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INTERDEPENDENCE BETWEEN
RETURN AND RISK OF BANKS IN
THE REPUBLIC OF SERBIA
Abstract
In the last two years, the proﬁtability of the banking sector of Serbia has indicated the occasional tendency
to recovery. Viewed over the long term, proﬁtability of the banking sector is primarily a function of an
increase in lending activities with increased control in the ﬁeld of credit risk because the credit risk is an
essential problem of the banking sector in the Republic of Serbia, the region and individual EU countries.
Unlike credit risk, liquidity risk is very insigniﬁcant. In this paper, through an approach that has been developed by Alberts, we will explore the correlation between return and risk for a larger group of banks in
the Republic of Serbia. Therefore, the main objective of the paper is to determine whether factors such as
the size of the bank, i.e. business operations, lending activities, the competitive environment and the style
of management of the bank have an impact on the trade-oﬀ between return and risk.
Keywords: Return on invested funds, capital risk, credit risk, ﬁnancial leverage

1. Introduction
Dynamic environment and permanent and profound changes in the markets are forcing banks to
make strategic plans, and carry out forecasts of future market trends in the context of balancing the
relationship between return and risk. Therefore,
the primary task is to analyse past banking performance, as well as the relevant conditions in the
environment, and the strengths and weaknesses to
bring an adequate strategic plan to meet the objectives. To achieve this task validly, it is necessary to
apply a detailed analysis of the relevant indicators
of proﬁtability of the bank, and the breakdown of
their decisions on which elements of these signs the
management must focus its attention in the future
to achieve the desired performance.

ity of banks. The standard theory states that banks
can increase proﬁtability by maximizing return on
investment and minimizing costs. Also, it is vital
to note that the market power of banks, as well as
the proper combination of inputs and outputs, has
a signiﬁcant role in the interdependence of return
and risk. The market value of the bank represents
the price that investors are willing to pay for their
participation in the bank. According to DemirgucKunt and Huizinga (1998), the structure of banking
assets plays an important role for the trade-oﬀ between proﬁtability and risk taken. For example, the
high share of loans in total assets should aﬀect the
increase of return due to high risk. Also, a high proportion of non-interest bearing assets in total assets
can have a negative impact on bank proﬁtability.

In some scientiﬁc and professional papers, there is
an ongoing debate how to increase the proﬁtabil-

The diﬀerences in proﬁtability between the banks
can be explained by the diﬀerent structure and style
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of management. In particular, the comparison of
private and state-owned banks shows that the state
banks are often less eﬃcient than private. According to García-Herrero et al. (2009), research results
usually overwrite the fact that state-owned banks
hold assets of poor quality.
Proﬁtability of banks is primarily a function of internal and external factors. Internal factors relating
to the individual bank micro factors, such as the size
of the bank, the bank’s share capital, the risks and
the operational eﬃciency of the banks. Unlike internal factors, external factors are related to macroeconomic variables and industry-speciﬁc variables.
Some studies regarding macroeconomic analysis
used inﬂation, the market interest rate, GDP per
capita growth rate of the GDP, etc.
Of all the observed variables, inﬂation has a fundamental impact on proﬁtability, as further volatility
of inﬂation could have serious consequences for the
proﬁtability of the banking sector. It is possible to
borrow at a high risk and engage in activities that
carry a high return in order that all this will lead to
a higher total return, but the market showed that
the viability of the bank’s performance over time is
primarily dependent on the adopted strategy, i.e.
attitude towards risk and management skills of the
bank. This paper is structured in four parts. The
ﬁrst part refers to the introductory discussion in
the context of the current debate on the problem of
bank proﬁtability and factors aﬀecting proﬁtability.
The second part relates to the methodology or approach that has been developed by Alberts and is to
be applied in the paper. The third part refers to the
research results and the last part to the concluding
observations.

vested funds (ROIF) will compose the two components: the return on earning assets of banks (ROEA)
and an earning power factor (EP):
where:
(1)
– Interest income plus another income net of administrative costs, as well as a commission for toxic
loans;
– Interest bearing assets;
– Earning power factor;
– Return on earning assets of banks
The previous equation reﬂects the diﬀerent aspects
of the banking business. Management of the bank
may make a variety of decisions that directly or
indirectly aﬀect the components of the previous
equation. Net proﬁt margin describes the eﬀectiveness of cost management, while on the other hand,
utilization of assets reﬂects the policy of banking
portfolio. Management decisions can positively affect the equity multiplier, where funding sources are
selected, and set as a target are the size of dividends
that shareholders should receive. In principle, the
major banks have a high multiplier (or a relatively
small share of capital in ﬁnancing sources). Given
that the capital has to absorb potential losses from
operations, the higher the multiplier, the greater the
risk exposure of a bank failure.
Return on ﬁnancial leverage (ROFL) can be written
in the following way:
(2)

