar destinacije,
za pribavljanje resursa, informacija i savjeta. Nedostatak umrežavanja malih i srednjih hotelskih poduzeća i
njihova poslovanja u klastere u Republici Hrvatskoj uzrok je nezadovoljavajuće razine konkurentnosti i kvalitete hotelskih objekata, s negativnim posljedicama za gospodarski i društveni razvoj. Započinjanje procesa
klasterizacije u Hrvatskoj mogao bi biti dobar način za povećanje ekonomske učinkovitosti hrvatskih malih
i srednjih ugostiteljskih poduzeća. Cilj ovoga rada je prikazati klasterizaciju kao čimbenik koji utječe na
kvalitetu malih i srednjih hotelskih poduzeća što dovodi do povećanja konkurentnosti na turističkom tržištu koje postaje važan čimbenik za njihovo učinkovito poslovanje. Za potrebe ovoga istraživanja provedena
je anketa na uzorku od 72 mala i srednja hotelska poduzeća u razdoblju od lipnja do rujna 2012. godine.
Rezultati su istraživanja pokazali da je klasterizacija čimbenik koji utječe na uspješnost malih i srednjih
hotelskih poduzeća.
Ključne riječi: mala i srednja hotelska poduzeća, klasterizacija, konkurentnost, uspješnost

380

God. XXIX, BR. 2/2016. str. 367-380

Andrijana Ostojić Mihić, Christian Stipanović, Ana-Marija Alﬁrević: Stimulating innovations and performance of companies in
Bosnia and Herzegovina

Andrijana Ostojić Mihić
University of Mostar
Faculty of Science and Education
Matice hrvatske bb,
88000 Mostar, Bosnia and Herzegovina
ostojicandrijana@gmail.com
Phone: +38763363614

Christian Stipanović
University of Rijeka
Faculty of Tourism and
Hospitality Management
Primorska 42,
51410 Opatija, Croatia
christis@fthm.hr
Phone: +385913695700

Ana-Marija Alﬁrević
Vladimira Gortana 1,
21000 Split, Croatia
anamarija.alﬁrevic@gmail.com
Phone: +38598852269

UDK: 001.895:658.1](497.6)
Preliminary communication
Received: April 21, 2016
Accepted for publishing: May 16, 2016

STIMULATING INNOVATIONS AND
PERFORMANCE OF COMPANIES IN
BOSNIA AND HERZEGOVINA
Abstract
The paper explores the perception of innovations and importance of innovativeness, determines innovation
potential and links the application of innovations in companies to the material stimulation of employees.
The aim of the paper is to provide information on encouraging and developing the culture of innovations
and on strengthening the awareness of the importance of material motivation for the creation of innovations. The paper presents an overview of the existing ﬁndings on the company’s innovation potential and
the possibility to encourage innovations by means of the selected tools and techniques of human resource
management. The contribution of the paper is based on the empirical research of a representative sample
of 250 medium-size and large companies in Bosnia and Herzegovina (BiH) using the methodology of the
Croatian Coeﬃcient of Innovativeness (HKI), whereby special attention is given to the observation of the
possible link between stimulating employees to innovate and accomplishing the company’s selected performance.
Keywords: Innovations, innovation potential, business success, barriers to innovativeness, development,
Bosnia and Herzegovina

1. Introduction
When observing the situation in Bosnia and Herzegovina (BiH), the crisis revealed the lack of sustainability for the model of growth based on credit
expansion and increased consumption. High taxes,
ineﬃcient government administration and widespread corruption discourage entrepreneurial activities. In addition, the business world is facing ever
more complex challenges such as fast ﬂow of information, capital, services, products, and people, with
the tendency toward the removal of state borders.
The companies’ survival depends on their ability to

be market leaders or to adapt to new market requirements and generate new development strategies
which include the implementation of innovations in
their business activities. Increasing innovation potential and creating the culture of innovations in a
company stimulates growth and development of a
company as well as of the society. The paper takes
the view that innovations within an organization are
a prerequisite for the developments of technical innovations, and that innovations in an organization
are the means for achieving competitive advantage
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in the long run. This is why the following research
hypothesis is postulated:
Hypothesis 1. Stimulating employees for innovations is linked to the company’s higher net proﬁt

2. Theoretical determinants of innovation
potential and prerequisites and results of its
application
The deﬁnition of innovation in the paper is the
following used in the OSLO Manual in 2005: “An
innovation is the implementation of a new or signiﬁcantly improved product (good or service), or
process, a new marketing method, or a new organizational method in business practices, workplace
organization or external relations”.1 The OSLO
Manual equally treats technological, marketing and
organizational innovations, bearing in mind the importance of non-technological innovations in the
modern business environment.
The authors who investigated organizational innovations concluded that the company’s innovativeness is most often suppressed by past success, that
is, the already tested business models that proved
to be successful in the past. However, every business model and strategy becomes outmoded in
time. On the other hand, successful strategies are
decreasingly sustainable in the long run, which
means that their life-span is getting shorter. The
companies that show a higher level of innovativeness in deﬁning their business model are more successful in the ever more complex global market. By
strengthening innovation potential and creating
the culture of innovations, companies build stronger foundations for the development and success
in the open market.
The contemporary literature includes many deﬁnitions of a company’s innovation potential. Innovation potential is basically an intrinsic characteristic
of a company, the ability for using the company’s
creative work and knowledge and experience of its
employees (Krško, 2003)2. Horňáková and Zaušková
(2008)3 believe that the company’s innovation potential depends on the company’s innovation capacity. Innovation capacity includes the sum of
knowledge, experiences and resources of a company
as well as the skills of their management. These authors also state that innovation potential depends
on the innovation climate within the very company
and the barriers from the environment.
382

In order to investigate the innovation potential of
medium-sized and large manufacturing companies,
one needs to establish their innovation capacity. The
strengthening of innovation capacities and development towards the knowledge-based economy give
an opportunity for greater employment with higher
added value and ﬁnally better productivity and economic growth. The authors of the paper accept the
deﬁnition of innovation capacity which states that
innovation capacity is the ability to implement innovation activity and to develop potential for making innovations (Antoljak, Mitrović et al., 2011).4
For innovativeness to bring stable innovation results, companies need to be involved constantly and
systematically in innovation activities. This includes
numerous procedures for constructing and building
the innovation system of a company, based on the
following: high quality preconditions for innovativeness (for example innovative employees and ICT
infrastructure), innovation procedures, actions, organization, culture, and innovation strategy.
The result of the application of innovations is a potential competitive advantage based on feedback,
since a part of the company’s achieved results (depending on them being high priority, short term or
long term goals) are re-invested into the realization
and stimulation of new sources of competitive advantage (Stipanović, 2006, as translated by the authors), which also include innovation. Bessler and
Bittelmeyer (2008) think that through innovations
companies achieve competitive advantage in the
short run only, which is in line with Schumpeter’s
thesis of creative destruction. Innovations are a
means for achieving short-term competitive advantage before the competitors start to copy the innovation. Following these statements, the authors of
the paper start from the premise that the application of innovations in the company’s business practice, workplace organization and external relations
leads to long term competitive advantage. Innovations within an organization need to be a precondition to the creation of technical-technological innovations, rather than their consequence.
The ultimate result of innovations in an organization is the transformation of a traditionally industrial company into “an intelligent organization”, the
company based on knowledge, that is, on intellectual capital. Therefore, the prerequisite for innovation can be stimulating employees to learn and apply their knowledge in innovations.
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Under the conditions of the ever growing globalization, technological changes and tougher competition, many organizations perceive that the starting point of their strength and value is precisely in
their people – employees (Džubur, 2003) and their
knowledge and ability to be creative (Jamberk and
Penić, 2008). People are a living factor of the company’s organization and their knowledge, skills,
abilities and creativity contribute to competitiveness and successful realization of the company’s
goals. It is precisely people, employees, and their
intellectual potential that are a unique and valuable
resource with which any successful company can
identify, and which cannot be transferred or copied
(Buble, 2009).
Therefore, it does not come as a surprise that organizations that base their sustainable development on

eﬃcient human resource management, by using their
potentials (knowledge, abilities, and skills), achieve
better results at all levels of business activities. Such
organizations are more ﬂexible and creative in reaching innovative solutions, encourage team work and
motivation, create healthier human relations in the
work and business environment, care about their
employees, more eﬃciently apply new technological solutions, and manage organizational changes
more easily. Examples of positive practice are usually given by successful companies, such as Motorola
and Toyota, whose business philosophy is based precisely on the abovementioned principles (Karaman
Aksentijević, Ježić, Đurić, 2008). The synergy eﬀect
of the importance of the human factor and education
for the realization of innovativeness within an organization is given in Figure 1.

Figure 1 Factors inﬂuencing the achievement of innovativeness in a company

Source: Adapted from: Drucker, P. (1992). Nova zbilja. Zagreb: Novi liber, as quoted in: Karaman Aksentijević, N., Ježić,
Z., Đurić, K. (2008), “Upravljanje ljudskim potencĳalima kao pretpostavka inovativnosti i uspješnosti poslovanja”, Informatologia, Vol. 41, No. 1, p. 47.

The concept of a successful organization relies on
motivational factors as well. They can have a positive or negative eﬀect on the increase of work efﬁciency and employees’ satisfaction (Buntak et al.,
2013). These authors deﬁne motivation as a “process of initiation and focusing eﬀorts and activities
for the purpose of achieving personal and organizational goals” (ibid, as translated by the authors).
The deﬁnition clearly explains that motivation is a
psychological form of an individual’s behavior, led
by satisfying both personal and organizational goals
and needs. Depending on the type of inﬂuence of
motivation factors, individual, organizational and

business factors also need to be adapted (Buble,
2009) so as the needs (or interests) of employees
who undergo education are adjusted to the interests
and goals of the organization and its innovation requirements, all for the purpose of achieving a competitive advantage.

3. Methodology of empirical research
There are numerous indicators for measuring innovativeness at the level of national economies, thus
comparing innovation potential and growth among
individual states. Some of the most frequent indi-
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cators are: Innovation Capacity Index (ICI), Community Innovation Survey (CIS), Global Innovation
Index (GII), etc. Since the subject of this research
is not to measure innovativeness at the level of the
national economy but at a level of the company, the
remaining part of the paper deals with this issue.
However, problems appear at the very beginning
in the sense that there is no suﬃciently developed
business tool or model that could be used for more
precise measurement and deﬁnition of the company’s innovativeness and its comparison to other
companies by key business areas.
Many authors mention the Balanced Scorecard
(BSC) in combination with the Innovation Scorecard (ISC) as the most appropriate instruments for
measuring innovation activities. It should be mentioned here that BSC innovations are not treated as a
strategic goal. They are considered as innovations of
products/services only. Therefore, companies need
to be careful with the isolated introduction of BSC
and ISC, since they are mainly focused on strategic
measurement of eﬃciency, while other numerous indicators of innovation activities are set aside.
One of the increasingly comprehensive business
tools or models for measuring a company’s innovativeness level was developed by the Nordic agency
“Nordic Innovation” and named the “Innovation
Radar”. This business model has the ability for indepth measurement of a company’s innovation
potential in 12 basic business areas, which consequently gives better insight into the advantages and
disadvantages of the model used. In order to accomplish innovation achievements, many companies
adapt their business processes and strategic goals.

The methodology of the “Croatian Coeﬃcient of
Innovativeness” (or originally Hrvatski kvocijent
inovativnosti - HKI) uses the experiences gained in
other research with similar topics, such as the European Innovation Scoreboard and the Global Innovation Index as well as many other national and
international researches dealing with innovations.
The HKI methodology was developed for the research into the level of innovativeness of Croatian
companies. The HKI evaluates the condition and
activities undertaken in order to build the company’s innovation capacity and the perception of innovativeness at the company level (Antoljak, Mitrović
et al., 2011).5
The empirical research was conducted on the population of medium-sized and large companies in BiH.
The Agency for Statistics states that in 2010, there
were 1,756 medium-sized and 286 large companies.
In creating the research sample, manufacturing medium-sized and large companies were ﬁrst selected
and then, based on the secondary data sources, the
companies were selected for the sample providing
that they:
- meet the criteria set forth by the accepted deﬁnition of small, medium-sized and large companies
for the territory of the entities (The Law on Accounting and Auditing in the Federation of Bosnia and Herzegovina and the Law on Accounting
and Auditing in the Republic of Srpska);
- have existed for longer than 3.5 years, involved
in manufacturing activities;
- have submitted their ﬁnancial reports.

Table 1 Companies by size and activity in BiH on December 31, 2010 and creation of the sample size
Number of companies
Activity

Medium-sized
companies

Percentage

Sample size

Large companies

Medium-sized
companies

Large
companies

Medium-sized
companies

Large
companies

Agriculture

18

7

2.8%

5.2%

6

3

Ore and stone extraction

14

10

2.2%

7.5%

4

4

Manufacturing industry

387

82

60.6%

61.2%

121

31

Energy production and supply

10

14

1.6%

10.4%

3

5

Water supply

65

5

10.2%

3.7%

20

2

Construction

145

16

22.7%

11.9%

45

6

Total number of
manufacturing companies

639

134

100%

100%

200

50

Manufacturing companies
in total
Percentage of medium-sized and
large manufacturing companies

773
82.66%

250
17.34%

Source: Authors’ research
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The sample reﬂects the principle of the share of
medium-sized and large companies in the basic set,
80.00% of medium-sized and 20.00% of large manufacturing companies, which represents a proportional stratiﬁed sample. The collection of the primary data on the position of innovation potential
in BiH was made by means of a questionnaire, while
the data on net proﬁt of the sample companies were
obtained from the Agency for ﬁnancial, computer
information and brokerage services for the Federation of BiH, and from the Bon-line, Solvency agency
for the Republic of Srpska.
The HKI methodology was used for deﬁning innovation capacity, which measures a company’s innovation capacity by posing 10 questions. The collected data were processed by the program package

for table calculations Microsoft Excel and the Statistical Package for the Social Sciences (SPSS). Various
approaches were applied in analyzing the collected
data as well as their graphic illustrations.
The limitation of the research lies in the inability
to quantify a direct inﬂuence of organizational innovativeness on generating proﬁt as well as various
methods of deﬁning innovativeness.

4. Results of the empirical research
During the research, 167 questionnaires properly
ﬁlled in were returned, which makes 20% of the
total set, which is a prerequisite for relevant conclusions. The results of the conducted research are
given in Table 2.

Table 2 Innovation potential of companies in BiH
Observed
Variables

Vocational or faculty degree
of employees

Statements
More than 50%

1.8

25% - 49%

10.8

10% - 24%

48.5

Less than 10%

36.5

Other

2.4

Occasional education and training
Developing human resource
competences

Sources of ideas in a
company

Constant education and training

Sources of ﬁnancing for
development of innovations

24
22.8

Training depends on company’s speciﬁc needs

41.3

Other

11.9

Internal

25.1

More internal than external

31.7

Equally internal and external

34.1

External

Ways for development of
ideas within a company

Company
share (%)

6

Other

3.1

The ﬁeld determined for development of ideas

21

Web portal/ person for submitting ideas

6.6

Allocated sources for development of ideas

3.6

Spontaneous process

61.1

Employees’ ideas are not developed

4.8

Other

2.9

Own funds and/or loans

65.3

Credits by business banks

28.7

Risk capital

0

Diﬀerent subsidy funds (state, EU, other)

0

Other

6
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Observed
Variables

Valorization of ideas and
innovativeness

Person or team responsible
for introducing innovations

Conducting research
activities

Conducting development
activities

Meetings held with the aim
of creating innovations

Management and decision
making on development of
innovations

Strategy of innovation
development

Statements
Faster promotion

0.6

Higher salary, bonus or one-time ﬁnancial bonus payment

82.6

Management praise (employees are orally encouraged to suggest
improvements)

4.8

Non-ﬁnancial rewards

3.6

Other

8.4

There is a formal member of the board/manager/department for
innovations

12.6

There is an informal member of the board/manager/department for
innovations

24

There is a formal position of manager/oﬃce with innovations as one
of the responsibilities

6.6

There is an informal position of manager/oﬃce with innovations as
one of the responsibilities

23.4

Other

33.4

Independently

59.9

Outsourced research services

21

In cooperation with other companies

7.2

In cooperation with universities and/or research institutions

2.4

Other

9.5

Independently

59.9

Outsourced research services

21.6

In cooperation with other companies

13.8

In cooperation with universities and/or research institutions

1.8

Other

2.9

Weekly

24.6

Monthly

29.9

Once in three months

6

Once in six months or a year

18

Other

21.5

Board independently manages and decides on development of innovations

33.5

Board and management jointly run and decide on development of
innovations

37.7

All levels of company participate in development of innovations

10.8

Employees independently develop innovations without management’s knowledge

2.4

Company does not manage or make decisions on innovations, they
occur spontaneously

15.6

Integral part of company’s strategy, known to all employees

28.7

Integral part of company’s strategy but not known to all employees

23.4

There is a separate strategy of innovation development

4.2

There is a declarative strategy but it is not formalized

26.3

Other

17.4

Source: Authors’ research
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The strengthening of innovation potential primarily
depends on building and constant developing business (innovation) tools or models in all dimensions
and segments of business organization (including
employees’ application of innovations and their application in all business processes, strategic business
goals, etc.). This is why investment is needed into
the creation of the system which is to encourage
and/or motivate employees to generate ideas aimed
at solving the most signiﬁcant business problems.
In terms of relating innovations to the tools and
approaches to human resource management, the
problem is that 61% of the companies surveyed state
that they lack the organized system for encouraging and gathering ideas from employees. Ideas then
come as a consequence of a spontaneous process,
which is not necessarily directed towards the key
needs of a company for innovating. Furthermore,
42% of the companies surveyed state that their employment contracts do not mention innovations
and innovativeness, which is quite contradictory to
their own perception since most subjects think of
themselves as innovative. However, more than a half
of the companies reward innovativeness exclusively
by increasing salaries, higher bonuses or one-time
ﬁnancial rewards. The practice shows that suggesting new ideas and creating an organizational culture
which encourages creativity and innovativeness
in all segments of a company are best promoted
through a combination of ﬁnancial and non-ﬁnan-

cial rewards, which is the system used by 8% of the
surveyed companies.
Examples of the world’s leading companies with the
most developed innovation systems indicate that
one of the key factors for developing a company’s innovativeness is a clearly organized system with the
person in charge (Chief Innovation Oﬃcer) who is
on the company’s board or in senior management.
The research showed that in 38% of the cases there
is no person responsible for innovations, no process
established for moving a good idea to the market
placement stage, and employment contracts do not
include innovations or innovativeness. In only 10%
of the companies all the levels participate in the development of innovations, while in as many as 30%
of the companies the subjects stated that innovations
were implemented within their organization only because there was no way out and not because it was
their chance for achieving a competitive advantage.
In terms of the source of ﬁnancing for development
of innovations, the research revealed that 65.3% of
the companies ﬁnance this development from their
own funds, while the budget for innovations does not
exist in more than a half of the companies surveyed.
The next part of the research formally tested the hypothesis on correlating the stimulation of employees for their innovativeness and the company’s net
proﬁt whereby there is a signiﬁcantly higher level
of net proﬁt for the companies that stimulate their
employees’ innovativeness (Table 3).

Table 3 Arithmetic means for groups of companies
Stimulating innovativeness
Net proﬁt 2011

N

Mean

Std. Deviation

No stimulation

70

7039164.70

12.022.063

Stimulation

97

27370288.52

74.645.651

Source: Authors’ research

However, in order to determine whether this is a statistically signiﬁcant result, a t-test was performed,
whose results are given in the following table. In view
of the value of Levene’s test of equality of variances
(Sig. = 0.0007), the empirical result of the independ-

ent t-test was chosen, which does not assume the
equality of variances for the compared groups of
companies (Table 4). The signiﬁcance of diﬀerences
in the net proﬁt made by these groups of companies
is conﬁrmed by the t-test result (Sig. = 0.01).

Table 4 T-test comparison of groups of companies
t-test of equality of mean values

Net proﬁt 2011

Equality of variances is assumed
Equality of variances is not assumed

t
-2.256
-2.636

df
165
102.840

Sig. (2-tailed)
.025
0.01

Source: Authors’ research
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In this way we formally substantiate the assumption
on the eﬀect of tools approaches to human resource
management for stimulating innovativeness on the
performance of companies in BiH.

and biases, which are the consequence of the lack of
scientiﬁc foundation of the research as well as other
reasons that occur despite the appropriate application of scientiﬁc methods.

With 5% signiﬁcance, the alternative hypothesis is
accepted by which there is a statistically signiﬁcant
diﬀerence in net proﬁt for 2011 among the companies regarding the stimulation of employees’ innovativeness, whereby the equality of sample variances is not assumed. The parameter of eﬀect size
indicates the diﬀerence between groups and its
value is 0.0633. According to Cohen’s scale, the effect is of medium size. In percentages, commitment
to stimulating innovativeness explains for 6.33% of
the net variance proﬁt for 2011. The method of internal consistency was used for the evaluation of the
measurement scale reliability, whose analysis in this
research included all 167 companies. Cronbach’s
Alpha coeﬃcient is 0.905, which indicates excellent
reliability and inner consistency of the measurement scale.

The development of a company depends on the
ability to project the future changes, to predict
their inﬂuence on business activities and to plan
the activities to be made. A company needs to be
constantly changed and improved. The lower level
goals include adaptation to new market conditions,
while the higher level goals are based on innovativeness and new strategies. While pursuing the goals
of reaching the leading position, it is no longer sufﬁcient to adapt to demand only, one needs to be one
step ahead of demand – to design a new product
and by using proactive marketing to introduce one’s
own advantage to a potential buyer. This way, companies will be able to recognize the opportunity still
not recognized by others and thus ﬁnd their way to
the previously unknown market.

5. Conclusion
Apart from the inner factors, innovativeness depends on organizations, institutions and regulations
in the company’s environment. There are numerous
problems when it comes to strengthening the innovation potential of the BiH economy. The basic
problem of the business sector is a small proportion
of investment into research and development and
most research and development in the private sector is ﬁnanced by the company’s own funds.
As the BHAS statisticians state, the companies that
were innovatively active in the period 2010-2012
mainly purchased machines, equipment, software
and buildings (80.3%) and invested the least for
acquiring the existing knowledge from other companies or organizations, which makes around 22%.
According to this source, the obstruction of innovative activities related to the following factors: cost,
knowledge, market and institution.6
The past researches are rather diﬀerent, in terms of
the level of scientiﬁc foundations, the types of research methods used and the reliability of the obtained results. These diﬀerences provided insight
into a wide range of factors which, under our conditions, proved to be signiﬁcant for the reliability of
the research into the organization’s innovativeness.
In addition, the heterogeneity of the past results enabled the identiﬁcation of possible sources of errors
388

In order to develop and strengthen their innovation
potential, the companies active in BiH need to:
•
Deﬁne transparent and widely accepted innovation strategy at the state level;
•
Make concrete goals, plans and activities operational;
•
Deﬁne the guidelines of innovative environment in companies;
•
Strengthen the economy’s innovation potential by means of providing support to growth
and establishment of innovative companies;
•
Aﬃrm entrepreneurship and entrepreneurial
management;
•
Implement a strategic approach to company
management;
•
Direct one’s own activities to the protected
market niche;
• Formulate the new vision of business;
•
Develop awareness of changes, generate new
managers, leaders and visionaries, based on
the knowledge authority;
•
Permanently educate employees, create new
knowledge and implement it into practice,
increase absorption and analytical abilities of
employees, create the culture of learning and
working and employee loyalty;
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•
Improve human resource management: personnel planning, employee acquisition, evaluation, motivation and promotion of employees, lifelong education, aﬃrmation of team
work, culture of unity …;
•
Encourage creative thinking;
•
Actively create the future;
•
Facilitate the access of innovative companies
to sources of ﬁnancing and attracting foreign
direct investment;
•
By re-conceptualizing development, transform classical, slow and inert companies into
organizations that learn though engineering,
changing business culture, ways of thinking
and acting;
•
Adapt organizational structure, decentralize
the company, implement new ways of responsibility distribution and employees’ decision
making, implement employee authorization;
•
Constantly invest into research and development;
•
Manage data, information and knowledge
based on employees and information technology;
•
Improve communication in and outside the
company and optimize the delivery of key information to key users;
•
Implement new strategic orientation: joint
marking, benchmarking, business intelligence, TQM, CRM, reengineering;
•
Apply new technologies;
•
Strengthen cooperation with other companies and/or research institutions;
•
Develop and adopt innovation monitoring
methodology (with measurement tools).
The measures for improving innovativeness are
aimed at encouraging creative thinking, managing
the innovation process and methods supporting

innovation management. It is extremely important
to work within the company on removing the fear
of changes and changing the “rest on one’s laurels”
mentality. The company’s management needs to
activate “out of the box thinking” and constantly
re-examine the eﬃciency of the existing business
concept.
If the innovation activity is appropriate, in time, innovations will manifest themselves as the new economic value, in business processes and models and
in innovative market goods (products and services).
Regular measurement of company’s innovation capacity through time can give a valuable insight into
the dynamics of its innovation economic activities.
Consequently, it can help the management in understanding, preparing and implementing appropriate
measures necessary for innovative, technological
and competitive improvements that are expected to
be increasingly demanding in the future.

6. Research limitations and future research
tasks
Innovation potential and capital turn into the key
development factor in any modern company. A new
concept of company development needs to estimate
the key resources (knowledge and information) in
generating the highest levels of competitive advantage (innovations) in the function of multiplying
proﬁt which then needs to be reinvested in creating knowledge and innovations as an answer to the
challenges of the dynamic market. This research
proves that the companies that stimulate their employees’ innovativeness achieve better ﬁnancial performance. The research limitation lies in the inability to quantify the direct inﬂuence of organizational
innovativeness on other forms of ﬁnancial performance, while the volume and insuﬃcient development of BiH economy also pose signiﬁcant limitations to the obtained empirical results. Hence the
research needs to be repeated in other countries/
economies, with a larger sample and an increased
number of indicators of the company’s performance.
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STIMULIRANJE INOVACIJA I PERFORMANSE
PODUZEĆA U BOSNI I HERCEGOVINI
Sažetak
U radu se istražuje percepcija inovacija i značaj inovativnosti, određuje se inovacijski potencijal i primjena
inovacija u poduzećima koja povezuju materijalno stimuliranje zaposlenika. Cilj je rada pružiti informaciju
o poticanju i razvijanju kulture inovacija i jačanju svijesti o značenju materijalne motivacije za stvaranje
inovacija. Rad prezentira presjek postojećih spoznaja o inovacijskom potencijalu poduzeća i mogućnosti
poticanja inovacija uz pomoć izabranih alata i tehnika upravljanja ljudskim resursima. Doprinos se rada
temelji na empirijskom istraživanju reprezentativnog uzorka od 250 srednjih i velikih poduzeća u Bosni
i Hercegovini po metodologiji hrvatskog kvocijenta inovativnosti (HKI), pri čemu se posebna pozornost
pridaje promatranju potencijalne povezanosti stimuliranja zaposlenika za inovacije i ostvarivanja izabranih
performansi poduzeća.
Ključne riječi: inovacije, inovacijski potencijal, poslovni uspjeh, prepreke inovativnosti, razvoj, Bosna i
Hercegovina
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THE INFLUENCE OF TOP
MANAGEMENT DEMOGRAPHIC
CHARACTERISTICS ON DECISION
MAKING APPROACHES
Abstract
Today’s organizational environment requires managers to be an excellent decision maker with the ability
to make eﬀective decisions which will shape business performance. Because of the role that managers have
in today’s business settings, research interest in the relationship between individual characteristics and
managerial decision making in all its aspects has increased over the last decade. This paper aims to provide
an overview and discussion of how individuals make choices and decisions by examining the inﬂuence of
top management demographic characteristics on decision making approaches. Findings suggest that demographic characteristics appear to be valuable for predicting which decision making approach managers
prefer. The results of the study show that the average age and education level of decision makers is positively
related to the rational decision making approach and negatively to the intuitive decision making approach.
Tenure is positively related to the intuitive decision making approach, but the inﬂuence is not statistically
signiﬁcant. Also, a diﬀerence in the decision making approach was found with respect to gender. In light of
the research ﬁndings, implications and limitations were discussed and some possibilities for future research
are suggested.
Keywords: Decision making, top management, demographic characteristics, decision making approach

Decision making is a process which characterizes
every human being and every organization. It is a
process of choosing the best alternative for reaching
an objective. It is the most important and frequent
task that managers and employees are engaged in.
Two reactions could be the trigger for this process:
a problem that needs to be solved or an opportunity
that could be used. Without decisions, an organization or a person cannot achieve any success.

the individual’s behaviour is important for understanding the decisions. Decision making can be deﬁned as a cognitive process governed by an individual’s core values and beliefs (Petrides and Guiney,
2002). It is a way an individual approaches cognitive tasks (Galotti et al., 2006). Various deﬁnitions
of decision making can be found in the literature,
but they all state that it is a continuous process, very
time consuming for the decision maker, representing the basis of business existence and performance,
and targeting mainly managers.

Decisions in an organization can be made by an individual or a group, but in each case understanding

Decision related factors can be broadly deﬁned
into two categories: organizational and individual

1. Introduction
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factors (Riaz et al., 2010: 42). Individual decision
making behaviour, besides other factors, is mostly
determined by individual characteristics. Individual characteristics could be seen as a crucial factor for eﬀective decision making (Armstrong and
Priola, 2001). Namely, the business environment in
which many managerial decision makers operate
nowadays can be described in terms of complexity, unpredictability, uncertainty and instability. The
managers’ perceptions of the degree of these environmental conditions are the result of their individual characteristics. These characteristics further
inﬂuence the way they collect, organize and process
information, which in the ﬁnal stage has an impact
on organizational outcomes. Because of the aforementioned inﬂuences and because of the role those
managers play in today’s business settings, over
the last decade there is a visible increase in interest among researchers on the relationship between
individual characteristics and managerial decision
making in all its aspects. Speciﬁcally, among many
researchers in the ﬁeld of strategic management,
there is a growing consensus that the individual
managers’ characteristics are critical determinants
of all organizational processes, including strategic
decision making, which ultimately aﬀects organizational performance.
Generally speaking, individual characteristics in
decision making literature are analysed through
two main groups of factors: (1) the ﬁrst relates
to personality characteristics (e.g. Papadakis and
Barwise, 1998) such as individual preferences, attitudes, needs, values, knowledge. These factors
are much more diﬃcult to measure compared to
the second (2) group which includes demographic
characteristics. The fact is that it is easier to collect
and measure demographic than managerial values
or traits. While some researchers give preferences
to demographic characteristics over personality,
mainly because of their objectivity (Hambrick and
Mason, 1984; Finkelstein and Hambrick, 1990; Hitt
and Tyler, 1991; Smith et al., 1994), others support
personality characteristics as better predictors of
individual decision making behaviour (Miller and
Droge, 1986). For example, Papadakis (2006) takes
into consideration both categories and concludes
that demographic attributes (tenure and level of
education) have a more signiﬁcant impact on the
characteristics of the decision making process compared to the personality characteristics (the desire
for progress, risk propensity, locus of control). Over
the last two decades, there has been a gradual accumulation of studies that directly or indirectly
incorporate individual demography as a predictor
394

of organizational phenomena (Goll and Rasheed,
2005: 1000).
Everything started with Hambrick and Mason’s ‘upper echelons’ perspective (1984) which is based on
the assumption that the top manager’s individual
characteristics account for what happens in and to
an organization. It suggests that the demographic
characteristics of managers bring a cognitive base
and values to the decision making process that restrict their ﬁeld of vision (Balta et al., 2010: 59). It
advocates that the objective situation has an impact
on upper echelon characteristics (both psychological and observable), which, in turn, inﬂuence strategic choices, which then determine performance
(Goll and Rasheed, 2005: 1000). So, if we want to
understand more clearly and explain the way an
organization is performing its everyday activities,
we need to understand the managers’ choice perspective which holds “that power-holders within an
organization can and do make choices of goals, domain, technologies, and structures”.
There is a growing consensus among researchers in
the strategy area that top management team demography is a critical determinant of organizational processes, including strategic decision making, which, in
turn, aﬀects organizational performance (Goll and
Rasheed, 2005: 999). Pfeﬀer (1983: 348) deﬁne demography as “an important, casual variable that affects a number of intervening variables and processes
and, through them, a number of organizational outcomes.” Demography refers to “the composition, in
terms of basic attributes such as age, sex, educational
level, length of service or residence, race, and so forth
of the social entity under study” (Pfeﬀer, 1983: 303).
Aiming to enhance an understanding of the nature
of managerial decision making, this study is focused
on investigation of the importance of individual demographic characteristics in managerial decision
making. The demographic characteristics that will be
examined in this study with respect to their eﬀect on
the decision making approach that decision makers
use while making strategic decisions are age, gender,
tenure and education. This paper is aimed at examining the eﬀect of four top management demographic
characteristics on the decision making behaviour
which will be analysed through two decision making
approaches.

2. Literature review
2.1 Age and decision making
Many studies have conﬁrmed that age is a signiﬁcant factor that inﬂuences the decision makers’ be-
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haviour. Older managers are more likely to employ
an intuitive decision making style, while younger
managers are more likely to adopt a rational decision making style (Kim and Hasher, 2005). Namely,
older managers are less likely to change their decisions or decision making styles because of greater
past experience in decision making (Riaz et al.,
2010: 44). Chen and Sun (2003) also supported this
premise that older managers make intuitive decisions as compared to young. Wiersema and Bantel
(1992) point out that an individuals’ age is expected
to inﬂuence the strategic decision making perspective as well as the choices they make. Age is considered as an indicator of experience and as a signal
for risk and change in attitude. With age, ﬂexibility
and risk taking may decrease whereas resistance to
change may increase (Wiersema and Bantel, 1992,
cited in: Goll and Rasheed, 2005: 1004). Finucane
et al. (2005) established a signiﬁcant diﬀerence in
decision making across age; that is, as cognitive
functions decline as a result of age, decision making performance may decline as well. Hambrick
and Mason (1984) conclude that the older managers (decision makers) are risk averse and focused
on a traditional way of decision making compared
to younger managers. They are likely to avoid risky
decisions because ﬁnancial and career security is
important to them (Goll and Rasheed, 2006: 1004).
Similarly, Tyler and Steensma (1998) emphasized
the inverse relationship between older managers and their willingness to undertake corporate
change. It was also observed that the decision makers’ age inﬂuences the way in which decisions are
made, which in turn inﬂuences the decision quality. Finally, with respect to age, there is evidence to
support the notion that older adults prefer fewer
choices than younger adults (Reed et al., 2008).
Considering the afore-said, the ﬁrst hypothesis has
been formulated.
H1. The average age of the decision makers will be
positively related to the rational decision making approach and negatively to the intuitive decision making approach.

2.2 Gender diﬀerences and decision making
Gender, as an individual characteristic, inﬂuences
private, as well as business decisions. It is generally
accepted that from birth, men and women are treated diﬀerently despite the fact that they are equal in
their ability with regard to learning, memorizing,

reasoning, creativity, and intelligence. Psychological theories emphasize the diﬀerences in attitude
and values among men and women, which in turn
reﬂects on their cognitive processes.
The main ﬁndings are seen in the following: women
are more aﬀected by the environment; they look for
more information, and dedicate more time to the
decision process (Gill et al., 1987, cited in: Sanz de
Acedo et al., 2007: 384), while men are more dominant, assertive, objective and realistic (Wood, 1990,
cited in: Sanz de Acedo et al., 2007: 384). There is
also a prevalent view in the literature that women,
when making decisions, are much more inﬂuenced
by emotions, compared to men whose decision
making is largely based on objective facts. Considering the fact that the number of women in leadership positions is increasing from year to year, it
is useful to identify how and in what manner they
diﬀer from men during the decision making process. Women are generally thought to be more intuitive and empathetic compared to men who are
seen as analytical and logic problem solvers (Riaz
et al., 2010: 43). Considering mentioned diﬀerences
in gender regarding attitudes, values and expected
behaviour, the second research hypothesis will be:
H2. Women are more oriented toward the intuitive
decision making approach and men toward the rational decision making approach.

2.3 Education and decision making
Education is viewed as an indicator of the executives’ knowledge, cognitive orientation and skill base
(Hambrick and Mason, 1984). Wiersema and Bantel
(1992: 7) explained that the level of education reﬂects
individual knowledge, skills and abilities. They have
noted that a high level of education is associated with
a greater information processing capacity, a higher
degree of tolerance for ambiguity, innovation, and
propensity for making changes in corporate strategy. That the level of education is associated with
the characteristics of the strategic decision making
process, was conﬁrmed in studies by Hitt and Tyler
(1991), Bantel (1993), Brouthers et al. (2000), Goll
and Rasheed (2005), and Papadakis (2006).
Papadakis (2006) concluded that the level of education was highly related to formal co-ordination
devices, but showed a moderate relationship with
the degree of rationality. Further, Goll and Rasheed
(2005) showed a signiﬁcant positive relationship
between the education level and rational decision
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making. Education in general and professional
management education in particular, emphasizes
application of analytical techniques to decisionmaking, compared to the more risk-prone idiosyncratic judgments of ‘self-made’ executives (Goll and
Rasheed, 2005: 1005). Drawing on these research
conclusions, it is possible to articulate the third hypothesis which states:

approach and negatively to the intuitive decision
making approach.

2.5 The decision making approach

Tenure has been reported to inﬂuence organizational processes and outcomes (Papadakis, 2006).
The length of tenure of strategic managers within
a company is expected to inﬂuence organizational
processes and choices. Goll and Rasheed (2005:
1004) pointed out that it is argued that long-tenured managers may be disposed to strategic inertia
(Hambrick and Mason, 1984), greater resistance to
change in strategic direction (Wiersema and Bantel, 1992), insulation and narrowing of perspective
(Pfeﬀer, 1983), less receptivity to innovation (Bantel
and Jackson, 1989) and an increased commitment
to the status quo (Michel and Hambrick, 1992).
These researchers agree that tenure can lead to the
managers’ limited perspective, which in turn can
inﬂuence their limited knowledge, which ﬁnally
can end with limited information search and limited choices. Tenure transforms outsiders into participating and eﬀective organizational members by
allowing them, through observation and modelling,
to understand and assimilate the policies and processes of their organization (Feldman, 1981, cited
in: Iaquinto and Fredrickson, 1997: 67).

After Simon, a large number of researchers (mainly
psychologists) noted the existence of two basic,
fundamentally diﬀerent, but interactive types of
information processing systems by which an individual processes information in the decision making process: a rational system and an emotional
(experiential) system (e.g., Epstein et al., 1992;
1994; Sloman, 1996; Denes-Raj and Epstein, 1994;
Gollwitzer and Bayer, 1999). Adoption of the dual
processing approach is based on the notion of the
existence of two distinct types of information processing systems in human beings – one involves
the automatic and relatively eﬀortless processing
and learning of information (Stanovich and West,
2000), and the second enables individuals to learn
information deliberately, to develop ideas, and to
engage in analyses in an attentive manner (Dane
and Pratt, 2007: 25-36). Epstein, who developed a
cognitive experiential self-theory of personality
that speciﬁes two ways in which people process information, explains that the experiential system is
a crude system that automatically, rapidly, eﬀortlessly, and eﬃciently processes information (…). As
for the rational system, it is a deliberative, eﬀortful,
abstract system (…). It is capable of very high levels
of abstraction and long term delay of gratiﬁcation
(1994: 715). Kenneth Hammond (1996) also illustrates the distinctions between the intuitive and
analytic way of thinking and deﬁnes intuition by
contrasting it with analysis or logical thought. He
states that the ordinary meaning of intuition signiﬁes the opposite - a cognitive process that somehow
produces an answer, solution, or idea without the
use of a conscious, logically defensible step-by-step
process (Hammond, 1996: 60).

Papadakis, (2006: 376) explains that in the same vein,
Hambrick and Fukutomi (1991) argue that long-tenured strategic managers may show a very strong commitment to a paradigm, utilize very few and highly
ﬁltered sources of information and exhibit a moderately low and diminishing task interest, emphasizing
that at that point, his or her decision making will be
slower and based on highly distilled information. On
the basis of the above mentioned literature, a fourth
hypothesis was formulated:

Like Epstein, Hammond does not claim that people reason only in a dichotomous way, i.e., either
intuitively or analytically, but that they can exhibit
a range of cognitive processes that mix diﬀerent
levels or inputs of intuition and analysis (Hogarth,
2002: 7). He explains that an individual’s cognitive
activity can be described across a range of styles
that “can be ordered in relation to one another on
a continuum that is identiﬁed by intuitive cognition
at one pole and analytical cognition at the other”
(Hammond, 1996: 147).

H4: The average length of the decision makers’ tenure
is positively related to the rational decision making

Generally, understanding managerial decision making as a process structured from the activities of in-

H3: The education level of decision makers is positively related to the rational decision making approach and negatively to the intuitive decision making approach.

2.4 Tenure and decision making
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formation gathering, processing and assessment, in
the literature which deals with the issues of how decision making truly happens in organizations, two
basic decision making approaches could be identiﬁed: rational and intuitive. Rationality and intuition are two contrasting cognitive styles that reﬂect
distinctive ways of processing information (SadlerSmith, 2004: 155). These approaches, based on the
principles of main behavioural decision theories,
explain how decision making happens in an organization. The diﬀerences between them reﬂect the
diﬀerent behaviour of decision makers with regard
to their way of thinking, perception of the entire environment, understanding of diﬀerent internal and
external variables and their interactions, interpretation of events, undertaken activities during the
search for possible outcomes in order to achieve
deﬁned goals, etc. These two systems, according to
Denes-Raj and Epstein (1994), interact, but sometimes they also oppose expressing the struggle between feelings and thoughts. The degree of their
relative dominance in certain situations is determined by various parameters, including the eﬀects
of external and internal environment of enterprises,
individual diﬀerences in preferences of relying on
one of these two systems, the amount of experience
of similar situations, etc. (Anderson, 1982).
The question of whether eﬀective managerial action
is better served by ‘rational analyses’ or ‘creative
intuition’ has occupied researchers for many years
(Sadler-Smith and Shefy, 2004: 55). Generally, researchers have given preference to rational decision
making over intuitive. One of the basic assumptions
is that systematic and careful analysis yields choices
which are superior to those coming from intuitive
processes, but this assumption has recently come
under ﬁre, because advances in cognitive and artiﬁcial intelligence conﬁrmed that there is nothing
mystical or magical about intuitive processes (Simon, 1987). Moreover, researchers conﬁrmed that
intuitive processes evolve from long experience and
learning (Khatri and Ng, 2000) and that they consist
of the mass of facts, patterns, concepts, techniques,
abstractions, and generally what we call formal
knowledge or beliefs, which are impressed on our
minds (Simon, 1987).

3. Methodology
3.1 Objectives
This study attempts to contribute to the better understanding of the nature of managerial decision
making exploring the role and importance of top

manager’s demographic characteristics as well as
their inﬂuence on the process of making decisions.
The core objective of this paper is to examine the
role of individual demographic characteristics in
opting for the speciﬁc decision making approach by
managers at the strategic management level.

3.2 Design and Sample
A survey was conducted among Croatian publicly
traded companies. To collect primary data, a questionnaire was used as the main research instrument.
The unit of analysis was an organization, speciﬁcally the strategic decision making process. Since the
outcomes of strategic decisions are a function of the
people who are actually involved in making them,
the data for this study were collected from executives who were closely involved in making these decisions. In order to minimize distortion and memory problems, respondents were asked to determine
one or more speciﬁc successful strategic decisions
that have been made in the last 5 years. The following questions required answers in accordance to the
recalled decisions. Commitment to one (most important) decision among the aforementioned strategic decisions created the framework within which
managers answered all the questions about strategic decision making. The ﬁnal sample involves 86
companies that agreed to participate in the survey
which corresponds to a response rate of 38.74 per
cent.

3.3 Variable measurement
In this study the following variables were included:
A) two decision making approaches:
rational decision making approach;
intuitive decision making approach,
B) demographic decision makers’ characteristics:
age;
gender;
tenure;
educational level;
To measure the rational decision making approach
respondents were asked to report between a scale
of one (strongly disagree) to ﬁve (strongly agree) on
the extent to which the decision maker, when making strategic decisions, explicitly emphasizes the
following: (a) comprehensive and systematic search
for information, (b) extensive analysis of collected
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information, (c) usage of analytical techniques, (d)
thorough and careful consideration of activities in
the process of decision making and their monitoring through formal and written report (formalization of the process), (e) consideration of a number of alternatives, (f ) evaluation of alternatives in
terms of costs and beneﬁts.
Considering the intuitive decision making approach,
respondents were asked to report between a scale
of one (strongly disagree) to ﬁve (strongly agree) on
the extent to which decision makers, when making strategic decisions: a) rely on pure judgment in
making strategic decisions; b) place emphasis on
the past experience in making strategic decisions;
c) rely on gut-feeling in absence of needed information when making strategic decisions.
For variables age and gender, respondents were
asked to indicate them; tenure with company was
deﬁned as length of service in the same position
(in years); level of education was deﬁned on a ﬁvepoint scale (high school, associate degree, bachelor’s degree, master’s degree, doctoral degree).
The statistical processing of gathered data was
made on a PC using Excel and SPSS software for
data processing.

4. Results
Table 1 presents decision making approaches construct reliability measurements. The rational decision making approach scale included six items with
Chronbach’s alpha of 0.848, while the intuitive de-

cision making approach included three items with
Chronbach’s alpha of 0.784. Both scales are found
to satisfy the reliability criterion with Cronbach’s
alpha ranging from 0.7 to 0.9.
Table 1 Chronbach’s alpha coeﬃcients for decision making approaches
Chronbach’s
alpha
coeﬃcients

Construct

Number of
variables

Rational (analytical)
decision making
approach

.848

6

Intuitive decision
making approach

.784

3

Source: Research results

Table 2 presents the means, standard deviations and
correlations for all variables assessed in the study.
73.26 per cent of the respondents were male. The
lowest level of education among managers at the
strategic management level was an associate degree
(5.81%). The vast majority of managers have a bachelor’s degree (68.60%). Further, 22.1% have a master’s degree, while 3.49% have a doctoral degree. The
average age of respondents was between 46 and 55
years. The qualiﬁcation structure of employees was
at a satisfactory level. The respondents had an average of 4-5 years of experience in the current company in their current position.

Table 2 Means, standard deviations, and correlations between variables
Variables

Mean

SD

Gender

Education

Age

Tenure

Rational deci- Intuitive decision making
sion making
approach
approach

Gender

1.27

,445

1

Education

4.42

,939

-.018

1

Age

3.71

1,115

-.150

-.107

1

Tenure

3.41

1,162

-.145

-.147

.483**

1

Rational decision
making approach

3.48

,594

-.066

.265*

.185

-.076

1

Intuitive decision
making approach

3.29

,790

.005

-.287**

-.132

.071

-.664**

*. Correlation is signiﬁcant at the 0.05 level (2-tailed).
**. Correlation is signiﬁcant at the 0.01 level (2-tailed).
Source: Research results
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Table 3 shows the results of regressing the rational
decision making approach on top management demographic characteristics, and Table 4 shows the
results of regressing the intuitive decision making
approach on top management demographic characteristics. In the case when the rational decision
making approach was considered as a dependent
variable R² is 0.101 and it was signiﬁcant (p=0.013;
p≤0.05), and in case when the intuitive decision
making approach is considered as a dependent
variable R² is 0.080 and it is signiﬁcant (p=0.029;
p≤0.05), which means that the regression tests were
substantial. The results showed a signiﬁcant positive relationship between the rational decision making approach and two demographic characteristics,
as well as a signiﬁcant negative relationship between the intuitive decision making approach and
two demographic characteristics: age and education
(p≤0.05). Thus, H1 and H3 received support, meaning that the average age of the decision makers and
education level is positively related to the rational
decision making approach and negatively to the intuitive decision making approach.
Table 3 Regression results when regressing the rational decision making approach on top management characteristics
Independent
variables
Age
Tenure
Education level

Dependent variable
(standardised beta coeﬃcients)
2.517*
-1.573
2.582*

R²
F

0.101
3.391*

* p≤0.05
Source: Research results

Table 4 Regression results when regressing the intuitive decision making approach on top management characteristics
Independent
variables
Age
Tenure
Education level
R²
F
* p≤0.05
Source: Research results

Dependent variable
(standardised beta coeﬃcients)
-1.942*
1.150
-2.766*
0.080
2.860*

The H4 was rejected because the results showed
that the average length of tenure of the decision
makers was positively related to the intuitive decision making approach and negatively to the rational
decision making approach. The relationship was not
statistically signiﬁcant (p≥0.05).
Concerning gender and the decision makers’ attitude toward the decision making approach, diﬀerences in decision making approaches were found
due to gender. As seen from Table 5, men had a
greater tendency toward the rational decision making approach, while women were more oriented toward the intuitive decision making approach. These
results were in accordance with H2.
Table 5 Gender and decision making approach
Men

Women

Mean

Mean

Rational decision making approach

3.66

3.10

Intuitive decision making approach

3.10

3.73

Source: Research results

5. Conclusion
The current study was aimed at examining the role
of individual demographic characteristics in the decision making of top managers in Croatian publicly
traded companies. The results of the study supported the view that certain demographic characteristics inﬂuenced the decision making approach at the
strategic management level. It was found that the
education level, age and gender matter in decision
making, while tenure had no signiﬁcant inﬂuence.
In general, three out of four hypotheses were supported by the research results.
According to this research, individual characteristics do appear to be valuable for predicting which
decision making approach managers will follow
at the strategic management level and therefore
could be observed as antecedents (contingent factors) that have a signiﬁcant impact on the managerial decision making process and consequently its
results. In particular, age and education level are
positively related to the rational decision making
approach while tenure is not. Women are more
oriented toward the intuitive decision making approach compared to men.
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These results are in keeping with previous research.
Namely, as stated in the literature review, many researchers came to similar ﬁndings. Concerning age,
it was found that older managers are more oriented
toward the intuitive decision making approach compared to the younger ones who are more oriented
toward the rational decision making approach (e.g.
Kim and Hasher, 2005; Riaz et al., 2010; Wiersema
and Bantel, 1992, cited in: Goll and Rasheed, 2005,
Reed et al., 2008).
Concerning gender, previous research also conﬁrmed that women are more oriented toward the
intuitive decision making approach compared to
men (e.g. Sanz de Acedo et al., 2007; Riaz et al.,
2010).
Interestingly, results show that at the top management level, education and age matter more than
length of tenure. More educated and older managers lead their company into more rational decisions.
These ﬁndings were expected according to previous
research results from this ﬁeld (e.g. Papadakis, 2006;
Goll and Rasheed, 2005).
According to previous research, it was also expected that tenure is positively related to the rational
decision making approach. However, it seems not
to be the case here. If tenure is looked at through the
experience the managers have gained working in
the same organization and position for many years,
then the results are predictable. Namely, some researchers observed experienced people as more
likely to employ an intuitive decision making style.
Experience is one of the key factors that inﬂuence
the use of intuition in the decision making process,
because experienced people are able to directly recognize the best option in many delicate situations.
Decision makers in this research have a tendency to
behave in this way.

6. Limitations
When interpreting the results of this research, some
limitations need to be borne in mind. The results

400

are representative of these speciﬁc types of companies and are not generalizable to other countries. It
could be that the same research in smaller companies would bring diﬀerent results. The set of analysed demographic characteristics could be seen as
the second limitation. It might be that a diﬀerent set
of analysed demographic characteristics could produce diﬀerent and more interesting ﬁndings. Also,
a limitation is the way data were collected, because
the questionnaire was ﬁlled in by a single respondent where managers rated their own decision making approach. It might be interesting to see how
managers’ colleagues would rate them.

7. Implications
These ﬁndings may be important to companies
when implementing the process of recruitment and
selection of new leaders. It can be concluded that
their formal education and age leads to rational processes in their decision making. These ﬁndings also
could help top managers themselves to understand
the extent to which their own demographic characteristics inﬂuence their behaviour when making
strategic decisions.

8. Future research
The overall results presented in this paper provide
insight into the nature of strategic decision making in Croatian companies and indicate a need for
future research on this topic. The discussion about
individual characteristics is a fashionable topic
among researchers and it is expected that more and
more interesting research will be done in this ﬁeld.
It would be interesting to see how other contextual
factors inﬂuence the decision makers’ attitude toward decision approaches as well as their relationship with individual characteristics. Further eﬀorts
should also be made toward the analysis of other
individual characteristics, as well as toward the
analysis of their inﬂuence on other organizational
and environmental contextual factors.
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UTJECAJ DEMOGRAFSKIH OBILJEŽJA
STRATEŠKIH MENADŽERA NA PRISTUP ODLUČIVANJU
Sažetak
Poslovno okruženje u kojemu posluju današnja poduzeća zahtijevaju od menadžera da budu učinkovitiji
donositelji odluka – da su sposobni donositi odluke koje pozitivno utječu na ukupne poslovne izvedbe.
Upravo je zbog uloge koju menadžeri imaju u današnjemu poslovnom svijetu, u zadnjih desetak godina,
vidljiv rast broja istraživanja koja su usredotočena na odnos između individualnih karakteristika donositelja
odluke i menadžerskoga odlučivanja u svim njegovim aspektima. Cilj ovoga rada jest objasniti i raspraviti
kako pojedinci prave izbore i donose odluke analizirajući utjecaj između demografskih obilježja strateških
menadžera i pristupa kojeg slijede u odlučivanju. Rezultati pokazuju kako su demografska obilježja strateških menadžera dobar pokazatelj preferencije određenoga pristupa odlučivanja. Analizom je utvrđeno kako
je prosječna starost donositelja odluke i razina obrazovanja pozitivno povezana s racionalnim pristupom
odlučivanju, a negativno s intuitivnim pristupom. Godine radnoga staža na istoj funkciji, u istom poduzeću,
pozitivno su povezane s intuitivnim pristupom odlučivanju, ali ta veza nije statistički pokazatelj. Također,
pronađena je i razlika u pristupima odlučivanju s obzirom na spol. U svjetlu dobivenih rezultata, raspravljeni su njihovi doprinosi, ali i ograničenja provedenoga istraživanja te su predložene smjernice za buduća
istraživanja.
Ključne riječi: odlučivanje, vrhunski menadžment, demografska obilježja, pristup odlučivanju
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INNOVATIONS AS AN IMPORTANT
FACTOR INFLUENCING LABOUR
PRODUCTIVITY IN THE
MANUFACTURING INDUSTRY
Abstract
Economic science has long recognized labour productivity as an important factor of economic growth. In
the uncertain conditions of increasingly ﬁerce and complex competition, it becomes one of the key prerequisites for an adequate response to global challenges. The development of labour productivity has to
be observed as a multi-dimensional process including numerous interconnected quantitative and qualitative factors, in particular human factors and technological advancement realized through investments in
research and development (innovations). The analysis of labour productivity in the manufacturing industry
of the selected countries, Germany and China, is performed in the context of an important inﬂuential factor – innovations, and interdependently with the economic growth of the selected countries. The research
results and the conducted regression analyses indicate a superiority of German labour productivity in the
manufacturing industry, which is strongly aﬀected by considerable investments in research and development. However, the technological convergence of China as the upcoming power is increasingly important,
which shows that the gap in labour productivity is decreasing, making developed countries face new challenges posed by globalization. The analysis of the interdependence of economic growth (GDP) and labour
productivity in the manufacturing industry points to a positive link and the conclusion that the elasticity of
the GDP to changes in labour productivity is greater in China than in Germany.
Keywords: Labour productivity in the manufacturing industry, innovations, economic growth, Germany,
China

1. Introduction
The uncertain global surroundings of an ever
stronger and more complex competition puts the
topic of development, the position of a country
on the global market and social welfare into a new
context which points out with increasing intensity
the strategic imperative of labour productivity development. The main issue of economic survival
becomes: How to overcome the challenges brought
about by the global market? Factors important in

overcoming global challenges are a dynamic economy, successful implementation of new technologies,
eﬃcient organization, managerial skills, institutional ﬂexibility, human resources quality and, above all,
investments in knowledge and innovations. Without successful labour productivity, a country will
not have satisfactory growth on both the level of the
whole economy and that of individual economic activities, like the manufacturing industry that is the
topic of the present research. Historically, industrial
production marked the economic development of
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numerous countries, western and eastern, and its
importance is unquestionable today, especially in
the segment of modern complex industry based
on high-tech, because it is a production greatly
contributing to the creation of added value of the
economy and encouraging enterprise in other service activities.
The research includes two seemingly incomparable
countries, the Federal Republic of Germany and the
People’s Republic of China, which have a very different history, geography, development, economy
and culture. The answer to the question: Why these
two countries? has to be looked for in what they
have in common, i.e., a drive for economic success
and advancement that cannot be achieved without
developing labour productivity. The selected countries show the development and trend of labour
productivity in Europe and Asia, in traditionally
highly productive economically developed countries and fast growing developing countries, while
at the same time pointing to an ever more intense
global competition. What is more, the existing research shows that in the last two decades, the European Union has been lagging behind in the area of
labour productivity. An international comparison of
labour productivity can lead to the conclusion that
European Union countries, despite implemented
initiatives, still realize around 30% lower labour
productivity compared to the USA, which indicates
a necessity for further research (OECD, 2014). On
the other hand, the considerable economic development of China and a very high growth rate of Chinese labour productivity stimulate further research.
According to data of the Asian Productivity Organization (APO), in the period 2005 – 2011, Chinese
labour productivity grew at an annual growth rate
of 10.2% (APO, 2014).
This research wants to answer questions like: What
is the diﬀerence in the level of labour productivity in
the manufacturing industry between economically
developed Germany and the fast growing developing
country of China? What is the interdependence of investment in research and development (innovations)
and the realized labour productivity? What is the
interdependence of trend dynamics of labour productivity and the economic growth of the selected
countries?
The structure of the paper includes an introduction
and a central part with the development of the paper
topic and a conclusion in the end. The ﬁrst part includes a review of literature and existing studies, de406

scribes the work hypotheses, the subject matter and
methods of research. The second part focuses on an
analysis of labour productivity in the manufacturing
industry of the selected countries observed in the
context of technological advancement and innovations as important factors for economic growth and
level of labour productivity. The empirical results of
the research are analysed with econometric models of the regression analysis to determine the interdependence between innovations (investment in
research and development) and labour productivity,
as well as that between labour productivity and the
economic growth (GDP). The paper ends with the
conclusion, i.e., an estimate of the validity of the formulated hypotheses.

2. Literature review
For years, labour productivity has been the topic
of numerous studies researching, measuring and
monitoring the development of productivity and
its factors of inﬂuence through diﬀerent periods
of time and in various regions. The growth of productivity is determined by numerous factors such
as improved work quality, increased employees’
capital equipment and an increase of eﬃciency in
combining production resources. The advancement
of technology and a higher level of skills and education of the workforce have determined the growth
of the total factor productivity at an average rate
that was a bit under 1.5% annually during the 20th
century (Samuelson, Nordhaus, 1992). In the long
run, labour productivity as a dynamic economic indicator reﬂecting the basic principles of economy
necessary for economic growth and social development proves to be the crucial factor of a country’s
development and reﬂects the trends of a series of
other economic indicators. If we observe the US
economy, as a global leader in the achieved level of
labour productivity, long-term trends in the 20th
century show an average annual growth of labour
productivity (measured as output per hour of work)
between 2% and 3% (McConnell, Brue, 1986). However, in the last three decades of the 20th century
labour productivity growth slowed down and was
considerably lower than the long-term and century
rate. All the measurements have shown a signiﬁcant
slowdown of the productivity growth: the 70s saw
an annual productivity growth rate of only 0.75%.
The 80s saw a modest increase in the productivity
growth, with the American productivity being from
1.2% to 1.5% annually, which is a consequence of the
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disappearance of factors that burdened the productivity growth rate, such as problems of stagﬂation,
a growth of investments in research and development, new technological innovations (computers,
robotics), better quality and a more experienced
workforce (McConnell, Brue, 1986).
Events in the economy and social changes marking the last two decades encourage further research
into labour productivity in both the western economies and the Asian countries.
As far as the western economies are concerned, if
we observe the economic indicators between the
USA and the EU, we can see a problem in the competitiveness of the European Union, which has been
lagging behind in the last two decades in the area
of labour productivity. Studies show that since 1995
there have been growing diﬀerences between Europe and the USA. The biggest diﬀerences are concentrated in the high technology of the industrial
sector, while the basic reason is to be found in the
adverse development of economic resources and
structural components of the measured productivity, manifested in insuﬃcient investment in higher
education and innovations (EC, European Economy, 2007). In the 90s, the average annual growth
rate of the American labour productivity was 1.62%,
while in the period from 1995 to 2012, the growth
rate was 1.8% a year (OECD, 2014). The labour productivity of developed European economies (EA17)
grew at an average rate of 0.8% in the period from
1995 to 2012, which indicates that it is lagging behind the labour productivity in the USA. Furthermore, in the period from 2007 to 2009, the growth
rate of the European labour productivity, under the
inﬂuence of the global economic crisis, was negative
(-1.5%), after which it recovered with a growth rate
of 1.2% (2009-2012). The long-term labour productivity growth rate of the German economy, the most
important economy in Europe, is 1.5% annually
(1970-2012). In the period from 1970 to 1995, the
growth rates were ranging from 1.2% to 2.6% after
which growth signiﬁcantly decreased to an annual
0.8% (1995-2012), in particular in the period 20072009, when the growth rate was negative (-2.7%).
In the period 2009-2012, there was a growth rate
of 1.6% (OECD, 2014). Within EU27 in 2011, according to Eurostat information, the highest labour
productivity (GDP per work hour) is registered in
Luxembourg, Denmark and Ireland, while Germany
is in 8th place. If we observe the GDP per employee,
the European countries (EA17) have a weaker la-

bour productivity than the USA, the global leader
in productivity, by more than 30% (OECD, 2014). In
Germany, the real GDP per work hour is 42.4 EUR
and the average annual growth rate in the period
from 1991-2012 is 1.5% (Eurostat, 2013).
On the other hand, the major economic boom of
China in the last three decades has inspired a whole
series of economic analyses aiming at determining
the source of such a quick growth. The research
done so far indicates that from the mid-70s the
Chinese economy has been marked by a relocation of economic resources, especially from work
in agriculture into other areas of activity, mainly
industry, as well as by an increase in investments.
According to research done by the World Bank,
the average annual labour productivity growth in
China, for the period from 1999 to 2008 was 7.3%
(World Bank, 2016), which puts China among the
countries with the highest average annual growth.
Single economic analyses state that the main reason
for the economic success of China is the signiﬁcant
increase of the total factor productivity (TFP) and
labour productivity in the non-state and non-agricultural sector (Brandt, Zhu, 2010). In China’s case,
research shows that the increase of productivity can
explain the growth of the economy by more than
42% (for the period 1997-2004) and that productivity has surpassed the investments and capital accumulation already in the beginning of the 90s, as the
most important source of growth (Hu, Khan, 1996).
Therefore, the Chinese economic development is
not only the result of signiﬁcant capital investment
but also of higher productivity and the transfer of
existing acknowledged technologies, knowledge
and ideas. Such research indicates the need for further analyses in order to identify the main sources
of economic growth. Chinese labour productivity
has had a long-term growth at an extremely high
average rate of an annual 8.2% (1970-2012) and
8.9% in the period 1995-2012. The highest growth
rate was realized in the period 2001-2007, namely
10.6% (OECD, 2014). According to data from the
Asian Productivity Organization (APO), the whole
Chinese economy has registered an average annual
growth in labour productivity of 9.1% in the last two
decades (1990-2010). The most signiﬁcant growth
in labour productivity was realized in the period
from 2005 to 2011 when it amounted to 10.2% and
reached the sum of 13.500 USD (9.700 EUR) of the
GDP per employee. Although progress is evident,
Chinese labour productivity in 2011 still represents
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only 14.5% of the level of labour productivity in the
USA, that is 17.2% of the level in EU15 (APO, 2014).
A high heterogeneity in the economic development
of individual Chinese regions reﬂects in the trends
of their labour productivity. The highest labour productivity is realized in the area of municipal cities
(Beijing, Chongqing, Shanghai, Tijanjin). Labour
productivity in eastern and central regions is lower
by 65% to 70%, while the western part of China is
the least developed, with up to 80% lower labour
productivity (Su, Heshmati, 2011).
If we observe the level of labour productivity as real
GDP per employed person, it is as follows:
•
USA: 99,346 USD (2011), 100,556 USD (2012),
•
EA 17: 68,166 USD (2011), 68,119 USD
(2012): 67.8% compared to USA,
•
Germany: 68,814 USD (2011), 68,529 USD
(2012): 68.2% compared to USA,
•
China: 13,093 USD (2011), 14,058 USD
(2012): 14.0% of USA, 20.5% of German productivity (OECD, 2014).
From all of the above we can say that the USA economy is the leading economy in the world according
to the level of labour productivity while Germany
has a 30.8% lower labour productivity. The Chinese economy, despite its fast development and
high growth rate, still accounts for only 14% of the
American and 20.5% of the German level of labour
productivity.
Research into labour productivity aiming solely
at the manufacturing industry is fairly rare in literature, which was an incentive for the scientiﬁc
analysis in this paper, where research is done for
two countries in which the processing industry has
had an important role in the development of their
economy.
The German Federal Bureau of Statistics publishes,
on a monthly basis, the oﬃcial index of labour productivity of the manufacturing industry, which is a
signiﬁcant indicator of the short-term business cycle. This index is used to measure monthly results
of the industrial sector and indicate the development of industrial production and the number of
people employed. The index represents the relation between the index of industrial production in
companies with more than 50 employees and the
established work volume. The work volume component, contributing to the creation of the production
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result, can be expressed as a number of people employed or as the number of performed work hours.
The highest increase in the labour productivity of
the manufacturing industry was realized in 2011
when it was 13.6% (according to results per number
of employed), that is 12.7% (according to the number of work hours) higher than in 2005. A decrease
compared to the year 2005 happened in 2009 and
was 6.1% or 0.4% in work hours (Destatis, 2014).
The labour productivity of the Chinese manufacturing industry grows at an average annual rate of 7%
(2000-2009) and contributes to the total labour productivity growth rate with 2.9 p.p. which accounts
for 31% of the total labour productivity growth
(APO, 2014). According to the existing research,
the labour productivity of the Chinese industrial
production, measured with the ratio of the added
value and the number of employees, is higher than
the labour productivity of the entire economy. For
example, in 2000 it was 6,160 EUR as opposed to
5,190 EUR (NBS China, 2014).

3. Work hypotheses and research methods
The subject matter of this paper is a comparative
analysis of the dynamics of labour productivity
trends in the manufacturing industry in the selected
countries in the context of investment in research
and development as important factors and the context of their interdependence with the economic
growth indicators (GDP). The selected countries
are:
• Federal Republic of Germany, representative
of the West and the economic leader in the
European Union,
•
People’s Republic of China, increasingly important upcoming economic power from the
East.
Considering the subject matter of the research, the
following work hypotheses have been formulated:
Fundamental work hypothesis:
Labour productivity performances are interdependent with economic growth and deﬁne the future economic perspective of the country. Success
on the global market can only be achieved by dynamic economies with a clear initiative to increase
labour productivity and make eﬀective investments
in knowledge and innovations.
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The following additional hypotheses are used in the
paper:
•
The German economy is one of the most
successful economies in the world, meaning
there is a high level of investment in research
and development (innovations) resulting in
greater technological complexity of production and reﬂecting on higher labour productivity.
•
Owing to an intense development of the manufacturing industry, in the last three decades
China has had a fast economic growth that
would not have been possible without an increase in labour productivity.
The following methods were used because of the
logical conception of the paper, starting from the
description of key terms and determinants in the
paper presented with the method of description
and classiﬁcation. The comparative analysis, i.e.,
the conducted international comparison, implies
the method of analysis and synthesis. Based on the
individual and particular information collected, we
arrive to general conclusions by way of the inductive method. The deductive method makes it possible to draw individual conclusions from the existing
general positions. Considering the subject matter of
the research, we use the mathematical – statistical
method (descriptive statistics method) to calculate
the level of labour productivity on the basis of data
available from the national bureaus of statistics.
The empirical results obtained with the research
are analysed by way of the quantitative econometric
methods of regression analysis, within which there
is a speciﬁcation of the econometric model of interdependence between the key factors. Based on
the research results obtained through the method of
proving or disproving we determine the accuracy of
the formulated work hypotheses.

4. The scope and measures of the research
The research area of the paper is the manufacturing industry in the selected countries, structured
according to national classiﬁcations of economic
activities of the selected countries, based on the international classiﬁcation of activities of the United
Nations (ISIC), which on higher levels of data aggregation enables international comparisons1.
The research of the interdependence between the
aggregate labour productivity of the manufacturing industry and the economic growth (GDP) for

the selected countries covers the period from 1998
to 2011, since there are available empirical data for
both countries for the given period. The analysis is
performed on the basis of oﬃcial data from national bureaus of statistics in the selected countries2,
mostly data from structural business statistics (SBS)
within which the value of production (output measure) is divided in single expenditure components,
enabling a better quality analysis of labour productivity. The data of the structural business statistics
are oﬃcially published with a delay of 18 months so
that the data for the year 2011 (for Germany) were
published in June 2013. Considering the availability of information, the years 2012 and 2013 were
at times included in the analysis of German labour
productivity, while similar data were not available
for China.
Considering data availability, the research includes
the following:
For Germany, the data are relative to, for the period:
• 1998-2003, all companies (WZ 1993),
• 2004-2007, all companies (WZ 2003→NACE
Rev.1),
• 2008-2011, companies with 20 and more employees (WZ 2008→NACE Rev.2).
For China, the data are relative to companies with
an annual income from basic activity above the determined boundary which, for the period:
•
1998-2010 amounts to 5 million yuans –
556,000.00 EUR,
•
2011, the boundary is 20 million yuans – 2.2
million EUR (GB/T4754-2002→ISIC Rev.4).
Considering the availability of information, this paper considers labour productivity as a ratio of the
gross value of manufacturing industry production
and the number of employees taking part in the
production, which is expressed as follows:

The gross value of production represents the market value of all produced goods intended either for
direct consumption or further production, as opposed to the value added which represents the difference between the gross value of production and
the interphase production. Interphase production
marks the value of products and services that are
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transformed, used and consumed in the production
process (the so-called intermediate goods). If we
observe the interrelation between the gross value
of production and the gross value added (GVA) of
the manufacturing industry, we can conclude that
the GVA accounts for only 27% of the gross value
of production (Germany; 2011), i.e. 26.6% (China;
2007). In that context, we can also observe the obtained empirical data on the absolute level of the
realized labour productivity. However, if relative
values are observed, the conclusions on its trend
dynamics are identical.
Furthermore, in order to make the international
comparison possible, the used data needs to be harmonized since each country expresses the values in
its own national currency and has its own national
classiﬁcation according to which it sorts out its statistical data. The conversion of the Chinese yuan
into the euro was made according to the average
annual exchange rate published by the ECB (EURCNY). The value information used in the paper is
expressed in constant prices. Current values are deﬂated by the GDP implicit deﬂator3.

5. Empirical results of the research
5.1 Comparative analysis of labour productivity
in the manufacturing industry
The comparison between Germany and China in
terms of the realized absolute level of labour productivity in the aggregate manufacturing industry
(1998-2011) and the average annual growth rate, as
shown in Figures (1, 2 and 3), shows as follows:
•
an outstanding superiority and high level of
the German labour productivity compared to
the Chinese. For example, in 2011 Germany
realized 307,202.47 EUR of production value
per employed person, which is 79.8% more
than in China,

fast recovery, after which there was again a
slight fall,
•
the average German annual labour productivity in the manufacturing industry growth rate
is 2.5%,
•
the average Chinese annual labour productivity in the manufacturing industry growth rate
is 5.9%,
•
the Chinese manufacturing industry is
marked by progress and an above average labour productivity growth which ranges from
4.5% to 17% in the period 2006-2011, representing an exceptional success and enabling
the decrease of the gap. For example, in 1998
Chinese labour productivity was 10.0% of the
German labour productivity while in 2011 it
was 20.2% (Figure 2)
•
the trend dynamics of Chinese labour productivity in 2003 shows a considerable decrease
in labour productivity (-36.2%), which is a
consequence of a felt increase of the number
of workers employed in the manufacturing
industry (from 29 to 48 million people; +68%
growth), which reﬂects on a visible decrease
in labour productivity in 2003. The increase
of the number of workers in the Chinese
manufacturing industry is a consequence of
huge workforce migrations from rural to urban areas, with about 45% of migrant workers ﬁnding employment in the manufacturing
industry (CLB, China Labour bulletin, 2012),
•
despite China’s huge progress and positive
trends, the level of the realized labour productivity is still way under the German level.
The research results indicate some positive
movements in keeping with the Chinese economic growth and require a more exhaustive
scientiﬁc research.

•
the considerable decrease of German labour
productivity in 2009 and 2010, which indicates an inﬂuence of a slowdown in economic
activities in 2009 due to the global economic
crisis which decreased the production values
and the number of the employed and consequently also the labour productivity which
went down by 16.8%,
•
a remarkable German recovery in 2010
(13.2% growth) indicating its capability for
410
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Figure 1 Trend dynamics of labour productivity in the manufacturing industry

Source: Authors’ research and calculation on the basis of data: Destatis, NBS China (2015)

Figure 2 Comparison of labour productivity in the manufacturing industry

Source: Authors’ research and calculation on the basis of data: Destatis, NBS China (2015)
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Figure 3 Interrelationship of labour productivity in the manufacturing industry of Germany and
China (1998-2011)

Source: Authors’ research and calculation on the basis of data Destatis, NBS China (2014)

5.2 Innovations: Important factor of inﬂuence
on labour productivity in the manufacturing
industry
The development of eﬃcient technologies and
the information and communication technology
(ICT) enables a better technological equipping of
the work process with better, more modern and
more sophisticated work tools. The technological
advancement is made possible by investments in
long-term property (ﬁxed capital), direct foreign
investments (they were very important in the development of China: in 2011 they were 90.2 billion
EUR; 1.59% of the Chinese GDP) and investment in
research and innovation (Table 1). Inventions and
innovations, discoveries and a continuous process
of quality development are the basis of a dynamic
development of labour productivity in economy
and sustainable development. The achievement
of economic growth in conditions of globalization
is not possible without creating optimal conditions for scientiﬁc research and without increasing investments in research and development,
which is one of the goals of the Strategy “Europe
2020” (Eurostat, 2014). In the last couple of years,
the budget for research and development was increased in Germany from 2.54% of the GDP (2006)
to 2.82% (2010) and 2.91% (2011), i.e. from 58.8
billion EUR to 75.5 billion EUR, closing up on the
European goal of 3% of the GDP (Destatis 2014).
Table 1 shows that the greatest portion of the expense is taken up by the business sector (68.1%)
412

which in 2012 invested 53,8 billion EUR or 1.98%
of the GDP. By observing the structure of the expense for research and development (2012) we can
see that the German business sector invested no
less than 86.1% (46.3 billion EUR) of the total expense in the manufacturing industry. This reﬂects
in an increase of eﬃciency and labour productivity
in the manufacturing industry, especially in areas
of high-tech that are crucial for development, as
deﬁned by the European Commission, like nanotechnology, biotechnology, materials science and
engineering, ICT, optical and production technologies. The average annual growth rate of investments in research and development of the German manufacturing industry is 2.8% (1998-2012),
with most investments in production of high and
mid-high level of technology: production of motor
vehicles (36.8%), computer production, electronic
and optical products (14.9%) and the production
of machinery (11.4%). Considering the importance
of innovations, which are especially important in
the German economy, this paper wants to establish the impact of investments in research and development of the manufacturing industry on the
labour productivity trends.
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Table 1 Expense for research and development (Germany, China, 2011-2012)
Mil. EUR

Germany

Expenses for research and development
TOTAL

China

2011
75,500

2012/2011

2012

2012

78,954

2011
96,565

(+4.6%)

100%

53,790

68.1%

2012

2012

127,059
(+31.6%)

100%

71,372

94,076

74.0%

Expense sources:
Business sector

51,077

State sector and non-proﬁt organizations

10,974

11,341

14.4%

20,931

27,407

21.6%

Higher education and other

13,499

13,824

17.5%

4,262

5,576

4.4%

1.98%

Share in the GDP

2.91%

2.96%

1.84%

Manufacturing industry

43,733

46,333

63,276

85.6%

86.1%

65.5%

Share
Source: Destatis (2014), NBS China (2014)

China has also increased investments in research
and development over the last years so that it has
become an important innovator with more patents
on an annual basis than any other country in the
world (2011: 1,633,347). Expenses for research and
development (2011) make up for 1.84% of the Chinese GDP (96.6 billion EUR) closing up on the Chinese goal: 2.2% GDP. Their average annual growth
rate is 21.2% (2007-2011). A considerable increase
of investments (31.6%) is realized in 2012, meaning that China keeps converging toward the developed western countries in terms of innovations. In
the expense structure, the most comes from business funds of companies (74%) and the 83% of the
total ﬁnances are directed towards development
research whose result is the creation of an original
product prototype. Investment activities focused on
new discoveries (products, technologies, processes)
or the improvement of the existing lead to an increased capability in building Chinese innovations,
resulting in a growth of labour productivity and the
exports of high-tech products. Out of the total expense for research and development (1.2% of the
GDP) 65.5% goes to the manufacturing industry.

5.3 Interdependence of investment in research
and development and labour productivity in
the manufacturing industry in Germany
Innovations can be qualiﬁed on the basis of the
amount of the expense for research and development. Considering the German achievements regarding the realized labour productivity in the
manufacturing industry and the considerable investments in research and development, this part of
the paper aims at establishing the interdependence
of labour productivity and expenses for research
and development on the example of the German
manufacturing industry.
The research covers the period between 1998 and
2012. The data on the amount of the expense were
taken over from the statistical bulletins of the German Federal Bureau of Statistics for diﬀerent years,
while the data on the amount of the labour productivity are empirical (authors’ calculation) and are
described in the previous chapters. The variables in
the regression analysis are shown in Table 2.

Table 2 Regression analysis variables
T=15 observations
Time series: 1998-2012

Absolute amount

Labour productivity in the German manufacturing industry
based on the gross value of production (constant prices)

Dependent variable y

lny

Independent variable x

lnx

Expense of the business sector for research and development in the manufacturing industry (constant prices)

Relative amount
(logarithm )

Source: Authors’ interpretation
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The interdependence of the selected variables is established on the basis of a simple regression analysis
using the method of least squares (OLS or LS method). A simple linear regression model expresses the
stochastic linear connection between the dependent variable y and the independent variable x, which
can formally be described as follows:

The coeﬃcient b1 shows that an increase of investments in research and development by 1% leads to
an increase of labour productivity in the manufacturing industry by 0.79%. Tests of credibility of the
obtained results are shown in Table 3.
Table 3 Statistical tests

 ݕൌ ݂ሺݔሻ  ߝሺʹሻ

Level of reliability 95%

݂ሺݔሻ ൌ ߚ  ߚଵ ݔሺ͵ሻ

Level of importance 5%
Coeﬃcient b1= 0.79

where f(x) is the linear function of the variable x, β0
and β1 are unknown parameters and  is the casual
variable giving the model its stochastic character.
Since the economic relationships are best explained
by way of relative changes, for the needs of this research, the absolute values of labour productivity
in the manufacturing industry and the expense for
research and development are logarithmized on the
basis of the natural logarithm. In that way we obtain the following speciﬁcation of the econometric
model:

݈݊ ݕൌ ݈݊ߚ  ߚଵ ݈݊ ݔ ߝሺͶሻ

t-value: 4.199

0.001

0.58

AUTOCORRELATION
TESTS
LM
Durbin-Watson
Ljung-Box Q‘
Alternative statistic
RESIDUAL
DISTRIBUTION
NORMALITY
HETEROSKEDASTICITY

in which the parameter β1 represents the partial coeﬃcient of elasticity of the variable y in relation to
the change of the variable x, that is:

ߚଵ ൌ

Determination
coeﬃcient R2

pvalue

LMF: 0.723341

0.41

DW: 1.591463

0.16

0.709496

0.40

TR^2 = 0.852772

0.36

t-statistics:
2.32179

0.31

LM: 1.36009

0.24

0.053587

0.95

White`s test
ERROR SPECIFICATION
(Ramsey`s RESET)

Source: Authors’ interpretation based on the application
of Gretl software

߲݈݊ݕ
߲ݔ ݕ
ൌ    כሺͷሻ
߲݈݊ݔ
߲ݕ ݔ

The coeﬃcient of elasticity shows the percentage by
which variable y is going to change in case variable
x increases by 1%.

5.4 Interdependence of labour productivity in
the manufacturing industry and economic
growth

The research resulted in the following econometric
model:

The regression analysis is performed in an attempt
to establish the interdependence of labour productivity in the manufacturing industry and the economic growth of the selected countries with the aim
of testing the basic work hypothesis saying that the
performances of labour productivity determine the
future economic perspective of the country.

݈݊ ݕൌ ͵Ǥͻ  ͲǤͻ݈݊ݔሺሻ
ሺͳǤͻͳሻሺͶǤͳͻͻሻ
from which, at a level of statistical probability of
5%, we can conclude that there is a positive link
between investment in research and development
(innovations) and labour productivity in the manufacturing industry, and that labour productivity
is relatively elastic to changes of investments in innovations.
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The variable used most often as a sign of the economic growth is the GDP. It is therefore also used in
this research and represents the dependent variable.
The data on the level of labour productivity in the
manufacturing industry are established empirically
in this research and represent the independent variable (Table 4).
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Table 4 Regression analysis variables
Variable T=14
observations
Time series:
1998-2011

Growth
rates

China

Relative
amount
(logarithm)

Dependent
variable y

GDP, constant
prices
Germany

Absolute
amount

yg

1.06%

yc

7.44%

On the basis of the exposed data we can determine
the following econometric model:
lnyg
lnyc

Independent
variable x

Labour productivity in the
manufacturing
industry based
on the gross
value of production, constant
prices
Germany

2.53%

xg

lnxg

China

5.95%

xc

lnxc

Source: Authors’ interpretation based on the application
of Gretl software

The interdependence of the selected variables is established using the methodology described in the
previous chapter, on the basis of a simple regression
analysis using the least square method (OLS or LS
method) and the speciﬁcation of the logarithmic
econometric model through which we determine
the partial coeﬃcient of elasticity of the variable y
in relation to the change of variable x, that is:

ߚଵ ൌ

the dummy variable of observance with a value of 1
in the years of recession and 0 in the years without
recession. Since it can be assumed that the regression direction changes its inclination in the recession years (2008, 2009 and 2010), the dummy variable is multiplied by the independent variable (lnxg)
and is represented as D.

߲݈݊ݕ
߲ݔ ݕ
ൌ    כሺሻ
߲݈݊ݔ
߲ݕ ݔ

The coeﬃcient of elasticity in this case shows to
what percentage variable y is going to change (GDP
of the selected country) if variable x (labour productivity in the manufacturing industry of the selected
country) increases by 1%.
The interrelationship of the German GDP (lnyg)
and the labour productivity in the manufacturing industry (lnxg), expressed in logarithmic form,
shows the inﬂuence of the economic recession in
2009 and 2010 when there is a signiﬁcant decrease
of the GDP and labour productivity in the manufacturing industry, which needs to be included in the
regression analysis in order to determine a regular
econometric model.
The inﬂuence of recession on regression between
the selected variables enables the introduction of

݈݊ ݃ݕൌ ͵Ǥʹ  ͲǤ͵݈݊ ݃ݔ ͲǤͲͲͳ  ܦ
ሺͻǤͺሻሺͳ͵ǤሻሺʹǤሻ

from which, at a level of statistical importance of
5%, it can be concluded that there is a positive link
between labour productivity in the manufacturing
industry and the GDP. The coeﬃcient of elasticity b1 shows that in case the labour productivity of
the German manufacturing industry increases by
1%, the GDP shall increase by 0.36%. On the basis
of these data it can be concluded that the German
GDP is not that elastic to the change of labour productivity in the manufacturing industry.
The interdependence of the Chinese GDP (lnyc) and
the labour productivity in the manufacturing industry (lnxc), expressed in logarithmic form, shows
that after an uneven relationship in the beginning
of the 21st century (2000-2003), especially in years
2001 and 2002 (inﬂuence is shown through dummy
variables with a value of 1 in years 2001 and 2002,
and is represented as D), from the year 2005 on
there is a positive trend.
On the basis of the exposed data we can determine
the following econometric model:
݈݊ ܿݕൌ െ͵Ǥͳ  ͳǤͲ݈݊ ܿݔെ ͲǤͲʹ  ܦ
ሺെͶǤͷሻሺͳ͵ǤͷሻሺെͶǡሻ

from which, at a level of statistical importance of
5%, it can be concluded that there is a positive link
between labour productivity in the manufacturing
industry and the GDP and that the Chinese GDP
is elastic to changes in labour productivity in the
manufacturing industry. The coeﬃcient of elasticity
b1 shows that in case the labour productivity of the
manufacturing industry increases by 1%, the GDP
will increase by 1.07%. From all of the above it can
be concluded that in the Chinese economy there is
a stronger link between labour productivity in the
manufacturing industry and economic growth than
in Germany. The credibility tests of the conducted
analysis are shown in Table 5.
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Table 5 Statistical tests
Level of reliability 95%

Germany

Level of importance 5%

b1=0.36

p-value

t-value:13.6
Determination coeﬃcient R2

3.15e-08

0.95

China

p-value

b1= 1.07
t-value: 13.5

3.46e-08

0.94

Autocorrelation
LM (Lagrange multiplier)
Durbin-Watson

LMF: 0.449536

0.51

LMF: 0.338975

0.57

DW:1.490805

0.07

DW:2.19565

0.47

0.403005

0.52

0.474197

0.49

TR^2 = 0.6202276

0.44

TR^2 =0.459006

0.49

Chi-square (2):
1.33

0.51

Chi-square (2):
3.6847

0.15

LM=5.506563

0.24

1.08915

0.29

F = 0.583102

0.58

3.802383

F=0.06

Ljung-Box Q‘
Alternative statistic
Residual distribution normality

HETEROSKEDASTICITY
White`s test
ERROR SPECIFICATION (Ramsey`s RESET)

Source: Authors’ interpretation based on the application of Gretl software

6. Conclusions
Though mankind has, since the very ﬁrst form of society, been striving for the better, globalization has
created a whole new and more complex context for
the same issue, pointing out the interdependence
of innovations, labour productivity and economic
growth. In the uncertain conditions of a growing
and more complex competition, the advancement
of labour productivity becomes a crucial issue and
one of the key prerequisites of economic success on
both the level of the entire economy and the level
of single branches of economy like the manufacturing industry. The high-tech manufacturing industry
is becoming increasingly important for economic
growth, especially in the examples of the two selected countries.
In order to understand the development of labour
productivity in a country, we need to observe numerous quantitative and qualitative interconnected
factors among which a valuable role is played by the
human factor (investment into knowledge) and the
creation of optimal conditions for innovations (research and development), which is key for the functioning of any organization and society.
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The stated positions were conﬁrmed by the comparative analysis of labour productivity in the manufacturing industry of the selected countries in the
period 1998-2011.
The German economy is marked by a high level of
investment in research and development and the
labour productivity of the German manufacturing industry is 79.8% stronger than the Chinese,
growing at an annual rate of 2.53%. Investments
in research and development (innovations) are an
important factor of the trend dynamics of the German labour productivity, accounting for 2.96% of
the GDP, which makes Germany one of the leading
European countries. In the structure of investments
in research and development of the business sector, the manufacturing industry accounts for 86.1%,
enabling technological and organizational innovations and requiring a competent workforce, which
reﬂects on an increase in labour productivity. Using a regression analysis of the interdependence of
the total investment in research and development of
the German manufacturing industry and its labour
productivity, based on empirical data for the period
1998-2012, with the level of importance of 5%, we
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estimated the coeﬃcient of elasticity of labour productivity to changes in investment in research and
development. The research results show that there
is a positive interdependent link with a coeﬃcient
of elasticity of 0.79, meaning that in case the investments increase by 1%, labour productivity will increase by 0.79%.

labour productivity in the manufacturing industry
and that a growth of productivity contributes to
the Chinese economic development. In the German economy the mentioned coeﬃcient of elasticity is lower and amounts to 0.36 meaning that
a growth of labour productivity of 1% results in a
GDP growth of 0.36%.

Based on this research we can accept the additional
hypothesis that the German economy is one of the
most successful world economies and that it has a
high level of investment in research and development (innovations) which results in higher labour
productivity.

Developed countries have lower annual economic
growth rates, meaning that there is need for substantial investment in innovations in order to keep
the existing level of competitiveness. Developing
countries have high annual economic growth rates,
which means that a country grows more easily if it
is relatively poor in the start and if it uses the existing established technologies. The technological
convergence of the upcoming economic power of
China, which invests more and more in research
and development, is ever more important, leads
us to conclude that the technological superiority
of the West is decreasing. This conﬁrms the basic
work hypothesis that success on the global market
can only be achieved by dynamic economies with a
pronounced initiative for an increase of labour productivity and an eﬃcient investment in knowledge
and innovations.