2. Methodology
Banking ROE in the DuPont model is composed as
a multiplier of earnings and return on assets (ROA),
which could be explained by the average utilization
of assets and proﬁts, i.e. net interest margins. In
this paper, we use a similar approach, developed by
Alberts (1989), which is implemented by Lindblom
(1994 and 2001), who found the trade-oﬀ between
return and risk banking. The indicator of return on
equity (ROE) will decompose the two components,
namely: the return on invested funds (ROIF) and
return on ﬁnancial leverage (ROFL). To better illustrate the model in the context of the sensitivity of
banks to credit risk and liquidity risk, return on in10

where:
– average interest expenses on debt;
– total debt (liabilities); and
– equity capital.
Return on ﬁnancial leverage measures the proﬁtability of banks regarding their assets and depends
on the banks’ exposure to credit risk and liquidity
risk. Bank management may aﬀect the margin proﬁt
indicator in the context of the selection mix of collected funds, bank size, control of operating expenses, pricing services and minimizing tax liabilities of
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the bank. By carefully and selectively allocating its
assets mostly in the direction of orientation on income loans and investments, avoiding excessive risk
can be inﬂuenced by the increase in the average income for the property.

3. Analysis of the performance of the banking
sector of the Republic of Serbia
The banking industry of the Republic of Serbia
consists of commercial banks operating under the
supervision of the National Bank of the Republic
of Serbia as a regulatory authority, which is responsible for the monitoring of the banking sector.
Commercial banks are independent in their activities regarding making a proﬁt on the principles of
solvency, liquidity, and proﬁtability. The ﬁnancial
system of the Republic of Serbia is predominantly

a bank-centric system, where the participation of
banks in the total assets of the sector at the end of
2014 amounted to about 92.0%. Most of the bank’s
assets in the Republic of Serbia comprise loans
and receivables with about almost 64.1%, because
banks are still oriented towards traditional credit
and deposit operations. The dominant share in the
banking sector of the Republic of Serbia is still held
by foreign banks with a total share of about 54.1%,
mainly originating from Italy, Austria and Greece,
while domestically-owned banks have in relation to
the proportion in the assets and equity of the banking sector a somewhat more widespread organizational network and a large number of employees.
The graph below illustrates the tendency of changes
in the number of banks in the Republic of Serbia for
the period: April 2004 – March 2015.

Figure 1 The average number of banks in the period: Q4 2004 – Q3 2015

Source: www.nbs.rs (Adjusted by author)

As can be noted from the previous graph, the number of banks has been slightly reduced in the last 11
years. However, if we take into account an earlier
period, i.e. the 2000s when the number of banks
was signiﬁcantly higher, with 81 banks operating in
that period, it can be concluded that the number of
banks has signiﬁcantly decreased. At the end of the
third quarter of 2015, the banking sector of the Republic of Serbia was operating a total of 30 banks.
The main reasons that have contributed to reducing
the number of banks can be stated as follows: loss of
license to continue operations, the consolidation of
some banks, the impact of the global economic crisis and weakened business. The table below shows
the average number of employees in the banking
sector of the Republic of Serbia for the period: Q4
2004 – Q3 2015.

Table 1 The average number of employees in the
banking sector for the period: Q4 2004 – Q3 2015
Period

The average number of
employees

IV 2004 – IV 2008

27964

IV 2009 – IV 2012

29673

IV 2013 – III 2015

25291

Source: www.nbs.rs

The table above shows that the number of employees prior to the global economic crisis and the period of the beginning of the crisis had an upward
trend. In early 2013 there was a signiﬁcant decrease in the number of employees by about 14%
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assets, loans, deposits, and revenues. The highest
level of concentration is expressed regarding retail deposits and total revenues. The table below
shows the movement of the ten largest banks in the
system regarding the assets for the period 2011 –
2014.