The research results show that the Chinese economic take-oﬀ is accompanied by an above average
growth of labour productivity in the manufacturing
industry, growing at an annual rate of 5.95% (Constant prices). Since 2005, there has been a strong
increase of Chinese labour productivity (the average growth rate is 11.1%), which made it possible
to decrease the gap with Germany from the level of
11.3% of the German labour productivity to 20.2%.
The obtained results coincide with the existing research according to which the Chinese labour productivity is 20.5% of the German labour productivity and is growing at an average annual rate of 7%
to 10.2%, depending on the year observed. The example of the Chinese economic development shows
that connected and complementary technological,
social, educational and institutional changes, along
with an eﬃcient adjustment of economic policies as
well as a gradual liberalization and opening of the
economy can lead to an increase of labour productivity in the manufacturing industry, to long-term
economic growth and higher global competitiveness of the country.
With the regression analysis of the interdependence of labour productivity in the manufacturing
industry and the GDP, and the calculation of the
coeﬃcient of elasticity, we tried to estimate the inﬂuence of labour productivity in the manufacturing industry on the economic growth of the selected countries. On a level of statistical importance
of 5%, we can conclude that there is a positive link
between labour productivity in the manufacturing industry and the GDP. The interdependence is
more visible in the Chinese economy since the coeﬃcient of elasticity is 1.07, meaning that a growth
of labour productivity of 1% aﬀects the growth of
the GDP by 1.07%. On that basis, we can conclude
that the Chinese GDP is elastic to changes in the

This research indicates a positive interdependence
between innovations and labour productivity in
the manufacturing industry, meaning that the innovations are an important factor aﬀecting labour
productivity. Besides innovations, there are numerous other factors, like investment in knowledge and
education (human resources), whose inﬂuence on
productivity needs to be analysed further and might
be an incentive for future research. Starting from
the premise that industries with higher technological intensity also have a higher level of labour productivity, it is important to examine how the technological complexity of production aﬀects the trend
of movement of labour productivity. What is more,
besides aﬀecting economic growth, labour productivity also aﬀects the competitiveness of single countries. Future research has to be directed towards the
establishment of interdependence between labour
productivity and competitiveness of economy. New
research should encompass numerous countries
and regions in order to ﬁnd the answer to a question that is still open: Why do some countries develop faster and others more slowly? Do countries that
realize a higher level of labour productivity and invest more in research and development (innovations)
develop faster than other countries?
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ISIC Rev. 4 - International Standard Classiﬁcation of All Economic Activities, version 4., classiﬁcation of economic activities published by the United Nation Statistic Division
GB/T4754-2002 - Year 2002 Sectoral Classiﬁcation Scheme (GB/T4754-2002) – National classiﬁcation of activities of the PR China,
version 2002, harmonized with the ISIC classiﬁcation Rev. 4
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Source: World Bank national accounts data, 2016
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INOVACIJE KAO BITAN ČIMBENIK UTJECAJA
NA PROIZVODNOST RADA PRERAĐIVAČKE INDUSTRIJE
Sažetak
Ekonomska znanost već dugo prepoznaje proizvodnost rada kao značajnu odrednicu gospodarskoga rasta,
koja u neizvjesnom okruženju sve jače i složenije konkurencije postaje jedan od ključnih preduvjeta za
prevladavanje globalnih izazova. Razvoj proizvodnosti rada treba promatrati kao višedimenzionalni proces koji uključuje mnogobrojne međusobno povezane kvantitavne i kvalitativne čimbenike, s posebnim
naglaskom na ljudske čimbenike i tehnološki napredak, koji se ostvaruje ulaganjem u istraživanje i razvoj
(inovacije). Analiza proizvodnosti rada prerađivačke industrije odabranih zemalja: SR Njemačke i NR Kine,
provodi se u kontekstu bitnoga utjecajnog čimbenika - inovacija, te u međuzavisnosti s gospodarskim rastom odabranih zemalja. Rezultati istraživanja i provedene regresijske analize ukazuju na nadmoć njemačke
proizvodnosti rada prerađivačke industrije, na koju utječu znatna ulaganja u istraživanje i razvoj. Međutim,
tehnološka konvergencija nadolazeće sile NR Kine je sve značajnija, što označava da se i jaz u proizvodnosti rada smanjuje, suočavajući razvijene zemlje s novim izazovima globalizacije. Analiza međuzavisnosti
gospodarskoga rasta (BDP-a) i proizvodnosti rada prerađivačke industrije, ukazuje na pozitivnu poveznicu
i zaključak da je u NR Kini veća elastičnost BDP-a na promjenu proizvodnosti rada nego u SR Njemačkoj.
Ključne riječi: proizvodnost rada prerađivačke industrije, inovacije, gospodarski rast, SR Njemačka, NR
Kina
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CROATIAN HEALTH INSURANCE
FUND FROM 2000 TO 2014
Abstract
The goal of this research is to establish a connection and a mutual inﬂuence between the expenditure of funds
of the Croatian Health Insurance Fund in Croatia from 2000 to 2014, expenditure per levels of healthcare,
and the trend of services provided. This method uses the determination coeﬃcient. Despite the increased
spending of the CHIF in Croatia by as much as 80.6% (from 13.4 billion in 2001 to 24.2 billion in 2014), the
primary healthcare shares, as well as hospital and polyclinic healthcare shares, have been reduced in the same
time period. Contrary to that, expenses for medicaments are rising, as well as the expenses for the ‘other
expenses’ group. Primary healthcare (PH, Croatian: Primarna zdravstvena zaštita) has signiﬁcantly reduced
price per service. Hospital healthcare (HH, Croatian: Bolnička zdravstvena zaštita) has the same number of
hospitalizations, but their length has been signiﬁcantly reduced. In processing the public publication data of
the CHIF, the structure of data portrayed has been changing every few years so some data is impossible to
track continuously. It is also impossible to understand the reason for such an attitude. PH, HH, and polyclinic
advisory healthcare (PAH, Croatian: Poliklinička konzilijarna zdravstvena zaštita) are levels with the strongest
and most decisive inﬂuence on the quality of the healthcare system on the one hand, and they are showing a
strong negative trend in expenses with regard to medicaments and other expenses on the other hand.

Keywords: Financial indicators, Croatian Health Insurance Fund, population movement, healthcare services, prescriptions, price per service

1. Introduction
The healthcare system, as well as its quality and functioning, are of great interest in every country. The
question that is becoming more and more important

in healthcare management is how to ensure suﬃcient
funds for citizens’ healthcare and how to redistribute
said funds in order to use them in the best possible
way. Healthcare services and intervention claims are
ever growing and the funds and possibilities are lim-
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The way in which CHIF will ﬁnance healthcare primarily depends on the level of care and the kind of
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The data which give insight into the demographic
image of Croatia were processed in this study and a
trend analysis was performed in order to show the
movement of the population from 2000 to 2014.
Considering that more residents of Croatia die each
year than children are born (with a very clear continuation of the trend), negative natural movement is to
be expected, as well as a negative resident movement
(y=-825. ln(x)-8104, R²=0.144) (Figure 1).
Figure 1 The natural movement of the population
in Croatia from 2000 to 2014
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The largest portion of expenses for the CHIF (around
86%) is spent on paying for healthcare, which encompasses primary healthcare (PH), specialist-advisory and hospital healthcare (HH), medicaments
determined by the basic and supplementary list of
medicaments, dental tools, orthopedic tools, tertiary healthcare and foreign healthcare. Around 12%
of expenses are spent on monetary reimbursements
such as reimbursing for sick leave, reimbursing for
temporary inability, maternity leave, specializations
and trainees, reimbursing for injuries at work and
professional ailments, as well as reimbursing for the
transportation expenses for the purpose of realizing
mandatory healthcare. Around 2% of expenses are
made up of other expenses. The Healthcare Department supervises the legality of CHIF operations and
the State Revision Oﬃce supervises the ﬁnancial
management of CHIF4 (Kovač, 2013).

2. Results



The Croatian healthcare system is closest to the
Bismarck model of ﬁnancing healthcare, in which
every person employed pays a current rate of 15%
of their gross income to the CHIF, constituting 80%
of its income2 (Kovač, 2013). Aside from the mandatory insurance, CHIF also has supplementary, as
well as additional, insurance on a voluntary basis3.

The goals of this paper were to study the structure
and the means by which the CHIF funds were used
from 2000 to 2014, to study the population movement
trend and to compare it to the trends in ﬁnancing
healthcare; to determine the expenses and services
trend per levels of healthcare. This study is a crosssectional quantitative research using quantitative
data. Considering the fact that CHIF is a public institution, the data on its operations are publicly available and CHIF publishes them in the form of annual
reports. The material for this research is made up of
data from annual reports ranging from 2000 to 2014.
All annual reports are available on the CHIF website.
The data on annual changes in absolute values for the
number of residents in Croatia and expenses and services according to levels of healthcare were gathered
and processed from those annual reports. The T-test,
T-test trend analysis, and the determination coeﬃcient methods were used (Bowers, 2014).



The main role in organizing the healthcare system
is played by the Healthcare Department, which
plans healthcare, proposes laws, manages healthcare policies, and promotes health. The main role in
ﬁnancing healthcare is played by the CHIF which is
responsible for the rational investment of funds for
the purpose of enabling quality and eﬃcient service
to the insured as its mission1 (Kovač, 2013).

activity. PH is paid in a ﬂat fee according to the number of the insured, by way of a standard team and a
diagnostic-therapeutic procedure (DTP). Outpatient specialist-advisory healthcare is also paid by
way of DTP and according to the price of one day
of hospital treatment for stationary treatment, and
by way of DTP for specialist-advisory healthcare5.

1XPEHU LQWKRXVDQGV

ited. Financing healthcare is a great challenge and a
very contemporary issue. No country is able to fully
provide absolute availability of all the boons of modern medicine to citizens without rationing expenses
and rationalizing medical procedures. Population
aging, expensive medicinal technology and ever increasing patient expectations are only some of the
reasons of the rise in healthcare expenditure. The
development of the consumer society, changes in
habits, as well as behavior patterns are very apparent in the healthcare sector today. The crucial factor
in order for the healthcare system to function as a
whole is the management of the ﬁnancial system of
healthcare. Because Croatia is a social state and because of the tradition of this region, the government
and the CHIF have a key role. Taking funds into consideration, they must decide what is the optimal level
(where is the bottom line) of healthcare (Kovačić,
2003; Ostojić et al., 2012).

<HDUV
1DWXUDOPRYHPHQWLQ&URDWLD

Source: Authors’ research
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Expenses are one of the most frequent indicators of
the management of healthcare components, ranging from CHIF as the largest and most important
insurance agency in Croatia to health institutions
on all levels, public or private. Expenses are divided
into several groups, considering the possibility of
accurately tracking them in a 15 year time period.
The hospital (HH) and polyclinic-advisory healthcare (PAH) expenses are combined into one indicator because they had been observed separately up
to 2006, and the tracking method has been changed
afterwards, which made it impossible to separately
track them in oﬃcial CHIF publications (Figure 2).

The PH share in expenses (y=18.35x-0.10, R²=0.547,
t(12)=3.806, p=0.00125) and the PAH and HH share
(y=46.86x-0.05, R²=0.235, t(12)=1.919, p=0.039473)
have a signiﬁcantly negative trend in relation to total expenses. On the other hand, medicament expenses (y=15.50x0.080, R²=0.202) and other expenses
(y=20.07x0.094, R²=0.160) have a moderately rising trend.
Figure 3 The ﬁnancial share of selected levels of
insurance trend from 2000 to 2013
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Figure 2 The expenses trend for CHIF and levels of
healthcare (in HRK, Croatian national currency)
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The number of services is a very important indicator in healthcare (an even better one would be the
quality of the individual service, which is impossible
to estimate at this moment), especially when putting services on an individual level in relation to the
ﬁnancial indicators of that level.
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Source: Authors’ research

The share in the total expenses for individual levels of healthcare, along with the absolute expenses
trend, ﬁlls in the image of healthcare expenses (Figure 3). The HH and PAH expenses are also observed
together in this analysis.

The number of services in PH was rising up to 2006
and gradually falling afterwards, plunging in 2008
(Figure 4). Comparing absolute and relative expenses, two signiﬁcantly opposing trends have been
spotted in HH. Absolute expenses have an uprising
trend (2.736 billion kuna on average, y=2E+06x0.135,
R²=0.754, t(12)=6.064, p<0.001), while the relative expenses of HH are signiﬁcantly decreasing
in relation to the total expenses (25.6% on average,
y=18.35x-0.10, R²=0.547, t(12)=3.806, p=0.0013). On
the other hand, the number of services almost entirely follows the growth of expenses up to 2006
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Source: Authors’ research

The number of prescriptions issued in a year
(y=2E+07x0.277, R²=0.801, t(12)=6.949, p<0.001) and
the number of prescriptions per person insured in a
year (y=5.658x0.260, R²=0.773, t(12)=6.392, p<0.001)
show a signiﬁcantly rising trend. A very weak rising trend is shown by average annual prices per prescription (y=76.01x0.045, R²=0.059) (Figure 5).
Figure 5 The indicator of the medicament expenses trend
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From the data which can be tracked during the entire period under consideration, data on the number of hospitalizations and the number of days per
hospitalized patient is shown (Figure 7). 676,466
patients are hospitalized annually on average
(SD=±38201.9) and annual oscillations are slight
(y=67941x-0.00, R²=0.001). It is not possible to determine with certainty why there was a large drop in
the number of hospitalizations in 2010. In contrast,
the length of hospitalization, lasting for 10.6 days on
average during the period under consideration, has
a signiﬁcant negative trend (y=12.13x-0.07, R²=0.544,
t(12)=3.783, p<0.001). Expenses per hospitalized
patient, as well as the expenses per day of hospitalization, are impossible to track further than 2005.
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Figure 6 Services performed in PAH
1XPEHU LQPLOOLRQV

Figure 4 The number and value of HH services
from 2000 to 2013

During the period under consideration, it is not
possible to continually track the number of services
given the fact that since 2011, services performed
with PAH are no longer recorded, and have been replaced by the number of visits (Figure 6).



when it suddenly decreases, even though expenses
still keep their uprising trend (68.5 million on average, y=1E+08x-0.19, R²=0.284, t(12)=2.181, p=0.025).
The price per service in HH follows the rising expenses in HH only for the ﬁrst three years, with a
negative trend afterwards (y=43.93x-0.31, R²=0.538,
t(12)=3.738, p=0.0014).
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Figure 8 The sick leave trend in Croatia from
2000 to 2013
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Figure 7 The number and length of hospitalization trend from 2000 to 2013
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3. Discussion

Source: Authors’ research

Those insured by CHIF have the right to reimbursement for sick leave, with the expenses being
covered within their basic health insurance. Therefore, the sick leave trend is also an important indicator of ﬁnancial management (Figure 8). The total
number of sick leave days on an annual level in the
observed time period has a moderate rising trend
(y=1E+07x0.073, R²=0.185). Nevertheless, the trend
is showing a two-way course: the number of days
increases up to 2008 in order to show the almost
identical falling trend after that year. The number
of sick leave days remains the same at the start and
at the end of the observed time period (13.0 million days).
The rates of sick leave have a significant negative trend (y=3.902x-0.06, R²=0.246, t(12)=1.978,
p=0.0356), as well as the duration of sick leave
in days (y=30.62x-0.26, R²=0.831, t(12)=7.681,
p<0.001). The trend of the number of people
taking sick leave shows a negligible rising trend
(y=49811x0.006, R²=0.002). This will probably
change in the coming time period, most likely under the influence of the economic state and employment rates in Croatia.

Population aging is becoming a factor in many developed countries of the world, as well as those in
development. Within the 15-year time period from
2000 to 2014, the number of people deceased is several thousand more than the number of people born.
Therefore, the population growth is negative (Figure
1). Even though it is undeniable that the extension
of the life span is a great achievement in human history, it also represents a great challenge when taking
into consideration the major economic, social, and
political consequences (Song, Chen, 2015).
It is estimated that, by the year 2050, 21.1% of the
world’s population will be over 60 years old (Song,
Chen, 2015). Croatia is no exception. According to
data from 2007, the portion of people over 65 was
17%. The Croatian Bureau of Statistics predicts that
the number of people over 65 years of age in Croatia will rise to 29.4% in 50 years (by the year 2061),
which will signiﬁcantly inﬂuence the healthcare system6. Financing healthcare for the elderly is a continuous challenge in healthcare institutions all over
the world because they have a greater need for using
healthcare services, which is primarily connected
to chronic diseases. The increase in expenses rises
due to the increase in using hospital services, but
also because of the larger medicament expenditure
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by the elderly (Obadić, Smolić, 2008). Therefore, a
growth in the total expenses for healthcare, medicaments, and HH is expected.
Expenses, as an important indicator of CHIF operations, have a strong and very strong rising trend
(Figure 2). In the 15-year time period, the average
annual expenses amounted to 18.3 billion kuna.
The lowest annual expenses were 13.4 billion kuna
in 2001, and the highest were 24.2 billion kuna (almost double) in 2013. In 2013 80.6% more funds
were spent than in 2001. The 15-year trend of expenses is very strong and signiﬁcant, with the highest acceleration from 2007 to 2009 and from 2011
to 2013. Despite the reforms planned between 2006
and 2013, the primary goals of which were the ﬁnancial stabilization and rationalization, the trend
remained, which proves the ineﬃciency of the
reforms and points to a need for better planning.
Unfortunately, not enough data is available on the
reforms carried out in Croatian healthcare and the
estimates of their expenses are also unavailable. The
European Commission points to the problem of
strategic foundations of Croatian reforms (Džakula
et al., 2014). Equally highlighted is the fact that not
enough attention is being paid to the opinions of experts. Also, the reforms have been intertwined with
controversies and scandals, which have increased
the diﬃculty of their implementation (Džakula et
al., 2014).
The growth in expenses in healthcare is concerning
for the entire European Union. Expenses are growing and they are expected to continue growing. The
mild growth of the total population, a rise in the percentage of the elderly within the population, and the
development of medicinal science and technology
which will continue to demand further investments
are stated as the causes for this. It is questionable
whether the proﬁtability of these investments will
ever show. Therefore, it will be extremely important
to correctly estimate the expenses of healthcare in
the coming decades so that the healthcare system
can most adequately prepare for them with appropriate measures (Przywara, 2010).
Absolute expenses in PH show an index growth
of 21.7%, but the correct indicator is the relative
expense (share) with a signiﬁcantly negative trend
(Figure 3). In other words, PH has received less
and less funds, which is not acceptable considering that PH is the ﬁlter of the healthcare system.
Namely, research has shown beyond the shadow
of a doubt the favorable eﬀects of PH to health426

care indicators. Countries with a more developed
and better PH show increasing patient satisfaction,
fewer expenses per resident, fewer expenses for
medicaments, as well as better results of healthcare indicators such as children’s mortality, life
expectancy, children with low birth weight percentage and others (Keglević Vrcić, 2014). These
results suggest a greater need for investing into
PH. In the recovery from debt in the healthcare
system, hospitals always have the advantage. Every
minister, unfortunately, spends money more readily on the hospital system than investing into an
agreed minimum standard which must be met by
every PH oﬃce. That way, patients would no longer
unnecessarily have to go to polyclinics for tests and
observations which could and should be done by
PH physicians. The optimal ratio of doctors in PH
with regard to clinical specialists would be above
50%. However, in Croatia, that ratio is only about
30:70% (Keglević Vrcić, 2014).
Expenses for HH and PAH show a strong rising
trend with minimal expenses in 2010. This peak
for expenses in 2010 is shown as a consequence
of recovery from debt. The following reduction
of debt occurred in 2014, but there is no credible
data for that at the moment when this paper is being written. The increase in expenses between 2000
and 2013 was 32.3%. The increase of expenses for
HH and PAH tells us that more and more healthcare problems are being dealt with on that level of
health insurance, despite the notion that PH should
deal with 70-80% of the problems. This also shows
us an increasing number of referrals to PAH from
PH (Zrinščak, 2007), and it is also important to notice that according to publicly accessible data of the
CHIF from 2013, the number of referrals from PH to
specialists was 6,354,624. There have been 9,132,084
specialist-advisory examinations noted during that
same year7. A question of how there could be such
a diﬀerence is raised and how patients are reaching specialists if the role of the general practitioner
(also the primary physician within PH) is one of a
“gatekeeper” for the health insurance system. All of
this is increasing the diﬃculty of controlling the expenses of PAH and contributing to their increase.
However, the share of HH and PAH expenses in the
total expenses have a rising trend. Therefore, it is
obvious that neither PH, HH nor PAH are the main,
or the only, culprits for the increase of expenses
over income. Considering their importance in the
healthcare system, an expected growth of expenses
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in those sections of healthcare is visible, but it alone
cannot be the cause of the chronic crisis.
Expenses for medicaments, along with a strong and
continuous growth, end with a prominent growth
in 2013, an increase of 172.7% in relation to 2013. A
continuous growth of expenses for medicaments is
expected, considering the fact that the situation is
similar all over Europe (Ess et al., 2003). However, it
is important to notice a distinct jump in 2013. CHIF
and hospitals had not paid for medicaments for
over a year (some even more than two years), as it
is shown by the available public data. A sudden and
strong growth of total expenses for medicaments
is a consequence of a budget intervention as an attempt to cover debt owed to drugstores. It is important that expenses for medicaments in relation to
total expenses in healthcare show a rising trend and
it is probably one of the causes of the ﬁnancial crisis
of the healthcare system.
Other expenses have the most irregular growth.
They are made up of expenses for the employed,
material expenses, ﬁnancial expenses, expenses in
acquisition of non-ﬁnancial property and expenses
for paying oﬀ loans, and costs of recovery. Due to
annual variations, the trend strength is the least rising out of all the trends in other expenses groups.
The growth of expenses at the end of the time period taken into consideration is 118.2% higher than
in the year 2000. Therefore, the share of the other
expenses group is larger, as well as that of medicaments in the total ﬁnancial expenses during a 15year period, to the detriment of PH, HH, and PAH.
Therefore, the expenses for medicaments and other
expenses are the main causes of the ﬁnancial crisis in healthcare and their appearance should be
investigated, as well as the possibility of inﬂuencing them without disrupting the existing quality of
healthcare.
The number of services in healthcare is largest for
PH. From the start of the period taken into consideration, the number of services increased up
to 2006, after which it began to fall. In 2011 it was
half of what it was in 2006 (Figure 4). The fall in the
number of services since 2011 is a probable consequence of computerization. Namely, the fall in the
number of services in PH is evidence of the reducing quality of that section of healthcare that is being
more and more overrun with administrative work,
all to the detriment of the patients. The introduction of computerization has brought some bad con-

sequences, along with the good. Now patients can
speak to their doctor on the phone and renew their
prescriptions without a checkup, leading to a fall in
the number of services once again.
The value (price) of service in PH also shows a signiﬁcant negative trend (the fall in service value).
The value of service in 2013 is half of what it was
at the start of the time period taken into consideration. It is not possible to ﬁnd a reason for this, nor
is it possible to reach an explanation deduced from
these indicators. It is highly probable that CHIF has
negotiated lower prices with PH, but there is no
public document or decision concerning that, and
the contracts pertaining to it are conﬁdential. The
relative fall of the share of expenses in PH in relation to total expenses and the fall of the number and
prices of services in PH point directly to the everdecreasing eﬀect of PH and the falling prices of services determined exclusively by CHIF. This conclusion is directly related to a decreasing relative share
of PH expenses in the total expenses of healthcare.
Absolute expenses for medicaments have a strong
and signiﬁcant rising trend and relative expenses
for medicaments have a moderately rising trend.
The same strong rising trend follows the number
of prescriptions issued which has doubled in the
span of 15 years, as did the number of prescriptions
per person insured (Figure 5). Despite a signiﬁcant
rise in the expenses for medicaments, the number
of prescriptions issued, and the average number of
prescriptions per person insured, the average price
per prescription of 83.4 kuna shows a very weak
rising trend. This means that the number of prescriptions issued has grown signiﬁcantly faster than
the expenses, which hasn’t led to a rise in the price
per prescription in the observed time period. Another explanation for the moderate rising trend of
expenses for medicaments is artiﬁcially created because CHIF and healthcare institutions haven’t paid
their medicament bills or they have prolonged them
throughout a large time period. That could have
partially caused the creation of an almost set price
per prescription. This got corrected in 2013 with the
aforementioned recovery of debt when there was
a sudden and strong growth of total expenses for
medicaments, as well as the price per prescription
in 2013, in relation to the entire trend and 2012 in
particular. The absolute number of prescriptions in
2013 hasn’t grown signiﬁcantly, but almost double
that money was spent that year so the price per one
prescription has grown signiﬁcantly.
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It is not possible to track parameters in PH and during the issuing of prescriptions throughout PAH
and HH because the CHIF usually changes reports
and their structure after some time. Along those
lines, the way of showing expenses for PAH and HH
has changed since 2006. They were smaller several
times in comparison to what they were for PAH and
larger for HH. That is why they are shown on the
same Figure (Figure 3). Besides, since 2011, PAH no
longer shows the number of services but the number of visits, which is an important distinction, so
the price of the individual service cannot be determined. CHIF reports do not explain the reason for
such a changing way of portraying the same data so
the question of intentional breaks in the continuous
reporting of the public and peers is raised.
The number of services performed and the number
of services performed per number of the insured in
PAH have a signiﬁcant moderate rising trend (Figure 6). The number of visits, as well as the number
of visits in relation to the number of the insured,
has been tracked for only three years so there is no
point in interpreting it.
When processing HH, one must point out that since
2006, publicly available CHIF reports no longer allow the calculation of expenses for hospital treatment, expenses per patient and expenses per day,
given the fact that the way of portraying hospital
expenses changed that year. Since then, hospital expenses have been shown alongside PAH expenses
or some of them are being portrayed diﬀerently so
there is no deﬁnite possibility of establishing the
continuity of expenses. Again, the question is raised
as to whether there is an obvious intention by the
CHIF in such a manner of reporting.
Among the data possible to track during the entire
period are those of the number of hospitalizations
and the number of days spent per patient hospitalized (Figure 7). The number of hospitalizations grew
up to 2010 in order to insigniﬁcantly fall to 690 thousand hospitalizations in 2009 and then fall again by
10% in 2010, in relation to 2009. The number of hospitalizations returned to the expected value in 2011
and 2012. Based on this data alone, it is not possible to determine a reason for such an event. Other
healthcare indicators should be taken into consideration as well. This drop in the number of hospitalizations cannot be linked to known strikes of healthcare
personnel. For the whole 15-year period, the number
of hospitalizations has a barely visible falling trend.
Contrary to that, the duration of hospitalization has
428

had a very strong falling trend. The longest average
hospitalization (11.7 days) occurred in 2001, and the
shortest (9.3 days) in 2013, with the diﬀerence between them being 2.4 days. Considering the fact that
there is no data on the quality of healthcare services
in Croatia, nor are there standardized and regular
healthcare indicators, one cannot say with certainty
that longer hospitalization means higher quality i.e.
greater success of hospital interventions. Therefore,
it is not possible to conclude or assume that health
is worse or better. Whatever the case may be, the
parameters 1) number of hospitalizations per year
(which doesn’t change), 2) the duration of hospitalization and 3) the fall in the expenses share for PAH
and HH obviously lead to a quicker patient release.
It is also impossible to determine, given the data
available, whether shorter hospitalization is a consequence of rationalization in healthcare institutions.
If we would compare the duration of hospitalization
with similar countries (Slovenia, Hungary), but also
with other European countries, the data then shows
that Croatia still has a signiﬁcantly longer hospitalization period than those countries (Džakula et al.,
2014).
Sick leave days are one of the indicators of the usage
of healthcare, under the condition that this indicator
is truly an indicator of using that right due to illness
or invalidity (possible malpractice). Sick leave days
in the 15-year period have a two-way trend. The rising trend peaks in 2008 at 19.2 million days, which
is 47.7% more than in 2000. After that, it falls in
2013 to the same values of 2001 (Figure 8). However,
through the entire period, the trend of sick leave
days is moderately rising. A similar rising trend, only
very weak, is shown in the number of people on sick
leave as well. The rates of sick leave and their duration in days show a signiﬁcant falling trend. That
trend is moderate for sick leave rates and strongly
falling for the trend of sick leave duration. This can
hardly explain why sick leave days, as well as the
number of people taking sick leave, reach their peak
in 2007 and 2008 and then fall afterwards. It is highly
likely that the cause is using the instrument of sick
leave for other purposes. If it would be used for its
intended purpose, the health of citizens would deteriorate for the aforementioned time period, and then
suddenly improve. If that is the case, then the general practitioners have abused their authority. Similarly, the data showing that Croatia was ranked ﬁrst
out of 31 countries investigated in the 2005 research
regarding the number of days spent on sick leave in
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Europe is disastrous8. The reasons for the fall of the
number of sick leaves after 2008 can somewhat be
connected to the drop in the number of employees,
as well as to the publicly announced and performed
sick leave checks for CHIF employees.
The rates of sick leave and their duration in days
have a contrary trend, which is opposed to the days
of sick leave and the number of people taking it.
This begs the question of the validity of such data,
and the explanation of the calculation for the rates
of sick leave and the duration of sick leave in days is
not clearly written.
Considering the growth of healthcare needs and
high expectations, as well as limited ﬁnancial resources, the quality in the healthcare system is
necessary for it to succeed. Croatia, sadly, does
not have published data or indicators of healthcare
quality (Lazibat et al., 2007). The Croatian healthcare system has a tendency of increasing the level
of quality of healthcare services. The mandatory application of the healthcare system quality is being
introduced, alongside certiﬁed systems for managing quality ISO 9001:2008 (Žabica et al., 2014).
However, it is questionable to what extent they are
applied in practice. Considering the fact that indicators of healthcare quality are still lacking at the
moment when this paper is being written, it is hard
to even connect the money spent and the quality of
healthcare for the Croatian population.

4. Conclusion
Expenses in the healthcare system are an inevitable topic for every country. During the 15-year
time period ranging from 2000 to 2014, there have
been expenditure trends in Croatia which state the
need for the analysis and understanding of their
causes. However, they also provide an insight into
the healthcare system status in Croatia and oﬀer us
some instructions for the future. The ﬁnancial expenditure in the healthcare system has almost doubled in the aforementioned time period. However,
it is not possible to exactly determine whether the
expenditure is followed by an increase in population health in Croatia, as it is possible in some other
countries, because we only have health indicators
for certain ailments and/or conditions. The fact that
as much as 85% of CHIF income is made by income
from gross paychecks demands attention. Namely,
there is a very unfavorable ratio of residents paying
fees and those using health insurance (1:3). Given
the bad demographic picture, as well as the increasing emigration of young people from Croatia, there
is a justiﬁed fear for that ratio to worsen. Measures
of savings in healthcare are an extremely unpopular
topic. At the same time, the economy is not advancing. The question is what the alternatives are and
how we should keep the current standard of health
insurance.
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POKAZATELJI FINANCIJSKOGA POSLOVANJA
HRVATSKOGA ZAVODA ZA ZDRAVSTVENO
OSIGURANJE OD . DO . GODINE
Sažetak
Cilj je istraživanja utvrditi povezanost i međusobni utjecaj trendova potrošnje ﬁnancijskih sredstava Hrvatskoga zavoda za zdravstveno osiguranje (HZZO) u Republici Hrvatskoj u razdoblju od 2000. do 2014.
godine, potrošnju po razinama zdravstvene zaštite i trend pruženih usluga. U metodi je korišten koeﬁcijent
determinacije. Unatoč povećanim rashodima HZZO-a za pružanje zdravstvene zaštite u RH za 80,6% (od
13.4 milijarde u 2001. godini do 24.2 milijarde u 2014. godini), udjeli za primarnu zdravstvenu zaštitu, kao
i za bolničku (BZZ) i polikliničku zdravstvenu zaštitu (PKZZ) se smanjuju u istom vremenskom razdoblju.
Suprotno, rastu rashodi za lijekove i za grupu ostali rashodi. U PZZ-u snažno pojeftinjuje cijena po usluzi.
U BZZ-u broj hospitalizacija se ne mijenja, ali dužina hospitalizacije se znatno skraćuje. U obradi podataka
iz javnih publikacija HZZO-a svakih se nekoliko godina mijenja struktura prikazanih podataka pa je neke
podatke nemoguće kontinuirano pratiti te shvatiti razlog takvomu stavu. PZZ, BZZ i PKZZ su razine koje
imaju najjači i presudni učinak na kvalitetu zdravstvenoga sustava s jedne strane, a s druge strane pokazuju
snažni negativni trend u troškovima na račun rashoda za lijekove i ostale rashode u zdravstvu.
Ključne riječi: ﬁnancijski pokazatelji, Hrvatski zavod za zdravstveno osiguranje, kretanje stanovništva,
zdravstvene usluge, recepti, cijena po usluzi
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THE SIGNIFICANCE
OF INTERCULTURAL COMPETENCE IN
CROSS-CULTURAL COMMUNICATION
Abstract
The aim of this study is to explore the inﬂuence of education and additional factors inﬂuencing students’
awareness of intercultural diﬀerences. For the purposes of this research assessment was carried out with
regard to their role in promoting cultural awareness and facing cross-cultural challenges posed by unfamiliar cross-cultural contexts. Cultural education is presumed to be a key factor for achieving a signiﬁcant
increase of cultural sensitivity and cultural awareness in order to ensure successful cross-cultural communication and increase mobility of students/working professionals. For this study, it was assumed that the
cultural awareness of students increases due to the courses they take and their overall study experience. A
special questionnaire was developed for the purposes of this research, and the obtained results were statistically analyzed with the help of descriptive statistics, the non-parametric chi-square test, and the MannWhitney test. The research has shown that intercultural competence has a statistically signiﬁcant positive
eﬀect on the readiness of students to participate in study and work programs abroad. Thus, it is mandatory
that foreign language competence as well as intercultural competence be a priority of the curriculum if
we are to increase the number of highly educated experts who will be capable to compete successfully as
students or professionals in all ﬁelds and all cultural areas. If we recognize that globalization has made the
world a global village, we all need the intercultural competence to successfully live in it.
Keywords: Globalization, intercultural competence, cross-cultural communication, intercultural education

1. Introduction
Over the past 50 years, globalization has aﬀected various aspects of business transactions. Today’s global
and competitive environment requires diverse business skills for survival in the ever-changing marketplace. Borders are being erased and business partners
and buyers can be found in almost every corner of
the world. The knowledge of a foreign language has

never been so important. Not only is it desirable to
speak at least one of the widely spoken world languages, but it is also becoming necessary to start
learning languages that until recently were not usual
in language schools. An example is the Chinese language (or, more precisely Mandarin Chinese), which
is spoken by almost 1.1 billion people, 982 million being native speakers1 (approximately 16% of the world
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population, according to the Nations Online Project).
With the rapid development of the Chinese economy
and growing presence of Chinese economic entities
in the global market, the information that an increasing number of business people have started to learn
one of the Chinese dialects, mostly Mandarin, does
not come as a surprise. This global trend can also be
noticed in Croatia. For example, the Confucius Institute at the University of Zagreb was surprised by the
overwhelming interest shown for their free Chinese
language course. However, more than just knowledge
of a foreign language is required for eﬃcient cooperation in the international environment. In addition to learning a foreign language, one should also
learn about the culture of the particular community
where this language is spoken. Namely, what is considered to be acceptable behavior in one culture is
not necessarily acceptable in another, and may even
be deemed as oﬀensive and damaging to potential
cooperation. When doing business abroad, preparations for potential business cooperation should also
include learning about the culture of your potential
business partners, and not just the language of communication.
Communicating across cultures can be exciting
and rewarding, but it can also create confusion and
misunderstanding, as was discovered by Paul Wolfowitz, the President of the World Bank at the time
of this mishap. If he had given more thought to the
area he was visiting, he would certainly have been
wearing a new pair of socks on that particular day.
Namely, during his two-day visit to Turkey, which
also included a meeting with Recep Tayyip Erdoğan,
the Prime Minister of Turkey, Wolfowitz visited a
mosque in the western part of Turkey. When the
moment came for Mr. Wolfowitz to take oﬀ his
shoes before entering the mosque, which is customary according to Islamic culture, his toes peeked
out of his socks, revealing two holes. The news was
published by all relevant world media, and Paul
Wolfowitz, until then known for his expensive suits,
became a legend in the negative sense.
The above mentioned misunderstanding highlights
the need for increased cross-cultural awareness to
enable successful communication in our private and
professional lives. Eﬀective cross-cultural communication is crucial for all those who are journeying
across cultures, for the vacationing traveler, the candidate of a work or study program abroad, and especially for the business professionals working abroad
or for multinationals at home, for whom communi434

cation is an essential tool that could make or break
their international business dealings. Thus, the need
for cross-cultural competence is obvious, but how
and where one can attain it is still elusive.
On the whole, it is evident that cultural knowledge
is a prerequisite for complete language proﬁciency.
The question is how to achieve this level of language
and cultural competence? A frequent misconception lies in taking for granted that proﬁciency in
English as the lingua franca will open every door towards international academic and business success.
However, the frequency of cross-cultural faux pas
makes it evident that in order to avoid common pitfalls caused by cultural diﬀerences we need to raise
our cultural awareness and develop cultural competence. First, one should have a good knowledge
of one’s own culture, in order to learn about people
in other cultures. Only by raising our awareness of
how our own culture aﬀects us can we begin to understand the similarities and diﬀerences of a foreign
culture. Ridding ourselves of misinformation and
stereotypes about people in diﬀerent cultures, and
becoming aware of that which we have in common
can be used as a starting point in meeting the challenges of communicating across cultures.
Because the study programs at the Faculty of Economics in Osijek oﬀer a number of courses whose
content could help in developing the students’ intercultural competence, for this study, it was assumed
that their cultural awareness would increase due to
these courses and their overall study experience.
The questionnaire, developed for the purposes of
this research, was aimed at eliciting information to
determine the factors inﬂuencing cultural awareness among senior students and whether intercultural competence has a positive eﬀect on the readiness of students to participate in study and work
programs abroad. If we aim to increase the number
of highly educated people who will be able to compete successfully as students or professionals in all
ﬁelds and all cultural areas it is mandatory that we
ensure our curriculum is meeting the challenges in
teaching foreign language competence as well as intercultural competence.
Due to the current economic situation in Croatia,
many people, particularly the young, are thinking
about going to live and work abroad. Consequently,
certain questions are raised. Above all, are they aware
of the challenges they might face in a foreign country,
even if they speak a foreign language? Furthermore,
do they think that knowledge of English or another
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major language is all they need and to what extent
does the foreign language they speak aﬀect their decision about the country they intend to move to?

2. Literature review
The ﬁrst deﬁnition of culture was provided by
Edward Burnett Tylor, the founder of cultural anthropology, in his book Primitive Culture (1924: 1)
where he deﬁned culture as “a complex whole which
includes knowledge, belief, art, morals, law, custom,
and any other capabilities and habits acquired by
man as member of society”. In addition to deﬁning
culture, authors have given numerous classiﬁcations as the following selection will illustrate.
Bratanić (1993: 18) suggests that culture in the
broadest sense comprises two basic components: a)
anthropological or social culture (beliefs, traditions,
way of life, values etc.) and b) historically deﬁned culture (consisting of various phenomena from the ﬁelds
of history, geography, art etc.). Further divisions have
been made by authors like Brooks, who diﬀerentiates
between “culture with a capital C”, which includes
formal culture (literature, arts, institutions, history)
and “culture with a small c” – practical, “way-of-life”
culture (as cited in Čačija, 2004: 198).
Frank summarizes culture within a 3P model – perspectives (what members of a culture think, feel
and value), practices (how members communicate
and interact with one another) and products (technology, music, art, food, literature, etc.; the things
members of a group create, share, and transmit to
the next generation) (2013: 3).
Edgar Schein deﬁnes culture as “a pattern of shared
basic assumptions that was learned by a group as it
solved its problems of external adaptation and integral integration, that has worked well enough to
be considered valid and, therefore, to be taught to
new members as the correct way to perceive, think,
and feel in relation to those problems” (2004: 17).
He distinguishes four categories of culture: macrocultures (nations, ethnic and religious groups, occupations that exists globally), organizational cultures
(private, public, nonproﬁt, government organizations), subcultures (occupational groups within
organizations), and microcultures (microsystems
within or outside organizations) (2010: 2).
All the above deﬁnitions and classiﬁcations suggest
that diﬀerent groups of people establish diﬀerent
cultures, depending on what people belonging to a

group have in common. For example, organizations
also have their own culture. According to Fry, Stoner and Hattwick, “the business culture is an unwritten set of beliefs and values about what is proper,
right and appropriate in the organization. These beliefs and values are well known and accepted by the
members of the business” (2001: 126). Schein enables us to grasp more precisely what organizational
culture is with his three levels of culture: artifacts
(visible and perceptible organizational structures
and processes), espoused beliefs and values (may
appear through surveys) and basic underlying assumptions (unconscious taken-for-granted beliefs
and values: these are not visible) (2004: 25-37). Failing to understand an organization’s culture can lead
to unnecessary and unwanted misunderstandings
which can only be avoided by increasing our awareness of its existence and making an eﬀort to achieve
a greater depth of understanding the culture.
The reality of today’s global organizations is that organizational culture must recognize cultural diversity and there must be awareness of the fact that social
norms create diﬀerences, values and attitudes about
similar circumstances that may vary from country to
country (Grigoruţă, Corodeanu, 2005: 1).
One of the most signiﬁcant models that have had
an impact on the systematic approach in research
on the inﬂuence of a society’s culture and cultural
diﬀerences on the forming of organizational culture
is Hofstede’s model of cultural dimensions. Hofstede deﬁnes culture as “the collective programming
of the mind that distinguishes the members of one
group or category of people from others” (2011: 3).
According to Hofstede, culture inﬂuences an individual’s “mental programming” which he explains
as the way people think, feel and act while undergoing the process of socialization during which we
adopt values, beliefs and norms of behavior which
begin in the family and continue during our schooling, our interactions in various social groups, at the
workplace and in the wider community in which an
individual lives (2001: 428).
Because of the rapidly accelerating globalization, we
are constantly being made aware that the world is
a global village in which a multitude of diversity is
brought together. As the world is getting “smaller”,
cross-cultural interactions increase in range and
intensity. On the one hand we recognize the similarities which bring a diversity of cultures together.
Similarly, Camilleri sees communication as an exchange of shared knowledge and she claims that ‘‘it
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is facilitated by the extent to which we have similar
meanings for the terms we use and the behavioural norms we share. This, in turn depends on both
knowledge of language and knowledge of culture, or
better still cultural awareness’’2 (2002: 9).
On the other hand, there are still major diﬀerences
that set us apart. Although this diversity does make
the world a more interesting place, it also compels
us to navigate more carefully the ins and outs of
global communication with its challenges and obstacles caused by cross-cultural diﬀerences.
Integrating intercultural competence and cultural pluralism as essential parts of the curriculum will ensure
intercultural education. Similar views are expressed by
Fantini, whose research eﬀorts contribute important
insights to the ﬁeld of intercultural education regarding international and intercultural programs, especially as concerned with the identiﬁcation, development,
assessment, and impact of intercultural competencies
on the lives of all those involved (2007: 6).
The emphasis on research is also highlighted by
Mark Hungerford Salisbury in his study The eﬀect of
study abroad on intercultural competence among undergraduate college students, which emphasizes that
“study abroad participation improves intercultural
competence – an educational outcome critical in a
globalized 21st century economy” and “suggests that
the relationship between study abroad and intercultural competence is one of selection and accentuation, holding important implications for postsecondary policy makers, higher education institutions, and
college impact scholars” (2011: 1-2). Salisbury highlights the impact of globalization on the internationalization of education and concludes:
College students graduate into an economic,
technological, and socio-cultural environment
that is globally intertwined and interdependent; As postsecondary education continues to
diversify and grow in the face of an increasingly
complex and interculturally-dependent postgraduate reality, it is critical for educational
researchers to expand on these substantive and
methodological ﬁndings to broaden understanding of the potentially important educational experiences that will prepare all students
to succeed in a twenty-ﬁrst century globally interconnected world. (2011: 99-100)
According to the above mentioned studies, intercultural education and intercultural exchanges are
signiﬁcant factors in preparing the education and
436

training programs to meet the challenges of living
and working in cross-cultural environments. According to Cunningsworth, “a study of language
solely as an abstract system would not equip learners to use it in the real world”, (1995: 86). For complete language proﬁciency, language and culture
must be treated as a unity, with one being essential
to the full understanding of the other (Holme, 2003:
18). According to research published in 2012 by the
Economist Intelligence Group, “in over 70% of the
time when international business ventures fail, they
fail due to cultural misunderstandings”.3Therefore,
in order to communicate successfully across cultures, professionals are expected to be aware that
culture impacts on every attempt to send and receive messages. It is imperative that they develop
intercultural competence to achieve eﬀective communication across cultures. This cultural awareness
connects the learner’s culture and the target culture,
but this approach has its limitations since it leaves
the foreign language learners to “their own devices
to integrate that knowledge with assumptions, beliefs, and mindsets already obtaining in their society” (Thanasoulas, 2001: 4). In order to overcome
these cultural challenges foreign language learners
must acquire knowledge about the target language
and then reﬂect on their own culture in relation to
other cultures (Skopinskaja, 2003: 40).
The growing need for intercultural education has
been also recognized by the Council of Europe, as
can be seen in its White Paper on Intercultural Dialogue: “Living together as equals in dignity” (2008).
It identiﬁes several key areas where action is required
to improve intercultural dialogue and enhances the
three core principles of the Council of Europe - human rights, democracy and the rule of law. Intercultural education was one of these areas. Many authors
have explored diﬀerent aspects of intercultural competence and intercultural education. Barrett et al.
suggest that intercultural competence can be developed through diﬀerent types of education and these
are: informal education (what is learnt in one’s social
environment), non-formal education (any planned
programme of education designed to improve a
range of skills and competences outside the formal
educational setting, and throughout lifelong learning) and formal education (the structured education
and training system, from primary school and on to
higher education (2014: 27).
Piršl analyses how intercultural competence and
cultural intelligence aﬀect eﬃcient intercultural in-
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teraction, i.e. intercultural communication and she
observes that there is a relatively small number of
studies on intercultural competence and cultural intelligence and that the insuﬃciently systemized approach in this ﬁeld prevents us from understanding
the phenomena why some individuals are more successful than others in culturally diﬀerent situations
(2011: 1). She also points out that “development of
intercultural competence and communication is a
long lasting and lifelong process in which educational institutions play the most important role”
(2011: 57). As part of her research, Piršl conducted
a survey to explore the students’ degree of familiarity with intercultural education as well as their attitudes about desirable intercultural competencies of
teachers who work in culturally diverse classrooms.
The conclusion based on the obtained results is
similar to that the present study – although students have heard about the term interculturalism
(primarily through the media), they do not possess wider knowledge of the subject. This lack of a
deeper understanding can be explained by the absence of a more consistent policy that would lead to
implementation of courses on interculturalism and
similar content at Croatian universities.
Byram, Gribkova and Starkey explored the intercultural dimension in language teaching and found
that language instruction with an intercultural dimension helps learners to acquire both linguistic
and intercultural competence. The authors also emphasize the role of a language teacher in developing
skills, attitudes and awareness of values as well as
knowledge of a particular culture or country (2002:
9). In addition to the teacher, another important
factor in language learning are textbooks, as can
be seen in the investigation conducted by Vidović.
Vidović explored how interculturalism is taught in
English language textbooks with a particular emphasis on preventing learners to draw premature
conclusions about a culture solely based on the
perspective of their own culture (2010: 1). Aurer
and Grobenski went one step further and explored
the extent to which intercultural competences are
developed with ﬁrst-year university students. They
used the ISI scale (the Intercultural Sensitivity Index), developed by Olson and Kroeger as a measurement instrument and investigated how intercultural competence of respondents correlates with
their willingness to interact with foreign students
and willingness to study abroad (2014).

Studying abroad certainly contributes to development of intercultural competences, however,
Koskinen and Tossavainen (as cited in Aurer and
Grobenski, 2014: 4), stated that students need intercultural tutoring and mentoring during their
stay abroad, thus emphasizing the necessary role of
education in improving intercultural competence.
Peko, Mlinarević and Jindra explored the presence
of intercultural content in some of the courses at the
Faculty of Teacher Education in Osijek. Their two
case studies showed that interculturalism is covered
theoretically rather than practically and that more
eﬀort should be invested in teaching students how
to solve potential intercultural problems when they
arise (2013: 151).
Kragulj and Jukić investigated the presence of intercultural content in classes, attitude of respondents
toward minority cultures, importance of knowledge
and application of foreign languages, willingness of
respondents to interact with students from other
cultures, presence of stereotypes, etc. (2010: 175).
They concluded that the entire percentage of the
presence of intercultural content in higher education is still insuﬃcient and requires reconceptualisation and revision of the curriculum content which
should encourage intercultural dialogue and development of intercultural competence to a greater extent (2013: 186).
The insuﬃcient presence of intercultural content was
also conﬁrmed by Kristina Teskera who explored intercultural competence and intercultural sensitivity of German language teachers and students and
found that most of the teachers did not have previous intercultural education and the teaching was oriented toward linguistic competence (2014).

3. Research
The researchers of the present study agree with the
above mentioned claims that intercultural competence leads to successful cross-cultural communication. This study takes a closer look at the attitudes of
students of the Faculty of Economics in Osijek regarding language and intercultural competence. Moreover,
our intention was to call attention to the importance of
culture in foreign language acquisition.
The aim of this study was to establish the extent to
which education can impact intercultural awareness,
skills and competence. In order to determine the signiﬁcance of education and other factors such as previous stays abroad, gender, prejudices, etc. in the devel-
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opment of intercultural competence, assessment was
carried out with regard to their role in promoting cultural awareness and facing cross-cultural challenges
posed by unfamiliar cross-cultural contexts.
The aim of this study is to establish the extent to
which education can impact intercultural awareness,
skills and competence. In order to determine the signiﬁcance of education, assessment was carried out
with regard to its role in promoting cultural awareness and facing cross-cultural challenges posed by
unfamiliar cross-cultural contexts. It is assumed that
cross-cultural education is imperative for international literacy and cross-cultural understanding. The
following research hypotheses were set:

would have an impact on their intercultural awareness, thus proving the signiﬁcance of intercultural
education. Respondents were also asked about their
secondary education to establish whether there is
a connection between their cultural awareness and
the type of their secondary education. The results of
the survey were statistically analyzed with the help of
descriptive statistics, the non-parametric chi-square
test, and the Mann-Whitney test. Statistically signiﬁcant diﬀerences were deﬁned as diﬀerences determined at the p<0.05 level.

3.2 Research Results and Discussion

H2 During their studies abroad, Croatian students
are more willing to socialize with foreign students
to whom they feel closer in terms of language and
culture.

The replies of the respondents were analyzed according to sex, year of study, secondary school
education and length of stay abroad. The questions were aimed at establishing the respondents’
attitudes regarding their ability and willingness to
adapt to another cultural setting as well as the respondents’ assessment of their own language and
cultural knowledge.

H3 There are statistically signiﬁcant diﬀerences in
the willingness to socialize with foreign students who
come from particular parts of the world, in adapting
to life outside Croatia, and in attitudes on the necessary competencies of employees in the export sector
in terms of year of study, type of secondary-school
education and possible previous stay abroad.

Table 1 shows the demographic data for the respondents by sex, study year and secondary education. The results are shown in percentages and they
show that female respondents outnumber the male
respondents by 5.4%, the ﬁrst-year undergraduate
students dominate by 17.6% and the number of vocational school graduates is larger by 4%.

H1 Willingness to study abroad strongly depends
on the year of study and type of secondary-school
education.

We did not hypothesize that student gender would
yield statistically signiﬁcant diﬀerences. Still, gender may have an eﬀect on student attitudes, and
given that it is a usual demographic parameter, the
three hypotheses were also tested in this regard.

Table 1 Respondents by sex, study year and secondary education
Characteristics

Number of Percentrespondents age

Sex

3.1 Research Methodology

Female

78

52.7

A special questionnaire was developed for the purposes of this research, consisting of two main parts.
In the ﬁrst part students could choose between offered answers and in the second part they answered
open-ended questions. The study included ﬁrst-year
students of undergraduate and graduate studies at
the Faculty of Economics in Osijek. These two groups
were chosen in order to establish the diﬀerences in
attitudes between ﬁrst year students who had just
started their university education and students who
were in the fourth year of study. The assumption was
that the overall experience of older students, together
with intercultural content they were exposed to in
foreign language teaching and some other courses

Male

70

47.3

First-year undergraduate study

87

58.8

First- year graduate study

61

41.2

Grammar school

71

48.0

Vocational school

77

52.0

438

Study year

Secondary education

Source: Authors’ research

The results of Table 2 indicate that 81.8% of the respondents have no prior experience of a longer stay
abroad (longer than a month) and that 52.7% have
visited ﬁve or more foreign countries as tourists.
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Table 2 Respondents by the length of their stay abroad (longer than a month) and the number of countries they visited as tourists
Number of respondents

Percentage

Yes

27

18.2

No

121

81.8

14

9.5

Longer stay abroad

Number of countries visited
1
2

12

8.1

3

20

13.5

4

24

16.2

5

23

15.5

55

37.2

More than 5
Source: Authors’ research

According to Table 3, 112 students (75.7%) expressed the wish to study abroad for a term or

two, whereas 36 (24.3%) showed no such interest.

Table 3 Respondents by sex, level of study (study year, secondary education) and expressed wish to
study abroad, with chi-square test results
Interested in studying abroad
Characteristics
Sex
Female
Male

Chi-square
test

Yes

No

62
(79.5%)
50
(71.4%)

16
(20.5%)
20
(28.6%)

χ2 =1.302
p = 0.254

72
(82.8%)
40
(65.6%)

15
(17.2%)
21
(34.4%)

χ2 =5.753
p = 0.016*

56
(78.9%)
56
(72.7%)

15
(21.1%)
21
(27.3%)

χ2 =0.758
p = 0.384

Study year
First-year undergraduate study
First-year graduate study
Secondary education
Grammar school
Vocational s.
* Statistically signiﬁcant at the p<0.05 level
Source: Authors’ research

There is a higher percentage of ﬁrst-year undergraduate students who expressed the wish to study
abroad, which is opposite to our expectations, but
at this point we cannot provide the reasons for this
result, as this would require further research. According to the chi-square test, there is a signiﬁcant
correlation between the study year and the inter-

est to study abroad. Although there is a somewhat
higher percentage of female students and grammar
school graduates who stated that they would go
abroad to study for a term or two, the chi-square
test results did not conﬁrm that the dependence
between these two characteristics is statistically
signiﬁcant.
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Table 4 Descriptive statistics which answer the research question regarding the origin of students with
whom respondents would spend most of their time during a short study stay abroad
They would spend most of their time with

Arithmetic
mean

Median

Mod

Standard
deviation

Students from Croatia

4.75

5.00

5.00

0.56

Students from ex-Yugoslavia

4.41

5.00

5.00

0.71

Students from the Near East

3.14

3.00

3.00

1.04

Students from the Far East

3.26

3.00

4.00

1.11

Students from Western Europe

4.04

4.00

4.00

0.80

Students from Central/Eastern Europe

3.95

4.00

4.00

0.84

Students from North America

4.06

4.00

4.00

0.91

Students from South America

3.86

4.00

4.00

0.95

Source: Authors’ research

As shown in Table 4, the students’ responses were
measured by means of a ﬁve-degree scale (1 – probably never, 2 – less likely, 3 – I don’t have an opinion, 4 – very likely, 5 – certainly yes). Based on the
calculated arithmetic means it can be concluded that
during a short study abroad, the respondents selected spending most of their time with other students
from Croatia as their ﬁrst choice, followed by students from ex-Yugoslavia as their second choice. The
median and mod for both of these groups was 5, and
standard deviations in these cases also had the lowest
values. As their third choice, the respondents chose
spending most of their time with students from
North America and Western Europe. The arithmetic
mean for the four mentioned groups exceeds 4. To a
somewhat lesser extent the students selected as likely
to spend their time with students from Central/Eastern Europe and South America, although their common language would probably be English. The results
show that respondents are least likely to spend time
with students from the Far East and the Near East.

students from North America and Western Europe because the English language is usually the
preferred choice among foreign languages learned
not only in Croatia, but also worldwide, and so the
language knowledge is more of a linking factor than
a barrier. Furthermore, the fact that the last position is occupied by students from the Far and Near
East points to the Croatian students’ awareness of
not only the language diﬀerences but also the cultural diﬀerences which might make communication
more diﬃcult.

The above mentioned results suggest that knowledge of a language would certainly inﬂuence the
choice with whom students from Croatia would
spend time. On the one hand, the students expressed a preference for spending time with other
Croatian students and students from ex-Yugoslavia,
which is expected as these two groups oﬀer the opportunity to communicate in their mother tongue.
On the other hand, they chose spending time with
440
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Table 5 Results of testing the signiﬁcance of diﬀerences in attitude between male and female students
(the Mann-Whitney test)
Mean rank
They would spend most of their time with

Z

p

76.20

-0.646

0.518

71.04

78.36

-1.158

0.247

Students from the Near East

78.80

69.71

-1.339

0.180

Students from the Far East

75.97

72.86

-0.457

0.648

Students from Western Europe

79.28

69.17

-1.558

0.119

Students from Central/Eastern Europe

76.50

72.27

-0.648

0.517

Students from North America

80.03

68.34

-1.790

0.074

Students from South America

79.48

68.95

-1.579

0.114

Female

Male

Students from Croatia

72.97

Students from ex-Yugoslavia

Source: Authors’ research

Higher mean ranks for male students were obtained
in the expressed preference for spending time with
students from Croatia and ex-Yugoslavia. In other
expressed choices, higher mean scores were found

for female students. However, according to the
Mann-Whitney test, none of the diﬀerences in attitudes of male and female students were statistically
signiﬁcant.

Table 6 Results of testing the signiﬁcance of diﬀerences in attitude between the ﬁrst-year undergraduate
students and the ﬁrst-year graduate students (the Mann-Whitney test)
Mean rank
st

They would spend most of their time with

1 year of
undergraduate
study

1st year of
graduate
study

Z

p

Students from Croatia

74.76

74.13

-0.124

0.901

Students from ex-Yugoslavia

69.95

80.98

-1.721

0.085

Students from the Near East

69.25

81.98

-1.849

0.065

Students from the Far East

70.32

80.47

-1.467

0.142

Students from Western Europe

75.20

73.51

-0.256

0.798

Students from Central/Eastern Europe

71.45

78.85

-1.118

0.263

Students from North America

73.29

76.23

-0.444

0.657

Students from South America

72.87

76.82

-0.583

0.560

Source: Authors’ research

According to the results of the Mann-Whitney test,
there are no signiﬁcant diﬀerences in attitude be-

tween the ﬁrst-year undergraduate students and the
ﬁrst-year graduate students.
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Table 7 Results of testing the signiﬁcance of diﬀerences in attitude between grammar and vocational
school students (the Mann-Whitney test)
Mean rank
They would spend most of their time with

Z

p

75.36

-0.361

0.718

75.72

73.38

-0.371

0.711

Students from the Near East

78.21

71.08

-1.051

0.293

Students from the Far East

78.44

70.86

-1.112

0.266

Students from Western Europe

76.56

72.60

-0.610

0.542

Students from Central/Eastern Europe

74.11

74.86

-0.116

0.908

Students from North America

75.92

73.19

-0.417

0.677

Students from South America

76.35

72.80

-0.532

0.595

High school

Vocational s.

Students from Croatia

73.56

Students from ex-Yugoslavia

Source: Authors’ research

According to the results of the Mann-Whitney test,
there are no signiﬁcant diﬀerences in the attitude of

students who graduated from grammar schools as opposed to those who graduated from vocational schools.

Table 8 Results of testing the signiﬁcance of diﬀerences in attitude in view of the length of their stay
abroad (the Mann-Whitney test)
Mean rank
They would spend most of their time with

Stayed a longer Did not stay a longer
period abroad
period abroad

Z

p

Students from Croatia

78.15

73.69

-0.692

0.489

Students from ex-Yugoslavia

82.02

72.82

-1.126

0.260

Students from the Near East

78.56

73.60

-0.565

0.572

Students from the Far East

74.87

74.42

-0.051

0.959

Students from Western Europe

80.11

73.25

-0.818

0.413

Students from Central/Eastern Europe

80.00

73.27

-0.797

0.425

Students from North America

75.19

74.35

-0.099

0.921

Students from South America

78.35

73.64

-0.547

0.585

Source: Authors’ research

According to the results of the Mann-Whitney
test, there are no significant differences in atti442

tude of students due to the length of their stay
abroad.
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Table 9 Descriptive statistics referring to the question about the possibility of adjusting to the way of
life abroad
Attitude

Arithmetic
mean

Median

Mod

Standard
deviation

I would easily adapt to living anywhere

3.66

4.00

4.00

1.08

I would not put much eﬀort into ﬁtting in,
that would only be a temporary stay

2.03

2.00

1.00

1.08

Adjustment would be unnecessary,
all people are the same

2.38

2.00

3.00

1.21

Source: Authors’ research

The students’ responses were measured by means of
a ﬁve-degree scale (1 – I fully disagree, 2 – I partially
disagree, 3 – I neither agree nor disagree, 4 – I mostly
agree, 5 – I fully agree). Based on the calculated arithmetic means, it can be concluded that the respondents
range from those who are undecided to those who
mostly agree that they would easily adapt to living anywhere. On the other hand, they mostly disagreed with
the statement that they would not invest much eﬀort
into ﬁtting in because their stay would be temporary.
This suggests that they are aware of the importance
of cultural understanding for eﬀective cross-cultural
communication, even if it refers to temporary circum-

stances. In addition, they partially disagreed with the
statement that adjustment would not be necessary as
all people are the same. Thus, they have suﬃcient cultural awareness to be able to recognize that although
people around the world have much in common, it
is realistic to expect that some adjustment would be
necessary even in circumstances that resemble one’s
domestic environment, not to mention situations and
settings decidedly diﬀerent from what is familiar. Age
may have inﬂuenced the results, as young people generally tend to adapt more easily. However, additional
research would be required to conﬁrm or eliminate
the age factor.

Table 10 Results of testing the signiﬁcance of diﬀerences in attitudes between male and female students
(the Mann-Whitney test)
Mean rank

Attitude

Z

p

70.31

-1.179

0.238

66.66

83.24

-2.475

0.013*

69.63

79.93

-1.517

0.129

Female

Male

I would easily adapt to living anywhere

78.26

I would not put much eﬀort into ﬁtting in,
that would only be a temporary stay
Adjustment would be unnecessary, all people are the same
* Statistically signiﬁcant at the p<0.05 level
Source: Authors’ research

Higher average rankings lead to the conclusion that
female students more often express the opinion that
they would easily adapt to living abroad than male
students, whereas male students more often than
female students think that they would not invest
much eﬀort in ﬁtting in and that adjustment is not
necessary for them. According to the Mann-Whit-

ney test, there are signiﬁcant diﬀerences between
female and male students in the attitude that they
would not invest much eﬀort in ﬁtting in. Judging
by their attitude towards the need for adjustment
to a foreign culture, female students seem to have
a higher level of intercultural sensitivity than their
male counterparts.
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Table 11 Results of testing the signiﬁcance of diﬀerences in attitude between the ﬁrst-year undergraduate students and the ﬁrst-year graduate students (the Mann-Whitney test)
Mean rank
Attitude

ﬁrst-year underﬁrst-year
graduate study graduate study

Z

p

I would easily adapt to living anywhere

74.41

74.62

-0.031

0.976

I would not put much eﬀort into ﬁtting in,
that would only be a temporary stay

70.30

80.49

-1.501

0.133

Adjustment would be unnecessary, all people are the same

78.47

68.84

-1.399

0.162

Source: Authors’ research

According to the results of the Mann-Whitney test,
there are no signiﬁcant diﬀerences in attitude between the ﬁrst-year undergraduate students and the
ﬁrst-year graduate students regarding the need to ad-

just to new surroundings. Still, the results for the last
statement show that graduate students are slightly
more aware that people living in a foreign country
cannot avoid a certain degree of adjustment.

Table 12 Results of testing the signiﬁcance of diﬀerences in students’ attitude in view of their secondary
education (the Mann-Whitney test)
Mean rank

Attitude

Z

p

66.40

-2.504

0.012*

70.91

77.81

-1.032

0.302

75.19

73.86

-0.195

0.845

High school

Vocational school

I would easily adapt to living anywhere

83.28

I would not put much eﬀort into ﬁtting in, that would
only be a temporary stay
Adjustment would be unnecessary, all people are the same
* Statistically signiﬁcant at the p<0.05 level
Source: Authors’ research

According to the results, the number of grammar
school graduates who claim to be able to adapt easily to living anywhere is greater than that of the vocational school graduates. According to the MannWhitney test, this is the only statistically signiﬁcant
diﬀerence between the grammar school graduates
and the vocational school graduates.
The discrepancy in the attitude towards the easiness of adapting is to be expected due to the fact
that grammar school students in general attain a
higher level of foreign language competence, which
includes a better cultural understanding as well. It is
important to note that the grammar school curriculum includes a greater number of hours of foreign
languages than the vocational school curriculum. In
addition, grammar school students often learn two
or more foreign languages, particularly in the grammar schools focused on a foreign language program.
According to the results for the research question
regarding the respondents’ views as to their ability
444

to adapt to living anywhere, two possible conclusions can be drawn. Firstly, the diﬀerence between
grammar school students and vocational school students in this case can be simply explained with the
fact that the former have a higher level of language
knowledge and are therefore more conﬁdent in their
ability to adapt to living in a foreign country. Secondly, a possible explanation of this diﬀerence is that
the increased number of hours of foreign languages
also includes more information about the culture of
English-speaking countries as well as about countries
of other cultural areas, thus making students more
aware of the potential cultural diﬀerences between
their country and other countries and making it easier for them to adapt to living in a foreign country.
Furthermore, grammar schools tend to take a more
general approach to language learning, whereas vocational schools probably put more emphasis on the
topics/vocabulary related to the future profession. A
more elaborate research would be needed to explore
the potential explanations for this diﬀerence.
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Table 13 Results of testing the signiﬁcance of diﬀerences in attitude in view of the length of stay
abroad (the Mann-Whitney test)
Mean rank
Attitude

Stayed a longer
period abroad

Did not stay a longer
period abroad

Z

p

I would easily adjust to living anywhere

94.31

70.08

-2.779

0.005*

I would not put much eﬀort into ﬁtting in,
that would only be a temporary stay

63.78

76.89

-1.515

0.130

Adjustment would be unnecessary, all people
are the same

82.67

72.68

-1.138

0.255

* Statistically signiﬁcant at the p<0.05 level
Source: Authors’ research

Students who have stayed abroad for a longer period
of time are more inclined to think that they could easily adapt to living anywhere than those students with

shorter stays abroad. According to the results of the
Mann-Whitney test, this is the only statistically signiﬁcant diﬀerence in attitude between these two groups.

Table 14 Descriptive statistics referring to the question regarding the competences of people who want
to work in the export sector in Croatia
Attitude

Arithmetic mean

Median

Mod

Standard
deviation

It is important to speak English
and another foreign language

4.71

5.00

5.00

0.48

It is important to be a skillful negotiator

4.43

5.00

5.00

0.65

One should know how to sell sand to Bedouins

3.56

4.00

5.00

1.31

One should have a good alcohol tolerance

2.32

2.00

1.00

1.26

Source: Authors’ research

The students’ responses were measured by means of
a ﬁve-degree scale (1 – unimportant, 2 – mostly unimportant, 3 – neither important nor unimportant,
4 – quite important, 5 – very important). Based
on the calculated arithmetic means, a conclusion
can be made that respondents mostly agree with
the statement that it is very important for people
who want to work in the export sector in Croatia to
speak the English language, which is widely used as

a lingua franca, as well as another foreign language.
They agree to a slightly lesser extent with the statement that one should be a skillful negotiator. The
median in both cases was 5. There is least agreement among the students regarding the statement
that for people who want to work in the export sector in Croatia it is very important to have a good alcohol tolerance, which was a hint at socializing and
alleged customs in some foreign countries.

Table 15 Results of testing the signiﬁcance of diﬀerences in attitude between female and male students
(the Mann-Whitney test)
Mean rank
Attitude

Z

p

74.89

-0.136

0.892

Female

Male

It is important to speak English and another foreign language

74.15

It is important to be a skillful negotiator

75.66

73.21

-0.389

0.697

One should know how to sell sand to Bedouins

71.03

78.37

-1.074

0.283

One should have a good alcohol tolerance

68.45

81.24

-1.884

0.060

Source: Authors’ research
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According to the results of the Mann-Whitney
test, there are no statistically significant differ-

ences in attitude between female and male students.

Table 16 Results of testing the signiﬁcance of diﬀerences in attitude between the ﬁrst-year undergraduate students and the ﬁrst-year graduate students (the Mann-Whitney test)
Mean rank
ﬁrst-year underﬁrst-year graduate
graduate students
students

Attitude

Z

p

It is important to speak English and another
foreign language

72.71

77.05

-0.780

0.436

It is important to be a skillful negotiator

73.01

76.63

-0.567

0.571

One should know how to sell sand to Bedouins

68.64

82.85

-2.048

0.041*

One should have a good alcohol tolerance

71.90

78.20

-0.915

0.360

* Statistically signiﬁcant at the p<0.05 level
Source: Authors’ research

According to the results of the Mann-Whitney test,
the only statistically signiﬁcant diﬀerence in attitude between the ﬁrst-year undergraduate students
and the ﬁrst-year graduate students is found in the
statement that people who want to work in the export sector in Croatia should know how to sell sand

to Bedouins, i.e. be gifted and skillful salespeople,
with a higher mean rank for the ﬁrst-year graduate
students. This result could be attributed to the experiences gathered in the course of their studies, i.e.
learning about the sales process.

Table 17 Results of testing the signiﬁcance of diﬀerences in students’ attitude in view of their secondary
education (the Mann-Whitney test)
Mean rank
High
Vocational
school
school

Attitude

Z

p

It is important to speak English and another foreign language

71.80

76.99

-0.946

0.344

It is important to be a skillful negotiator

78.48

70.83

-1.214

0.225

One should know how to sell sand to Bedouins

75.07

73.97

-0.160

0.873

One should have a good alcohol tolerance

75.40

73.67

-0.255

0.798

Source: Authors’ research

According to the results of the Mann-Whitney test,
there are no statistically signiﬁcant diﬀerences in
attitude between the students who graduated from

grammar schools and those who graduated from
vocational schools.

Table 18 Results of testing the signiﬁcance of diﬀerences in attitude in attitude in view of the length of
stay abroad (the Mann-Whitney test)
Mean rank
Attitude

Stayed a longer
period abroad

Did not stay a longer
period abroad

Z

p

It is important to speak English and another foreign language

78.78

73.55

-0.738

0.461

It is important to be a skillful negotiator

86.06

71.92

-1.734

0.083

One should know how to sell sand to Bedouins

85.56

72.03

-1.529

0.126

One should have a good alcohol tolerance

67.83

75.99

-0.929

0.353

Source: Authors’ research
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According to the results of the Mann-Whitney
test, there are no statistically signiﬁcant diﬀerences
in attitude between students, whether they stayed
abroad for a longer period or not.
In addition to the above mentioned research questions, the questionnaire also covered the respondents’ preference for particular stay destinations and
their thoughts on the necessary steps needed to
be taken for a longer stay. When asked to rank the
destinations according to their preference (starting
with number 1 for their ﬁrst choice), the choice of
their destination was closely linked to their knowledge of the language spoken in that particular country. For the most part, English was the language behind the selection, but also the German, Czech and
Hungarian languages are mentioned. In most cases,
these less represented languages and countries are
chosen because students’ parents or grandparents
came from that country or because students have
some relatives there. Students would also choose a
particular country because they believed the country would oﬀer better economic opportunities for
them than Croatia. Another reason for choosing
a particular country is the students’ wish to learn
the language and culture of that country (mostly
France/French and Spain/Spanish were chosen).
When asked how they would prepare before going
abroad for a longer period of time, individual student responses included: “I would learn a particular
set of words on a daily basis”; “I would prepare for
living on my own (learning how to cook, do laundry, etc.)”; “I would learn about the country’s geography”; “I would learn about their values, their rules
and behavior (for example, what is acceptable and
what is not acceptable)”, etc. Cultural diﬀerences
were mentioned only in a few cases, mostly by the
ﬁrst-year graduate students who turned to the Croatian expressions such as: “interkulturalne razlike /
intercultural diﬀerences,” “međukulturalne razlike
/ cross-cultural diﬀerences,” “kulturološke razlike /
culturological diﬀerences,” “kulturalne razlike / cultural diﬀerences.” Again, we believe this is the result
of the courses taken over their past three years at
university. Since the above mentioned issues belong
to a relatively new area of study in Croatia, there is
still no consensus on the precise use of the terms in
the Croatian language.
In the concluding part of the questionnaire, the respondents were asked whether knowledge of a foreign language and professional skills are suﬃcient
for living and working in a foreign country. In ad-

dition, they were asked if any diﬃculties were to be
expected for longer stays in a foreign country. The
results show that, for the most part, the students are
aware that it would be diﬃcult to adapt to the way of
life in a foreign country. In addition to the language
and cultural fears, the respondents also expressed
their fear of being far from home and the fact that
they would be homesick for family and friends. According to their comments, students tend to view
their potential stay for work reasons as temporary
until they have achieved ﬁnancial security to be
able to return to Croatia. In their answers students
frequently expressed fear that as “outsiders” they
would be discriminated, paid less, exploited, etc. It
is not clear whether this fear is based on assumptions or prejudices, or rather on the experiences
others. These experiences are currently a popular
topic on social networks and Internet portals.

4. Limitations and Further Research
Despite its potential contributions, this research has
some limitations. Generally speaking, future research
should include a larger number of variables and examine other dimensions of cross-cultural competence.
Firstly, future studies should include other sociodemographic characteristics of respondents (e.g. the
number of foreign languages they had in school, family background, political leanings, etc.) and investigate
how these aﬀect their attitudes on cross-cultural issues. This would require a larger sample across a wider
age range. The respondents of the present study were
mostly in their early twenties so the obtained opinions
belong to the younger generation only. This might be
the reason for very few statistically signiﬁcant diﬀerences in opinions between undergraduate and graduate students. In order to determine whether the age of
the respondents impacted their answers, it would be
necessary to explore the views of respondents belonging to diﬀerent age groups. Secondly, in order to elicit
further information on mobility, it would be of interest to determine whether respondents would feel the
same about going to work/live away from home but
within the Croatian borders. Thirdly, since our student
respondents come from both urban and rural areas,
it would be interesting to investigate to what extent
would the fear of feeling lost in not only unfamiliar but
also signiﬁcantly larger foreign cities inﬂuence their
choice of destination.
In terms of methodology, it would be useful to apply factor analysis to determine variables at the latent
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level. Also, the internal consistency of constructs, i.e.
the questionnaire’s reliability should be investigated.
Finally, it is important to note that although new habits and adapting to a diﬀerent environment and way
of life are often mentioned, these are not deﬁned in
suﬃcient detail, so the question remains as to how
much the respondents really know about cultural
diﬀerences or is this just a common phrase that they
have heard, but cannot fully understand. This potential lack of knowledge is evident in the answers which
express a need for knowledge of both the language
and the culture but in the end actually focus solely on
language. This leads to the conclusion that culture is
mentioned just as a phrase they have heard, without
really understanding the full meaning of the term and
everything it implies.

5. Conclusion
The increasingly compelling argument for internationalization in higher education and for study
abroad in particular is rooted in the undeniable realities of globalization. Since the Republic of Croatia
has joined in the eﬀorts to increase student and labor mobility throughout the EU, all types of education, particularly teaching foreign languages, should
include intercultural education. Although the Internet is brimming with information, students need
guidance in order to increase their cultural awareness and overcome the fear and misunderstandings
that come from the lack of knowledge, stereotypes
and biases. In addition to language courses, the
students of the Faculty of Economics have the opportunity to take courses which touch upon crosscultural content or deal with it as the main topic.
All of this can be useful in attaining the cultural
awareness and cultural knowledge to successfully
communicate across cultures.
Contrary to our expectations, a higher percentage
of ﬁrst-year undergraduate students expressed the
wish to study abroad in comparison to graduate students. This diﬀerence was statistically signiﬁcant,
but our research did not provide suﬃcient data to
explain it. A slightly higher percentage of grammar
school graduates than vocational school graduates
wanted to study abroad, but the diﬀerence between
the two groups is not statistically signiﬁcant. Hence,
the ﬁrst hypothesis, according to which the willingness to study abroad strongly depends on the year of
study and type of secondary-school education, was
not conﬁrmed.
The second hypothesis that during their studies
abroad Croatian students are more willing to social448

ize with foreign students to whom they feel closer
in terms of language and culture, was conﬁrmed as
their preferred choice for socializing were students
with whom they can communicate in their mother
tongue, followed by those from Western countries.
The third hypothesis was partially conﬁrmed since
there are statistically signiﬁcant diﬀerences in the
willingness to socialize with foreign students who
come from particular parts of the world, in adapting to life outside Croatia, and in attitudes on the
necessary competencies of employees in the export
sector in terms of year of study, type of secondaryschool education and possible previous stay abroad.
In our research items, there were only a few statistically signiﬁcant diﬀerences among various parameters. One of those is respondents’ conﬁdence that
they could adapt easily to living anywhere. In this
item, signiﬁcant factors were previous experience
with a longer stay abroad and one aspect of education, namely grammar school graduates (who had
had more language classes and were thus exposed to
more cross-cultural content) were more conﬁdent
in this respect than vocational school graduates.
However, there were no diﬀerences in this respect
between ﬁrst-year undergraduate students and
ﬁrst-year graduate students.
Although our respondents have the opportunity to
learn about cross-cultural issues, this does not necessarily mean that they are taking the opportunity
that is oﬀered. The course dealing with intercultural
issues more systematically is an elective one, and
other courses are scattered among various study
programs. Our study can be viewed as a ﬁrst step,
whereas a more in-depth research would be necessary to answer all the questions raised in this paper.
The background idea of this research was that cultural education is a key factor for achieving a signiﬁcant increase of cultural sensitivity and cultural
awareness. Regardless of the results presented here,
it is our ﬁrm belief that foreign language competence
as well as intercultural competence should be a priority of the curriculum if we are to educate experts who
will be capable to compete successfully as students
or professionals in all ﬁelds and all cultural areas. It
can be expected that learning a foreign language will
motivate learners to acquire some knowledge of the
culture of a country in which the language is spoken,
but this relationship also works in the opposite direction where intercultural awareness can also provide
strong motivation for learning a foreign language. If
we recognize that globalization has made the world
a global village, we all need the intercultural competence to successfully live in it.
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VAŽNOST MEĐUKULTURNE KOMPETENCIJE U
MEĐUKULTURNOJ KOMUNIKACIJI
Sažetak
Svrha je ovoga rada utvrđivanje opsega u kojemu obrazovanje može utjecati na međukulturnu svijest, vještine i kompetenciju. Kako bi se ustanovila važnost obrazovanja, provedena je analiza s ciljem utvrđivanja
njegove uloge u promicanju kulturološke svijesti i suočavanju s međukulturnim izazovima koji nastaju u
nepoznatim međukulturnim i multikulturnim kontekstima. Ovo istraživanje postavlja sljedeću hipotezu:
međukulturno obrazovanje ključni je čimbenik za postizanje značajnoga povećanja međukulturne osjetljivosti i kulturološke svijesti kako bi se osigurala uspješna međukulturna komunikacija te povećala mobilnost
studenata i stručnjaka. Za potrebe ovoga rada pretpostavljeno je da kulturološka svijest studenata raste
zahvaljujući sadržaju kolegija koje slušaju i ukupnoga iskustva tijekom studiranja. Za potrebe ovoga istraživanja izrađen je poseban upitnik, a dobiveni rezultati statistički su analizirani uz pomoć deskriptivne statistike, neparametarskog hi-kvadrat testa te Mann-Whitney testa. Istraživanje je pokazalo da međukulturna
kompetencija ima statistički značajan utjecaj na spremnost studenata na odlazak na studijske programe i
rad u inozemstvo. Kako bi se povećao broj visoko obrazovanih stručnjaka koji će uspješno konkurirati u
svojstvu studenata ili stručnjaka na svim poljima i svim kulturnim područjima, neophodno je jezičnu, ali i
međukulturnu kompetenciju odrediti kao prioritet u kurikulumu. Prihvatimo li činjenicu da je svijet uslijed
globalizacije postao globalno selo, uspješan život u takvom okruženju zahtijeva međukulturnu kompetenciju.
Ključne riječi: globalizacija, kultura, međukulturna kompetencija, međukulturna komunikacija, međukulturno obrazovanje
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THE ROLE OF DIGITAL
MARKETING IN UNIVERSITY SPORT:
AN OVERVIEW STUDY OF HIGHER
EDUCATION INSTITUTION IN CROATIA
Abstract
The importance of student sport activities within the structure of academic development is arguably signiﬁcant. However, university sport is one of the elements of academic development that is not represented
adequately as a research subject on a global scale in both scientiﬁc and professional environments alike.
Along with the global growth of university level education based on the rise of student mobility across
countries and continents, and the strong global ICT development, a new perspective on university sport
can be observed and several implications analyzed. The focus of this paper is set on the communication
capabilities of the internet as a digital medium that can be used as a means of fostering student sport and
related activities while taking into account the characteristics and behavioral components of the student
population. The primary research was conducted on a sample of students of Josip Juraj Strossmayer University of Osijek. The research provided several interesting implications on student behavior regarding the
general information collection and consumption, as well as information about student sport activities on
the university level. The paper provides a brief sport marketing literature review and suggests several important guidelines for further research. The assumption that the internet is a key element in the marketing
potential of student sport was conﬁrmed. Comparative analysis of digital marketing activities of benchmark
universities has been conducted in order to determine suggestions on creating and/or improving digital
marketing tools such as web site, social network presence and mobile application for reaching marketing
potential of university sport.
Keywords: Digital marketing, sports marketing, university sports, social media in sports, sports mobile
apps

1. Introduction
Sport as a component of human life has been a very
important part of human history since the ﬁrst civilizations and it gradually transformed human inborn characteristics to compete and engage in physical activity from struggle for the basic needs into
competition for fun, even into an industry that generates signiﬁcant ﬁnancial income. From the above

mentioned, it is clear that sports have changed and
developed through centuries in diﬀerent directions.
For this very reason, sport is closely connected to
social and sociological traditions of each segment
of human population. With its development, sport
has become an industry in many segments and that
is the reason why sports employees have to ensure a
fair competition for all participants and keep sport
competitions interesting at the same time. Sport
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oﬀers a massive potential for revenue on a global
scale for all parties involved (Ratten, Ratten, 2011:
614-615) and has become commercialized and internationalized as a result of various business and
marketing ventures created within sport (Bauer,
Sauer, Schmitt, 2005: 496-497). Marketing is used
as a very powerful tool by sports managers when
facing challenges such as leading sports organizations and conducting sports events. The connection
between sports and marketing can be seen in the
following: sport can be treated as a speciﬁc service
with intangible qualities based on emotions, but
without a marketing concept and approach, it can
barely give desirable results. Clearly, the importance
of maintaining and empowering customer relationships needs to be stressed by sport organizations
(Bee, Kahle, 2006: 109-110).
The internet evolution and massive appearance of
social networks have created a parallel virtual world
that does not leave much space for sport activities
and at the same time, it oﬀers great possibilities of using internet tools for advanced communication with
a subject of sport activity. It is interesting to point out
that the means of communication to inform about
a certain sport topic or event used 20 years ago is
hardly comparable to modern methods and means
of communication. Web-based portals, internet applications, social networks and digital TV are some
of the internet-based tools whose development was
hard to predict in the past, but nowadays, life without them seems almost unimaginable. Precisely such
circumstances make the marketing use in internet
surroundings very signiﬁcant. The sport industry
has adopted these changes and innovations while
using digital technologies and the connected media
frequently (Mahan, 2011: 255-257; Evans, Smith,
2004: 27-28). However, Hutchins and Rowe (2010:
696) conclude that media sport markets are “characterized by complex interaction, tense competition,
and awkward overlaps between broadcast media and
networked digital communications”. Thinking about
marketing as a process of fulﬁlling two-sided needs,
we think about the one that oﬀers something on one
side and the other that consumes it for a certain price
on the other side. Likewise, in sports we talk about a
service that is organized by one subject on one side,
and on the other there is the other subject, most
likely a sympathizer or a customer, who consumes it
by fulﬁlling his emotionally connected needs. Implementation of online communities allows consumers
and sports fans to have a virtual focal point where
454

they can connect with others, express opinions and
feel a sense of belonging (Ioakimidis, 2010: 2-3;
Hutchins, Rowe, 2010: 711-712). Furthermore, online communities support not only connecting with
other consumers but with athletes, sport organizations and sponsors as well (Mahan, 2011: 255). Interacting with other fans or the sport organization itself
in an online environment can increase a fan’s level of
identiﬁcation with the given sport organization (Eagleman, 2013: 489).
This paper is focused on the appliance of electronic
marketing within the student population at Josip Juraj Strossmayer University of Osijek. Student sport
covers a range from recreational sports to obligatory physical education classes. Taking the existing
research into consideration, according to which 63%
of citizens older than 15 in Croatia use the internet
regularly1, and data that the internet is used by 96% of
young people between 15 and 24 years of age2, we can
assume that the internet is a crucial element of informing and communication within this population.
Sports activities among student population range
from recreational sports to competitions at the international level, when students represent the university
as well as their country. Exactly that wide range of activities indicates the quality approach to information
used by the numerous student population of the Josip
Juraj Strossmayer University of Osijek, about student
sport activities issues and their physical development. With the purpose of improving the quality of
student sport due to diﬀerent university components
and evolution of sports activities, program planning
has to be in agreement with students, for which the
internet is without a doubt the best channel.
Research goals of this paper are focused on student
recognition and knowledge of sports activities and
their usage of the internet as the source of information. Research goals include:
• Finding out how the targeted population informs itself about sports events at the Josip
Juraj Strossmayer University of Osijek and to
what extent is this form of informing diﬀerent from informing themselves about general
activities for students
• Determine the degree of obtaining information about sports events using oﬄine and online media
• Determine to what extent do the Josip Juraj
Strossmayer University of Osijek students
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think they know about the student sports activities at the university and in their faculties
and departments
• Determine to what extent are the Josip Juraj
Strossmayer University of Osijek students interested in student sports activities and which
factors are important to make the student
sport interesting
• To ﬁnd out which sports are attractive to Josip Juraj Strossmayer University of Osijek students
• Determine the current level of knowing about
the form of informing through the internet
media about sport activities at the Josip Juraj
Strossmayer University of Osijek
• Determine the knowledge of visual elements
of university sports union among its students

2. The Theoretical Framework
2.1 Sport in academic educational system
Academic sport, meaning the sport intended for
students, in its greater part takes place in the nonproﬁtable sphere, because its primary goal is the
satisfaction of students’ health condition. Certain
studies indicate that participating in student sports
activities is closely connected to their later life style,
meaning the freedom of choice to participate in
certain sports activities at university is connected
to the inner motivation for competition in all ﬁelds,
which is very important in that development stage
in life (Kimball, Freysinger, 2010: 118-121). Academic sport professionals cope with various challenges when trying to provide motivating and enjoyable experiences for students in physical education
(Spittle, Byrne, 2009: 253-254). In the academic system of the Republic of Croatia, this mostly refers to
physical education class as an obligatory course in
the initial years of university. Moreover, the structure and performance are very diﬀerent at diﬀerent
universities; there are diﬀerences at the Josip Juraj
Strossmayer University of Osijek itself in conducting this class in diﬀerent faculties. It all depends
on infrastructural conditions, i.e. sports facilities,
which are insuﬃcient, considering the number of
students at the university.
If we analyze the student sport in more detail, we
can deﬁne the diﬀerences, of which the most important component is the competitive spirit at the
local, university, national, European or world level.

The existence of bodies and unions such as EUSA,
European university sport association3 or FISU, International University sport federation4, which had
its beginnings in the 1950s and whose concern is to
take care of academic sport at the international level, surely indicates enough about the level of competition reached by the competitive component of
university sport. We can point out the Unites States
university sport, which is the leader in many sportsrelated issues compared to European universities.
The fact that the university itself by its scholarships
for athletes attracts many students outside the USA
indicates enough how much they invest in university sport and how much attention they pay to this
component within the academic community5.
If the academic sport is seen through the general division of sports activities, then sport itself can be divided into three main categories, which are physical
education classes, recreation and competitive sport.
The very last category of the academic sport has the
biggest marketing potential, because competitive
academic sport by its organization structure is quite
similar to professional sport. Universities from the
USA exhibit the major diﬀerence in this segment
when compared to other universities, which can be
seen in the number of seminars intended for sport
management and sport marketing at the universities in the USA6. The fact is that the competition in
academic sport in the USA, due to its popularity
and the source of income to universities, partially
justiﬁes the attention it receives7.

2.2 E-Marketing
Information technologies have thoroughly changed
the nature of marketing. The changes in the informational technology are at the same time threatening and encouraging for the capability of a company
to develop a long-term relationship with its customer, by supporting the marketing approach. Following the stated observation, it is necessary to point
out several deﬁnitions and explanations of the term
electronic marketing. Panian (2000: 87) indicates
that electronic marketing is the way for “eﬀectuating marketing activities of the company by intensive
use of information and telecommunication technology”. Chaﬀey, Ellis-Chadwick, Mayer and Johnson
(2009: 8-10) consider that the usage of e-marketing
and other digital technologies for accomplishment
of marketing goals is, also, a support to modern
marketing concept. Ružić, Biloš and Turkalj (2014:
3) suggest that this issue can be observed in diﬀerent aspects. In a narrow sense, e-marketing can be
viewed as a process of making oﬀers, determina-
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tion of prices, distribution and promotion, with the
goal of proﬁtable satisfaction of customers’ needs
in the digital market. On the other hand, when we
talk about online activities only as supplements of
standard oﬄine marketing activities for traditional
services or products, then the focus is on the wider
sense of e-marketing term.
The marketing scope that is used in traditional interpretation, and which is considered the basis for
the marketing theory, included the combining of
four elements – product, price, promotion and distribution (Meler, 2005: 177-310). These elements
inﬂuence each other and the optimization of the relation among them is key to every entity operating
in any market. The deﬁnition of service marketing,
as well as digital marketing, is expanding from the
original four to seven elements, adding three new
ones: process, physical evidence and people. The
classical 4P framework gained its popularity while
the product was the object of the exchange process
and thus in the center of the marketing research,
whereas service as the object of exchange started to
be studied much later, so new elements appeared8.
In most cases and interpretations of the marketing
scope in electronic marketing, classical 4P is still
used, and 7P is used in the way it adapts to market
conditions in which the business entity exists and in
which the exchange is conducted.
E-marketing brings new relations into the marketing mix by introducing new deﬁnitions that describe new factors, which have not been stated so
far. Mootee deﬁnes a completely new e-marketing
mix considering new 4P: participation, personalization, predictive modeling and peer-to-peer communities.9 Participation refers to an intensive customer
participation in the business entity’s processes in
a way where the customer redeﬁnes a production
process and creates a product according to his/her
wish. Personalization refers to everyday presence of
economic entities in the market with the goal to collect valid information about customers’ needs in order to create the product with a real use for customers. Information gathering after that requires also
an extensive analysis with a goal to send a message
to the customer about products or services. The
message has to be precise, prompt and appropriate
to the customer so that the customer can perceive it.
In order to send the message in this way, it is necessary to use particularly designed content and communicational channels adjusted to the customer. It
is not enough to gather and analyze data, it is necessary to have great knowledge about certain areas
and market besides the knowledge about the tool
application. This includes the collection of informa456

tion about every event that aﬀects the customer.
Prediction modeling or predictive modeling implies
very determined models that determine the market,
based on the gathered and analyzed data, to the micro level, i.e. to the level of each and every individual10. This opens up the possibility of personalized
approach and communication according to customers’ needs and habits. In this way, the possibility of
satisfying customers’ needs and desires is increased,
which is the basis and goal for every modern marketing approach. P2P (peer-to-peer) communities
designate the group of digitally connected people
that share common interests. Customers nowadays
have the possibility to communicate among themselves, and the internet has enabled them to do this
without geographical barriers, so the global market
is created in this way. The information exchange has
never been easier and more important. The proof
for this are online communities, blogs, forums and
widely popular social networks. All these communities allow easier understanding of customers’ attitudes about a product or service, deﬁne customers’
service approach, allow a simpler way of spreading
the messages to customers, and enable the customers to become companies’ greatest value. In this
way, the easier and long-term relationship with customers is created.