due to the weakened economic activity and reduction of bank assets, and because of the liquidation
of a number of banks. The banking sector in the
Republic of Serbia is signiﬁcantly fragmented because most of the banks have only small shares in
the most important categories of business, such as

Table 2 Changes in assets of the ten largest banks in the system for the period: 2011 – 2014 (billion RSD)
2011

2012

%

Banca Intesa

392

14.8

1

413.3

14.3

1

427

15.0

1

Komercijalna banka

275

10.4

2

324.2

11.3

2

364

12.8

Unicredit bank

199

7.5

3

243.6

8.5

3

252

8.9

Raiﬀeisen banka

194

7.3

4

199.6

6.9

5

205

Societe Generale

189

7.1

5

202.9

7.1

4

Eurobank EFG

160

6.1

6

168.9

5.9

6

%

The
Rank value of
assets

2014

The
value of
assets

Banks

The
Rank value of
assets

2013
%

The
Rank value of
assets

%

Rank

473

15.9

1

2

406

13.7

2

3

265

8.9

3

7.2

5

224

7.5

4

221

7.8

4

222

7.5

5

158

5.6

6

146

4.9

7

Hypo-Alpe-Adria

147

5.5

7

168.5

5.8

7

125

4.4

8

119

4.0

9

AIK banka

143

5.4

8

154.4

5.4

8

152

5.4

7

173

5.8

6

Vojvođanska banka

93

3.5

9

104.1

3.6

9

109

3.8

9

123

4.1

8

Alpha banka

85

3.2

10

-

-

-

-

-

-

-

-

-

Sberbank

-

-

-

101.9

3.5

10

-

-

-

-

-

-

Banka Poštanska
štedionica

-

-

-

-

-

-

100

3.5

10

113

3.8

10

Source: http://www.nbs.rs

The analysis of the ten largest banks in the system
according to the criteria in total assets, loans, and
deposits leads to the conclusion that the banks
participating in the balance sheet total of about
74% in total loans at about 75%, and total deposits from 75%. As can be seen, and the largest bank
in the Republic of Serbia regarding banking assets
is Banca Intesa, which makes an average of about
15% of the balance sum of the banking sector. If we
compare the value of the assets of the bank around
the year 2011, it would be shown that the relative
value of assets increased by about 20%. Therefore,
the ﬁrst three banks out of ten banks have consistently held the same rank regarding the value of assets. Banks that had a variable trend concerning
movements of asset value for the reference period
were: Hypo-Alpe-Adria Bank, Societe Generale,
Eurobank EFG, while AIK bank improved its position slightly.1

12

The most important measure of return in banking
return on equity is determined by the way in which
the bank implemented all other categories of return.
It also reﬂects the power of the banks to compete
in obtaining funds from private sources of capital
in the market. Also, the return on assets has capital
importance regarding management eﬃciency bank
assets. If the value of the ROA indicators are less
than 0.5%, it is considered that bank proﬁtability is
poor, if it is between 0.5% and 1%, it is average, if the
ROA value is between 1% and 2%, bank proﬁtability
is good, whereas if the value of the ROA indicators
is above 2%, the proﬁtability is high. If the ROA values are higher than 2.5%, this shows that this is a
market where there is a banking cartel or high-risk
portfolio of the bank. In contrast to the tendency of
the description of the movement of ROA indicators,
if the value of the ROE indicators is above 25%, then
you have an incredibly large debt of the bank in the
ﬁnancial market.
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Table 3 Certain indicators of proﬁtability of the banking sector of Serbia for the period: 2008 – Q2
2015 (in %)
Proﬁtability ratios

2008

2009

2010

2011

2012

2013

2014

Q2 2015

The average weighted interest
rate

12.8%

11.6%

10.3%

10.3%

9.6%

8.9%

8.0%

7.5%

The average weighted deposit
interest rate

5.3%

4.9%

4.2%

4.4%

4.2%

3.7%

2.7%

2.1%

Spread

7.5%

6.7%

6.1%

5.9%

5.4%

5.2%

5.3%

5.4%

NIM (percentage of average
interest-bearing rate)

7.8%

6.9%

6.2%

6.1%

5.6%

5.4%

5.5%

5.5%

ROE

9.3%

4.6%

5.4%

6.04%

2.05%

-0.36%

0.1%

1.1%

ROA

2.1%

1.0%

1.1%

1.23%

0.43%

-0.07%

0.6%

5.4%

Leverage

4.5%

4.5%

5.0%

5.0%

20.5%

20.9%

20.7%

21.2%

Source: http://www.nbs.rs/internet/cirilica/55/55_4/index.html (Accessed on: January 15, 2016)

The table above shows that the considered indicators of proﬁtability of the banking sector of Serbia for the period 2008 - Q2 2015 tended toward
a volatile trend. The weighted average interest rate
is the highest value recorded in 2008 (12.8%), the
lowest in Q2 2015 (7.5%) and an average of 9.8%.
Also, the average weighted deposit rate followed the
same trend in the movement, i.e. the greatest value
achieved in 2008 (5.3%), the lowest in the second
quarter of 2015 (2.1%) and the mean value of 3.9%.
Therefore, consequently moving weighted average
lending and deposit interest rates, i.e. the diﬀerences between them ranged and net interest margin, which is the highest value recorded in 2008 by
7.5%, the lowest in 2013 of 5.2% and an average of
5.9%. In the European Union (EU), the net interest
margin ranging from 1 to 2%. As the main factors
of high net interest margins in the Republic of Serbia states primarily: high liquidity risk regarding the
maturity of the deposit, high rates of toxic loans, the
reduced inﬂow of capital from abroad, inﬂation expectations, and inadequate ﬁnancial intermediation
and underdevelopment of capital markets. Credit
risk is mainly transformed into credit losses for the
banks, which was of capital importance. It refers to
the domestic banks that about 70% of its assets are

invested in loans. Looking at the period from 2008
until 2014, there can be seen a tendency of growth
of non-performing loans in the total loan portfolio.
At the end of 2014, the share of problem loans in the
total loans of the banking sector of Serbia increased
by 0.1 percentage points, i.e. to 21.5% more growth
rate of the net results of the banking industry of Serbia in the second quarter of 2015 compared to the
growth in assets and capital. This is primarily the
result of partial improvement in proﬁtability indicators compared to the same period last year.2

3.1 Data and research results
The data that will be used in this paper are based
on an analysis of data from the audited accounting
statements of banks, i.e. balance sheet and income
statement. Thus, the analysis relies primarily on an
analysis of past ﬁnancial performance of banks regarding the analysis from the point of return of bank
riskiness of the business. The table below shows the
calculation of the indicators of return on earning
assets and making the power factor of 23 selected
commercial banks in the Republic of Serbia for the
period: 2008 – Q2 2015.

Table 4 Average ROA and the EP for a particular group of banks in the Republic of Serbia for the period: 2008 – 2014
Banks