2.3 Marketing in sports or sports marketing
Using marketing in sport originates from its very
emergence as a competition sport, whereas more
serious and concrete usage of marketing in sport
is connected to the involvement of business entities into the competitive sport. Various businesses
have recognized sport as a large unused platform
with a great potential for promoting their products
and services. Some authors argue that the beginning of the sport marketing was in the 1870s when
American tobacco manufacturers placed pictures
of baseball players in boxes of cigarettes in order
to create loyalty and to increase sales (Božičković,
2004: 34-36). According to many authors, the modern concept of sports marketing is related to Mark
McCormick who signed a representation contract
with the golf player Arnold Palmer in 1960, which
led to the founding of International Management
Group (IMG), a leading company for sports management in the world (Božičković, 2004: 34-36).
The concept of sports marketing experienced its
full implementation in the Olympic Games in Los
Angeles in 1984 when the organizing committee
of the Olympic Games based its ﬁnancial structure
for the ﬁrst time upon cooperative sponsorship of
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several great sponsors, abandoning the model that
included many smaller sponsors (Božičković, 2004:
34-36). This model was later accepted by The International Olympic Committee, as well as promoters
of all big sports events and international associations of certain sports. This concept is used nowadays as well, with long-term sponsorship contracts.
Given the fact that one of the major tasks of marketing is to arouse a desire for a certain product or
service, sport as an activity is closely connected to
emotion and extremely suitable for getting close to
consumer groups. For this reason, many businesses
recognized potential opportunities in sports events.
By entering the competitive sport ﬁelds, companies
have increasingly started to aﬀect the development
of professional and amateur sports.
While considering the application of marketing in
sports, two basic conceptual diﬀerences, which marketing experts consider important to distinguish,
need to be deﬁned. These two concepts are marketing in sports and sports marketing. It is very important to point out that many authors do not have
a clearly deﬁned attitude on deﬁnition diﬀerences
between marketing in sports and sports marketing (Bartoluci, Škorić, 2009: 216-218; Novak, 1996:
19-23; Božičković, 2004: 34-36). The reason for this
lies in the fact that when deﬁning marketing in general, most of the authors indicate a certain concept
of special ﬁelds that have a certain speciﬁc application of marketing to certain ﬁelds. When deﬁning
the term marketing in sports, we start from applying the general marketing approach to sports ﬁeld in
the same way as to agriculture, culture, trade, or any
other. Under the general marketing approach in this
context, marketing strategy and various tactical and
operational activities are considered. Accordingly,
the application of marketing in sports is considered
to be the application of marketing in a speciﬁc area,
therefore a more frequently used term is sports marketing. Unlike the marketing in sports that involves
the application of general marketing regardless of the
marketing ﬁeld, the term sports marketing is considered to be the application of a speciﬁc marketing
framework with its own marketing philosophy. Thus,
“it can be said that marketing has its own philosophy,
because the one who is not familiar enough with a
speciﬁc (e.g. sport) activity, with all its characteristics and speciﬁcity, with obligatory knowledge about
marketing management, area of demand and supply
(for example sports), products and services, as well as
management knowledge, cannot make relevant decisions” (Bartoluci and Škorić, 2009: 216). Wakeﬁeld
(2007: 12) explained sports marketing as the creation of a fan base in which supporters, media, and

sponsors “pay to promote and support the organization for the beneﬁts of social exchange and personal,
group and community identity within a cooperative
competitive environment”. Smith (2012: 2-3) deﬁnes
sports marketing as the “process of planning how a
sport brand is positioned and how the delivery of its
products or services are to be implemented in order
to establish a relationship between a sport brand
and its consumers”. Furthermore, Smith (2012: 2-4)
continues to discuss two angles on sports marketing:
marketing of sports and marketing through sports
rather than focusing on sports marketing or marketing in sports.
Notable application of e-marketing in the sports
ﬁeld is of a recent date, experiencing its expansion
through aﬃrmation of social networks. Social networks are being used more frequently by sports organizations and athletes as a tool to communicate
with fans and other interested target groups (Pedersen, Thibault, 2014; Ratten, Ratten, 2011; Pfahl,
Kreutzer, Maleski, Lillibridge, Ryznar, 2012). There
are several types of social networks being utilized by
various sport organizations for diﬀerent communications goals, while Facebook, Twitter and YouTube
stand out as the most popular ones (Witkemper,
Lim, Waldburger, 2012: 170-171). Engaging with
social media as a university-level communication
tool has proven eﬀective due to positive business
experiences on the eﬀects of social media marketing and the high adoption rate of the social media by
the young target audiences (Constantinides, Zinck
Stagno, 2012: 3-4). Furthermore, social network
utilization at the university level can contribute to
increased enrolment level and enable students to
make better-informed decisions. The use of mass
marketing today is in all structures replaced by direct marketing since mass marketing has lost much
of its previous application and eﬀect. When using
mass marketing, the key issue concerning the effectiveness of marketing methods remains undeﬁned thus becoming diﬃcult to measure, due to
the broad population we are addressing. This broad
population includes the marketing ﬁeld that is not
in our focus and it is not and cannot become our
customer. With the appearance of digital marketing,
the target group has become much better deﬁned;
promotional messages are directed speciﬁcally toward those to whom they are intended. This fact is
especially noticeable in the area of sports11.
The internet, together with social media, oﬀers
a unique marketing communications method by
which various sport organizations (including the
university level ones) can attempt to overcome pre-
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vious challenges such as low interest levels from
fans, less media coverage and lower marketing
budgets than other organizations (Eagleman, 2013:
489). Ioakimidis (2010: 2) suggests two key elements
in the use of online services to increase the eﬀectiveness of online sports marketing: multimedia and
user interaction. However, creating value for target
audiences has become more diﬃcult over the years
because they expect more beneﬁts from online
experiences, including the development of social
connections. This approach brings challenges and
opportunities to business organizations including
various sport organizations. The aforementioned
approach was used to form the main research question: what is the most suitable medium to engage
university students and overcome communication
challenges of university-related sport activities?

3. Methodology
The main research focus in this paper was to
define the level of awareness of students about
sports activities that take place at the Josip Juraj
Strossmayer University of Osijek. Taking into account today’s communications tools, the student
population characteristics and the fact that the

means of communication for informing students
is inadequate, it can be safely assumed that the
level of awareness of students about sports activities is at a low level.
Considering the fact that available research on this
topic is somewhat scarce and only partially applicable, the used methodology was based on several
partially compatible papers and studies (Eagleman,
2013; Constantinides, Zinck Stagno, 2012; Witkemper, Lim, Waldburger, 2012; Pfahl, Kreutzer, Maleski, Lillibridge, Ryznar, 2012; Judson, James, Aurand,
2004; Safdar, Mahmood, Qutab, 2010; Perry, Anne
Perry, Hosack-Curlin, 1998) and additionally revised and adjusted according to the formulated
research goals. The proposed research framework
was additionally tested during a pilot study and additionally improved.
Based on the information from the Rector’s oﬃce,
there were 17,337 students at the University during
the academic year of 2013/2014. For the purposes
of the research, 10% of the student population were
involved and tested, thus creating a sample of 1,733
participants. The used quota sample was based on
the student share of each faculty or department at
the university level (Table 1).

Table 1 Sample overview
FACULTY OR DEPARTMENT

STUDENTS

SHARE

SAMPLE SIZE

Faculty of Economics

3,362

19.4%

336

Faculty of Law

2,511

14.5%

251

Faculty of Electrical Engineering

2,002

11.5%

200

Faculty of Agriculture

1,633

9.4%

163

Faculty of Philosophy

1,304

7.5%

130

Faculty of Civil Engineering

1,222

7.0%

122

Faculty of Medicine

936

5.4%

94

Faculty of Mechanical Engineering

914

5.3%

91

Faculty of Education

903

5.2%

91

Faculty of Food Technology

682

3.9%

68

Department of Mathematics

441

2.5%

44

Department of Cultural Studies

428

2.5%

43

Academy of Arts

244

1.4%

25

Department of Biology

231

1.3%

23

Catholic Faculty of Theology

208

1.2%

21

Department of Chemistry

163

0.9%

16

Department of Physics

153

0.9%

15

17,337

100%

1,733

Total
Source: Rector’s oﬃce
458
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The survey questionnaire consisted of 22 research
and 2 demographic questions. Survey questions
used a 7-point Likert scale (describing the level of
usage, frequency level, and level of agreement) and
several open-ended questions. In addition, it should
be noted that during data analysis, 7-point Likert
scales were treated as scale variables. Due to possible subjective perception of respondents when a
Likert scale is used, the conclusions should be considered with caution. The data were collected via
an online questionnaire and personal interviews
during 4 months’ time, March to June 2014 creating a dataset with 1,733 entries. Based on the sample data, 56.3% participants were female and 43.7%
male students; 27.5% were ﬁrst-year students, 30.5%
were second-year students, 19.2% were third-year
students, 12.1% were fourth-year students or ﬁrstyear graduate students and ﬁnally 10.7% were ﬁfthyear students or second-year graduate students.

4. Results
The research results describe the ways in which the
students learn about college sports and related information through online and oﬄine media. Based
on previous research, daily student internet usage
was expected. Almost 94% of the respondents use
the internet multiple times a day, slightly less than
4% use the internet once a day and the rest use it
less regularly. Based on the collected data, there is

a large diﬀerence among the devices used to access
the internet. Respondents primarily use their personal computers with the mean score (x) of x=6.38
and standard deviation (sd) of sd=1.37 and mobile
phones (x=5.68, sd=1.97) to access the internet
while tablets, institutional devices and other public
computers are not used to a greater extent (measured on a 7-point Likert scale).
It should be pointed out that the respondents were
asked two questions about using diﬀerent communication channels for information access. One question referred to the respondent’s attitude to general
methods of informing about students activities,
while the second referred to their attitude regarding
information channels of student’s sports activities,
which enabled their comparison. Again, a 7-point
Likert scale was used, with 1 representing the rarest
and 7 the most often used (every scale point was additionally described in order to avoid diﬀerent perception of a given scale; this approach was adopted
for every Likert-scale question). Respondents rely
the most on the social network Facebook when it
comes to general university information (x=5.73,
sd=1.76) and sports information at the university
level (x=4.82, sd=2.23), and then on friends or colleagues (x=5.27, sd=1.72; x=4.78, sd=2.1) as shown
in the graph (Figure 1). The study also conﬁrmed
that very few students are informed through oﬄine
media such as newspapers, radio or television for
both types of tested information.

Figure 1 Reported source of information
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Source: Authors’ research
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However, the paired t-test indicated that for each of
the stated information sources there is a statistically
signiﬁcant diﬀerence between general university
and sport university events. Analyzing the aver-

age score for each item in the conducted test it was
shown that the respondents are signiﬁcantly less informed about sports events (Table 2).

Table 2 Paired t-test for general university and sport-related information sources
Paired Diﬀerences
95% Conﬁdence
Interval of
Std. ErStd. Dethe Diﬀerence
ror Mean
viation
Lower
Upper

Mean

t

df

Sig.
(2-tailed)

Pair 1 At the faculty

.192

2.027

.049

.097

.288

3.947

1732

.000

Pair 2 Faculty web-site

.798

2.007

.048

.703

.893

16.554

1732

.000

Pair 3 Other web-site

.344

1.604

.039

.268

.419

8.927

1732

.000

Pair 4 Facebook

.911

2.150

.052

.809

1.012

17.632

1732

.000

Pair 5 Oﬄine media

.131

1.302

.031

.070

.192

4.187

1732

.000

Pair 6 Friend or colleague

.488

1.947

.047

.396

.579

10.424

1732

.000

Pair 7 Other

.165

1.153

.028

.111

.219

5.961

1732

.000

Source: Authors’ research

The study analyzed the recognition of university
sports events in relation to other student activities
(a 7-point Likert scale was used where 1 represents
extremely unrecognizable, and 7 extremely recognizable). The research shows, as it can be seen in
the graph (Figure 2), that nearly 50% of responses
are ranging between 3 and 4, from which we can
conclude that most of the answers are in the neutral
attitude of recognition of student sports with slight
inclination towards non-recognition. We can divide
the Likert scale into 3 sections and simplify the results: the left part with the score range from 1 to 3
indicates non-recognition (to some extent), the central section with the scale item 4 indicates neutral
attitude and the right section with the score range

from 5 to 7 indicates recognition. Consequently, it
can be observed that 48% of the answers were in the
lower (left) section, with only 23% of answers in the
right section. This information tells us that students
still consider student sports unrecognizable rather
than recognizable in comparison to other students’
activities. As seen in the chart (Figure 2), if we consider the gender distribution, the average score is
in the middle of the scale (female students average
score is x=3.5 while the male students population is
slightly lower, x=3.42). From this response, it can be
concluded that the male and female point of view
or recognition is similar. This was conﬁrmed by the
t-test, which indicates that there are no statistically
signiﬁcant diﬀerences (t=-1.052, df=1731, p>0.05).

Figure 2 Attitude indicator on recognition of public sports events compared to other activities for students with display of gender distribution
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Source: Authors’ research
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Respondents were asked about their own familiarity
with sports events at the university level and showed
average grades that point to mediocre knowledge
(x=3.21, sd=1.66). However, the t-test showed a statistically signiﬁcant diﬀerence in the knowledge on
gender level (t=22, df=1731, p=0.016), which suggested that the male respondents are more familiar
with sports events. In addition, respondents reported the level of agreement with the statements about
the level of their personal knowledge of the student
sports activities (Figure 3) using the 7-point Likert
scale. Research showed that the average grade of

recognition decreases as the level of organization
of activity increases. Respondents evaluated the
statement that they know when they have classes of
physical education with an average grade of x=5.03,
while the other four statements showed the average score of under 4 which conﬁrmed that they are
uninformed about both faculty and university level
sport activities. In other words, respondents are not
familiar with sports events organized at their faculty, academic sport achievements at the university,
national or even international level.

Figure 3 Evaluation grade of student sports activities
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Source: Authors’ research

Using a speciﬁc question, it was attempted to determine the level of visual recognition of student
sports by examining respondents’ familiarity with
the mascot of the Josip Juraj Strossmayer University sports federation. The total of 43 respondents
who answered that they do know what the mascot
looks like were asked a subsidiary question to describe the mascot in order to conﬁrm the recognition. Only 6 respondents (0.35%) gave the correct
answer to this question. The data on recognition of
the mascot is particularly interesting if we look at ﬁnal-year students who are presumed to have already
had the opportunity to familiarize themselves with
the university sports activities (4th and 5th year, i.e.
1st and 2nd year of graduate studies). From the total of 395 respondents only 7 of them (1.80%) said
that they knew what the mascot of university sports
federation looked like, whereas only 4 described it
correctly. The fact that 98% of respondents did not

know what the university sports federation mascot
looks like indicates that there is plenty of room for
improvement and that the extent of student ignorance in this respect should not be neglected.

5. Conclusion
This study deals with the topic of applying emarketing in university sport. In order to create a
complete picture of the research scope, the interrelation of (e-)marketing and sport (student sport
in particular) was described in general terms. In the
theoretical part, the framework of sports activities
related to academic institutions is deﬁned, the ways
they are organized, as well as which competitions
are organized at each level. It also describes the
importance of sports marketing and marketing in
sports for competitive sport as well as for the nonproﬁt segment of sport. In both cases marketing
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plays an important role in achieving goals of every
sports organization or individuals. It is in the sport
business segment that e-marketing plays an important role because of the form of its implementation,
as well as the target group it addresses using the internet and its tools as an important form of providing information.
The primary research was conducted on the student
population of the Josip Juraj Strossmayer University
of Osijek. The research showed that the internet is
the most commonly used among student population for both general information about student
activities, and for information about student sports
activities. When analyzing the results of the research related to the student knowledge about the
university or the student sports, it can be concluded
that students are insuﬃciently familiar with the student sports activities at the Josip Juraj Strossmayer
University of Osijek. Research has shown that students are not familiar with the image of the University Sports association mascot and have no knowledge about the existence of student sports website.
Information about student activities are gathered
from other students, whereas equally popular is
sharing the information via Facebook. A very small
number of students is informed through other web
sites and oﬄine media such as newspapers, radio
or television. The research has shown that the Josip Juraj Strossmayer University of Osijek students
think that they are not suﬃciently informed about
student sports activities. As the conclusion of the
research, it can be said that students are not suﬃciently informed about student sports activities and
that the main source of information about students
activities is the internet and the word of mouth,
with great emphasis on social networks and the usage of mobile phones to access the internet.
It is important to emphasize that Josip Juraj Strossmayer University of Osijek sport has great potential
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and organized activities are not suﬃciently represented within the internet medium.. Therefore,
further research of this subject can involve the organization obstacles and the Josip Juraj Strossmayer
University of Osijek potential. The provided study
suggests a foundation from which future research
on the internet and social media usage within university and other organizations can be based. This
study examined the internet use from the student
perspective, but it is possible that a future study
could take into account the organization’s and the
sport consumer’s perspectives, and possibly the
sponsors’ perspectives as well. It is beyond doubt
that in the future the application of the internet as
the media providing information about university
sport will grow, together with constant growth of
the internet and mobile devices. Mobile applications
are the subject that needs further research because
this area is insuﬃciently explored and certainly has
a great potential. Future research eﬀorts may additionally focus on behavior and habits of student
internet users, mobile internet and social network
usage in university level sport related activities. In
addition, future research eﬀorts on this subject may
involve a larger number of Croatian universities and
other countries as well in order to produce a platform for comparable situational analysis.
This research paper suﬀers from several limitations.
Self-reporting could be subject to personal projection of a respondent and could therefore contain
unreliable and incomparable data. Due to possible respondent subjective perception of the used
Likert-scale items, the conclusions should be considered with caution. Therefore, the self-reporting
measurement is a clear limitation of the collected
data and could have an impact on the given conclusions. Future research activities should consider a
more objective measurement of internet usage, attitudes and opinions.
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ULOGA DIGITALNOG MARKETINGA
U SVEUČILIŠNOM SPORTU: PRIKAZ ISTRAŽIVANJA
NA VISOKOOBRAZOVNOJ INSTITUCIJI U HRVATSKOJ
Sažetak
Važnost studentskih sportskih aktivnosti u strukturi akademskoga obrazovanja je nedvojbeno značajna.
Međutim, sveučilišni sport je jedan od elemenata akademskoga obrazovanja koji na globalnoj razini nije
primjereno zastupljen kao predmet istraživanja kako na znanstvenom, tako i na stručnom području. Globalnim razvojem sveučilišnoga obrazovanja, utemeljenim na povećanoj međudržavnoj i međukontinentalnoj mobilnosti studenata, te snažni globalni razvoj ICT tehnologija, otvara se potpuno novi pristup sveučilišnom sportu i stvaraju se nove mogućnosti analiziranja njegovoga utjecaja. Rad se usredotočuje na
komunikacijske mogućnosti interneta kao digitalnoga medija koji se može koristiti kao sredstvo unaprjeđivanja studentskoga sporta i sličnih studenskih aktivnosti, uzimajući u obzir obilježja i navike studentske
populacije. Primarno istraživanje je provedeno na uzorku studenata Sveučilišta Josipa Jurja Strossmayera
u Osijeku. Istraživanje je pokazalo nekoliko zanimljivih trendova o studenskim navikama povezanim s općenitim načinom informiranja o studenskim aktivnostima, kao i načinu informiranja studenata o studenskim sportskim aktivnostima na sveučilišnoj razini. U radu je prikazan kratak pregled dostupne literature
o sportskom marketingu te se ukazuje na nekoliko važnih smjernica za daljnja istraživanja. Na temelju
istraživanja potvrđena je pretpostavka da je internet ključni element u povećanju marketinškoga potencijala sveučilišnoga sporta. Usporedbom s referentnim svjetskim sveučilištima, provedena je analiza digitalnih
marketinških aktivnosti kako bi se utvrdili prijedlozi za stvaranje i/ili poboljšanje digitalnih marketinških
alata kao što su mrežna-sjedišta, društvene mreže ili mobilne aplikacije u svrhu korištenja marketinškoga
potencijala kojega ima sveučilišni sport.
Ključne riječi: digitalni marketing, sportski marketing, sveučilišni sport, društvene mreže u sportu, sportske mobilne aplikacije
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MACROECONOMIC ENVIRONMENT
AND GREENFIELD FOREIGN DIRECT
INVESTMENT OF HOTEL BRANDS
Abstract
The powerful attraction of foreign direct investment (FDI) is particularly important for further development of tourism. The strategically focused attraction of FDI in tourism has a much higher signiﬁcance
because of the multiple eﬀects in relation to other segments of the economy. In this context, it is necessary
to highlight the investment engagement and the presence of globally branded luxury hotels.
The purpose of the study is to assess the macroeconomic environment, the eﬀects of greenﬁeld FDI in
tourism and, consequently, the presence of global hotel brands using the comparative analysis of the selected countries as the methodological basis of this study. The research results indicate that a favorable
macroeconomic environment plays an important role in attracting foreign capital. Countries that have a
more favorable macroeconomic environment attract more greenﬁeld FDI, and provide a greater presence
of global hotel brands, and thus greater competitiveness. Also, the political stability, the encouraging macroeconomic business conditions, the elimination of administrative and legislative barriers, the elimination
of the country’s image as a corrupt destination and tourism staﬀ education at all levels are particularly
important for FDI in tourism.
Keywords: Greenﬁeld foreign direct investment (FDI), macroeconomic environment, tourism, global hotel
brands

1. Introduction
For making further investments in Croatian tourism
as well as to further improve its competitive abilities, Croatia will have to ensure adequate measures
to attract foreign capital and improve the country’s
overall economic picture in order to maximize the
positive and minimize the negative aspects of the
investment. The adequate measures of macroeconomic policy are those of crucial importance for anticipatory determining which type of foreign capital
to attract into the country, which standards to stick
to and how they will aﬀect the overall economy.

Given the expectations of the Croatian government
regarding the entry of foreign capital in tourism, the
aim of this paper is to assess the role that macroeconomic environment plays in attracting FDI on the
example of selected countries, the eﬀects of greenﬁeld FDI in tourism and, consequently, the presence
of global hotel brands.
The authors’ starting point of the research is the
fact that countries with a favorable macroeconomic
environment attract a higher level of greenﬁeld FDI
in tourism and ensure a greater presence of global
hotel brands.
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The methodological basis of the present work is
based on a comparative analysis of the Republic of
Croatia with selected countries in the period from
2001 to 2015, depending on the available data. In
the analysis, for comparison with the Republic of
Croatia, the countries that are competitive with
Croatia are included considering their similar tourism product, the fact that they compete to attract
tourists from the same source markets and taking into account the forecast of the World Travel
& Tourism Council (WTTC) that considers these
countries the greatest competitors of Croatia according to the forecasts for 2021.1 The analysis also
includes Turkey and Montenegro (the countries
with upper middle income) as well as Cyprus and
Greece (the countries with higher income). Moreover, the selected countries are direct competitors of
Croatia in attracting the FDI.
The paper is divided into six logically connected
parts. After the introduction, the overview of the
existing research is provided. The third part of the
paper presents a comparative analysis of the macroeconomic environment of selected countries. In
the fourth part of the paper, given the lack of oﬃcial
data on FDI inﬂows on the sector level of selected
countries, the presence and eﬀects of greenﬁeld investments in tourism according to the data of fDi
Intelligence (a Financial Times subsidiary) for the
period from 2003 to 2012 is analyzed.2 Finally, in
the conclusion, the research results are synthesized.

2. Research review
Despite the constant increase in the number of tourist trips and eﬀects (increase in the number of tourists, increase in the number of overnight stays, the
growth in tourism revenues) as well as the increase
of FDI in the past 20 years, the area covered by FDI
in tourism is still insuﬃciently explored. Sinclair
(1991) argued that FDI in tourism is a “neglected
area” of studies related to tourism; Zhang, G. (1999),
who is considered a pioneer in the ﬁeld of research
of FDI in tourism, believes that his research will be
academically signiﬁcant for further research in the
mentioned area3; the World Tourism Organization
(WTO) stresses that FDI and tourism have just recently been deﬁned and explained, so that FDI in
tourism is considered a new and insuﬃciently explored area. Following that statement, the organization proposes some indicators for measuring FDI in
tourism.4 Dwyer et al. (2010) argue that the precise
470

data on the number of FDI in tourism in the global
tourism industry is missing. The above is a consequence of the fact that diverse and inter-related
tourist activities make the compilation of statistics
relating to tourism practically impossible.
Dunning and McQueen (1982) were the conductors of
the pioneer research on the eﬀects of FDI in tourism.
The research was conducted in a sample of 418 ﬁveand four-star hotels worldwide. The research results
showed that larger hotels, the hotels located in the city
and ﬁve-star hotels, generate more revenue per room.
Foreign hotels have a signiﬁcantly higher average level
of added value compared to the local hotels. As for
the foreign exchange costs, the research shows that
architects and designers of transnational corporations
use domestic materials wherever possible. Moreover, as regards the foreign labor employment in the
countries, in the ﬁrst years, managing positions were
generally occupied by foreign workers, while domestic
workers received other jobs/work. After the training,
some of the most important positions can be taken
over by domestic workers. Furthermore, the research
has shown that the transfer of skills was an important
factor in the development of the domestic hotel sector,
especially in the four-star hotels where almost all senior staﬀ received training and experience working in
hotels owned by transnational corporations. Also, the
hotels owned by transnational corporations in developing countries employ more staﬀ per bed as opposed
to the hotels owned by transnational corporations in
developed countries (because of the diﬀerences in the
economies of scale - in developed countries, the average hotel is about 50% bigger than in developing countries, the age of the hotel, capacity utilization rates or
length of guests’ stay). The evidence of a strong exploitation by transnational corporations has not been
found.
So far, the United Nations Conference on Trade
and Development (UNCTAD) has done the most
extensive study that examined the direct eﬀects,
the indirect eﬀects, the spillover eﬀects and the
microeconomic implications of FDI in tourism.5
The study was conducted at global foreign hotels
in Bhutan, the Dominican Republic, Kenya, Mauritius, Morocco, Sri Lanka, Tanzania and Tunisia. It
was conducted through interviews and surveys that
tested the hypothesis about the expected eﬀects of
FDI. The aforementioned study concluded that FDI
and transnational corporations have the potential
of signiﬁcant contribution to the developing countries’ tourist economy. They can provide access to
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tangible and intangible assets that are required in
the developing countries to become important players in the global tourism market. But they are not a
panacea and can only be eﬀective as part of an appropriate overall policy framework.
Through interviews conducted with managers of
123 hotels in foreign and domestic ownership in
Mozambique, Tanzania and Ethiopia, Fortanier and
Van Wijk (2010), the impact of foreign investment
on employment in the hotel industry was examined.
They explored the quantitative eﬀects (assuming
that foreign hotels employ more staﬀ ) and qualitative eﬀects (assuming that foreign hotels frequently
carried out a training of employees, the transfer of
knowledge and skills to the local employees, assuming that foreign hotels pay higher salaries and that
the turnover per employee in foreign hotels is lower
than in local hotels). The research results were positive: an increase in the number of the hotels leads
to an increase in employment, but foreign hotels
“snatch” the local hotels’ best staﬀ and were able to
keep them for a long time. For this reason, local hotels do not invest in the knowledge of their employees. Foreign managers facilitate the improvement of
the local staﬀ skills because hotels often rotate them
around the world to gather as much knowledge and
high standards of service.
The International Finance Corporation (IFC) has
explored the impact of two hotel investments in the
tourism sector.6 The analysis was performed over
the Hyatt Regency Hotel in Kiev and the Monasterio Hotel in Machu Picchu, and it was focused on
determining the payments the hotels made for staﬀ
salaries, utilities and ﬁscal burden; the hotel guests’
consumption outside the hotel (transportation,
retail, food and drinks, etc.); the hotels’ direct and
indirect creation of foreign currency; all the suppliers of goods and services in hotels in order to determine their number of employees, salaries and taxes,
and the eﬀects on families who receive salaries from
the hotel and on those who are in the supply chain
associated with hotels. The study also showed the
costs that occur when operating in a poor business
environment and when the sector is being poorly
managed. The studied hotels have a signiﬁcant impact on the local development of the two destinations. The investments in ﬁve-star hotels have diversiﬁed the oﬀer of accommodation which enabled
further growth of the tourism sector at the destinations. The hotels have also aﬀected the business
reputation of the destinations (after the opening of

the Hyatt Regency hotel in Kiev, conference tourism
has grown by 35%). Both hotels have also set high
standards of social responsibility through donations
of goods and services to the local community.
Among domestic research, it seems useful to point
out the work of Bezić et al. (2010), who investigated
the causal link between the number of foreign tourist arrivals and total FDI in the Croatian economy in
the period from 1996 until 2008. The study results
pointed to a one-way causal relationship between
the number of foreign tourist arrivals and the total
FDIs in the Croatian economy. They conclude that
the FDI associated with the entry of major hotel
brands mostly bypass Croatia, due to the low proﬁtability of the hotel sector and unresolved ownership
issues in tourist areas. They also believe that Croatia lost millions of euros worth of investments that
could create thousands of new jobs because of its
slow and ineﬃcient administration.
Kunst (2011) analyzed the conditions and limits
of the FDI in Croatian tourism. He concluded that
Croatia did not distinguish itself in attracting foreign investment in its hotel and tourist oﬀer, especially when it comes to greenﬁeld investments. He
also believes that maintaining a minimum continuous investment in Croatian tourism implies an increased turning to foreign investors who can only
be attracted if current investment restrictions are
removed. Closely related to the context of this work,
he considers devastating the fact that there are only
a few global hotel brands in Croatia.
It is also important to point out that most of the
works focused on the issues of association of FDI and
tourism development are based on examining the
relationship of FDI and the number of foreign tourist arrivals and tourism revenues, i.e. the testing of
so-called FDI led-tourism hypothesis (Salleh et al.,
2011: 251). The available existing studies indicate
diﬀerent results of association of tourism development and FDI, those total and those aimed at tourism. Most of the works have proved a one-way causal
relationship between FDI and the number of foreign
tourist arrivals (Tang et al., 2007; Zhang et al., 2011;
Selvanathan et al., 2012). There is also one-way causal
link evidence of the number of foreign tourist arrivals
to FDIs (Katircioglu, 2011), as well as the evidence
of the two-way link between the observed variables
(Salleh et al., 2011; Samini et al., 2013).
Even though there has been an increase in recent
years, it can be concluded that the number of sci-
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entiﬁc papers which explore the relationship between tourism and FDI in tourism is rather scarce,
especially in the domestic environment. The results
obtained so far are dispersed and mixed. The reason for the above is in the economic eﬀects, for example hotels, which vary from country to country,
from city to city, depending on the conditions in
a particular location. Also, the impact and signiﬁcance diﬀer depending on the hotel categorization
because more luxurious hotels usually result in a
major economic impact.

3. Macroeconomic environment as a
prerequisite of attracting foreign direct
investment
To understand the importance of FDI, it is important to consider the overall importance of tourism
for the selected countries, as well as the factors of
the macroeconomic environment for foreign investment.

3.1 The importance of tourism for the selected
countries
Tourism is a speciﬁc resource that serves as a potential for the development of Croatia and the countries

included in the comparative analysis of this paper.
One of the ways of further development of tourism is certainly a more powerful attracting of FDI.
This is especially true at the present time of scarce
ﬁnancial resources. Taking into consideration the
economic conditions in the wider environment and
the economic situation in which Croatia ﬁnds itself,
it seems reasonable to assume that further development of Croatian tourism is largely dependent on
foreign capital. The analysis of this study included
those countries that are competitive to Croatia,
considering the similar tourism product they are
oﬀering and given the fact that they compete to attract tourists from the same source markets. Thus,
the analysis included two countries with upper
middle income, Turkey and Montenegro, and two
countries with high income, Cyprus and Greece.
Also, the selected countries are direct competitors
of Croatia in attracting FDI.
In world terms, tourism is a signiﬁcant socio-economic phenomenon, but for the selected countries
its development role is crucial. This is conﬁrmed
by the WTTC data. The contributions of travel and
tourism to the GDP and employment in the selected
countries are shown in the table below.

Table 1 The importance of travel and tourism to GDP in selected countries, year 2015

Direct contribution to GDP

Croatia

Montenegro

Turkey

Cyprus

10.1

11.3

5.0

6.4

23.2

22.1

12.9

19.3

Greece

Europe

World

7.6

3.5

3.0

18.5

9.6

9.8

(% of total)
The total contribution to GDP
(% of total)
Source: WTTC (2016), “Travel & Tourism Economic Impact 2016”7

The table shows that the direct and total contribution of travel and tourism to GDP is much more important for the observed countries than for Europe
and the world. They have the largest contribution
to GDP of travelling and tourism in Croatia, they
make up 23.2% of the total contribution to GDP.
This is proof that the Croatian economy is the most
dependent on tourism of all the surveyed countries.
The next country is Montenegro, whose total contribution to GDP equals 22.1%, followed by Cyprus
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with 19.3%, Greece with 18.5% and Turkey with
12.9%. At the European level the contribution is of
9.6%, and at the global level of 9.8%.
It is possible to examine the importance of tourism
for a given economy through the share of tourism
revenues in the GDP, which reﬂects the relative importance of income for a speciﬁc economy and its
international competitiveness. The above is shown
in the ﬁgure below.
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Figure 1 The share of revenues from international tourism in GDP (in %), 2001 – 2014
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Source: Authors’ calculations according to the data from the World Bank, Available at http://data.worldbank.org (Accessed on: May 31, 2016)8

It is interesting to note that in two of the most developed countries, as far as tourism is concerned,
the share of revenues from international tourism in
GDP is the smallest. In 2014, this indicator for Turkey was 4.7% and for Greece 8.3%. The largest share,
and thus the greatest dependence of the economy
on tourism, was recorded for Croatia and Montenegro. In 2014, the revenues of international tourism
in the Croatian GDP equal 17.6%, while in Montenegro they equal 20.9%.

3.2 Analysis of the factors of FDI in the tourism
sector of the observed countries
In continuation of this paper, the analysis is being
made on the macroeconomic environment, the investment risk and credit rating, infrastructure, exchange rates, tax system and the interest rate of the
Republic of Croatia, Greece, Cyprus, Turkey and
Montenegro.

3.2.1 Macroeconomic environment
The interest of the authors, and thus the present
work, involves an approach that can be used analytically and comparatively to evaluate the signiﬁcance
of the macroeconomic environment in terms of the
contribution of greenﬁeld FDI in tourism.
The overall economic system aﬀects the inﬂow of
FDI through a variety of economic characteristics

within the country. These solutions include the
characteristics of the labor market, social agreements and ﬁscal discipline which, among other
things, determine the state investment and the balance of payments deﬁcit that could aﬀect the stability of the exchange rate.9 Also, taxes and tax breaks
that a country oﬀers play an important role when
considering the investment decisions for a particular market. The exchange rate policy also plays an
important role because the exchange rates’ variation may aﬀect the entire property of the host country of FDI, the value of the gained proﬁt and subsidiary export (Sekur, 2012: 172).
The macroeconomic policies play an important role
in attracting foreign capital, as foreign investors
direct their capital to countries where greater predictability dominates and where it is possible to implement a safer planning of returning the invested
capital (Jovančević, Šević, 2006: 5). The goal of these
policies is to create a macroeconomic stability, i.e.
a sustainable economic growth, low inﬂation, nonrisky foreign exchange rates, low unemployment,
ﬁscal discipline and adequate coverage of reserves
(Neuhaus, 2006: 147).
The investment environment as a factor of foreign
investment refers to a set of indicators of economic
and market power of the country, development of its
natural and human resources, and infrastructure development. It also refers to a set of indicators of polit-
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ical stability that aﬀects the credit risk of the country,
legislative transparency and government agencies’
eﬀorts to promote the FDI (Babić et al., 2001: 9).

The motives because of which the foreign investors
decided to do the greenﬁeld projects in Croatia in
the period from 2003 to 2012 are shown in Figure 2.

Figure 2 The most important determinants of Croatian selection as a location for investment (the percentage of projects that led to the investment motives)

5%

5%

5%

5%

5%
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government
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Realestate

Othermotives

9%

Theavailabilityof
skilledlabor

9%

The
attraction/qualityof
life

14%

Naturalresources

Proximityto
marketsor
consumers

Legislationandthe
business
environment

Growthpotentialof
domesticmarket

18%

Presenceofthe
supplierorJV
partners

36%

Infrastructureand
logistics

41%

Note: a sample of 22 projects
IPA - Instrument for Pre-Accession Assistance
Source: fDi Intelligence from The Financial Times Ltd: FDI into Croatia, January 2003 to November 2012, p. 510

In the period from 2003 to 2012, the growth potential of the domestic market, legislation and the
business environment, and proximity to markets
and customers were cited as the three key reasons
for the investments in Croatia. Globally, these three
key reasons are the most important determinants of
investors’ location selection.
The market size of a particular country (measured in
GDP / PC) is increasing with the economic growth
and it is encouraging foreign companies to increase
their investments. Rapid economic growth leads to
the high level of aggregate demand that stimulates
the greater demand for investments, including the
FDI (Zhang, 2001). Also, better economic performances in the destination country provide better

infrastructure facilities, greater opportunities for
proﬁt and greater incentives to attract FDI.

3.2.2 Investment risks and credit rating
Every country is a potential destination to a foreign
investor and his capital. But given that every investor is a rational investor, one of the most important
criteria when choosing a country in which to invest
their capital is the risk investment in the country
as well as an expected return on the investment. A
higher credit rating means a lower risk and at the
same time a greater number of investors who are
willing to invest in the economy (Kersan-Škabić,
Mihovilović, 2006: 9). The credit rating of the analyzed countries is shown in the table below.

Table 2 Credit rating of the analyzed countries
S&P

Moody‘s

Fitch Ratings

Cyprus

B- (stable)

CAA3 (positive)

B- (negative)

Greece

B- (stable)

CAA3 (stable)

B- (stable)

Montenegro

BB- (negative)

BA3 (stable)

No data

Croatia

BB (stable)

BA1 (negative)

BB+ (negative)

Turkey

BB+ (negative)

BAA3 (negative)

BBB- (stable)

Source: Made by the authors using the data from agencies’ websites, April, 2014
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The table shows that Cyprus and Greece currently
have the worst credit rating. The Croatian rating is
slightly better, but the fact still remains that it stands
in a non-investment speculative rating category. Although Turkey currently has the best credit rating,
it should be noted that it stands at the very bottom
of the investment rating category.

When a potential investor decides to invest in a particular country, he will certainly want to see its general conditions. Very good sources of information
are the reports of well-known global institutions
such as the World Bank and UNCTAD. The evaluations of selected countries according to the most
well-known reports are shown in Table 3.

Table 3 The ratings of selected countries in international indicators, 2015-201611
TICP Index
2015

IMD World
Competitiveness
Yearbook 2016

WB Doing
Business 2015

WEF Global
Competitiveness
Index 2015-2016

Index of Economic
Freedom 2016

Cyprus

32

-

47

58

20

Montenegro

61

-

46

67

72

Greece

58

56

60

81

119

Croatia

50

58

40

77

83

Turkey

66

38

55

45

73

Source: Available at: www.doingbusiness.org, www.unctad.org, www.weforum.org, www.imd.ch, www.transperancy.org
(Accessed on: May 28, 2016)12

Cyprus is considered to be the least corrupt and
the country with the easiest working conditions.
Among the selected countries, the most competitive are Cyprus and Turkey. As for the economic
freedom, Cyprus is mostly a free country; Montenegro, Turkey and Croatia are moderately free countries, and Greece mostly is not a free country.

3.2.3 Infrastructure
The next important component of the macroeconomic environment is the total infrastructure quality assessment. The abundance and high quality of

production resources constitute a good basis for
production in both local companies and enterprises
created through FDI. Multinational companies are
also motivated by the diﬀerences in price of production resources between the state of origin and the
state into which the company is expanding, as well
as in countries in the region that could potentially
compete for FDI (Babić et al., 2011: 11). The total
infrastructure quality assessment (which includes
traﬃc, telecommunication, and energetics) in select
countries according to the World Economic Forum
data is shown in the following ﬁgure.13

Figure 3 Total infrastructure quality, 2015
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Notes: 1 = very undeveloped, 7 = prevalent and eﬃcient according to international standards
Source: Made by the authors with reference to data in Global Competitiveness Report 2015-16, World Economic Forum, 2016
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All of the selected countries except Montenegro
ranked high on the total quality assessment, with
Cyprus having the most developed infrastructure.

3.2.4 Currency exchange rate
The currency exchange rate movement is important to consider when devising monetary policy. A
country can use the exchange rate to inﬂuence the
investment environment in the national economy
and aﬀect its attractiveness to FDI. The currency
exchange rate is a variable that can aﬀect the country’s ability to attract FDI negatively or positively
Inappropriate macroeconomic policy can result in
an overvalued exchange rate which discourages FDI
(Kyereboah-Coleman, Agyire-Tettey, 2008). The inﬂuence of the exchange rate movement on FDI is
twofold and depends on the purpose of produced
goods (Bénassy-Quéré, 2000: 4). If the investor is
present on the local market, FDI and commerce are
substitutes. On the one hand, local currency appreciation will increase the inﬂow of FDI because the
buying power of native inhabitants will increase.
On the other hand, local currency depreciation
increases the inﬂow of FDI due to reduced capital
costs. This is especially evident when foreign companies recognise speciﬁc assets in target markets. If
the purpose of FDI is production for re-export, then
FDI and commerce are complements. Local currency appreciation will reduce the inﬂow of FDI due to
the decline in competitiveness (higher labour and

capital costs) and reduced wealth of foreign investors. Investors postpone their investment when the
currency used in target markets gains value; they
speculate, waiting for the currency to depreciate so
that they might maximise their investment proﬁts.
Due to the described behaviour of investors, there
is a signiﬁcant period of time between the change of
exchange rate and the ﬂow of FDI.
Currency exchange rate volatility contributes to
external uncertainty in the economy, which has a
big inﬂuence on the inﬂow of FDI. The lack of information in volatile environments prevents the inﬂow of FDI and, unlike portfolio investment, oﬀers
few tools to the investors to protect against such
risk (Bénassy-Quéré, 2000). But high currency exchange volatility does not always relate negatively
to the inﬂow of FDI. If there is a small diﬀerence
in buying power between the trading countries, a
two-way FDI can be established, and the diﬀerence
can become a tool with which the local producers
can protect against risk brought on by an unstable
currency rate environment.
As far as the currency exchange rate is concerned,
all of the observed countries, except for Turkey and
Croatia, use the euro as their oﬃcial currency. The
euro is used in Montenegro even though it is not ofﬁcially a part of the European Union. Figure 4 shows
the exchange rate of the Turkish lira and the Croatian
kuna compared to the euro to assess the macroeconomic conditions for attraction of foreign investors.

Figure 4 Croatian kuna and Turkish lira to euro exchange rate from 2001 to 2015 (percent change
compared to 2001, yearly median value of average exchange rate)
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Source: Authors’ calculations according to data from the Eurostat, Available at: http://ec.europa.eu/eurostat/web/tourism/data/database (Accessed on: May 31, 2016)14
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The ﬁgure clearly shows that by 2015, the Turkish lira had dropped in value by a signiﬁcant 174%
when compared to the euro in 2001. In the same period, the exchange rate of the Croatian kuna has remained practically unchanged. Turkey, unlike Croatia, has no issues with the monetary scissors eﬀect,
which is one of the most relevant factors that has
eliminated greenﬁeld investments in Croatia, so it
is only logical that foreign investors protect against
monetary inﬂuence in the country.

3.2.5 Tax systems and incentives
Unavoidably, foreign investment incentives that are
in eﬀect in several of the selected countries must be
considered. The ﬁscal system plays an important
role in attracting FDI, thus it needs to be transparent and easy to understand. Even though investors
prefer low tax rates (and initial tax loans), the complexity of the ﬁscal system and the method of tax
collection is considered important as well. Foreign
investors usually observe the investment environment as a whole. Big tax reliefs, one of the most

popular measures for attracting foreign investment,
do not attract foreign investment by themselves
(Babić, 2001: 13). A stable tax system with higher
tax rates is preferred over systems with low tax rates
in an unorganised institutional environment (Sekur,
2012: 172). It is believed that a decline in income tax
rates on the global market is a consequence of competition between tax systems of diﬀerent countries;
i.e., a consequence of income tax as the relevant factor of FDI (Jovančević, Šević, 2006).
Today, there are over 10,000 economic development
agencies in 200 countries worldwide, competing in
attracting FDI. However, there are a limited number
of productive, strategic and visionary investments.
Incentives by investment can be divided into tax,
ﬁnancial, and other incentives. Tax incentives are
linked to income tax and other tax reliefs, while ﬁnancial incentives consist of subsidies, employment
incentives and research and development incentives.
The following ﬁgure shows the income tax movement in selected countries from 2001 to 2015.

Figure 5 Income tax rates in selected countries from 2001 to 2015
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Source: KPMG’s Corporate Tax Rate Survey – An international analysis of corporate tax rates from 1993 to 2006 (2006),
online report, Available at: http://people.stern.nyu.edu/adamodar/pdﬁles/articles/KPMGtaxratesurvey.pdf (Accessed on:
April 21, 2014)15
KPMG Corporate tax rates table, Available at https://home.kpmg.com/xx/en/home/services/tax/tax-tools-and-resources/tax-rates-online/corporate-tax-rates-table.html (Accessed on: May 25, 2016)16

The income tax rates from 2001 to 2012, in selected countries, have been in decline or have remained constant throughout the observed period.
After 2013, the income tax rates started rising in
Greece and Cyprus. Data for Montenegro was

available only from 2005 onward, but Montenegro
shows a constant rate of 9% and also the lowest
rate among the observed countries. The tax rate
in Cyprus fell from 28% to 10% by 2012 and then
slightly increased to 12.5% till 2015. This made Cy-
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prus rank second in competitiveness with regards
to income tax rates. In 2001, the highest income
tax rate, 37.5%, was recorded in Greece, which was
in decline and fell to 20% in 2012 and rose again
in 2015 to 29%. Croatia, along with Turkey, ranks
third. Croatia has had a constant rate throughout the observed period, while Turkey had a rate
of 33% in 2001 which dropped to 20% by 2015. In
2015, the highest income tax rate, 29%, was recorded in Greece.

By comparing the changes in income tax rates with
the inﬂow of FDI per capita, it is evident that the
lowest income tax rates correspond with the highest
inﬂow of FDI per capita.
It is also useful to look at the total tax rate in individual countries. The inﬂuence of tax rates on business or investment is to be determined according to
the World Economic Forum data.

Figure 6 Tax rates and their inﬂuence on business/investment (2015-2016, weighted mean)
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5 = there are no limitations to business or investment
Source: Made by the authors with reference to data from The Global Competitiveness Report 2015-2016, The World
Economic Forum, 2016

The ﬁgure makes apparent that Croatia is the least
competitive country as far as total tax rates are
concerned. Croatia is followed by Montenegro and
Turkey, while Cyprus and Greece rise as the most
competitive among the observed countries.