ROEA

Std dev

EP

Std dev

Banca Intesa A.D.- Beograd

9.89%

66.89%

0.78

7.50%

Komercijalna banka A.D.- Beograd

9.04%

50.45%

0.71

8.34%
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Banks

ROEA

Std dev

EP

Std dev

Raiﬀeisen Banka A.D.- Beograd

10.49%

222.0%

0.75

6.90%

Eurobank A.D.- Beograd

9.87%

126%

0.77

7.36%

Societe Generale banka Srbija A.D.- Beograd

9.60%

257.98%

0.83

6.55%

Alpha Bank Srbija A.D.- Beograd

8.52%

215.99%

0.77

7.09%

Unicredit Bank Srbija A.D.- Beograd

9.20%

107.0%

0.79

8.99%

Erste Bank A.D.- Novi Sad

11.41%

123.0%

0.77

5.80%

Credit Agricole banka Srbija A.D.- Novi Sad

8.66%

172.0%

0.78

4.46%

Hypo Alpe-Adria-Bank A.D.- Beograd

8.53%

148.0%

0.77

7.02%

ProCredit Bank A.D.- Beograd

11.32%

93.0%

0.87

4.62%

OTP banka Srbija A.D.- Novi Sad

7.56%

179.0%

0.80

6.43%

Sberbanka Srbija A.D.- Beograd

7.64%

105.0%

0.80

3.78%

Agroindustrijska komercijalna banka „AIK banka“ A.D.Niš

15.74%

350.0%

0.70

12.61%

NLB banka A.D.- Beograd

12.58%

173.0%

0.59

11.90%

Findomestic banka A.D.- Beograd

9.51%

152.0%

0.82

4.76%

Marﬁn Bank A.D.- Beograd

6.62%

193.0%

0.76

9.63%

KBM Banka A.D. Kragujevac

11.76%

446.0%

0.59

7.32%

Opportunity banka A.D.- Novi Sad

13.40%

117.0%

0.77

5.99%

mts banka akcionarsko drustvo, Beograd

10.90%

514.0%

0.57

12.46%

JUBMES banka A.D.- Beograd

8.46%

199.0%

0.69

6.64%

Srpska banka A.D.- Beograd

13.43%

306.0%

0.65

7.72%

VTB Banka a.d. Beograd

5.15%

215.0%

0.76

10.89%

Source: Calculation by author based on data from the audited ﬁnancial statements

Although there are signiﬁcant diﬀerences in the
earning power factor observed for 23 commercial
banks, it should be noted that slight diﬀerences can
have a signiﬁcant eﬀect on the movement of return
and risk. A combination of factors earning power and
return on interest-bearing assets can be explained by
the high credit risk regarding disbursed loans which
make up the majority share of interest-bearing assets. The highest average return on interest-bearing
assets of 23 commercial banks observed for the period 2008 - 2014 was recorded for AIK bank – with
AIK of 15.74% and earning power factor of 0.70 and
a variation of 12.61%. On the other hand, the lowest average return on interest-bearing assets of all
banks surveyed was achieved by VTB Bank 5.15%
and earning power factor of 0.76, and the same
ﬂuctuation of 10.89%. High rates of change factors
14

earning power are primarily owed to the high rate
of participation in non-performing loans in the total loan portfolio. Analysis of the proﬁtability of the
banking sector based on the ownership structure is
not of a homogeneous character. At the end of 2014,
the domestic state banks accounted for 19.2% of the
net assets of the banking sector, the domestic private
banks from 6.3%, while foreign-owned banks participated by 74.5%. Therefore, the biggest challenge
regarding the average proﬁtability is indeed borne by
the banks in majority state ownership, which is primarily due to the restructuring of certain operations
of domestic banks3. The tables 5 and 6 below illustrate the analysis of indicators of return on invested
funds (ROIF) and analysis of performance due to the
use of ﬁnancial leverage (ROFL) by 23 commercial
banks in the Republic of Serbia.
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Table 5 Analysis of movement of return on invested funds and ﬁnancial leverage selected group of
banks in the Republic of Serbia for the period: 2008 – 2014 (in %)
Parameter

ROIF

Banks
Banca Intesa A.D.Beograd
Komercijalna banka
A.D.- Beograd
Raiﬀeisen Banka A.D.Beograd
Eurobank A.D.- Beograd
Societe Generale
banka Srbija A.D.Beograd
Alpha Bank Srbija
A.D.- Beograd
Unicredit Bank Srbija
A.D.- Beograd
Erste Bank A.D.- Novi
Sad
Credit Agricole banka
Srbija A.D.- Novi Sad
Hypo Alpe-AdriaBank A.D.- Beograd
ProCredit Bank A.D.Beograd
OTP banka Srbija
A.D.- Novi Sad
Sberbanka Srbija
A.D.- Beograd
Agroindustrijska
komercijalna banka
„AIK banka“ A.D.- Niš
NLB banka A.D.Beograd
Findomestic banka
A.D.- Beograd
Marﬁn Bank A.D.Beograd
KBM Banka A.D.
Kragujevac
Opportunity banka
A.D.- Novi Sad
mts banka akcionarsko drustvo, Beograd
JUBMES banka A.D.Beograd
Srpska banka A.D.Beograd
VTB Banka a.d.
Beograd

2008

2009

2010

2011

2012

2013

2014

7.45%

8.60%

7.70%

8.21%

8.02%

7.47%

6.72%

7.74%

6.19%

7.31%

6.44%

6.99%

6.42%

6.14%

5.29%

6.40%

13.08%

7.44%

7.29%

7.55%

6.67%

6.84%

6.73%

7.94%

8.93%

8.38%

6.31%

7.96%

6.93%

7.21%

7.26%

7.57%

11.75%

9.57%

6.40%

6.66%

7.08%

7.01%

6.71%

7.88%

8.99%

4.28%

5.11%

7.26%

6.12%

7.13%

6.25%

6.45%

10.67%

6.15%

6.99%

7.05%

6.69%

6.80%

6.50%

7.26%

9.85%

9.87%

7.98%

8.92%

9.06%

8.13%

7.62%

8.77%

6.86%

9.23%

5.68%

6.99%

6.42%

5.93%

5.75%

6.69%

9.17%

7.73%

6.91%

6.19%

5.23%

6.32%

4.75%

6.61%

10.38%

9.21%

10.84% 10.18%

9.57%

8.55%

9.78%

7.10%

4.85%

4.78%

7.28%

4.39%

6.97%

6.53%

5.98%

7.08%

6.20%

5.51%

6.62%

5.33%

6.07%

5.73%

6.08%

14.73%

17.45%

12.66%

9.40%

8.88%

8.98%

6.21%

11.18%

9.55%

7.55%

7.41%

8.29%

7.33%

5.40%

5.99%

7.36%

7.58%

9.44%

6.69%

6.65%

6.42%

8.15%

9.38%

7.76%

6.07%

3.55%

4.22%

5.14%

4.92%

4.80%

5.09%

4.83%

6.72%

8.62%

1.415,71%

7.62%

6.91%

7.30%

8.38%

6.71%

8.61%

11.72%

9.04%

10.48%

9.82%

10.89% 11.70%

10.32%

8.39%

6.54%

2.91%

3.64%

6.18%

6.72%

5.60%

5.71%

5.54%

5.35%

5.46%

8.08%

6.69%

5.66%

3.73%

5.79%

9.92%

6.09%

8.43%

10.01% 11.80%

5.89%

8.64%

8.68%

1.19%

3.02%

1.92%

4.85%

4.52%

6.12%

3.92%

9.73%

5.86%

Average

Source: Calculation by author based on data from the audited ﬁnancial statements
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Table 6 Analysis of movement of return on invested funds and ﬁnancial leverage selected group of
banks in the Republic of Serbia for the period: 2008 – 2014 (in %)
Parameter Banks

ROFL

2008

2009

2010

2011

2012

2013

2014

Average

Banca Intesa A.D.Beograd

1.50%

2.99%

3.08%

1.94%

0.81%

0.80%

2.76%

1.98%

Komercijalna banka
A.D.- Beograd

1.92%

1.58%

1.37%

2.71%

1.88%

2.87%

0.37%

1.81%

Raiﬀeisen Banka A.D.Beograd

3.31%

1.42%

1.51%

1.47%

1.19%

0.98%

0.33%

1.46%

Eurobank A.D.- Beograd

0.45%

0.31%

0.25%

0.33%

0.24%

0.21%

0.26%

0.29%

Societe Generale banka
Srbija A.D.- Beograd

9.71%

7.28%

4.91%

2.23%

2.43%

2.76%

2.83%

4.59%

Alpha Bank Srbija A.D.Beograd

0.74%

(0.51%)

0.80%

0.66%

0.40%

0.73%

1.90%

0.67%

Unicredit Bank Srbija
A.D.- Beograd

2.01%

1.13%

0.96%

0.86%

0.92%

0.91%

0.82%

1.08%

Erste Bank A.D.- Novi
Sad

1.37%

1.12%

1.04%

2.09%

2.80%

2.37%

1.48%

1.75%

Credit Agricole banka
Srbija A.D.- Novi Sad

0.19%

3.11%

1.42%

1.42%

1.47%

0.75%

0.73%

1.30%

Hypo Alpe-Adria-Bank
A.D.- Beograd

1.53%

3.02%

1.91%

1.37%

0.26%

0.31%

0.90%

1.33%

ProCredit Bank A.D.Beograd

2.23%

2.78%

5.50%

4.97%

3.89%

3.97%

OTP banka Srbija A.D.Novi Sad

0.80%

(2.60%)

(3.08%)

(5.16)

(1.52%)

0.52%

0.44%

(-1.51%)

Sberbanka Srbija A.D.Beograd

0.70%

1.22%

1.35%

1.50%

1.51%

1.95%

1.97%

1.46%

Agroindustrijska
komercijalna banka „AIK
banka“ A.D.- Niš

0.43%

1.18%

1.15%

0.45%

0.57%

0.59%

0.19%

0.65%

NLB banka A.D.Beograd

0.98%

1.02%

1.16%

1.79%

0.41%

0.08%

0.33%

0.82%

Findomestic banka A.D.Beograd

1.76%

1.39%

0.87%

0.67%

0.25%

0.25%

0.30%

0.78%

Marﬁn Bank A.D.Beograd

0.24%

0.06%

0.04%

0.09%

0.15%

0.04%

0.24%

0.12%

KBM Banka A.D.
Kragujevac

0.20%

0.45%

(0.88%)