3.2.6 Interest rates
Interest rates determine capital costs. Even though
the connection between FDI and interest rates is
unclear, relatively higher interest rates in the host
country will generally discourage corporate expansion on the local capital market and therefore lead
to increased FDI (Piteli, 2010: 121). Higher interest
rates ensure a higher return on equity which is expected to increase FDI if the corporation makes investments to proﬁt from greater returns on equity.
But this eﬀect is more likely to happen with portfolio investment than foreign investment because
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transnational corporations usually borrow money
on the domestic capital market and return on equity
is not the reason for their investment.17 If the interest rates in the host country are much higher than
on the international market (which is an indicator
of an unstable economy), FDI will be lower. Higher
interest rates imply more expensive investment and
the prolonging of FDI. This leads to the conclusion
that the connection between FDI and interest rates
is negative (Tsen, 2005: 98). In addition, higher interest rates point to a bad macroeconomic environment and increased market risk.
The conditions for determining interest rates diﬀer
from country to country, which renders comparing
them less relevant. However, comparing changes
in short term interest rates in the observed countries is signiﬁcant, and is shown in the following
ﬁgure.
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Figure 7 Movement of short term interest rates from 2002-2015
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Source: Eurostat website, Available at: http://ec.europa.eu/eurostat/web/tourism/data/database (Accessed on: May 31,
2016), European Commission Annual Macro-Economic Database, Available at http://ec.europa.eu/economy_ﬁnance/
ameco/user/serie/Select Serie.cfm (Accessed on: May 31, 2016)18, Central Bank of Montenegro, Available at http://www.
cb-cg.org/eng/ (Accessed on: May 31, 2016)19

The biggest decline in short term interest rates during the observed period is shown for Turkey, where
interest rates fell from 49.6% in 2002 to 10.7% in
2015. However, in 2015, interest rates were still
highest in Turkey, 10.7%, followed by Montenegro,
8.3% (data for 2014), while Greece, Cyprus and Croatia as members of the European Union have the
lowest interest rate.

4. Greenﬁeld FDI into selected countries’
tourism
Tourists are becoming better informed and more
demanding, and many developing countries as well
as less developed countries prioritise attracting FDI
and global brands into tourism to reap the beneﬁts
of increased income brought by global tourism. Entry of international hotel chains that own globally
recognisable hotel brands is a signiﬁcant contribution to the hotel oﬀers of selected countries. The international hotel chains usually enter developed and
attractive tourist markets and by doing so stimulate
further development of the tourist oﬀer. The hotel
chains use the strength of the brands they own to
guarantee service quality and thereby increase the
quality of the destination they enter. In general,

countries with developed tourism record a greater
presence of global hotel chains.
Because FDI into greenﬁeld projects are considered
to be of the highest quality, which makes them most
desirable, and due to the lack of oﬃcial data on the
inﬂow of FDI into selected countries per sector,
this paper analyses the eﬀects of greenﬁeld investment according to fDi Intelligence data. This agency
tracks data on announced greenﬁeld projects globally. The data is based on information available at
the time of the project’s announcement and differs from the oﬃcial ﬂow of FDI based on balance
of payments statistics. Deviations may appear as
a consequence of investment realisation because
the agency does not consider gradual investment
realisation. In addition, it uses its own estimate of
capital investment if such data is not available at the
time of the project’s announcement. Some of the
announced investments must partially be ﬁnanced
by the destination country, which means that only
a part of the invested capital can be considered the
real ﬂow of FDI.
Figure 8 shows the number of such projects and
their eﬀects on the overall economy in selected
countries for the period from 2003 to 2012.
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Figure 8 Total greenﬁeld FDI in selected countries from 2003-2012, per 1000 inhabitants
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Source: Calculation made by the authors according to the fDi Intelligence data from The Financial Times Ltd: FDI into
Croatia, Montenegro, Turkey, Greece and Cyprus, January 2003 to November 201220

Absolute indicators show that during the observed
period 979 projects were realized in Turkey, which
created 243,642 jobs and realized 82,831.95m euros
in capital investments. Greece attracted 275 greenﬁeld projects which created 30,464 jobs and realized
16,592.59m euros in capital investments. In Cyprus,
82 projects were realized, resulting in 10,342 jobs
and 2,347.03m euros in capital investments. Despite the lowest number of projects being realized
in Montenegro, only 40, those projects created
9,491 jobs and realized 3,052.06m euros in capital
investments. Compared to the observed countries,
Croatia ranked second with 277 projects, creating

57,680 jobs and realizing 9,696.39m euros in capital
investments.
According to relative indicators Cyprus is ranked
ﬁrst in the number of realized projects, followed by
a tie between Croatia and Montenegro in the second place. Montenegro has the highest number of
new jobs created, followed by Croatia and Cyprus.
The most capital investments were realized in Montenegro, followed by Cyprus, then Croatia.
The amount and the effects of greenfield FDI
into selected countries’ tourism is shown in Figure 9.

Figure 9 Greenﬁeld FDI into selected countries’ tourism from 2003-2012, per 1000 inhabitants
Numberofprojects(per1000
capita)
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Source: Calculations made by the authors according to fDi Intelligence data from The Financial Times Ltd: FDI into
Tourism (Croatia, Montenegro, Turkey, Greece and Cyprus), January 2003 to November 2012, p. 12

Analyzing the absolute indicators leads to the conclusion that Greece was able to attract the highest
greenﬁeld FDI into tourism; 2.08 billion euros in
total and 109.74m euros per project. The most new
jobs were created in Turkey, 16,227, while Montenegro ranked ﬁrst in jobs created per project, 425.
480

According to relative indicators, Croatia has the
highest number of realized projects and new jobs.
The biggest sum of capital investment was realized
in Greece, and the second largest in Croatia.
The presence of global hotel brands in the selected
countries is analyzed in the following table.
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Table 4 Overview of currently present global hotel brands in the selected countries
Turkey

Greece

Cyprus

1.

IHG

Group

P

P

P

2.

Hilton Worldwide

P

P

P

3.

Marriott International

P

P

4.

Wyndham Hotel Group

P

5.

Accor

P

6.

Choice Hotels International

P

7.

Starwood Hotels and Resorts

8.

Best Western

9.

Home Inns (+ Motel 168)

10.

Carlson Rezidor Hotel Group
TOTAL

P

P

P

P

P

P

P

P

P

9/10

7/10

Croatia

Montenegro

P

P

P
P

P

P
4/10

4/10

2/10

Source: Authors’ research

The entry of international hotel chains began in
Turkey in 1955 with the opening of Hilton, followed
by Inter Continental and Sheraton. The interest of
hotel brands intensiﬁed in the second half of the
1980s. At the moment, 9 out of 10 biggest hotel
chains have their brands in Turkey.21 Two biggest
investments into tourism in Turkey were realized in
2003 by Hilton Hotels and in 2006 by Accora. Hilton Hotels invested 206.8m euros and opened 1188
new jobs, while Accor invested 258.5m euros and
opened 1485 new jobs.

present in Montenegro include Iberostar, Aman
Resort, Best Western and Hilton.25 Kempinski, W
Hotels, Four Seasons, Radisson and Banyan Tree
are at diﬀerent stages of entering the Montenegrin
market and are considering the possibilities of participating in Monenegro’s tourist oﬀer. The biggest
investment into Montenegro’s tourism was realised in 2011 by Quatari Diar, amounting to 264m
euros and opening 1556 new jobs. At the moment,
2 out of 10 biggest hotel chains have their brands
in Montenegro.

In Greece, foreign hotels make up for 19% of the
total hotel oﬀer (judging by the number of rooms).
This is considered to be a low penetration of hotel
chains compared to the levels in the EU, where hotel chain penetration amounts to 35%, and USA,
where it is 67%.22 Their share in the total number
of hotels is 4%.23 Despite this, a signiﬁcant presence
of international hotel brands is detectable; currently
7 out of 10 biggest hotel chains have their brands in
Greece. Two of the biggest investments into Greek
tourism were realized in 2006, when Dolphin Capital Investors invested 1638m euros and opened 897
new jobs, and in 2007 when the Minoan Group invested 1638m euros and opened 2300 new jobs.

In developing its tourism, Cyprus’ primary objective is to attract investment into marinas and golf
terrains26, but it is also characterized by a large presence of international hotel brands. Investment is being directed into speciﬁc ﬁelds of interest, such as
health tourism, sports, nautical and agro tourism,
conferences and theme parks as well. A new potential ﬁeld for investment is the development of the
so-called state-of-the-art casinos (Anonymous 2,
2013). The biggest investment into Cyprus’ tourism was realized in 2011 by Limak International
Hotels&Resorts, amounting to 80m euros and
opening 472 new jobs. At the moment, 4 out of 10
biggest hotel chains have their brands in Cyprus.

Montenegro and Cyprus have attracted the lowest number of greenﬁeld investment into tourism
projects. The recorded realisation rate for privatisation of hotel corporations in Montenegro is 95%,
meaning that the privatisation was eﬀectively realised to its fullest.24 The international hotel chains

Only few highly categorized brand hotels do business in Croatia, which is insuﬃcient for a destination that bases the development of its economy
on tourism. The biggest investment into Croatian
tourism was realized in 2003 when the private investor Riccardo Mazzucchelli invested 225m euros
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in Hvar and opened 1326 new jobs. The two-part
investments by the English investor Cubus Lux in
2010 worth 71.8m euros each that opened 1762 new
jobs should also be pointed out. Cubus Lux operates
in Croatian marinas and casinos. Hilton worldwide,
which invested 32.6m euros into Dubrovnik in 2005
and created 192 new jobs, and Radisson Blu, which
invested 34.5m euros into Dubrovnik and Split and
created 297 new jobs in both cities, are signiﬁcant
investors into hotels. At the moment, 4 out of 10
biggest hotel chains have their brands in Croatia, 2
hotels of the Hilton Worldwide group and 4 hotels
of the Best Western group do business in Croatia,
compared to Turkey’s 20 Hilton Worldwide and 17
Best Western hotels and Greece’s 1 Hilton Worldwide and 19 Best Western hotels.
It is possible to conclude that Croatia, compared to
the two most competitive tourist countries, Turkey
and Greece, has the lowest entry of greenﬁeld FDI
into tourism, and a minor presence of international
hotel brands.

5. Conclusion
As a part of the regional receptive destination in the
Mediterranean basin tourism, Croatia is exposed
to potentially serious competition on the world
tourism market. This highlights the need to continually invest into tourism and follow the trends.
Further development of tourism in developing and
less developed countries, including Croatia, needs
FDI into tourism because it is considered to be the
most eﬀective tool to harness capital, infrastructure, knowledge, and access to global marketing and
distribution chains, which are critical for the development of tourism. Dilemmas of whether to allow
the entry of foreign capital into certain sectors of
the Croatian economy, especially tourism as considered in this paper, are unfounded due to the chronic
lack of domestic investment potential, especially if
abstention and caution towards investment on the
global level are taken into consideration. This is why
eﬀorts to engage foreign capital are necessary.
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The analysis and comparison of the Croatian macroeconomic environment to Turkey, Greece, Montenegro and Cyprus, countries which compete with
Croatia due to their similar tourism oﬀer, the fact
that they compete in attracting tourists from the
same emissive markets, and the WTTC evaluation which considers the aforementioned countries
the biggest competitors to Croatian tourism, have
shown that the macroeconomic environment plays
a key role in attracting foreign capital. In other
words, a favorable macroeconomic environment
implies a good credit rating, quality infrastructure,
realistic exchange rate, competitive tax incentives
and favorable interest rates. The growth potential of
the domestic market is the primary motive of greenﬁeld investors, and legislation and business are other key motives for initiating investment activity.
The comparative analysis of greenﬁeld FDI into
tourism of selected countries has shown that
Greece has attracted the most investment. In Turkey, greenﬁeld investments created the most jobs.
In both countries a high presence of international
hotel brands is visible, unlike in Croatia. The analysis has shown that FDI into tourism ensures an enviable presence of international hotel brands which
is of special importance to the competitiveness of
Croatian tourism.
A favorable macroeconomic environment, along
with adequate measures of attracting FDI, is one of
the conditions for FDI to have a signiﬁcant economic impact. It is the preparedness of the macroeconomic policy that is vitally important to predetermining what foreign capital should be attracted into
the country, which standards to follow, and how it
will aﬀect the overall economy. Political stability,
encouraging macroeconomic conditions of doing
business, removing administrative and legislative
barriers, clearing the image of a “corruption-ridden
destination” and educating the tourism personnel on all levels is of utmost importance for FDI in
Croatian tourism.
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MAKROEKONOMSKO OKRUŽENJE I
GREENFIELD IZRAVNA INOZEMNA
ULAGANJA HOTELSKIH BRENDOVA
Sažetak
Za daljnji razvoj turističkoga sektora od posebne je važnosti snažnije privlačenje izravnih inozemnih ulaganja. Strateški usmjereno privlačenje izravnih inozemnih ulaganja u turistički sektor ima dodatni značaj
zbog multiplikativnih učinaka u odnosu na ostale sektore gospodarstva. U tom je kontekstu potrebno istaknuti ulagačko angažiranje i prisutnost globalno brendiranih luksuznih hotela.
Svrha je rada komparativnom analizom odabranih zemalja, kao metodološkom bazom ovoga rada, ocijeniti makroekonomsko okruženje, razinu i učinke greenﬁeld izravnih inozemnih ulaganja u turizam te,
posljedično, prisutnost globalnih hotelskih brendova. Rezultati istraživanja ukazuju na to da povoljno makroekonomsko okruženje igra važnu ulogu u privlačenju inozemnoga kapitala. Zemlje koje imaju povoljnije makroekonomsko okruženje, privlače više greenﬁeld izravnih inozemnih ulaganja te osiguravaju veću
prisutnost globalnih hotelskih brendova, a time i veću konkurentnost. Za izravna inozemna ulaganja u
turizam od posebnoga je značaja politička stabilnost, poticajni makroekonomski uvjeti poslovanja, otklanjanje administrativnih i zakonodavnih prepreka, otklanjanje imidža zemlje kao „korumpirane destinacije“
i educiranje turističkoga kadra svih razina.
Ključne riječi: greenﬁeld izravna inozemna ulaganja, makroekonomsko okruženje, turizam, globalni hotelski brendovi
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BIG DATA: CHANGES
IN DATA MANAGEMENT
Abstract
We live in a digital environment where everything we do leaves a digital trace. Data are collected from various sources – social network posts, e-mails, sensors, image and video content, search engines, online sales,
etc. The biggest reason for this growth of data could be found in technological advancement, since data can
be easily and cheaply stored and shared today. This new trend in acquiring data demands a completely new
approach to their processing and analysis. The aim of this paper, based on analysis of actual and relevant
sources, is to present the situation and trends in the collection, processing, analysis and use of data that are
complex, fast-growing, and diverse in type and content. In the introduction, the research problem has been
deﬁned. Afterwards, the term “Big Data” and its basic four dimensions have been explained. In the main
part of the paper, the examples of Big Data analyses have been shown, as well as interesting results yielded
by those analyses. Also, the special review about Big Data in management has been presented.
Keywords: Big Data, data, management

1. Introduction
The digital environment, in which we live, creates
a large amount of data every moment. The biggest
reason for this growth of data could be found in technological progress. Nowadays, data can be easily and
cheaply stored and shared, which was not the case just
a few years ago. Data are now collected by almost everything that surrounds us. Almost everything we do
leaves a digital trace that can be used for various analyses later. Frequently used devices (like mobile phones)
contain several sensors that generate a bunch of data.
More and more devices are connected to the Internet
and can store and share data at high speed.
According to IBM1, people create 2.5 quintillion
bytes of data every day — so much that 90% of the
data in the world today has been created in the last
two years alone. This data comes from everywhere:
sensors used to gather climate information, posts

to social media sites, digital pictures and videos,
purchase transaction records, and cell phone GPS
signals, to name a few. According to Zikopoulos
(2015), for a number of years, Facebook was adding
a new user every three seconds; today these users
collectively generate double-digit terabytes of data
every day. In fact, in a typical day, Facebook experiences more than 3.5 billion posts and about 155
million “Likes”.
Let’s take our own example into account. Every day
we receive and send e-mails, use search engines intensively, chat with friends and colleagues via chat
and text messaging, buy online, pay bills via mobile
phones or the Internet, share images and videos on
Facebook, use cloud data stores, write letters and
do some spreadsheet calculations in Google Docs,
etc. All this information, along with much more, is
stored (usually on the cloud) and later used for detailed analysis.
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Figure 1 What happens in an Internet minute?

Source: Authors, adapted from: http://www.sparkyhub.com/what-happens-on-the-internet-in-60-seconds-infographic/
(Accessed on: November 27, 2015)

According to the McKinsey report (2011), enterprises and consumers stored more than 13 exabytes of
new data on disk drives in 2010, which is more than
50,000 times the information stored in the US Library
of Congress. McKinsey also projected that demand
for deep analytical positions in the big data world
could exceed the supply being produced on current
trends by 140,000 to 190,000 positions. In addition,
they projected a need for 1.5 million additional managers and analysts in the US who will have to become
“data literate”. A huge amount of data could be very
useful for enterprises if they have the tools and skills
to extract a value from these data.
The aim of this paper, based on analysis of actual
and relevant sources, is to present the situation and
trends in the collection, processing, analysis and use
of data that are complex, fast-growing, and diverse
in type and content.
H1: Gathering and analysis of Big Data increases the
eﬃciency in organizations and allows management
to make better business decisions.
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2. Big Data
Lately, there has been a lot of conversation about
the concept of Big Data. This seemingly simple
concept encompasses much more than one might
think at ﬁrst sight. As mentioned in the introduction, data about almost everything are monitored
and stored today and, therefore, we have access to
a large number of data. This is why the “Big Data”
term is commonly accepted. Marr (2015: 10) in
his latest book claims that the real value is not in
large volumes of data but in what can be done now
with that data. He also points out that it is not the
amount of data that is making the diﬀerence, but
our ability to analyze vast and complex data sets
beyond anything we could ever do before. Knapp
(2013) deﬁnes Big Data as the tools, processes, and
procedures that allow an organization to create,
manipulate, and manage very large sets and storage facilities. SAS Institute Inc. states that Big Data
is a term that describes the large volume of data –
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both structured and unstructured – that inundates
a business on a day-to-day basis. This company
also agrees that it is not the amount of data that
is important, but what organizations do with the
data. Big Data can be analyzed for insights that lead
to better decisions and strategic business moves.2
This term was even added in 2013 to the Oxford
English Dictionary.3 Forbes Magazine (Arthur,
2013) deﬁnes Big Data as a collection of data from
traditional and digital sources inside and outside
your company that represents a source for ongoing
discovery and analysis. On its website IBM states
that Big Data is being generated by everything
around us at all times. Every digital process and social media exchange produces it. Systems, sensors
and mobile devices transmit it. Big Data is arriving
from multiple sources at an alarming velocity, volume and variety. To extract meaningful value from
Big Data, you need optimal processing power, analytics capabilities and skills.4 O’Reilly explains that
Big Data is data that exceeds the processing capacity of conventional database systems. The data is
too big, moves too fast, or doesn’t ﬁt the strictures
of your database architectures. To gain value from
this data, you must choose an alternative way to
process it (Dumbill, 2012). Jennifer Dutcher from
Berkeley, School of Information, also tried to deﬁne Big Data. She asked more than 40 thought
leaders in publishing, fashion, food, automobiles,
medicine, marketing, and every industry in between how exactly they would deﬁne the phrase
“Big Data”.5 They said the following: Jon Bruner
(Editor-at-Large, O’Reilly Media): “Big Data is the
result of collecting information at its most granular level”; Reid Bryant (Data Scientist, Brooks Bell):
“Big Data will ultimately describe any dataset large
enough to necessitate high-level programming
skill and statistically defensible methodologies in
order to transform the data asset into something
of value”; Rohan Deuskar (CEO and Co-Founder,
Stylitics): “Big Data refers to the approach to data
of ‘collect now, sort out later’…meaning you capture and store data on a very large volume of actions and transactions of diﬀerent types, on a continuous basis, in order to make sense of it later”;
AnnaLee Saxenian (Dean, UC Berkeley School of
Information): “Big Data is data that can’t be processed using standard databases because it is too
big, too fast-moving, or too complex for traditional

data processing tools”; Anna Smith (Analytics Engineer, Rent the Runway): “Big Data is when data
grows to the point that the technology supporting the data has to change”; Mark van Rijmenam
(CEO/Founder, BigData-Startups): “Big Data is not
all about volume, it is more about combining different data sets and to analyze it in real-time to get
insights for your organization”; Timothy Weaver
(CIO, Del Monte Foods): “A lot of diﬀerent data
coming fast and in diﬀerent structures”. Gartner,
the leading global research company providing information technology related insights, also gave a
deﬁnition of Big Data. They said that Big Data is
high-volume, high-velocity and/or high-variety information assets that demand cost-eﬀective, innovative forms of information processing that enable
enhanced insight, decision making, and process
automation.6
A Google search for the phrase “Big Data”, conducted on November 11, 2015, returned about 770
million results. On the ﬁrst page of results there
were mostly ads from SAS, IBM and Oracle. Power
(2014) also conducted an identical Google search.
In April 2013 the same phrase returned about 17.7
million results. It means that the number of results
in 2.5 years increased more than 43 times! Power
narrowed the search to the phrase “deﬁne Big Data”
and got 2.68 million results, and for the phrase
“What is Big Data” 24.1 million results. Nowadays,
for the ﬁrst phrase we are getting 71 million results
(26 times more), while the second phrase is returning 805 million results (33 times more).
In 2014, Gartner released its annual report i.e.,
Hype Cycle for Emerging Technologies, which gives
a view of how a technology will evolve over time.
Each Hype Cycle drills down into the ﬁve key phases of a technology’s life cycle:7 Technology Trigger,
Peak of Inﬂated Expectations, Trough of Disillusionment, Slope of Enlightenment, and Plateau of
Productivity. According to this report (Figure 2),
Big Data has oﬃcially passed the “peak of inﬂated
expectations” and is now on a one-way trip to the
“trough of disillusionment”. Gartner says it has done
so rather rapidly, because we already have consistency in the way we approach this technology, and
because most new advances are additive rather than
revolutionary.8
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Figure 2 Gartner’s Hype Cycle (2014)

Source: http://siliconangle.com/blog/2014/08/19/gartners-hype-cycle-big-datas-on-the-slippery-slope/ (Accessed on:
November 17, 2015)

However, Big Data dropped from Gartner’s 2015
Hype Cycle (Figure 3) and no longer appears. The
reason for this lies in the fact that Big Data is al-

ready an integral part of other technologies such as
autonomous vehicles, Internet of Things, Machine
Learning, Data security, Citizen Data Scientist etc.9

Figure 3 Gartner’s Hype Cycle (2014)

Source: http://www.gartner.com/newsroom/id/3114217 (Accessed on: November 17, 2015)
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The richness and the power of Big Data lie in the
enormous amount of data. Today, it is possible
to collect and store that amount of data relatively
cheaply. As a result, companies are able to carry
out a variety of business analyses on ALL data, and
not, as before, on a particular sample. That sample,
as much as we try to make it representative, can
never have the quality of the whole. This is where
special software tools come in order to analyze the
large amount of data, without sampling a smaller
part. Most companies do not have access to a large
amount of data, nor ﬁnancial resources or data experts who know how to analyze this data, as is the
case with global and large companies, like Google,
Amazon, Facebook, eBay etc. However, on the small
amount of diﬀerent data types the unthinkable
analysis can also be done. This is further proof that
the term “Big Data” has been a bit clumsily created.
According to Marr (2015), despite the exponential
growth of data and information, less than 20 per
cent of the data companies currently hold is used
to inform decision-making. And these 20 per cent
only took traditional structured KPI or ﬁnancial
data into account. Insight from the unstructured
data represents a rich untapped vein of information
gold that is currently largely ignored.
Mayer-Schönberger and Cukler (2013) explain that
data can tell us incredible things, discover unexpected correlations and solve, at ﬁrst sight unsolvable, problems. When doing so, in data analysis, it
is necessary to ask the question WHAT, and not
WHY. This means that, in data analysis, there is
no need to look for causes in obtained results. It is
important what these results show, even if it might
seem illogical. One of the examples is the famous
American retail store Wallmart. A research of cus-

tomers’ buying habits has revealed that a few days
before an approaching storm, customers massively
buy ﬂashlights and a speciﬁc type of chips. Why
they buy the ﬂashlights is logical, but why the chips?
Accordingly, before every storm, Wallmart has been
putting a large amount of those speciﬁc chips at the
store entrance. Their sales increased quite a lot.

2.1 Big Data dimensions
14 years ago, Doug Laney from the META Group
(today in Gartner) wrote an article (Laney, 2001) in
which he predicted the future of Big Data. He was
the ﬁrst one to mention three dimensions (3 V) in
e-commerce:
• Volume
• Velocity
• Variety
Soubra (2012) claims that these three properties deﬁne the expansion of a data set along various fronts
to where it merits to be called Big Data. This is an
expansion that is accelerating to generate yet more
data of various types.
Volume refers to the vast amount of data generated
every second (Marr, 2015). The beneﬁt gained from the
ability to process large amounts of information is the
main attraction of big data analytics. Having more data
beats out having better models (Dumbill, 2012). On the
e-commerce example, Laney (2001) explained that the
lower cost of e-channels enables an enterprise to oﬀer
its goods or services to more individuals or trading partners, and up to 10x the quantity of data about an individual transaction may be collected – thereby increasing the overall volume of data to be managed.

Table 1 Data size example
1 byte
2 kilobytes
1 megabyte
10 megabytes
1 gigabyte
100 gigabytes
10 terabytes
1,5 petabytes
50 petabytes
5 exabytes
1 zettabyte
1 yottabyte

1 character, number, letter
1 typewritten page
Short novel
Digital chest X-ray
7 minutes of HD-TV Video
Library ﬂoor of academic journals
Printed collection of the U.S. Library of Congress
All 10 billion photos on Facebook
Entire written works of mankind, from the beginning of recorded history, in all languages
All the word ever spoken by mankind
250 billion DVDs
Size of the entire World Wide Web; it would take approximately 11 trillion years to download a Yottabyte ﬁle from the Internet using high-power broadband

Source: Adapted from: https://datascience.berkeley.edu/big-data-infographic/ (Accessed on: November 27, 2015)
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Velocity refers to the speed at which new data is generated and moving around the world. For example, for
detection of credit card fraud millions of transactions
are monitored in almost real time in order to ﬁnd unusual patterns (Marr, 2015). The importance of data’s
velocity — the increasing rate at which data ﬂows into
an organization — has followed a similar pattern to
that of volume. The Internet and mobile era enables
online retailers to compile large histories of customers’ every click and interaction: not just the ﬁnal sales.
Those who are able to quickly utilize that information,
by recommending additional purchases, for instance,
gain competitive advantage (Dumbill, 2012). Laney
(2001) explains that e-commerce has also increased
point-of-interaction (POI) speed and, consequently,
the pace data used to support interactions and generated by interactions. Soubra (2012) states that initially,
companies analyzed data using a batch process. One
takes a chunk of data, submits a job to the server and
waits for delivery of the result. That scheme works
when the incoming data rate is slower than the batch
processing rate and when the result is useful despite
the delay. With the new sources of data, such as social and mobile applications, the batch process breaks
down. The data is now streaming into the server in
real time, in a continuous fashion and the result is only
useful if the delay is very short.
Variety refers to the diﬀerent types of data being
generated – from ﬁnancial data to social networks
data; from images to sensor data; from video to
voice recording (Marr, 2015). Rarely does data present itself in a form perfectly ordered and ready for
processing. A common theme in big data systems is
that the source data is diverse, and does not fall into
neat relational structures. It could be text from social networks, image data, a raw feed directly from
a sensor source. None of these things come ready
for integration into an application (Dumbill, 2012).
Figure 3 3V concept



Source: Authors, adapted from: Soubra, D. (2012). Available
at: http://www.datasciencecentral.com/forum/topics/the3vs-that-deﬁne-big-data (Accessed on: November 17, 2015)
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Lately, with the growth of interest and popularity of
Big Data, the additional V letters are showing up.
The 4th (added by IBM) is Veracity. It refers to generated data mess (Marr, 2015). Veracity deals with
uncertain and imprecise data (Syed, 2013). Authenticity of the data increases with automation of data
capture. With multiple sources of data, it would be
possible to triangulate the results for authenticity
(Moorthy et al., 2015). Borne (2014) mentioned additional 6Vs: Validity, Value, Variability, Venue, Vocabulary and Vagueness.

2.2 Data types
Because of one “V”, data types have become an important issue in Big Data analysis. It is about variety. Goes (2014) ﬁnds variety the most interesting
dimension of Big Data from an IS (information system) perspective. Putting together data from sensors and the “Internet of things”, the vast repository
that we call the Web, user-generated content, social
media, data generated and consumed on mobile
platforms, and data from enterprise systems, allows
researchers to ask and answer questions that explain
and predict individual behavior and detect population trends. According to Syed et al. (2013), Big
Data is made of structured and unstructured information (about 90% is unstructured). The most common form of structured data is a database where
speciﬁc information is stored based on methodology of columns and rows. This type of information
is searchable, eﬃciently organized for human readers and secure. However, less importance is given
to this type of data because these data are already
organized, it is easy to analyze them, and most importantly – they include only 10 per cent of all data.
These are, for example, Point-of-Sale transactions,
ﬁnancial data, data about customers or suppliers,
invoices etc.
Analysis of unstructured data is a big challenge for
all companies. They cannot be aligned into columns
and rows. Unstructured data can be images, videos,
web pages, text ﬁles, e-mails, social networks posts,
PDF ﬁles, PowerPoint presentations etc. According
to Marr (2015), data could be analyzed from our activities, talks, pictures and videos, sensors, internetof-things. All of that has been searched and is being
stored. If we listen to music using our smart phone
or digital music player, data is also collected on what
we are listening to, how long we are listening and
what tracks we are skipping past. And artists like
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Lady Gaga are using this data to create playlists for
live gigs and inﬂuence future song creation. Billions
of emails are sent and stored every week. One million accounts are added to Twitter every day, every
sixty seconds 293,000 status updates are posted on
Facebook, each day 350 million photos are uploaded
to Facebook. The average smartphone has at least 6
sensors (GPS sensor, accelerometer, gyroscope…)
and each of them continuously captures new data.
Figure 4 Analysis of structured and unstructured
data
Unstructureddata
Structureddata


Source: Authors

All of the examples above show how much unstructured data is being captured today. Special software
tools are needed for the analysis of that kind of data,
but they can reveal unbelievable results.

3. Big Data in Management
As mentioned in the 2nd Oracle Academy day10,
Ljiljana Perica, Oracle Business Solution Leader,
points out that over 80% of the data in the organization are unstructured: from phone calls, e-mails,
social networks and sensors, to a variety of video,
audio and image records. Financial transactions and
oﬃcial and unoﬃcial organizational documents are
only partly structured, so in a small percentage it
can be truly spoken of structured data. The versatility and velocity make it diﬃcult to manage the
data, which of course means that the more data are

collected, the more diﬃcult it is to manage them.
Technology has advanced so much that the sentences and phrases of telephone calls (for example
in call centres) can be translated into mathematical records that will give information about customer preferences and their attitudes about products (Katz, 2015). The mobile environment plays
an important role in data management providing
incredible velocity and huge amounts of diﬀerent
data (Park et al., 2014). All the necessary data are already in the organization, but they need to be found
and transformed into valid information. Managers
usually have loads of data, but often do not know
what to do with them (Finley et al., 2015). Diﬀerent
people may interpret a single data diﬀerently, which
means that a variety of information can be drawn
from one data (De et al., 2016). Satisfaction as a
dependent variable is one of the most important
items of each organization both internally and externally. Internal satisfaction refers to all employees
of an organization, and external satisfaction is that
expected by consumers. Big Data can contribute
to the increase of both groups of satisfaction. For
example, organizations that oﬀer online services,
such as Amazon, can increase the satisfaction of
its customers in a simple way, following the “clicks”,
the exact time spent on their services, by observing the precise term that increases the attendance of
their pages and the like. One of the ideal examples
are organizations that oﬀer online movie watching.
Thanks to the Big Data platform, they can ﬁgure
out the proﬁles of their customers, and thus foreshadow their future conduct. The user data occur
within the types of movies they watch most often, a
speciﬁc genre viewed at a given time, their possible
ratings and reviews, a list of far more watched movies, list of movies that have not been viewed to the
end, et cetera. In fact, all activities performed by the
consumer, or through an organization, are recorded
and stored. By virtue of monitoring of the aforementioned particles, it is possible to recommend to
a consumer a movie that has not been viewed so far,
given his previous habits and preferences that are
“read out” from these data. This can be understood
as a kind of market research, but this is a much simpler and cheaper variant which can quickly get to
the desired information. Storage costs are low, and
data storage is not created by people, but rather by
devices. Managing the satisfaction may not be only
at the level of questioning the existing needs and interests, but also in imposing new, even pilot studies.
Penetrating the consumer proﬁle is increasing by
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connections with social networks creating a more
thorough insight into past experience, environmental, consumer, and purchasing habits, emotions and
all forms of interaction. This enables gaining insight
not only in demographic and transactional data, but
also contextual.
Big Data is not applied only in online organizations.
Retail organizations can maintain contact with consumers across multiple channels, the interactions
and transactions of consumers stored in various
databases are making it easier to interpret the consumer/customer’s choice. This means that retail can
accurately connect a potential takeover of customers with marketing campaigns, and can do the analysis of the basket. It serves for recognition of their
buying habits, as well as predicting them. All these
data, from structured such as customer’s reviews to
unstructured, are stored in the so-called silos, and
Big Data enhances their segmentation. Thanks to
sensors in stores, QR codes and their deep analytics, sale is increasing; it reduces storage costs, and
most importantly - increases customer satisfaction.
From the customer’s perspective, it is possible for
organizations that have successfully managed data,
through on-line application and even by reading the
codes on mobile applications, to ﬁnd out whether
there is a particular size of shoes in another shop in
the world, and carry out an automatic on-line purchase of the required pair.
Except consumer satisfaction, employee satisfaction can be managed as well. Employees in today’s
organizations are not even aware of how they are
“followed”. It is not only about classic monitoring,
but managing productivity. Namely, the sensors in
the rooms allow monitoring of employee’s movements. It gives an insight into absenteeism, but also
presentism, or at the time that employees physically
spend within the organization. If it is a ﬁxed working
place, internal movements in the organization are
also recorded. This practice should not be used for
unethical monitoring, but actually for identifying
trends that should be reduced. The monetary value
of time is very important because time loss consumes resources. Sensors can see the values such as
excessive movement to the copier, which can point
to the need for dislocating a machine or purchasing
additional ones. The human eye cannot easily measure the time spent on such movements, but devices
can accurately calculate the time losses in seconds.
Big Data can also be a tool for the analysis of individual and team behaviours of employees. Modern
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organizations have sensors and badges which are
recording individual and team work and time spent
on general and speciﬁc work tasks (Gerard et al.,
2014). Big Data is in that context a control system
that helps connect behaviour with organizational
results, and measures performance that represents
employee productivity (Warren et al., 2015). The
aforementioned telephone calls as data source can
be used not only for control of consumers and customers, but also employee control. Banks and other
organizations that oﬀer their services and advice
through phone calls can monitor employees checking whether they provide consumers with the necessary and valid information. Mathematical records of
conversations will direct superiors to possible deviations and errors, and show that employees need to
be alert, additionally trained, or removed from the
work place. The dynamics of the employee therefore
has never been easier to follow, so the current diary of work is considered to be a very outdated tool.
Measuring the impact of formal and informal communication channels can also determine the organizational behaviour and predict the future. However,
many HRM experts consider the Big Data platform
is less applicable in human resources management
than in other economic and non-economic sectors
(Chynoweth, 2015). They point out that the quality
of data varies because people are sensitive particles
that cannot be easily objectiﬁed and generalized as
in the case of material resources. Human behaviour
is complex and predicting the future behaviour of
employees is not easy relying only on objective data.
In fact, HR managers report that the learning data
management in their area is not feasible because the
decisions about people are often better made based
on empirical experience and intuition. Nevertheless, this criticism must not deny the beneﬁts of Big
Data in management because Big Data helps more
than it hinders.
Big Data is not only helpful in the managing of absenteeism, productivity and satisfaction, but also
in the process of selection of candidates for certain
jobs. At the same time, out of structured and unstructured data, it is possible to ﬁnd out the age,
sex, education, previous work experience, interests,
hobbies and recreation, residence, social events
that someone visits, membership and belonging to
diﬀerent communities, purchasing habits, family
relationships, social relationships, achievements,
political leanings and so on. If additional testing
of candidates is performed with IT technology
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and in a virtual way, it is possible to actually eliminate a huge number of candidates, thus narrowing
the choice to possibly several desirable ones. This
avoids the cost of time, money and energy which is
especially important in the modern labour market
where there are many candidates with a variety of
personality proﬁles, education levels, competencies and skills. It is understood that computers and
robots will never be able to replace some segments
of human contact so “face to face” interaction will
never lose its importance, but it is also true that due
to the proper management of data in organizations
HR managers do not have to interview hundreds of
candidates, but only the few who meet all the requirements and criteria.
An especially important beneﬁt of Big Data is reﬂected in the examples presented at the Oracle
Academy lecture that emphasize the great use of
Big Data in telecommunications companies, banks,
insurance companies and the entertainment industry. In the public sector, this platform is certainly
applicable in health care, education and transport.
The Chicago Police Department for criminal investigation, has sped up the detection of criminal acts
through the data of prior criminal incidents, their
notes, data on suspects, transcripts of 311 calls and
the like (Oracle Academy lecture). The beneﬁt of the
program is reﬂected in the rapid ﬁnding of suspects
and potential suspects.
Big Data brings to the management completely new,
so far unexplored possibilities that may contribute
to the creation of added value. The issue of competitiveness on the market is one of the key problems
of modern organizations so there is often a case of
two or more competing organizations on the market with complementary products. In fact, these
organizations operate within the same market, and
even if there is no other link, they share the same
market. In practice, there are more links: from common suppliers, customers, geographic proximity,
the same technology and manufacturing processes.
Detailed information about such relationships may
not be formally available, but they can be found in
the unstructured data of diﬀerent shapes. Competition should be monitored in all possible ways,
from tracking articles and interviews of competitive organizations in the media, to monitoring their
websites, blogs and social networks. The intensity of
the monitoring of competitive organizations should
not be signiﬁcantly lower than the monitoring of
own organization. Online reviews, “clicks”, “likes”

and “tweets” are a source of information about
own products and services, but also about competing ones. Any observed deviation of own products
from the desired state is an alert for fast action on
consumer reactions. Such situations occur also with
competitors, so active monitoring of their consumers’ reactions can open up space for “attack” on the
weak points of competitors. The most important
results of the implementation of Big Data are reﬂected in the possibility for rapid decision making,
resolving problems quickly and predicting future
events, greater productivity of employees and the
entire organization, and greater competitiveness in
the market. In the area of management, Big Data
is becoming an increasingly dominant concept in
Supply Chain Management (Waller, Fawcett, 2013).
Predictive analytics in logistics due to current phenomena and behaviours is trying to predict the future, storage inventories and their costs. Structured
data in the logistics are not new, but the collection
of unstructured data could greatly change the current perception of SCM. The sensors can detect the
stocks in the warehouse, the locations where the
shelves are running out of certain products, overcrowding in the distribution centre, misplaced inventory and so on.
There is no education system that produces speciﬁcally “data managers” because data manipulation
requires a multidisciplinary approach. It is hard for
engineers to independently solve medical issues for
example. Therefore, a prerequisite for the successful
implementation of Big Data in the supply chain requires primarily excellent knowledge and expertise,
that is, theory and practice of SCM, with upgraded
management and Big Data knowledge. Therefore,
sometimes it is not enough to have a person who
has only experience in analysing the data in the information and technical sense, but at the same time
an employee must understand the primary work
that the organization does. For this reason, perhaps
it is not too helpful to outsource this kind of work,
because only internal employees, with long experience in the business that is the subject of analysis,
and extensive experience in the organization, can
adequately use Big Data. Gob (2014) points out
that the successful use of Big Data is preceded by a
high level of statistical knowledge and skills. Analytical skills should never exclude managerial skills.
Gerard et al. (2014) point out that successful “data”
experts should be able to ﬁnd the real business
problem, but from the data point of view. A person
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who would be a decision maker with successful use
of Big Data is expected to possess managerial skills,
technical and IT skills, and above all, knowledge of
the organization itself, so it can be assumed that this
job in the organization could be performed by more
than one person. Big Data in the supply chain requires knowledge of statistics, forecasting methods
and probability, optimization, analytical mathematical modelling, ﬁnance, marketing and accounting
(Waller, Fawcett, 2013). This leads to the conclusion
that it is necessary to have at the same time the possibility of quantitative and qualitative considerations. It is diﬃcult to ﬁnd in one person all the necessary requirements because it is not enough just to
ﬁnd and identify, but also to understand some phenomena and predict the future. The combination of
youth and experience is often a winning combination. Older and more experienced employees have
great knowledge of their profession, but they are not
as ﬂexible, fast and prone to technological changes
as the younger members of staﬀ who, on the other
hand, lack professional and organizational experience.
Big Data greatly improves the accounting tasks and
audit (Griﬃn, Wright, 2015). Thanks to the Big
Data, external and internal auditors have access
to the history of the entire organizational culture.
Quality control becomes more realistic as availability and interpretation of the data minimizes the risk
of subjective assessment which greatly facilitates
the work for auditors, as well as their conscience.
Sharing data must be protected and privacy ensured. Everyone cannot have access to data, but
those who do, must operate ethically. The social
aspect of Big Data is a very important component
of data management as unethical behaviour is the
main criticism directed at the digital economy. The
fear of data theft is becoming greater and greater
with use of Big Data as more paths are opened for
thieves. Hackers are able to take over all ﬁnancial
information about an organization, but also about
their customers and consumers in a matter of
hours (Katz, 2015) and thus undermine consumer
loyalty to an organization. At the level of the organizational system, the targets are mostly oﬃcial
and unoﬃcial e-mails, through which it is possible
to get the “meta-data” (such as a person’s address,
phone number or account number). That’s why Big
Data is also expected to serve as protection against
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criminal activities. For users of banking services it is
especially important and many banks are warning
users who change the usual ATM, country or way of
access to accounts by controlling user authenticity.
Even accounts and proﬁles on networks and on-line
services warn users when they try to log on from a
new IP address, thus trying to preserve the privacy
of its users.
Big Data is not a fashion in management, but a necessity. It helps to answer the question of how to do
something better, faster and cheaper. It is the question of time when organizations will be divided into
those who use Big Data and those who do not (Finley
et al., 2015). Organizations that raise the possibility
of recording, processing, analysing and distribution
of data for the purpose of decision-making are likely
to outperform their competitors and respond faster
to the needs of their customers.

4. Conclusion
Big Data is certainly changing the way companies
and their managers make decisions. Increasing attention is given to the unstructured data (image
and video content, sensor data, social network data,
logs…) that, until recently, have been neglected due
to the small storage capacity for these data and the
impossibility of their in-depth analysis. With the
technology development and facilitating of data
manipulation, unstructured data have become the
main interest of business analysis. The companies
that have the ability to gather and store a large number of data acquire a huge advantage. Such kind of
data might show the incredible (and seemingly illogical) correlation between two or more variables.
It is important to emphasize that most of these results were the result of the analysis of all data (N =
all), rather than analysis of a representative sample.
As it can be seen in the example of Wallmart, the
obtained correlation does not need to have a logical explanation. It is important that, on the basis of
such analysis, business decisions could be made.
As is evident form this literature review, Big Data
analysis is given great importance in organizations
and it helps management in decision-making. Managers are now beginning to be aware that all the
necessary data are already in the organization, and,
thanks to new technologies, they could be stored
and transformed into valid information.
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BIG DATA: PROMJENE U UPRAVLJANJU PODATCIMA
Sažetak
Živimo u digitalnome okruženju u kojemu gotovo sve što radimo ostavlja digitalni trag. Podatci se prikupljaju iz raznih izvora - objava na društvenim mrežama, e-pošte, različitih senzora, slikovnih i video
sadržaja, pretraga na tražilicama, online kupovina i mnogo drugih. Najveći razlog ovakvoga rasta podataka
može se naći u tehnološkom napretku budući da se danas podatci mogu lako i jeftino pohranjivati i dijeliti.
Ovaj novi trend u generiranju i prikupljanju podataka zahtijeva potpuno novi pristup njihovoj obradi i
analizi. Cilj je ovoga rada da se, na temelju analize aktualnih i relevantnih izvora, prikažu stanja i trendovi
u prikupljanju, obradama, analizi i korištenju podataka koji su kompleksni, brzorastući, različiti po tipu
i sadržajima. U uvodu je najprije deﬁniran problem istraživanja, zatim je istražen i objašnjen pojam „Big
data“, a potom su objašnjene i njegove osnovne četiri dimenzije, odnosno gledišta. U središnjem dijelu rada
prikazani su primjeri analize Big data i zanimljivih rezultata koje su te analize polučile, a poseban osvrt dan
je na Big Data u menadžmentu.
Ključne riječi: Big data, menadžment, podatci
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IMPACTS OF FOREIGN INVESTMENT
ON ECONOMIC GROWTH IN
TRANSITION COUNTRIES
Abstract
The current global economic crisis raises many questions and the most important imperative is to ﬁnd
solutions and recover the world economy. Neoliberalism as a cause of the crisis has shown fundamental
shortcomings and proved that the market is an imperfect self-regulating system. At the present time in the
media, politicians and some economists mention foreign direct investment (FDI) as a life-saving solution
for economic problems and economic growth. The analysis of the economic indicators proved that FDI
cannot be, to the necessary extent, a generator of economic growth and that development of each country
should be based on endogenous components. The development of critical thinking and questioning of the
neoliberal concept, especially with today’s time distance through comparisons of indicators such as economic growth, absence of inﬂation, employment and the export-import ratio, has revealed major systemic
defects of the market fundamentalist policies. A strong indicator and argument to this thesis is particularly
evident in the industrial production indexes, in the number of industrial workers and in the share of industry in GDP of transition countries.
Keywords: Foreign direct investment, FDI, economic growth, transition countries

1. Introduction
The authors present their views and opinions with
the arguments of the most famous economists. The
contribution of this paper is that it shows big diﬀerences in the real truths and political truths created
by politicians, which have no scientiﬁc foundation.
The real truth comes from statistic and economic
laws. This paper reveals illusions about foreign direct investment as a generator of economic growth
as they are presented in public by politicians and
some economists.
The methods used in the writing of this paper are
characteristic for the social sciences, the inductive
(analogical and causal) and the deductive method,
analysis and synthesis, the statistical method, the
historical method, generalization, methods of clas-

siﬁcation and the description method. Those methods, together with the applied theoretical knowledge, gave reasoned answers to the questions that
are analyzed from a macroeconomic point of view.

1.1 The subject of research
At the time of the current world ﬁnancial crisis,
economic developments in the transition countries
are analyzed from a macroeconomic point of view.
At the present time in the media, politicians and
some economists mention FDI as a life-saving solution for economic problems and economic growth.
This paper has a wide approach and covers current
topics especially in the theoretical part of FDI and
their impact on transition countries.
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The development of critical thinking and questioning of the neoliberal concept, especially with today’s time distance through comparisons of indicators such as economic growth, absence of inﬂation,
employment and the export-import ratio, have revealed major systemic defects of the market fundamentalist policies. A strong indicator and argument
to this thesis is particularly evident in the industrial
production indexes, in the number of industrial
workers and in the share of industry in GDP.
Theoretical considerations of the economic environment and the current economic trends are a
good basis for a concrete analysis of the FDI impact
on transition countries. The importance of investment for economic growth is unquestionable. The
paper analyzes the inﬂow of foreign investments
in Croatia and provides an answer to the question whether they can be a generator of economic
growth.
This paper analyzes the economic indicators of the
transition countries and the eﬀects of FDI on economic growth in terms of today’s hindsight. The
established hypothesis of this paper is based on
economic indicators which present irrefutable argument. This paper was written with the intention
to bring to the reader current economic trends and
point to the economic illusions.

2. Analysis of the impact of foreign investment
on the economic growth of selected
transition countries
A serious comparison requires a thorough analysis of countries in Central, South East and Eastern
Europe. First of all, it is necessary to emphasize the
diﬀerence between workers’ self-management that
was developed in the former Yugoslavia in 1952 and
real socialism, (statism in the literature) which was
present in other transition countries. Many countries have experienced the transition to the neoliberal (anti)development concept as large distortions in the real economy and it should be noted
that Croatia’s industrial production has been halved
in the ﬁrst three years of transition compared to
1989. The appearance of inﬂation and high unemployment speciﬁcally created stagnation eﬀects in
the economy. A restrictive monetary policy and
incomplete macro-stability created an unfavorable
environment, not only for the inﬂow of FDI, but
also for the development of small and medium enterprises (SMEs). By insisting on a stable exchange
502

rate through the central bank, the exporting domestic industry became less competitive.
Although at ﬁrst sight the impression is that FDI
came in an unfavorable economic environment, it
should be noted that those countries that had abundant inﬂow of FDI have not achieved economic
growth, as it was assumed in theory. It was expected
that the existing socialist enterprise would become
eﬀective through FDI brownﬁeld and that the state
would stop with the rent seeking practice. It was
expected that productivity would increase with the
dismissal of redundant employees. Contrary to the
expectations, countries have drastically increased
their indebtedness and unemployment (Babić et al.,
2001).
In order to attract foreign investment, many governments gave subventions, tax relief, etc., which
reminds of “rent seeking” practice. Such behavior
is not economical, domestic entrepreneurs and investors are put at a disadvantage in comparison to
foreign investors. Permanent deﬁcits in trade balance and payments balance are a problem for all
countries in transition, with the exception of Russia, which has great natural wealth and resources.
Uncompetitive economies turned to the import of
goods and services. High unemployment rates are a
problem that increasingly burdens the economies of
transition countries.
Figure 1 shows the inﬂow of foreign investments
in the countries of former Yugoslavia. Despite the
fact that Croatia and Serbia had the largest inﬂow
of foreign direct investments of the brownﬁeld type
in terms of acquisitions, these countries as well as
others in the region showed instability at the macro-economic level. It is interesting that Slovenia recorded lower inﬂows of foreign direct investment,
but had a higher growth of GDP per capita that was
not accompanied by the growth of real GDP. This
phenomenon is actually a paradox and a clear illusion that the economic trends and development of
certain countries look better than they are in reality.
The countries of Central Europe had a larger volume
of foreign investments because of the proximity of
highly developed countries and their own stability.
It is believed that the countries from Central Europe implemented the processes of transition and
privatization more eﬃciently than the countries
from South Eastern Europe. The best example of
the transition is Slovenia with the model of gradualism by Mencinger and Poland. These countries have
rejected shock therapy upon the recommendations
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of the IMF and the best indicator of correctness of
this decision can be seen in the charts. Mencinger
came to the conclusion that the correlation between
foreign investment and foreign economic growth
is negative. Due to forced privatization in transition countries, acquisitions occurred for which
Mencinger claims are not investments in real assets,
because the funds obtained from the sales of government ownership were used to cover the deﬁcit
in the budget or for consumption. FDI has no eﬀect
on economic growth; spillover eﬀects did not have
an impact in the case of investment in the tertiary

and ﬁnancial sectors. Mencinger brings FDI in connection with the current account deﬁcit because the
funds from the privatization or acquisitions went
into consumption rather than new investments.
The occurrence of the global economic crisis resulted in a large reduction in FDI in the countries of
Southeast Europe, particularly because the crisis has
equally aﬀected the developed countries in the EU.

2.1 Foreign direct investments in Central, South
East and Eastern Europe

Figure 1 Net inﬂow of foreign direct investment in the countries in the region


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

In the second group of observed countries in Figure
2 Russia dominates, with the largest inﬂow of FDI, of
course, especially because of the size of the market that
is very attractive. If abundant FDI inﬂow is observed
in Russia from 2006 to 2013 and connected with the
economic growth that is below 5%, it is clear that FDI

does not aﬀect the economic growth to the expected
extent. In terms of FDI inﬂows, Russia is followed by
Poland, Slovakia and the Czech Republic, which had
almost the same GDP growth as Russia (less than 5%).
Figure 2 clearly shows that the world economic crisis
has left its mark in the observed countries.
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Figure 2 Net inﬂow of foreign direct investment in countries in Central, South East and Eastern Europe


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

The FDI share of GDP can be seen from the following ﬁgures. In Figure 3 we see that Montenegro
had the FDI share of GDP of 37% in 2009, but at the
same time recorded GDP reduction of 5%, and this
trend continued in the period with a further growth

of around 2%. It is similar with Macedonia: high FDI
share of GDP in 2001, while the reduction in GDP
was 5%. Brownﬁeld investments were dominant in
the observed countries, and it is about taking the
most proﬁtable domestic enterprises.

Figure 3 Net inﬂow of foreign investment as a percentage of GDP in the countries in the region


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/
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According to the recommendations of the IMF, foreign capital should, through the privatization process, bring prosperity to businesses. It happened
that foreign companies achieved monopolies and
dictated prices in the market. Especially in the area
of ﬁnancial markets of transition countries, the situation arose where the banks on the market are predominantly foreign owned. It is common practice in
the transition countries that companies took loans
from locally owned banks that predominantly lent
money to the economy. Companies took loans for

working capital and planned investments. The central bank was able to inﬂuence the processes in the
economy through enhanced equity loan depending
on the need. Foreign banks dominating the market
achieved the largest proﬁts by providing general
purpose loans to individuals, and here the interest
rates on loans are the highest. These trends have
created problems for companies and many of them
have disappeared from the market in transition because they had no access to fresh capital.

Figure 4 Net inﬂow of foreign investment as a percentage of GDP in the countries in Central, South
East and Eastern Europe


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

Market liberalization i.e. the abolition of customs
duties and safeguards for the economy slowed down
the growth of transition countries. The growth of
GDP from ﬁgures in the former Yugoslav republics
and other countries in South East and Eastern Europe was analyzed. It was noted that the economic
growth is below the acceptable and today hardly

achievable 5% per year, especially in time of the current global economic crisis.
Numerous statistical panel analysis of many authors show that there is no statistically signiﬁcant
relationship between growth of GDP and net FDI in
transition countries.
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Figure 5 Annual GDP growth in % in the countries in the region


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

Foreign direct investments were evidenced the most
in brownﬁeld investments or acquisitions. Restructuring of companies generally relates to the change
of ownership, privatization and sales. In this process,
whether it is a defensive restructuring or a strategic
one, there was a decrease in the number of workers,
which led to an overall decrease in the number of
employees at the economy level. Due to political inﬂuence and the emergence of tycoons whose primary
goal was to achieve the largest annuity, there was a
disturbance of employment at the macroeconomic
level. Companies failed to grow adequately and to
develop according to the development of capitalism
as intended in theory. The newborn tycoons did not
have enough capital or managerial skills to manage
large production systems.
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2.2 Foreign direct investments in other analyzed
countries
Due to the increase of competitiveness in attracting
foreign direct investment, pressure on labor costs
takes place which hinders the labor market that is,
in addition, devastated by political staﬃng. In such
circumstances, the integrated market is not functioning properly, and therefore the market economy is also not functioning properly. There was an
asymmetry in the relationship between labor and
capital. In such an environment, income from labor
and capital do not grow in parallel and simultaneously. Low growth is the result of unused capacity,
low employment rate and technological backwardness. Such a sequence of events was predicted by
respected economists and academics, but the IMF
experts had the advantage.
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Figure 6 Annual GDP growth in % in the countries in Central, South East and Eastern Europe


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

It is obvious that the most important motives for
the inﬂow of FDI were access to new markets and
taking companies through privatization sales. The
interest of foreign investors can be seen, it is the
logic of capital. The illusion of altruistic behavior
of foreign investors through the expected transfer
of modern technology encourages competition. It
should be said that poor countries become poorer with the FDI because foreign investors return
earnings to their home country. Taking proﬁt out

the country causes deﬁcits in the current account.
Figure 6. shows a reduction in the industry share
of GDP in Slovakia by one-third in 1992, with a simultaneous reduction in GDP of 5% in the “Slovak
model for attracting FDI’’. Although GDP grew after that, the industry did not take the pre-transition
share of GDP. It is clear that the industry share of
GDP in any country did not reach the level where it
was before the transition.

Figure 7 Industry share of GDP in the transition countries



Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/
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Figure 8 Industry share of GDP in the transition countries


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

Figure 9 The current balance of the selected transition countries (1990 - 2013)


Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/
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Figure 10 The current balance of the selected transition countries (1990 - 2013)



Source: Made by the authors according to the World Bank data, WDI 2014, Available at: http://data.worldbank.org/

Especially large losses in transition are the disappearance of the factory Torpedo Rijeka, Bagat and the
unsuccessful privatization of the Koncar facility in
Pozega, which resulted in the rise of unemployment
in Croatian cities. Privatizations of companies Prvomajska, Jugoturbina, OLT, MIO, Digitron and others have not yielded the expected results in terms of
increasing the production volume and employment.
The FDI in the region are found with questionable
eﬀects. Financial statements of Fiat were analyzed.
With taking over a stake in Zastava, Fiat in Kragujevac entered into a joint venture agreement with the
Serbian government. Fiat has invested 800 million
euros, and the state 400 million. According to the ﬁnancial statements of the Business Registers Agency
(Ministry of Economy in Serbia, 2013) in 2013, in
spite of the 1.5 billion euros export and production
of 117,000 vehicles, which is close to full capacity,
the Fiat factory in Kragujevac has achieved a net
proﬁt of only 9.7 million in 2013. According to the
ownership, state share is 33%, and that of Fiat is 67%
so the country is entitled to 3.3 million euros net
proﬁt achieved in 2013. State subventions to Fiat
in 2013 amounted to 51 million euros (Eswar et. al
2007). At this pace, with very strong exports and
big production it will take more than 120 years for
the state to return the invested funds, and 15 years
for Fiat to return the state subventions of 2013. It is
obvious that this is a “rent seeking practice” where
citizens ﬁnance a foreign company.

Another example is the takeover of Smederevo
steelworks by US Steel. After an apparently successful privatization and several years of doing business,
foreign investors sold the factory to the state for $1
with large debts and 5,400 workers who have become a social problem, and the state has given and
at the present time still provides large subventions.
From these examples it can be seen that foreign investors are driven by motive to make a proﬁt. The
question is how social and macroeconomic risky it
is to link the economic development exclusively to
foreign investment. Except for the fact that the arrival of FDI is uncertain and requires major adjustments and subventions, the question is how long
will foreign investors stay in the country and what
would happen if they leave the country.
The research study of world-renowned economists
and employees of the IMF, “Foreign capital and economic growth” (Eswar et al., 2007) clearly and unambiguously conﬁrms that foreign investment can’t
be a generator of economic growth. The authors
noted in the research study that economic development of countries depends primarily on domestic
accumulation and investment and that FDI have a
marginal impact. Transition countries that were less
dependent on foreign capital had faster and higher
economic growth. Countries with high rates of investment and low payment deﬁcit grew faster than
those countries that relied on foreign capital.
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3. The impact of foreign investments on the
Croatian economy
Due to the lack of own funds, especially after shutting down the Institute for planning and implementation of neoliberal practices according to which the
state should not interfere in the economy, Croatian
governing structures found FDI as a lifesaving solution. In the period from 1993 to 2000, Croatia
had FDI over 4.5 billion. Croatia is not particularly
interesting to foreign investors. From a macroeconomic point of view, limiting factors are market size
and population. High unemployment, frequent tax
changes, excessive paperwork, modest spending
power of the population and weak economic growth
are the main causes of lack of greenﬁeld FDI. The
relatively expensive labor force in relation to the
region is also one of the factors why foreign investors choose countries in the region as promising
for investment. Work of the state institutions and
the slowness of the administration in fulﬁllment of
obligations also create an unfavorable environment
for economic activity. Political interference in the
economy with pervasive corruption direct foreign
investors to other countries.
There have been signiﬁcant investments in banking and telecommunications. The right question
is whether it is good that domestic banks are predominantly foreign owned. The larger inﬂow of FDI
occurred in the year 2000 when there were bank

takeovers. The biggest investments were in telecommunications, ﬁnancial operations and the banking
sector and a particular part of the investments was
in the pharmaceutical industry. The dominant type
of FDI is acquisition. In the period from 1993 to the
2000 the largest investor with over $1 billion was
the USA, then Germany with a high investment of
more than $1 billion, followed by Austria and Italy.
At the time of acquiring of HT, Pliva, Privredna
banka, many hotels at the seaside and other large
acquisitions, the intensity of FDI inﬂows was the
largest.
In terms of stimulating FDI in accordance with the
law, subvention measures in employment, especially in retraining workers, further education and
training have been used. Depending on the investment amount and the number of employees, the
proﬁt tax relief has been used. Due to the high taxes
and tax relief for a period of 10 years it was not sufﬁciently attractive for foreign investors. Such measures may in certain cases shift back subventions for
foreign investors to the citizens. The land transfer
and liberation of utility costs are also examples of
this practice. In Croatia there is a conviction that
all investments were positive, regardless of whether
they are investments in trade or industry, because
the diﬃcult economic situation doesn’t oﬀer any
choices.

Table 1 Foreign direct investments in Croatia (in million EUR)
Equity investments
Year
Assets

510

Liabilities

Retained
earnings**

Other investments
Total
Assets

Liabilities

1993

0,0

101.0

n/a

n/a

n/a

101.0

1994

0,0

92.8

n/a

n/a

n/a

92.8

1995

0,0

79.1

n/a

n/a

n/a

79.1

1996

0,0

382.1

n/a

n/a

n/a

332.1

1997

0,0

325.0

35,9

-7.1

126.4

480.2

1998

0,0

581.1

63,9

-12.8

217.6

849.7

1999

0,0

1,208.6

43,4

-0.2

111.1

1,362.9

2000

0,0

750.6

86,3

0.7

302.5

1,140.6

2001

0,0

910.8

187,9

0.2

363.7

1,467.5

2002

0,0

718.3

160,9

-0.3

259.0

1,137.9

2003

0,0

762.0

587,9

-1.5

414.0

1,762.4

2004

0,0

319.9

291,7

-17.8

356.0

949.6

God. XXIX, BR. 2/2016. str. 501-520

UDK: 339.727.22(100-69) / Review articles

Equity investments

Retained
earnings**

Year
Assets

Liabilities

Other investments
Total
Assets

Liabilities

2005

0,0

793.0

570,4

0.0

104.4

1,467.8

2006

0,0

1,732.1

703,7

16.4

123.5

2,575.6

2007

0,0

2,259.2

483,3

-4.2

368.6

3,606.9

2008

0,0

2,232.2

508,5

-24.5

1,347.0

4,063.1

2009

0,0

673.7

287,4

-22.1

1,438.4

2,427.4

2010

0,0

415.9

531,0

-24.7

-544.3

377.9

2011

0,0

1,985.3

276,8

19.9

-1,211.8

1,070.1

2012

0,0

854.0

232,3

6.5

-16.8

1,076.0

2013

0,0

673.1

-283,9

-37.8

174.0

525.4

1st and 2nd April
of 2014*

0,0

1,849.3

223,8

-22.5

124.7

2,175.7

Total

-0,3

19,699.5

4,991.7

-132.0

4,612.7

29,171.6

Source: Croatian National Bank, Available at: http://www.hnb.hr

According to the data in Table 1, it is clear that the
volume of FDI is far from enough to solve the many
distortions in the economy in terms of increased
employment, economic growth, export-import ratio and improvement of the overall macroeconomic
picture of Croatia. Also, there is not even an ad-

equate proﬁle structure of FDI, insuﬃcient greenﬁeld investment, so that the impact of acquisitions
from a macroeconomic point of view is invisible.
Croatia had a lot of investment in tourism. It is the
tertiary sector where services are created, which,
unlike the products, cannot be exported.

Table 2 Foreign direct investments in Croatia (by country of origin, in million EUR)
Country

2007

2008

AUSTRIA

2009

2010

2011

2012

2013

Total

2,097.9

1,075.9

435.2

-115

211.2

639.0

9.7

4,404.5

NETHERLANDS

150.8

84.9

694.8

-264

253.9

-230.2

226.8

916.6

GERMANY

172.0

427.1

186.8

92.3

225.3

-111.8

141.0

1,132.5

HUNGARY

259.0

959.3

164.5

-10.3

104.2

41.7

-171.9

1,346.5

LUXEMBOURG

15.4

108.0

143.9

111.5

132.9

176.3

45.5

733.6

ITALY

-76.5

56.8

87.2

142.3

21.3

40.3

39.5

361.0

FRANCE

106.4

11.4

42.0

17.1

5.5

2.7

17.2

202.3

SLOVENIA

233.6

183.3

112.4

89.1

16.6

-6.2

-25.5

603.9

5.8

851.0

1.9

8.9

-1.1

-2.0

-1.1

863

BELGIUM

335.7

32.2

25.9

122.5

17.3

11.8

16.7

562.5

SWEDEN

63.7

37.2

337.4

8.4

4.7

-22.8

-44.6

384.0

NETHERLANDS
ANTILLES

-161.6

101.7

6.4

0.8

24.8

3.0

14.7

-5.2

UNITED KINGDOM

SWITZERLAND

67.5

-47.9

40.3

-48.7

20.5

7.1

39.9

78.7

MMF

14.3

63.1

-1.5

0.7

1.8

44.4

-6.9

120.9

CZECH REPUBLIC

3.2

-46.2

-21.5

13.6

5.8

308.3

-8.2

255.5
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Country

2007

RUSSIA

81.8

IRELAND
NORWAY

2008

2009

2010

2011

8.6

6.6

12.0

29.2

-11.2

11.5

41.5

32.3

6.8

20.9

49.6

16.5

31.2

16.8

CYPRUS

25.5

14.5

39.2

37.6

-12.7

DENMARK

18.2

69.7

21.7

-10.6

TURKEY

3.0

-3.7

7.1

0.3

MALTA

2012
25.9

2013

Total

41.6

205.7

1.3

0.7

132.9

15.0

16.7

166.8

17.3

-6.5

114.9

-20.0

5.7

23.7

108.3

12.5

122.9

7.9

150.0

46.6

32.2

-1.7

5.7

35.3

12.9

6.8

137.8

BOSNIA AND
HERZEGOVINA

18

9.7

4

4.8

21.5

2.2

11.3

64.0

SLOVAKIA

0.9

3.3

6.1

7.6

11.5

10.2

32.8

72.4

SPAIN

24.0

3.7

-5.3

6.7

1.5

11.9

0.4

42.9

LICHTENSTEIN

30.6

-30.0

1.5

-0.7

16.3

1.7

6.3

25.6

POLAND

51.7

30.4

-4.4

-1.0

-60.0

6.3

6.4

29.4

ISRAEL

3.2

3.2

0.7

5.4

3.2

-0.8

1.2

16.2

SAN MARINO

31.0

6.4

-2.4

-1.8

5.4

-7.3

2.5

33.3

UNITED STATES OF
AMERICA

-33.9

-53.4

26.0

-17.9

-56.3

-70.7

14.3

-192.4

OTHER COUNTRIES

9.4

4.1

22.7

46.5

14.3

-35.2

16.1

78.0

3,606.9

4,063.1

2,427.4

377.9

1,070.1

1,076.0

525.4

13,146.6

TOTAL

Source: Croatian National Bank, Available at: http://www.hnb.hr

According to the data in Table 2, the dominant role
in investment in telecommunications was held by
Germany, Italy and Austria, which have been investing in the banking sector. Foreign direct investments were directed mainly to the privatization of
large promising domestic companies such as the
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food industry and the new manufacturing sector
that did not require high technology. In certain
years the level of FDI was also high, but positive
eﬀects on the growth of industrial production, increased employment and exports are missed or not
recorded in macroeconomic indicators.
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Figure 11 Trends of industrial production volume from 1990 to 2014 in Croatia (x – year; y – index,
1989=100)

Source: Domazet, T. (2014). Ekonomika rasta i pune zaposlenosti u Hrvatskoj. Zagreb: Croatian Chamber of Economy

From Figure 11, according to Tihomir Domazet’s
data (Domazet, 2014), it can be seen that the volume of industrial production fell by nearly 38.9% in
2014 compared to 1989 and agricultural production
decreased by 23% during that period. The manufacturing industry share of GDP in the period from
1989 to 2013 had a drop from 37% to 17.5%.

Gross domestic product (GDP) in 2014 was 7.7%
lower in real terms than the GDP from 1986. A new
signiﬁcant production capacity hasn’t been built for
more than 25 years whose impacts would be visible
from a macroeconomic point of view.

Table 3 Foreign direct investments in Croatia (by activities, in million EUR)
NCA

Activity

2007

2008

65

FINANCIAL INTERMEDIATION, EXCEPT INSURANCE
AND PENSION FUNDS

2009

2013

Total

2,041.5

1,142.4

679.0

35.7

220.0

33.6

-269.0

3,883.2

74

OTHER BUSINESS ACTIVITIES

54.9

-106.6

319.0

239.6

44.5

532.3

237.1

1,420.9

51

WHOLESALE TRADE AND
COMMISSION TRADE

33.2

1,012.0

756.3

50.2

-144.3

114.3

-17.7

2,103.2

70

REAL ESTATE

349.5

157.4

64

POST AND TELECOMMUNICATIONS

21.3

199.6

259.3

113.6

184.1

1,284.8

84.8

32.4

299.4

-75.4

54.0

47.2

-10.5

168.0

23

MANUFACTURE OF COKE,
REFINED PETROLEUM
PRODUCTS AND NUCLEAR
FUEL

20.2

915.2

110.6

-0.7

68.7

12.9

-119.6

1,007.3

24

MANUFACTURE OF CHEMICALS AND CHEMICAL
PRODUCTS

32.5

-45.9

-13.7

-440.7

244.1

46.1

27.1

-312.9

52

RETAIL TRADE; REPAIR OF
HOUSEHOLD GOODS

163.2

219.0

134.5

107.5

23.9

59.1

51.4

758.7
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NCA

Activity

2007

2008

2009

2010

2011

2012

2013

Total

equity investments in real estate

52.8

56.0

109.2

187.0

150.2

166.4

161.2

883.0

26

PRODUCTION OF METALLIC
MINERAL PRODUCTS

24.1

2,907

11.5

-56.7

56.5

-6.7

-30.7

288.6

55

HOTELS AND RESTAURANTS

51.2

142.5

7.5

6.3

-26.2

48.5

14.4

244.1

66

INSURANCE AND PENSION
FUNDING, EXCEPT COMPULSORY SOCIAL SECURITY

90.3

76.3

35.6

17.0

20.5

28.7

29.5

297.9

15

FOOD AND DRINK

61.2

51.5

-175.5

-4.5

-6.7

-24.4

79.6

-18.4

92

RECREATIONAL, CULTURAL
AND SPORTING ACTIVITIES

-13.1

-22.3

8.3

16.1

53.6

111

15.2

168.3

45

CONSTRUCTION

99.3

-25.4

7.8

-39.9

-39.5

52.9

29.5

84.7

28

PRODUCTION OF METAL
PRODUCTS, EXCEPT MACHINERY AND EQUIPMENT

21.3

8.9

34.2

14.3

21.4

2.8

35.4

138.7

63

SUPPORTING AND AUXILIARY TRANSPORT ACTIVITIES

10.0

11.3

1.5

-11.0

54.3

3.9

48.3

123.4

41

COLLECTION, TREATMENT
AND DISTRIBUTION OF
WATER

29.1

29.4

3.3

13.9

13.6

9.9

3.4

122.6

31

MANUFACTURE OF ELECTRICAL MACHINERY AND
APPARATUS, D. N.

2.0

14,7

8,3

11,1

-4,3

-0,4

13,5

45.0

1

AGRICULTURE, HUNTING
AND RELATED SERVICES

1.3

4.0

7.1

17.0

35.7

2.8

13.0

80.8

17

MANUFACTURE OF TEXTILES

12.9

4.7

13.3

9.4

32.7

1.7

7.1

86.7

25

MANUFACTURE OF RUBBER
AND PLASTIC

42

51.2

2.1

3.5

1.2

4.2

3

107.2

22

PUBLISHING AND PRINTING

11.5

3.9

1.7

9.5

0.8

-0.7

0.2

26.9

29

MANUFACTURE OF MACHINERY AND EQUIPMENT,
D. N

14.5

12.6

35.8

6.2

-4.3

-6.0

41

62.9

72

COMPUTER AND RELATED
ACTIVITIES

8.3

10.6

27.9

1.3

3.9

16.0

17.9

91.6

19

PROCESSING OF LEATHER,
MANUFACTURE OF HABERDASHERY AND FOOTWEAR

6.0

17.7

16.1

14.7

12.0

13.2

3.5

53.2

11

OIL AND NATURAL GAS;
SERVICE ACTIVITIES

49.5

-49.1

-10.4

-70.7

-49.1

-52.6

-12.6

-194.9

73

RESEARCH AND DEVELOPMENT

44.3

-35.1

14.7

-3.2

1.8

-1.6

32.5

48.4

40

ELECTRICITY, GAS, STEAM
AND HOT WATER

-9.3

9.0

-5.6

10.8

10.6

6.9

13.3

35.7

18

MANUFACTURE OF FOOTWEAR; DRESSING AND
DYEING OF FUR

6.1

11.7

-5.8

4.9

6.5

9.6

3.2

36.2

Other activities
Total

146.9

62.8

-33.7

54.8

-55.3

-137.8

-46.9

-9.1

3,606.9

4,063.10

2,427.40

377.9

1,070.1

1,076.0

525.4

13,146.6

Source: Croatian National Bank, Available at: http://www.hnb.hr
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Expected greenﬁeld investments lacked in the desired extent, which was reasonably foreseeable.
Such superﬁcial thinking and concepts have led to
the erosion of industrial production, losing pace
with technology, reducing investment and in particular the disappearance of tacit knowledge. Today,
after the transition, it is clear that Croatia cannot
attract such a large amount of FDI, which would
completely solve the problem of unemployment.
Small and medium enterprises (SMEs) also can’t
solve this problem. It is brave to trust in the altruism
of foreign investors and the transfer of technology
and know-how; however, such illusions exist only
in theory. Frivolous are expectations that EU funds
can compensate for the lack of a national technology platform and re-industrialization.

In the end, as a conclusion to the question of
whether foreign investment can be a generator of
economic growth, the best response is given by the
reality of the Croatian economy, which was cumulatively reducing for 11 quarters in 2015, whereas
the level of public debt currently accounts for over
80% of GDP.
In order to have an empirical conﬁrmation of the
expressed views on FDI in the study, analysis of the
ﬁnancial statements of the INA Group and INA d.d.
during the period from 2001 to 2013 was carried
out (in 2003 MOL acquired a large share of INA).
Proﬁt had been increasing from the moment of entry of foreign capital, but then it was reduced under
the pressure of the global crisis in 2008.

Figure 12 INA - analysis of net proﬁt or loss (million HRK)

Source: Made by authors according to ﬁnancial statements of INA d.d., Available at: http://www.ina.hr/

Taking into account several aspects, it should be
noted that the number of employees had decreased
by more than 2,200 workers, which decreased the

workforce by 14%. The data on the number of employees can be seen in Table 4.

Table 4 Data on the number of employees in INA Group and INA d.d.
Year

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

Ina
Group

17,038 15,699 16,084 16,147 15,989 15,873 15,855 16,604 16,304 14,703 14,217 13,854 13,460

Ina d.d.

13,536 10,903 10,323 10,444 10,290 10,183 10,123 10,080

9,931

9,061

8,876

8,712

8,517

Source: Made by authors according to ﬁnancial statements of INA d.d., Available at: http://www.ina.hr/

The data on total reﬁnery production clearly shows
that production had decreased by 27%. This is a very

interesting fact considering that in this period revenues had increased.
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Table 5 Information on the operations of INA Group and INA d.d.
Year

Net sales revenues (million)

Total reﬁnery
production (kt)

Total sales of
reﬁned products

The number of
gas stations

2001

16,122

4,984

n/a

n/a

n/a

2002

14,079

5,248

n/a

461

1,247

2003

15,345

5,465

n/a

473

1,113

2004

17,988

5,506

4,992

450

1,046

2005

21,070

5,174

4,856

451

1,014

2006

23,434

4,900

4,772

472

1,154

2007

25,848

5,343

4,891

482

1,163

2008

28,808

4,614

4,417

485

1,316

2009

22,331

5,016

4,440

489

1,254

2010

25,866

4,450

4,012

476

1,180

2011

30,028

4,051

3,561

456

1,131

2012

29,895

4,065

3,424

448

1,042

2013

27,444

3,707

3,467

444

1,019

Total sales(000)

Source: Made by authors according to ﬁnancial statements of INA d.d., Available at: http://www.ina.hr/

The ﬁnal ratings are given from the analyzed data.
Considering the almost doubled revenues in 2012
compared to 2003 and reduced volume of total production by 27%, it is clear that the increase in revenues came from the increase in oil product prices. If
we take into account that the number of employees
was reduced by 14%, it is clear that this company
has not acted eﬀectively on the market. The total
number of employees in the INA Group at the end
of 2014 was 12,503.
Proﬁt maximizing at the micro level through price
increase, while reducing the total production and
the number of workers, causes distortion at the
macro level in terms of reduced employment, rising
prices and so on. This enterprises’ behavior is nonmarket, it was expected to increase investment,
total production, the number of workers and to
reduce the price of petroleum products. A scandal

that erupted around the entry of foreign investment
of MOL in INA should also be noted.
One of the most important and most proﬁtable activities for the government are telecommunications.
Thus it is easy to conclude that telecommunications
are considered as promising for investment by foreign investors. In 1999 Deutsche Telekom took over
35% of the ownership of Croatian Telecommunications, and in 2001 it took over 51% of the ownership.
Despite promises of the Deutsche Telekom CEO
about additional large investments in technology
development and infrastructure in 2004, as well as
hiring new workers, the announced promises haven’t
been fulﬁlled. According to the analysis of income, it
can be seen that with the appearance of competition
in the market, revenues began to decrease as a result
of losing the monopolistic position.

Table 6 T-HT Group - data on revenues, net proﬁt and number of employees
Revenue
Net proﬁt (million kn)
Number of employees

1999
5,184
717
10,890

2000
6,220
920
11,219

2001
7,044
310
11,053

2002
7,690
1,864
10,307

2003
8,051
1,488
9,250

2004
8,080
2,081
8,862

2005
8,613
2,100
7,738

2006
8,636
2,214
7,498

Revenue
Net proﬁt (million kn)
Number of employees

2007
8,580
2,473
6,724

2008
8,816
2,310
6,487

2009
8,517
2,024
6,116

2010
8,372
1,831
6,322

2011
8,067
1,811
6,032

2012
7,555
1,696
5,780

2013
7,042
1,441
5,621

2014
6,908
1,138
4,994

Source: Made by authors according to ﬁnancial statements of T-HT, Available at: http://www.t.ht.hr/grupa/
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According to Figure 13, since 2007 the net proﬁt has
been in constant decline and if this trend continues,
it will soon reach the level of 1999 when the Croatian telecommunications were privatized. From
1999 to 2014, 5,896 jobs were lost. Layoﬀ is a com-

mon practice and employees are replaced with students that work through student jobs service. This is
a consequence of proﬁt maximizing through the use
of cheaper labor.

Figure 13 T-HT Group – analysis of net proﬁt or loss (x – year; y- million HRK)



Source: Made by authors according to ﬁnancial statements of T-HT, Available at: http://www.t.ht.hr/grupa/

From this privatization it can be concluded that
greed for proﬁt maximization at the micro level
creates distortion at the macro level in terms of increased unemployment, reduced consumption and
an increase in the number of social problems. Before privatization, the business philosophy was focused on development, technology and infrastructure construction. After acquisitions, the business
policy changed where the main objective became
maximizing and extraction of proﬁts, regardless of
all other considerations.

Considering that Croatia realized FDI in the pharmaceutical industry, the ﬁnancial statements of Pliva d.d. Croatia were analyzed. Since 1996 Pliva d.d.
has been listed on the Zagreb Stock Exchange and
the London Stock Exchange. In 2006 Barr Laboratories Europe B.V., a subsidiary of Barr Pharmaceuticals Inc. headquartered in Woodcliﬀ Lake, New
Jersey, USA, acquired 96.4% of the shares of Pliva.
In 2008 Barr Europe’s stake in Pliva d.d. Croatia was
98.37%. At the end of 2008 Teva Pharmaceutical
Industries acquires Barr Pharmaceuticals Inc. and
thus Pliva d.d. Croatia.

Table 7 Pliva d.d. Croatia - data on revenues, net proﬁt and number of employees
2007

2008

2009

2010

2011

2012

2013

Revenue

2,548,262

2,801,509

2,719,715

2,712,172

2,611,008

3,130,224

3,069,327

Net proﬁt
(million kn)

-129,204

-8,736

67,845

555,020

417,666

676,684

362,588

Number
of employees

2,725

2,818

2,104

1,845

1,696

1,824

1,931

Source: Made by authors according to ﬁnancial statements of Pliva Hrvatska d.d., Available at: http://www.pliva.hr/
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The acquisition of Pliva d.d. by Barr Laboratories
Europe B.V. was followed by scandals; newspapers
reported on numerous speculations ranging from
claims that the acquisition of Pliva d.d. went far
below the actual price whereby the state was directly ﬁnancially damaged, to the involvement of
managers and political interests that supposedly

put their personal interests ahead of the development of Pliva d.d., the increase of production,
technology development and increase of the number of employees. From the data on the net proﬁt
in Figure 14 it can be seen that Pliva d.d. under the
direction of Barr Pharmaceuticals Inc. was insufﬁciently successful.

Figure 14 Pliva d.d. Croatia - analysis of the net proﬁt or loss (million kn)



Source: Made by authors according to ﬁnancial statements of Pliva Hrvatska d.d., Available at: http://www.pliva.hr/

In 2008 Teva Pharmaceutical Industries acquired
Barr Pharmaceuticals Inc. and thus Pliva d.d. Croatia. This had a favorable eﬀect on increasing the efﬁciency and achievement of net proﬁt in the following years. The pharmaceutical industry has a great
potential to achieve economic growth. Nowadays it
can be concluded that the Croatian Pliva d.d. is at a
much lower level than it was in 1989, and that up to
5,500 jobs have been lost so far.

show that the transition countries which had abundant foreign investments did not achieve economic
growth above the desirable and sustainable growth
of 5%. Economic development depends primarily
on domestic accumulation and investment. Obviously, according to the data from the ﬁgures above,
the growth in countries with higher investment rates,
domestic accumulation and low payment deﬁcits is
faster than in countries whose economic development model is based on foreign capital.

4. Conclusion

The issue here is the level of risk in linking the social
and macro-economic development of the economy
to foreign investment. Besides the fact that the arrival of FDI is uncertain and requires major adjustments
and subventions, there are no long-term guarantees
as to the length of foreign investors’ involvement in
the country. Furthermore, it cannot be predicted how
their leaving will aﬀect the macroeconomic situation
of the country. For successful reindustrialization it is
necessary to develop an institutional framework and
a concept of national technology platform based on
endogenous components.

In conclusion of this study, potential deviation from
the market fundamentalist policies i.e. the neo-liberal model of development, which has in practice often
proved as non-developable, is imposed as an imperative. This thesis is supported by all economic indicators for selected transition countries. Indicators of
economic growth clearly and unambiguously show
that FDI cannot be a suﬃcient generator of economic growth and that it cannot lead to the required
employment. Figures and statistical data clearly
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UČINCI INOZEMNIH INVESTICIJA NA
GOSPODARSKI RAST ZEMALJA U TRANZICIJI
Sažetak
Aktualna svjetska ekonomska kriza postavlja mnoga pitanja, a kao najvažniji imperativ postavlja se traženje
rješenja i oporavak svjetskoga gospodarstva. Neoliberalizam kao izvor krize pokazao je temeljne nedostatke te je dokazao da je tržište nesavršen samoregulirajući sustav. U današnje vrijeme u medijima, od strane
političara i određenih ekonomista, kao spasonosno rješenje ekonomskih problema i za ostvarenje gospodarskog rasta, navode se inozemne izravne investicije FDI. Analizom ekonomskih pokazatelja, dokazalo se
da inozemne investicije FDI ne mogu u potrebnoj mjeri biti pokretači gospodarskoga rasta, odnosno razvoj
svake zemlje pojedinačno trebao bi se temeljiti na endogenoj komponenti. Razvoj kritičkoga mišljenja i
preispitivanje neoliberalnoga koncepta, posebno iz današnje vremenske distance, kroz usporedbe pokazatelja kao što su gospodarski rast, izostanak inﬂacije, zaposlenost i pokrivenost uvoza izvozom otkrivaju
velike nedostatke tržišne fundamentalističke politike. Snažan indikator i argument ovim tezama posebno
se očituje u indeksima industrijske proizvodnje, broju industrijskih radnika i udjela industrije u BDP-u u
zemljama u tranziciji.
Ključne riječi: inozemne izravne investicije, FDI, gospodarski rast, zemlje u tranziciji
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CONCERT MANAGEMENT
IN CROATIA: OBSTACLES
AND CHALLENGES
Abstract
The concept of concert management in the Republic of Croatia encounters numerous obstacles in any attempt to institutionalize it. Unlike other countries in the European Union, there is no register of the concert stages, venues as well as facilities for the provision of hearing / consumption of music in the form of
performances. Process management organization is incomplete, and institutions that are closely associated
with such events do not carry out the classiﬁcation, categorization and analysis of events that are within
the concerts’ domain. Commercial music, economically far most cost-eﬀective, is completely ignored and
within the framework of cultural events not even the slightest attention is given to it. On the contrary, it is
considered the music of poor quality and completely irrelevant.
This paper tries to frame the mentioned genre, which includes various musical directions that economically bring signiﬁcant beneﬁts and help the survival of these related activities indirectly, and ultimately have
a positive impact on the economy. Comparing global trends it speaks about the position of the Croatian
music industry and lists the main obstacles for setting up a solid foundation for the construction of an adequate system of indexation of concert businesses that, as part of the creative industries records a meteoric
economic growth.
Keywords: Concert management, commercial music, music and economy

1. Introductory consideration
From the cultural standpoint, commercial music has
no artistic value and is meaningless as such. In the
professional literature you can ﬁnd articles about the
questionable quality of popular music (Pavičić et al.,
2007: 331), and all the space is given to other genres whose ﬁnancial value is signiﬁcantly lower. The
economy, however, has quite a diﬀerent perspective
on it. Capitalism and global consumerism turned the
commercial music industry into one of the most lucrative business ﬁelds in recent decades.

riod of transition. The role of managers, whether
retained by the performer or by the company, is
questionable. The tasks and responsibilities are not
speciﬁed and precisely deﬁned as the knowledge
and skills are based on practice without any signiﬁcant theoretical framework. The vicious triangle
(a limited market, a limited number of performers
and a limited budget) does not allow expansion as
institutions at the state level do not support these
kinds of events while institutions at the local level
are often inert.

Concert management in Croatia as opposed to
global trends is still undergoing a turbulent pe-

This paper will discuss the value of commercial
music and trends on the global and Croatian music
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scene. As concerts are classiﬁed among the group
of high-risk events, there will be mention of the organization and the necessary knowledge and skills
to organize such events. The paper will also present
ﬁnal basic obstacles and challenges of this industry
in Croatia that impede its path to global popularization and stabilization in the global market.

1.1 Design and methodology
Previous research includes a case study of the concert stage - the club in which more than eighty concerts of diﬀerent genres have been organized (from
small concerts up to those with two hundred visitors or larger ones with two to three thousand sold
tickets). By observing, analysing, interviewing and
comparing the results, some deﬁciencies have been
found which served as the basis for the development of this work.
In order to substantiate the claims, extensive research was carried out. Data from the primary and
secondary sources were analysed, and the publications from domestic and foreign government oﬃces, associations, agencies, scientiﬁc institutions, the
media and the results of previous researches were
included in the research. The survey and interviews
were used in compiling the required information by
the regulatory authorities and relevant institutions.

1.2 The aim
The aim of this paper is to show that concert management in Croatia is an activity that is not regulated. The institutions (contrary to other European
countries) do not have and do not carry out data
gathering for any kind of database. It is not known
how many concert stages there are in the country
and there is no categorization. No records are kept
on the number of concerts, their size, type, genre,
mode of implementation, the contractors nor the
number of visitors.
The profession of concert managers, which cannot
be fully identiﬁed with the concepts of project and
event manager, does not have an adequate deﬁnition, education and job description.
Commercial music is not valorised because artistically it is considered unsuitable, and economically
without any value because of the lack of all these
indicators, which do not exist because there are no
data on which they can rely.
524

2. Music in the framework of the European
and world economy
In 1996, EMO – the European Music Oﬃce, established in the EU, published a report Music in Europe, describing the economic importance of music
for the European Union1. Author Dave Liang2 stated
the number of public places for performing live music, discos, clubs and similar facilities in the European Union member states. Ireland, which could be
compared to Croatia by the number of inhabitants,
had 650 places for live music and 1360 discotheques
and other similar facilities.
Furthermore, the importance of various musical
genres as well as employment in the music sector
is also mentioned, whether is it the musicians - performers or organizers, promoters, producers, etc.
Although the report and the overall activity of the
oﬃce should have contributed to the evaluation and
systematization of production and performance of
music, due to the economic conditions and structural diﬃculties after the extraordinary general
meeting of 2013 it has been shut down3. Similar data
for the Republic of Croatia have not been found.
The same author presented the results of the research of the International Federation of the Phonographic industry (IFPI) in the article World music and global music industry - ﬂows, corporations
and network, which published in its report for 2006
that the world of marketing ticket sales reached up
to 12.5 billion US dollars (Liang, 2009: 19). World
gross spending on music in three main sub-sectors
including the music industry, publishing and live
performance is 1.4 billion US dollars which is 1.8%
of the global industry (Liang, 2009: 27), while the
average ticket price for 2014 is 82.07 US dollars4.

3. Perception of music in Croatia
About 70% of Croatian citizens are satisﬁed with
their lives5, but two-thirds out of 400 respondents
rarely or never go to the movies, theatres, concerts
or exhibitions (Kaliterna Givers, 2008).
The Market Research Centre and portal Muzika.hr
conducted a study in 2011 of listening to music in
Croatia on a sample of one thousand respondents
over the age of ﬁfteen. More than half of the respondents (55%) listen to music almost every day or
several times a day6. Among the most listened genres is turbo-folk in the third place (21% of respondents), rock / metal / punk in the second place (more
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than 23% of respondents) and in the ﬁrst place is
pop music (68% of the respondents7). Although the
trends have been changing in the past four years
and some other genres have become more popular,
pop music ﬁrmly holds the leading position.
Looking at the world scene, we must mention Taylor
Swift, a famous singer. Originally playing country
music, she turned to pop expression that has made
her a global star. She was named the best global performer in 20148 by IFPI and declared Woman of the
Year by Billboard9.

hall and the price of the ticket was 220.00 kunas per
person14. The ﬁnancial report for the hall for 2014
shows that budgetary funds account for 49% of the
revenue and the proﬁt at the end of the year was
slightly less than eight hundred thousand kunas15.
Due to the changes in the business policy the Hall
has suﬀered much criticism16, but on the other hand
it has shown an example of market adjustment
(Pavičić et al., 2007: 209), and accepted the ﬁnancial
importance of organising commercial concerts.