0.68%

0.82%

0.48%

1.11%

0.41%

Opportunity banka A.D.Novi Sad

1.93%

1.39%

0.95%

1.61%

1.83%

2.40%

3.01%

1.87%

mts banka akcionarsko
drustvo, Beograd

(0.30%)

0.07%

0.03%

0.03%

0.17%

0.11%

0.40%

0.07%

JUBMES banka A.D.Beograd

4.53%

0.70%

0.60%

1.47%

0.57%

0.35%

0.13%

1.19%

Srpska banka A.D.Beograd

0.57%

0.44%

1.72%

0.72%

1.77%

0.59%

(0.07%)

0.82%

VTB Banka a.d. Beograd

0.01%

0.07%

(2.23%)

(0.03%)

0.35%

0.14%

0.45%

(1.24%)

3.36%

5.06%

Source: Calculation by author based on data from the audited ﬁnancial statements
16

God. XXX, BR. 1/2017. str. 9-19

UDK: 336.71(497.11) / Original scientiﬁc article

Return on ﬁnancial leverage (ROFL) refers not only
to the exposure to capital risk already applied to interest rate risk. The analysis that considered commercial banks in the Republic of Serbia reveals that
a high level of use of ﬁnancial leverage regarding
comparing economic activity, bad credit loans, increased credit risk, liquidity and risk management
may lead to credit losses and a fall in the rate of return. The highest average return on investment of
23 observed commercial banks for the period 2008
– 2014 was achieved by AIK bank (11.18%), while
on the other hand, the average return on ﬁnancial
leverage at the same bank and the same period
amounted to 0.65% which is certainly a proper management of assets, and liabilities. The bank in the
reporting period had a relatively high level of capital
adequacy, secure investments, and good provisions
for credit risk. On the other hand, the lowest average return on investment of a total of 23 banks in
the observed period 2008 – 2014 was recorded VTB
Bank (3.92%), while the return on ﬁnancial leverage
was negative and amounted to (1.24%). This situation at VTB commercial bank may be due to the
bad politics of loans, high operating costs, high cost
of provisions and other expenses. If we compare
the value of the assets of the top ten banks with
the results of research, i.e. the return on invested
assets and the return on ﬁnancial leverage, it is to
conclude that there is a complete correlation. For
instance, the average return on investment of Banca
Intesa was quite high and stable, but not the greatest. On the other hand, the return on ﬁnancial leverage was extremely favourable. Therefore, we can
conclude that there is an absolute interdependence,
but not complete. Banca Intesa has managed its assets and liabilities as the reduced exposure to credit
risk in a way that had good coverage of provisions
for potential losses.

4. Conclusion
Positioning the bank to increase and maintain profitability primarily reﬂects the bank’s ability to generate proﬁts at a rate that may be above the aver-