3.2 Economic aspects of commercial music
3.1 Undemocratic: Cultural vs. Commercial
music
It is very diﬃcult, almost impossible to ﬁnd information or announcements for commercial shows
and performances of pop performers like Severina,
Tony Cetinski or Željko Joksimović10 on the sites
that promote culture and art. The three names
stated above (randomly chosen) belong to the ﬁrst
category of the regional music scene. Their fees can
reach up to several hundred thousand kunas per appearance and their concerts are regularly sold out.
And although they deal with music and musical stage art which belongs within the scope of the
Ministry of culture11, information on their activities
is often lacking.
Furthermore, the above mentioned research centre
for studying the market and portal Muzika.hr shows
that the ﬁrst ﬁve places among the favourite performers belong to Oliver Dragojević, Tony Cetinski,
Mate Mišo Kovač, Dražen Zečić and Severina12.
The bright example is deﬁnitely the Vatroslav Lisinski Concert Hall, whose management in recent
years has been introducing novelties into business
and started with the organization of commercial
concerts. According to its statute, the Concert Hall
carries out the activity of concert and theatre halls
and other arts facilities such as: holding of concert,
musical and theatrical, entertainment, cultural,
artistic and other events13. The explanation can be
found in the fact that Zagreb is co-ﬁnancing the Hall
with approx. 40% while the remaining amount the
Hall must obtain on its own. If we randomly choose
ticket prices for two concerts, the ticket price for the
Master Cycle - Cycle of the Symphony Orchestra
of HRT held on 10 December 2015 was 40.00 and
60.00 kunas. The day before, Jasmin Stavros, Dražen
Zečić and Mladen Grdović performed in the same

The music industry together with the ﬁlm, fashion,
culture, design, publishing and partly media and advertising industry is one of the creative industries17,
which contains aspects of the new and unknown in
terms of social and cultural innovation18.
Economic aspects of commercial music can be
viewed dually: the ﬁrst is the music industry itself
that strives to achieve the highest possible proﬁt,
and the other is jump-starting the economy through
activities that are not included in the creative industry but are closely related as such.
According to the annual report of HDS ZAMP for
2014, the top 10 authors with the highest earnings in
that period among others include Miro Buljan, Boris Đurđević, Tonči Huljić and Vjekoslava Huljić19,
respective authors who cooperate with singers from
Croatia and the region like Tony Cetinski, Jelena
Rozga, Colonia band and many others who deal
with commercial music. In comparison to foreign
performers, the top ten are Pharrell Williams, Shakira, Rihanna, Avicii and Justin Timberlake20. Although the genres of listed artists rank from pop
and rock through entertainment, dance and R&B
and electro music, all of them belong to the group
of commercial performers and commercial music,
which is, as the word itself says cost-eﬀective and
proﬁtable.
It favours and adapts to the laws of supply and demand, it is very ﬂexible, it employs more and more
people and encourages consumption, or ﬂuctuation
of resources on both the national and global level.
The organization of a concert which will feature a
commercial performer carries the assumption that
it will be proﬁtable in advance. However, in order
to maximize proﬁt and provide access to additional
services for every visitor, the hospitality industry,
whose role can decisively inﬂuence the outcome of
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success, is often approached as the safest path for
achieving additional income.
Catering and related agencies do not contribute
only to the satisfaction of performers, organizers
and visitors, but they also allow the ﬂow of funds
and moving of the whole industry through various
fees, taxes and other obligations towards regulatory
and similar institutions.

4. Concert Management in Croatia
The organization of commercial concerts is very expensive, with high costs in a short period of time, and
revenues and proﬁts are linked to a much higher risk
than it is the case in other activities (Van der Wagen,
Carlos, 2008: 2). The concert manager is the person
who is responsible for organizing the event, and can
be hired by the performer or by a company21 that
organizes the concert.

4.1 Management of concerts as a high-risk event
Risk management is one of the most important tasks
of the organizers (Van der Wagen, Carlos, 2008: 38).
The event includes a wide range of events, from
smaller ones, such as birthday parties, anniversaries
and weddings to major ones which include conferences, symposiums, sports competitions, various
types of events etc. Any public event that takes place
before the (un)expected audience is regarded as an
event (Pavičić et al., 2007: 268).
Crisis can be caused externally and internally (Osmanagic Bedenik, 2003: 17). Although many authors advise the preparation of a systematic program to avoid the crisis (Luecke, 2005: 53), there are
situations that are impossible to predict and avoid
and in most cases often occur due to: technical diﬃculties, natural events, economic conditions, illness
and deaths.
Practice shows that postponing a concert is more
demanding than arranging it, while the outcome is
always the same - a loss, because it cannot be inﬂuenced by any of these unpredictable situations. For
example, no insurance company in the Republic of
Croatia insures concerts against inclement weather
conditions because the risk is too great. In such situations the decision-making ability of managers is
the key of success. Concerts are considered as group
events, but because of their uniqueness they require
a speciﬁc, prepared and trained approach that ensures the elimination of uncertainties and reduce
526

the risk to the minimum through all phases of the
organization of the concert, from preparation to its
implementation and ﬁnal evaluation.

4.2 Organizational process from the planning to
evaluation
Depending on the size of the concert, the organizational process can last from a few weeks to a year
or more. The average time required for organizing a
commercial concert in Croatia, (for approximately
three thousand visitors) lasts from six months to a
year.
The basis of each project’s budget is always limited,
pre-deﬁned and approved in advance by the investor / performer, depending on who is the main organizer.
The concert manager has full responsibility. He is at
the top of the hierarchical pyramid and builds the
team according to these units which make the organizational process.
The entire process can be divided into six closely
related entities that intertwine, complement and go
from one to another. The main components and the
most important actions within each are:
1. Logistics involves processes of negotiations
and contract conclusions with performers,
taking care of the additions to the contract
(technical and hospitality riders), obtaining
work permits (if performers are foreign citizens) and all other matters that are related to
the performer and his escort team (transport,
accommodation, food, drinks) before, during
and after the show, during the entire stay.
2. Technical issues include the purchase / lease
of the necessary sound and light equipment
as a whole, the preparation and management
of the stage (staging) during the duration of
the concert.
3. Marketing is an area which requires knowledge of all the available tools, channels
(Pavičić et al., 2007: 181) and the communication mode of the market. Analysis of the
targeted public (Tomić, 2008: 83) is crucial
and one must not forget that, when it comes
to institutions in the ﬁeld of culture and art,
the external public also includes celebrities,
artists and related institutions (Pavičić et al.,
2007: 231). In case of the concerts the product
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is the music while the promotion strategy is of
unquestionable importance because of all the
activities and resources that are directed to all
current and future target groups through effective communication, information and persuasive action (Pavičić et al., 2007: 191).
4. Security and insurance include hiring a security service that takes care of peace and order
in the venue, and the conclusion of the insurance liability in the case of breakdowns, ﬁres,
ﬂoods, etc.
5. Managing the ﬁnances implies tracking funds
in the budget, the timely fulﬁlment of obligations towards suppliers, paying taxes, local
taxes and similar charges related to the general business of the company.
6. Meeting the legal, legislative and other provisions – knowing and respecting the law22,
submitting the application for a public gathering permit to the Ministry of Internal Affairs, signing contracts and paying the compensation to ZAMP (Protection of music
copyright), obtaining necessary permits from
the competent institutions.
These actions take place simultaneously. Most of
the time they are synchronized and require trained
personnel. Another peculiarity is the employment
according to the principle of the pulsating organizations (Van der Wagen, Carlos, 2008: 17). The process begins with planning a smaller team of people,
and as the concert approaches a growing number of
people is engaged that will reach its maximum on
the day of the concert.
Concerts can be extremely cost eﬀective but can
also lead to signiﬁcant ﬁnancial losses (more in: Van
der Wagen, Carlos, 2008: 13) if a suﬃcient number
of tickets are not sold. For this reason, forming the
appropriate price is extremely important for success.
Ticket price is formed by calculating the base points
of coverage that is equal to the total ﬁxed cost divided by the diﬀerence of selling price and variable
cost per unit (Pavičić et al., 2007: 171).
Modern trends require constant research and processes of reducing uncertainties. In the case of concerts uncertainty is partially reduced by launching
an early ticket (early bird) that indicates the preproduction price. With the announcement a small
number of tickets are released on the market and

the time in which tickets will be sold out is measured
for organisational reasons. Although economically
they are the most unproﬁtable for the organizers at
the same time they are a very reliable indicator of
the success of the upcoming event.
Also, they may be let on sale in the case of a crisis
- knowing the negative factors that could signiﬁcantly reduce sales in the future. Then the number
of tickets that marks a critical mass - enough people so that the venue would not look empty and the
event would not be declared as unsuccessful before
it begins - are released on the market.
The presale price represents a middle ground between early entrance fees and basis points of coverage while the price per day can be increased up
to 50% from those presales and allows reaching the
base points of coverage and / or making a proﬁt.

5. Obstacles and Challenges
There are many obstacles before the concert management in Croatia that prevent professional treatment and adequate access to the process of the
organization that requires knowledge, skills and
abilities.
One of the main obstacles is the fact that on the
territory of Croatia there is no institution that conducts systematic sampling of concert statistics.
The information system of the Croatian Composers Society (HDS ZAMP) does not support the data
processing in a structured way when it comes to the
number of concerts held live by genre, size (number
of visitors) and the type of location in which it was
held. The only information available to the public
is the billing fee that can be found in the annual reports23 and is not suﬃcient for analysis and other
processing. Organizers of concerts pay a fee in the
amount of 10% of the total gross income of the concert24. These payments are made to the authors of
the reported musical works. How frequently and
eﬃciently the reported information is veriﬁed remains questionable.
The Croatian Association for Protection of Performers’ Rights (HUZIP), however, pays the funds
to the performer. At the same time there is not any
database of the events that were held. And ﬁnally,
not even the Croatian Musicians Union (HGU)
keeps records of previous concerts and similar
events, because they are not competent, they do
not ask for any reporting of future concerts that will
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take place, nor do they issue any permits and similar
documents for holding the events.
The only institution that has a database is the Ministry of Interior Aﬀairs (MUP)25 to whom it is obligatory to report any public gatherings where more
than twenty people are expected, otherwise sanctions will follow. It is a very extensive database that
includes peaceful gatherings, public protests and
public events26 which implies gatherings organized
for the purpose of making a proﬁt from business activities27.
The Ministry of Culture issued a strategic plan in
May 2013 for the period from 2014 to 201628. The
two main objectives are related to the development
of cultural and artistic creativity together with production and public communication and protected
and preserved cultural heritage. The concept of
a concert does not appear on any occasion in the
strategic plan.
In a report on culture and art in 201329 the Central
Bureau of Statistics deﬁnes a concert as a public performance that is a constituent part of the whole
programme of an event, while performing during
formal events and festivities includes participation only in a part of the whole programme30. It
brings the processed data from annual reports that
are ﬁlled by theatres, orchestras, ensembles, choirs,
radio stations, television centres31 etc., while commercial concerts are not mentioned at all.
One of the challenges that are mostly associated
with the ﬁnancing are relations with sponsors /
partners. The basic problem in the case of commercial shows and concerts is the development
of perceptions on how to connect the brand with a
particular type of event (Pavičić et al., 2007: 60). In
certain cases the brand does not want to be related
to the individual performer due to the unfavourable
impact of the image, business policy (...), while on
the other hand performers, especially those in the
ﬁrst category often sign exclusive contracts with
brands. In this case, if the sponsors and venues of
concert performances do not match, there is no real
way to solve the situation because one of the sides
must break the agreement. In that case the simplest
solution is absence of promotional messages of
sponsors entirely (of which the sponsor is notiﬁed
in advance).
The importance of this item shows the fact that any
serious agreement that organizers make with the
performer contains separate articles about the ban
528

and / or conditions of highlighting brands32 during
the performance. Violation of rules related to the
sponsorship invariably leads to the termination of
the contract and paying the penalty33.

6. Conclusion
Concert management requires quick and eﬀective
adaptation measures in order to be positioned in
the global market. Market research can greatly contribute to setting guidelines of vision and mission
of this industry which thanks to technology and the
media is one of the fastest growing in the world.
Commercial music needs to be accepted as such,
and used to popularize other, lesser-known genres
that are classiﬁed in the category of cultural music.
Self-proclaimed managers should be trained in efﬁcient ways of doing business. It is very important
to eradicate the grey economy with greater involvement of regulatory institutions. It is necessary to
start with the introduction of systematic data monitoring of concerts held (their size, the number of
visitors, production costs, etc.) and credibility control in order to start following trends and do benchmarking.
It was found that some crisis situations cannot be
avoided, and it is therefore necessary to adopt speciﬁc precautions and suggestions for the most eﬀective and fast ways of ﬁnding solutions. There is no
adequate protection against some forms of crisis.
Adverse future events can be partially controlled by
signing contracts, annexes and similar documents.
The most important measures of precaution regarding the possible cancelling the show or changing the
date on which it is held (in the case of death, natural
disasters, acts of God e.g. sudden failure and power
outage in the wider area, etc.) are the following:
1. The pre-agreed backup date of performance
that suits both the organizer and the artist;
2. Pre-prepared material and ﬂow crisis communication channel with the media in order
to pass the information to as many people as
possible in the shortest period of time. Insurance companies do not oﬀer protection from
these occurrences in their packages and measures of precaution are rarely enforced.
By joining the European Union Croatia has greatly
facilitated business with other countries. This advantage should be exploited in order for Croatian
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music to become an integral part of the European
scene. But to be appreciated by others, we should
learn to evaluate it and make it proﬁtable where it
was made.

for creating a national database. If we want continuous data collection and in order to make these data
relevant, the next step is cooperation with ZAMP,
HUZIP, HGU and the performers themselves.

Continued research should be redirected towards
the MUP (Ministry of Internal Aﬀairs) as the only
institution that has a database on public gatherings. It is possible to ﬁnd out the exact number of
concerts, the venue and the approximate number
of visitors by analysing, classifying and selecting information, which can then serve as the foundation

Once the entire system is set up, it will be possible to evaluate each event economically. Depending on the value which remains questionable even
after this paper, it is necessary to create a synergy
between research and music profession in order to
include commercial music into the category which
will have an artistic value.
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KONCERTNI MENADŽMENT U HRVATSKOJ: ZAPREKE I
IZAZOVI
Sažetak
Pojam koncertni menadžment u Republici Hrvatskoj pri svakom pokušaju institucionalizacije nailazi na
mnogobrojne zapreke. Za razliku od drugih zemalja unutar Europske unije, ne postoji registar koncertnih
pozornica kao ni objekata za pružanje usluga slušanja/konzumiranja glazbe u vidu nastupa. Upravljanje
procesom organizacije je nedorečeno, a institucije blisko povezane s tom vrstom kulturnih događanja nisu
klasiﬁcirale kategorizaciju ili analizu događanja koja ulaze u područje koncerata. Komercijalna glazba, kao
ekonomski daleko najisplativija, potpuno je zanemarena te joj se u okvirima kulturnih događanja ne pridaje
ni najmanja pozornost, već se, naprotiv, smatra nekvalitetnom i nevažnom.
Rad pokušava uobličiti spomenuti žanr, unutar kojega se ubrajaju razni glazbeni pravci koji ekonomski donose značajnu korist i pomažu opstanku neizravno povezanih djelatnosti, te u konačnici pozitivno utječu
na gospodarstvo. Uspoređujući svjetske trendove govori se o položaju hrvatske glazbene industrije te se
navode osnovne zapreke postavljanju čvrstih temelja za izgradnju primjerenoga sustava valorizacije koncertnoga poslovanja koji, kao dio kreativne industrije, bilježi strelovit ekonomski rast.
Ključne riječi: koncertni menadžment, komercijalna glazba, glazba i gospodarstvo
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Trg Ljudevita Gaja 7,
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katica.krizanovic@gmail.com
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5. MEĐUNARODNI ZNANSTVENI
SIMPOZIJ GOSPODARSTVO ISTOČNE
HRVATSKE – VIZIJA I RAZVOJ /
5TH INTERNATIONAL SCIENTIFIC
SYMPOSIUM ECONOMY OF EASTERN
CROATIA – VISION AND GROWTH
Ekonomski fakultet u Osijeku, u suorganizaciji s
Ekonomsko-poslovna fakulteta u Mariboru, Ekonomskim fakultetom u Tuzli i Hrvatskom akademijom znanosti i umjetnosti, Zavodom za znanstveni i
umjetnički rad u Osijeku, bio je organizatorom Petoga međunarodnoga znanstvenoga simpozija Gospodarstvo istočne Hrvatske – vizija i razvoj koji se
je održavao od 2. do 4. lipnja 2016. godine na Ekonomskom fakultetu u Osijeku.
Cilj je Simpozija interdisciplinarnim pristupom
potaknuti znanstvenike i stručnjake, iz zemlje i inozemstva, na istraživanja koja će doprinijeti razvoju
gospodarskih aktivnosti i pokrenuti održivi razvoj
istočne Hrvatske, ali i cijele Republike Hrvatske.
Zbornik radova ovogodišnjega simpozija obuhvaća 107 znanstvenih i stručnih radova s ukupno tristotinjak autora i suautora iz Bosne i Hercegovine,
Mađarske, Slovenije, Poljske, Kanade, SAD-a i Hrvatske. Radovi su sistematizirani u devet tematskih
područja: Povijesna nasljeđa u razvoju istočne Hrvatske, Novi trendovi u razvoju gospodarstva, Ljudski kapital u funkciji društveno-ekonomskoga razvo-

ja regije, Međusektorska suradnja & Partnerstva,
Ekologija – zaštita prirode i okoliša, Društveno odgovorno poduzentištvo, Regionalni razvoj – izazovi i
prilike i Financijske institucije.
Poseban interes istraživača, i ove godine, bio je za
razvoj kontinentalnoga turizma (kulturni turizam,
nautički riječki turizam, spomenička baština, promocija turističke ponude, klasterizacija turističkih
sadržaja i dr.), korištenje obnovljivih izvora energije,
ali i unaprjeđenje poslovnih procesa. Razmatralo
se i o utjecaju državnih jamstava na jačanje maloga i srednjega poduzetništva, ali i o nekim novim,
alternativnim modelima ﬁnanciranja projekata –
crowdfundingom (grupnim ﬁnanciranjem) i dr. Slijedom navedenoga, ova publikacija je namijenjena,
ne samo znanstvenicima i istraživačima, već i stručnjacima iz prakse u smislu pronalaženja rješenja i
pomoći pri odlučivanju u vođenju posla; kako domaćim, tako i stranim investitorima u pronalasku
novih rješenja i vizija za razvoj, ali isto tako i predstavnicima lokalnih i regionalnih vlasti u kreiranju
razvojne gospodarske politike, te studentima.
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Tematsko područje Povijesna nasljeđa u razvoju
istočne Hrvatske daje pregled provedenih poduzetničkih aktivnosti u Slavoniji i Baranji u razdoblju
od 1969. do 1989. godine, te razrađuje kakav je bio
utjecaj Trianonskoga sporazuma na gospodarski
položaj Belja kao tadašnjega najvećeg dobra Baranje. Ujedno, opisuje i nedaće koje su zadesile obrtnike u Osijeku nakon Drugoga svjetskog rata i gotovo ga u potpunosti uništile. Ovo poglavlje razmatra
mogućnost održivoga očuvanja industrijske baštine industrije Đuro Đaković iz Slavonskoga Broda
u kontekstu potencijalne gospodarske aktivacije.
Proučavanjem zbirke rukom pisanih recepata i materijala umetnutih između stranica (različite reklame, letci, podatci iz kućnoga proračuna, pisma, razglednice, računi, itd.) kao dodatnoga biografskoga
materijala pomaže u razumijevanju šire slike obitelji
i njezinih članova, čiji su tragovi utkani u povijest
istočne Slavonije.
Najopsežnije tematsko područje Novi trendovi u
razvoju gospodarstva daje prikaz 29 radova koji
obrađuju teme vezane za prijenos poslovanja kao
izazov u malim i srednjim poduzećima istočne Hrvatske, način mjerenja uspješnosti malih obiteljskih
hotela, utjecaju porezne politike na sektor turizma
u Hrvatskoj, kao i mogućnosti razvoja riječkoga
nautičkog turizma u istočnoj Hrvatskoj. Nadalje,
razmatra se korištenje CCF metode tj. metoda ukamaćenih gotovinskih tijekova u procjeni vrijednosti
poduzeća, kao i uloga interne revizije u korporativnom upravljanju i tenedencijama njezinoga razvoja
u budućnosti.
Područje obrađuje način vrednovanja relativne
učinkovitosti visokoobrazovnih institucija ekonomskoga usmjerenja te pokazuje da promatrane
visokoobrazovne institucije u prosjeku nisu jednako
učinkovite u svakom području djelovanja. Ujedno,
javna institucija prestaje biti samo obrazovna institucija i postaje aktivnim čimbenikom iskustvene
ekonomije razvojem popularizacijskoga simpozija
kao nove organizacijske platforme za velika događanja. Inovativnim razvojem knjižnice doprinosi se
stvaranju društva znanja.
U poglavlju se razmatra utjecaj državnih jamstava na kretanja u malom i srednjem poduzetništvu, a provedeno istraživanje pokazuje pozitivnu
korelaciju između odobrenih državnih jamstava
na zapošljavanje i rast prihoda u malim i srednjim
poduzećima. Nadalje, izravna strana ulaganja u
ICT-i pozitivno doprinose rastu BDP-a i izvozu.
Poglavlje obrađuje niz tema o važnosti primjene
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suvremene informacijsko-komunikacijskih tehnologija u poslovnim procesima kao što su: korištenje
neuronskih mreža u procjeni kreditne sposobnosti poduzeća; sposobnost strateškog promišljanja i
poduzetnička orijentacija međusobno su povezani
na nekoliko načina, dok je MACS sustav jedan od
temeljnih alata za strateško upravljanje, i kao takav,
utječe na uspješnost ključnih poslovnih procesa u
poduzećima. Poglavlje ukazuje i na moguće zlouporabe koje se mogu počiniti uz pomoć moderne
računalne tehnologije, a nastale štete mogu prouzročiti velike probleme u funkcioniranju, ne samo
nacionalnoga, nego i gospodarstva cijeloga svijeta.
Ujedno, dan je pregled kritičnih čimbenika uspjeha
start-up poduzeća kroz razvoj istraživačkoga modela, a pregledom poduzetništva žena navode se najčešći problemi i prepreke s kojima se susreću žene
poduzetnice u Republici Hrvatskoj.
Tematsko područje Ljudski kapital u funkciji
društveno-ekonomskoga razvoja regije obuhvaća
25 radova koji obrađuju problematiku vezanu za
vrednovanje učinkovitosti visokoobrazovnih institucija postavljeno u sedam faza; kako nova verzija
standarda ISO 9001:2015 utječe na upravljanje karijerom tj. ljudskim resursima u organizaciji; vrednovana je potencijalna povezanost strateškoga razvoja/
integracije upravljanja znanjem i stadija životnoga
ciklusa poduzeća kako bi se dao uvid u razvoj prakse upravljanja znanjem u Republici Hrvatskoj, te naznačuje utjecaj ulaganja u razvoj ljudskoga kapitala
na razvoj gospodarstva regije navodeći obrazovanje
kao jedan od ključnih čimbenika gospodarskoga i
održivoga razvoja. Ujedno, predstavljeno je i stanje
informatičke pismenosti nastavnika u visokoobrazovnim institucijama. Naime, provedenim istraživanjem došlo se do zaključka kako se preko 70%
nastavnika i suradnika visokoškolskih ustanova u
RH procjenjuje digitalno kompetentnima u uporabi
računala i digitalnih tehnologija. Digitalna pismenost, koja se nužno naslanja na knjižnice, nužan je
preduvjet daljnjega razvoja društva. Naše knjižnice
nisu u mogućnosti pratiti nove trendove, kako zbog
nedostatka opreme, tako i nerazumijevanja nužnosti usvajanja navedenih znanja. Nadalje, razrađuje
se uloga mentora u poduzećima. Mentor, pored
savjetodavne uloge, mora svojim učenicima biti i
„trener“ koji će ih poučiti kako riješiti problematiku
situacija u kojima se može naći. Strast prema učenju
i usvajanju novih znanja, uz nužne genetske predispozicije, „čarobna je formula“ dobroga učenika s
potencijalom budućega vođe. S druge strane, strast
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prema učenju i prenošenju znanja, osobine su koje
odlikuju kvalitetnoga mentora.
Na primjerima iz prakse iz okruženja (studije slučaja iz Bosne i Hercegovine) dokazan je pozitivan
odnos između razvoja timskoga rada i inovativnosti
turističkih organizacija, kao i važnost ﬁnancijske pismenosti kod donošenja odluka koja ujedno predstavlja i jedan od ključnih čimbenika ekonomskoga
rasta.
Međusektorska suradnja & Partnerstva tematsko
je područje koje razmatra imidž koji prema Republici Hrvatskoj imaju susjedni Mađari u smislu razvoja
turizma istočne Hrvatske; interakcijom znanosti i
gospodarstva postiže se gospodarski razvoj regije, a
modelom javno-privatnog partnerstva utječe se na
razvoj lokalne samouprave.
Područje Ekologija – zaštita prirode i okoliša daje
pregled devet radova vezanih za implementaciju
„zelene ekonomije“ kao modela gospodarskog razvitka, temeljenoga na principima održivoga razvoja; razmatraju se mogućnosti korištenja obnovljivih
izvora energije u istočnoj Hrvatskoj i spremnost
potrošača na plaćanje „zelene“ električne energije.
Ujedno, obrađuje se problematika vezana uz gospodarenje otpadom i zaključuje kako integralni sustav
gospodarenja otpadom u RH još uvijek nije prisutan
u praksi.
Tematskim područjem Društveno odgovorno poduzetništvo obuhvaćeno je devet radova koji obrađuju teme vezane za društveno odgovorno poslovanje koje je izišlo iz okvira društvene odgovornosti
korporacija koje ovaj koncept većinom koriste u
sklopu marketinških aktivnosti radi privlačenja kupaca; važnosti društveno odgovornoga ponašanja
svih aktera društva u svim sektorima i djelatnostima. Poseban naglasak je stavljen na društveno
odgovorno ponašanje pojedinca jer je pojedinac
svojim stavovima i percepcijama važan stimulator
kreiranja stvarnih napora za društveno odgovorno djelovanje. Zanimanje pojedinaca/potrošača za
ekološkim proizvodima, ali i za proizvodima onih
poduzeća koje, pri svom poslovanju, vode računa
o internim i eksternim dionicima, značajno raste
iz godine u godinu što zasigurno ima utjecaj na
promjenu načina poslovanja. Istovremeno, naglašena je potreba za boljom edukacijom menadžera
koji bi trebali biti uzor djelatnicima u odgovornom
i moralnom ponašanju, razvojem netehnoloških,
odnosno menadžerskih inovacija koje osiguravaju
dugoročnost i uspješnost samoga poslovanja, kao i

potreba za internom revizijom kako bi se osiguralo
kontrolno okruženje koje će onemogućiti nastanak
sukoba interesa, prijevara i korupcija. Temeljem
svega navedenoga može se zaključiti kako je potrebno sustavno raditi na povećanju svijesti o važnosti
društveno odgovornoga poslovanja i ponašanja,
naglašavajući kako društveno odgovorno ponašanje
nije osobni odabir pojedinca, nego podijeljena odgovornost svih aktera društva.
Značaj civilnoga društva za razvoj regije obuhvaća razmatranje donacija u ﬁnanciranju neproﬁtnih
organizacija.
Tematsko područje Regionalni razvoj – izazovi
i prilike obuhvaća 14 radova i obrađuje tematiku
vezanu za postizanje održivoga razvoja ruralnoga
turizma u istočnoj Hrvatskoj kroz integriranu turističku ponudu različitih speciﬁčnih oblika turizma,
odnosno klasterizacijom turističke ponude, kao i
mapiranje potencijala razvoja kulturnoga turizma
u Slavoniji i Baranji. Na primjeru iz Poljske predstavljen je značaj posebnih ekonomskih zona za
razvoj regije. Razrađena je pravna osnova regionalnoga razvoja istočne Hrvatske i istaknuta potreba
za učinkovitim iskorištenjem EU sredstava, te veća
odgovornost i djelotvornost institucija vlasti sa svrhom postizanja gospodarskog i društvenog razvoja.
Strateški dokumenti Republike Hrvatske nemaju
poveznicu s događajima u okruženju, za koji su pripremljeni, niti se pri tome oni koji ih sastavljaju i
(uvjetno) provode drže pravila donošenja i njihove
implementacije. Prostorno se planiranje u Republici Hrvatskoj ne provodi strateški, što onemogućuje kvalitetnu infrastrukturu koja bi trebala biti
temeljem daljnje internetizacije i razvoja digitalne
pismenosti.
Provedena je komparativna analiza konkurentnosti
velikih slavonskih poduzeća u odnosu na regiju. Nadalje, utvrđeno je, kako se u ovisnosti o različitom
ideološkom okviru hrvatskih vlada, neujednačeno
ulaže u smanjivanje nezaposlenosti i poticanje stranih ulaganja, te nedostaju dugoročni ciljevi i zajednička strategija koja se ne bi mijenjala zajedno s
promjenom Vlade.
Financijske institucije, ujedno i zadnje tematsko
područje u knjizi, pruža podatke o neto ﬁskalnoj
poziciji regija u Hrvatskoj, te ukazuje na važnost
razvijanja odgovarajućega poreznog okvira za sve
dijelove ﬁnancijskoga sustava u Republici Hrvatskoj. Razmatra se prihvaćanje bitcoina kao digitalne
valute u Hrvatskoj. Predstavljena je međuovisnost
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tržišne cijene dionice i zarada po dionici zatvorenih investicijskih fondova u Republici Hrvatskoj. U
ovom poglavlju analizira se novi, alternativni, model ﬁnanciranja projekta – crowdfunding (grupno
ﬁnanciranje).
Zbornik radova na ukupno 1103 stranice obuhvaća
radove u devet tematskih cjelina. Svaki od radova
pisan je na engleskom jeziku i sadrži sažetak na
hrvatskom i engleskom jeziku s navedenim ključnim riječima. Veliki je broj bibliografskih jedinica i
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brojni su ilustrativni prikazi koji doprinose kvaliteti
radova. Svi radovi su rezultat znanstvenih istraživanja autora iz zemlje i inozemstva uz korištenje
relevantne metodologije s obzirom na vrstu rada i
postavljeni cilj. Dosadašnji zbornici radova međunarodnoga znanstvenoga simpozija Gospodarstvo
istočne Hrvatske – vizija i razvoj, indeksirani su u
svjetskoj bazi podataka Thomson Reuters, Web of
Science. Kao i prethodna, tako i ovogodišnje izdanje, planira se indeksirati u navedenoj bazi.
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16. MEĐUNARODNA
KONFERENCIJA IZ OPERACIJSKIH
ISTRAŽIVANJA KOI 2016
Hrvatsko društvo za operacijska istraživanja, Ekonomski fakultet u Osijeku i Odjel za matematiku
Sveučilišta u Osijeku organizirali su 16. međunarodnu konferenciju iz operacijskih istraživanja pod
naslovom “16th International Conference on Operational Research KOI 2016”.

vatske, Turske, Brazila, Slovenije, Slovačke, Irana,
SAD-a, Srbije, Republike Makedonije, Francuske,
Mađarske, Rumumnjske, Velike Britanije, Nizozemske, Tanzanije, Španjolske, Južne Afrike, Novog
Zelanda, Indije, Hong Konga, Danske, Kolombije,
Čilea i Bosne i Herzegovine.

Ova se konferencija još od 1991. godine redovito (u
početku svake, a zatim svake druge godine), održava
u različitim gradovima u Republici Hrvatskoj. Cilj
joj je okupiti znanstvenike, istraživače i praktičare iz
operacijskih istraživanja i srodnih znanstvenih disciplina (primijenjena matematika, statistika, kvantitativne metode za poboljšanje poslovnih procesa),
kako bi se razvili modeli i metode za poboljšanje
uspješnosti u poslovanju i u drugim područjima. U
svijetu su kvantitativne metode i modeli vrlo važan
dio sustava odlučivanja u poduzećima i institucijama, a znanstveni radovi iz toga područja široko
zastupljeni u vrhunskim časopisima. U posljednje
vrijeme posebno je popularan trend korištenja metoda operacijskih istraživanja u analizi velikih količina poslovnih podataka, poznatih pod nazivima
Business Analytics, Big Data, Data Science i sličnima. Ova konferencija želi promovirati područje
operacijskih istraživanja u Republici Hrvatskoj, ali
i omogućiti razmjenu ideja i suradnju s inozemnim
istraživačima, te posebno potiče rad mladih istraživača u ovom području.

Konferenciju su, osim Hrvatskoga društva za operacijska istraživanja, potpomogli Ekonomski fakultet
u Osijeku, Odjel za matematiku, Sveučilište Josipa
Jurja Strossmayera u Osijeku, Ministarstvo znanosti, obrazovanja i sporta i Turistička zajednica grada
Osijeka. Više informacija o konferenciji raspoloživo
je na mrežnoj stranici: http://www.hdoi.hr/koi2016.

Na ovogodišnjoj konferenciji sudjelovalo se sa 119
radova ukupno 237 autora iz 25 zemalja svijeta: Hr-

Pet pozvanih predavanja i posebna sekcija o
IPM metodama
Konferencija se sastojala od pozvanih predavanja (5
pozvanih predavača iz Danske, SAD-a, Španjolske,
Slovenije i Mađarske) te sedam sekcija: (1) teorija i
primjena operacijskih istraživanja, (2) matematičko
programiranje, (3) višekriterijsko odlučivanje, (4)
kvantitativne metode u bankarstvu i ﬁnancijama,
(5) statistika i ekonometrija, (6) strojno učenje, rudarenje podataka i poslovna analitika te (7) posebna
sekcija o Interior-Point metodama i srodnim područjima u čast prof. Gorana Lešaje.
Prvi od pozvanih predavača, profesor Jakob Krarup sa University of Copehagen iz Danske oduševio je prisutne svojim pomalo šaljivim povijesnim
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pregledom važnih postignuća u području operacijskih istraživanja s naglaskom na metode linearnog
programiranja i zaslužnog znanstvenika Stevena
Vajdu. Sljedeća tri pozvana predavanja bila su na
temu metoda strojnog učenja koje danas postaje sve
popularnije u obradi podataka. Profesor Andrew
R. Barron s University of Yale, govorio je o umjetnim neuronskim mrežama i algoritmima koji unaprjeđuju njihovo učenje i prediktivne sposobnosti
u situaciji s velikim obimom podataka. O uporabi
metoda rudarenja podataka za predviđanje potresa govorio je pozvani predavač profesor Francisco
Martinez Alvarez, s Pablo de Olavide University Seville iz Španjolske. Marko Bohanec sa Instituta Jožef
Štefan u Ljubljani predstavio je njihove znanstvene
napore u izgradnji sustava zasnovanoga na znanju
DEX koji kvalitativnim metodama višekriterijskioga odlučivanja može pomoći u donošenju odluka,
a koriste ga istraživači i praktičari u više zemalja
svijeta. Posljednji pozvani predavač, Tibor Illes sa
Budapest University of Technology and Economics
iz Mađarske, iznio je nekoliko klasa i algoritama za
rješavanje problema linearne komplementarnosti te
naveo moguće primjene u praksi. Osim njih, posebnost konferencije bilo je sudjelovanje autora iz vrlo
udaljenih zemalja, kao što su Hong Kong, Čile, Kolumbija, Novi Zeland i druge.
Osim pozvanih, na konferenciji je izloženo i 119 prijavljenih radova koje je prihvatio Programski odbor.
Sažetci radova tiskani su u Book of Abstracts, a
cijeli će radovi, nakon konferencije, biti podvrgnuti dvostrukoj slijepoj recenziji. Prihvaćeni radovi
bit će potom objavljeni u međunarodno priznatom
časopisu Croatian Operational Research Review,
koji je indeksiran u bazma WoS ESCI, EbscoHost,
Proquest, Inspec, Current Index to Statistics, Current Mathematical Publications, Mathematical
Reviews (MathSciNet), DOAJ, EconLit i drugima.
U izdavanju časopisa također se ostvarila suradnja
Hrvatskoga društva za operacijska istraživanja i još
tri fakulteta u Republici Hrvatskoj: Ekonomskoga
fakulteta u Osijeku, Splitu i Zagrebu, te Odjela za
matematiku Sveučilišta u Osijeku.

Okrugli stol na temu operacijskih istraživanja
u obrazovanju
Pored znanstvenoga dijela, važan događaj na konferenciji bio je i Okrugli stol na temu “Operacijska
istraživanja u obrazovanju” koji je vodila dr. sc. Kri540

stina Šorić sa Zagrebačke škole ekonomije i menadžmenta s gostom predavačem Hansom Ittmannom
s University of Johannesburg, Južna Afrika. Kako
bi se čulo i mišljenje praktičara koji koriste kvantitativne metode u svojim aplikacijama, na Okrugli
stol bile su pozvane i tvrtke članice udruge Osijek
Software City. Najprije su izneseni rezultati istraživanja o obrazovanju u ovome području u Europi
i Republici Hrvatskoj, a zatim su svoje komentare
iznijeli panelisti prof. dr. sc. Mirta Benšić, pročelnica Odjela za matematiku Sveučilišta u Osijeku, prof.
dr. sc. Lidija Zadnik Štirn, predsjednica Slovenske
sekcije za operacijska istraživanja, Matija Kopić,
direktor tvrtke Farmeron, prof. dr. sc. Marijana Zekić-Sušac, predsjednica Hrvatskoga društva za operacijska istraživanja te prof. dr. sc. Goran Lešaja s
Georgia Southern University iz SAD-a. U razgovoru
se došlo do zaključaka da je iz područja kvantitativnih metoda na hrvatskim fakultetima potrebno
više kolegija, da programe treba unaprijediti kako bi
pratili razvoj tehnologije i pojavu novih zanimanja
na tržištu rada te da treba više međusobno surađivati i s poduzećima koje takva zanimanja traže, tj. ne
biti odvojeni “silosi”, već ostvariti bolju povezanost
s praksom. Panelisti su iznijeli primjere takve dobre povezanosti u SAD-u, a istaknuta je i ostvarena
dobra suradnja između tvrtke Farmeron i Odjela za
matematiku Sveučilišta u Osijeku na obradi podataka i znanstvenim radovima. Predsjednik Programskoga odbora bio je prof. dr. sc. Rudolf Scitovski, a
predsjednica Organizacijskoga odbora prof. dr. sc.
Marijana Zekić-Sušac.

Nagrada za najbolji rad mladih istraživača na
konferenciji
U okviru konferencije KOI prije dvije godine pokrenuta je dodjela Nagrade za najbolji rad mladih istraživača. Ove su godine za nagradu bila prijavljena tri
znanstvena rada autora mlađih od 35 godina, a povjerenstvo sastavljeno od jednoga profesora iz Splita i dva
profesora iz Zagreba odlučilo je nagradu dodijeliti autorima Slobodanu Jeliću i Domagoju Ševerdiji s Odjela za matematiku Sveučilišta u Osijeku za njihov rad
pod naslovom “The Government Formation Problem”.
U radu se predlaže model linearnoga programiranja
koji će omogučiti izbor kandidata za vladu na temelju
njihove stručnosti i povezanosti u društvenim mrežama. Vjerujemo da će ovo priznanje biti poticaj mladim
istraživačima s Odjela za matematiku za njihov daljnji
znanstveni rad.
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Upute autorima
Opis časopisa

Vrste radova

Ekonomski vjesnik / Econviews - Review of Contemporary Business, Entrepreneurship and Economic Issues
usmjeren je znanstvenicima i
praktičarima. Objavljuje radove koji doprinose teorijskim, metodološkim i empirijskim spoznajama
u kompleksnom području ekonomije. Radovi se
mogu temeljiti na kvantitativnim i na kvalitativnim
analizama, mogu predstavljati sinteze dosadašnjih
istraživanja i ukazivati na otvorena pitanja u posebnim područjima društveno-ekonomske prakse.
Prihvaćaju se radovi usmjereni na različite razine
istraživanja (od pojedinačnih slučajeva do manjih
ili velikih uzoraka) i različite kontekstualne okvire
(mala, srednja i velika poduzeća, industrijski sektori, lokalna, regionalna i nacionalna gospodarstva, međunarodna ekonomija, gospodarske grane,
zdravstvo i obrazovanje, rad i demograﬁja, prirodni
potencijali i drugi društveno-ekonomski okviri).

Časopis objavljuje recenzirane radove (znanstvene
članke), izvješća o istraživanju, znanstvene rasprave
i prikaze. Povremeno se izdaju i tematski brojevi.
Radovi podliježu postupku dvostruke slijepe recenzije (eng. double blind review) koju provode domaći
i međunarodni recenzenti. U okviru postupka
stručnog recenziranja, radovi objavljeni u časopisu
svrstavaju se u jednu od sljedećih kategorija: izvorni
znanstveni radovi, prethodna priopćenja, pregledni
radovi i stručni radovi. Radovi moraju biti na engleskom jeziku. Stručni radovi, prikazi i slični prilozi mogu se objavljivati na hrvatskom jeziku.

Časopis je usmjeren na znanstvena područja
ekonomije, poslovne ekonomije i poduzetništva, a
zbog njihove neodvojive povezanosti s drugim disciplinama - informacijskim i tehničkim znanostima,
pravom, sociologijom, psihologijom i drugima, objavljuju se i radovi s multidisciplinarnim sadržajima.

Podnošenje radova
Podneseni radovi ne bi smjeli biti ranije objavljeni
niti predani na razmatranje za objavljivanje negdje
drugdje. Radovi se dostavljaju u elektroničkom obliku na elektroničku adresu: ekonomski.vjesnik@
efos.hr. Detaljne upute za autore mogu se pronaći
na http://www.efos.unios.hr/ekonomski-vjesnik/
upute-autorima/. Uz rad u odvojenoj datoteci
potrebno je dostaviti naslovnu stranicu i kratku biograﬁju (ne više od 100 riječi) za svakog (su)autora.

Autorska prava (Copyright)
Autori čiji se rad objavljuje u časopisu Ekonomski
vjesnik / Econviews - Review of Contemporary
Business, Entrepreneurship and Economic Issues
automatski prenose svoja autorska prava na časopis,
koji pridržava ta prava za sve radove koji su u njemu
objavljeni. Rukopisi se ne vraćaju.
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Etička načela
Etička načela za časopis Ekonomski Vjesnik / Econviews - Review of Contemporary Business, Entrepreneurship and Economic Issues temelje se na smjernicama za najbolju praksu za urednike časopisa
Udruge za etiku objavljivanja (COPE - Committee
on Publication Ethics).

Opće smjernice za autore
(General guidelines for authors)
Ne postoje strogi uvjeti, ali svi radovi moraju
sadržavati bitne elemente kao što su: sažetak,
ključne riječi, uvod, pregled dosadašnjih istraživanja
(teorijski okvir), metodologija, rezultati, rasprava,
zaključak. Takva se struktura preporučuje za znanstvene članke u kategoriji izvornih članaka, preth-
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odnih priopćenja i preglednih radova.
Radove je potrebno formatirati za ispis na papiru
veličine 210 x 297 mm. Treba koristiti fontove
Times New Roman ili Arial veličine 12 (osim ako
ovdje nije drugačije navedeno), a prored treba biti
1.5. Margine stranica (lijevu, desnu, gornju i donju)
treba postaviti na 25 mm. Tekst mora biti poravnat s
lijevom i desnom marginom (obostrano poravnato).
Rad bi trebao imati između 4500 i 6500 riječi.
Detaljne Upute za autore mogu se pronaći na
http://www.efos.unios.hr/ekonomski-vjesnik/
upute-autorima/. Radovi koji nisu napisani u skladu
s uputama neće se uzeti u obzir za objavljivanje.
Uredništvo

Guidelines for authors
Description of the journal

Types of papers

Ekonomski Vjesnik / Econviews – Review of Contemporary Entrepreneurship, Business, and Economic Issues is intended for researchers and practitioners, and devoted to the publication of papers
that contribute to the theoretical, methodological
and empirical insights in the complex ﬁeld of economics. Articles can be based on quantitative as
well as qualitative analyses; they can be a synthesis of previous research and discuss open issues in
speciﬁc areas of social and economic practice. The
journal welcomes papers focused on diﬀerent levels
of analysis (from individual cases to small or large
samples) and contexts (SMEs and large companies, industrial sectors, local, regional and national
economies, international economics, branches of
economy, healthcare and education, labour and
demographics, natural resources and other socioeconomic frameworks).

The journal publishes reviewed papers (scholarly
articles), research reports, scholarly debates and reviews. Individual issues can be dedicated to more
speciﬁc topics. Submissions will undergo a double
blind review. Within the peer review process, papers published in the journal are categorized in one
of the following categories: original scientiﬁc papers, preliminary communications, review papers
and professional papers. Papers must be in English.
Professional papers, presentations and other contributions can be published in Croatian.

The journal is focused on research in economics,
business economics and entrepreneurship, however, as these are closely intertwined with other disciplines – information and technical sciences, law,
sociology, psychology and other ﬁelds – multidisciplinary submissions are also welcome.

Submission
Submissions should not be published earlier or be
under consideration for publication elsewhere. The
papers should be submitted electronically to the email address: ekonomski.vjesnik@efos.hr.
In addition to the main manuscript, a separate ﬁle
should be sent containing the title page with a brief
biographical note for each author (details below).

Copyright
Contributing authors automatically waive their
copyright in favour of the journal. The journal reserves copyright of all papers published in it.

Ethical policy
The ethics statements for Ekonomski Vjesnik /
Econviews - Review of Contemporary Entrepreneurship, Business and Economic Issues are based
on the Committee on Publication Ethics (COPE)
Best Practice Guidelines for Journal Editors.
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Guidelines for authors

General guidelines for authors
There are no strict requirements but all manuscripts must contain the essential elements, for example: Title; Abstract; Keywords; Main part of the
paper: Introduction, Review of previous research
(Theoretical framework), Methodology, Results,
Discussion, Conclusion, References. Such article
structure is recommended for scholarly articles in
the category of original scientiﬁc papers, preliminary communications and review papers.
Papers must be formatted so as to allow printing
on paper size 210 X 297 mm. Times New Roman or
Arial font, size 12 (unless otherwise stated herein)
should be used, and line spacing should be 1.5.
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The margins (left, right, top and bottom) should be
25mm wide. The text should be aligned with both
the right and left margins (justiﬁed). The paper
should have between 4500 and 6500 words.
Detailed guidelines for authors can be found
at
http://www.efos.unios.hr/ekonomski-vjesnik/
guidelines-for-authors/. Papers that do not adhere
to these guidelines will not be considered for publication.
Editorial Board