age of the branches while assuming some degree of
risk. Risk management is a measure of the performance assessment of management and employees
about the competition. Regarding capitalization,
the banking sector of the Republic of Serbia has remained highly capitalized, as the capital adequacy
ratio is above the regulatory minimum and two
times higher than the minimum required by the
EU. Credit risk is the biggest threat not only to the
banking sector of the Republic of Serbia but also the
region and the individual countries of the EU.
This analysis aimed to determine the relationship
between the return and risk of a select group of
banks in the Republic of Serbia. As you might notice
the return on investment of a particular number of
banks has been stable and even had a growing trend
while some banks had a volatile and negative performance. The main reasons for this situation are
primarily bad policy lending, and high exposure to
credit risk, high operating costs, high costs of borrowing, high liquidity risk of certain banks in terms
of deposit maturity, withdrawal of deposits of individual banks in foreign ownership, a certain level of
inﬂation expectations, the decline in economic activity and the impact of the post-crisis period. The
risk that banks take on is the degree of uncertainty
regarding future returns, with good risk management that carries a greater reward.
Also, analysis of 23 commercial banks has found
that small diﬀerences in the earning factor can have
a signiﬁcant impact on the trade-oﬀ between return
and risk because the poor structure of interest bearing assets can have a high impact on the proﬁtability of banks. When it comes to the performance of
banks, it is important to observe their time dimension and behaviour over an extended period of ﬁve
years or more. Sustainability in performance over
time is primarily dependent on the adopted strategy, appetite for risk, management skills, and banks.
Thus, the long-term viability of the performance
and proﬁtability can only be achieved with the increase in credit growth and adequate risk management process.
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MEĐUZAVISNOST PRINOSA I RIZIKA BANAKA U
REPUBLICI SRBIJI
Sažetak
U posljednje dvije godine proﬁtabilnost bankarskoga sektora Republike Srbije ukazuje na tendenciju umjerenoga oporavka. Promatrajući na duži rok, proﬁtabilnost bankarskoga sektora je prije svega u funkciji
povećanja kreditne aktivnosti uz povećani nadzor u domeni kreditnoga rizika, jer je kreditni rizik esencijalni problem, kako bankarskoga sektora u Republici Srbiji, tako i u regiji i u pojedinim zemljama EU-a. Za
razliku od kreditnoga rizika, izloženost riziku likvidnosti bankarskoga sektora, bila je niska. U ovome ćemo
radu, kroz pristup koji je razvio Alberts, istražiti korelaciju između prinosa i rizika za veću skupinu banaka
u Republici Srbiji. Dakle, osnovni je cilj rada utvrditi imaju li čimbenici poput veličine banke, poslovnih
operacija tj. kreditne aktivnosti, konkurentskoga okruženja i samoga načina upravljanja bankom utjecaja na
odnos između prinosa i rizika.
Ključne riječi: prinos na investirana sredstva, kapitalni rizik, kreditni rizik, ﬁnancijski leverage
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REGIONAL ENGAGEMENT OF THE
HIGHER EDUCATION INSTITUTIONS
IN THE REPUBLIC OF CROATIA
Abstract
The aim of this paper is to present results of empirical research on regional orientation and engagement
of Croatian higher education institutions (HEIs). The second goal is to research if there is any diﬀerence
between Croatian universities and polytechnics in their regional focus. Contribution to regional economic,
social and cultural development of a region is a recent mission that is, in addition to education and research,
imposed on HEIs. With the establishment of public polytechnics across the country, the Republic of Croatia has adopted a new mission of HEIs, and has established them with the aim of contributing to regional
development. Such institutions should, in comparison to universities, be more regionally oriented, i.e. oﬀer
study programs and research needed by the regional industry. Since the diﬀerences between universities
and vocational studies are not clearly deﬁned by the law in Croatia, referred orientation should be a component of distinction. For the purposes of this paper, a sample of Croatian public university constituents
and polytechnics was deﬁned. A questionnaire was drafted and sent to the relevant persons at the HEIs.
Research results and statistical tests indicate that there is no statistically signiﬁcant diﬀerence in regional
orientation and engagement between universities and polytechnics. Further research in this area will seek
to contribute to raising awareness of the HEIs and of the economic policy carriers regarding the diﬀerentiation of the HEIs and to encourage the implementation of the regional mission of Croatian polytechnics,
particularly through external evaluation.
Keywords: Universities, polytechnics, diﬀerences, regional engagement, the Republic of Croatia

1. Introduction
The main objective of this paper is to present the results of the empirical research on regional orientation and engagement of Croatian higher education
institutions (HEIs). The second goal is to research
if there are any diﬀerences between Croatian universities and polytechnics in their regional mission
and focus. Contributing to the economic, social and
cultural development of the region is a new mission
that, in addition to education and research, has been
set before tertiary institutions. The stated mission
includes active cooperation with the private and
public sectors in the region in order to stimulate in-

novation and development. The development of the
third mission was due to the expansion of higher
education that included an increase in the number
of students and higher education institutions, as
well as an increase in staﬀ and public investment in
tertiary education, which is why it was necessary to
justify the increased investment. With the Higher
Education Act (Oﬃcial Gazette 96/93, 34/95, 48/95,
29/96, 54/96, 59/96, 129/00, 78/03 – Authoritative
Interpretation)1 from 1993, the Republic of Croatia
has set the foundations of a binary system of higher
education by which higher education in Croatia is
acquired through both universities and vocational
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studies. With this, Croatia accepted the European
trends in higher education and in the second half
of the 1990s it began with the establishment of new
HEIs, the so-called polytechnics, which is an important novelty in relation to the former unitary system
of higher education (universities only). In addition,
respecting the obligation to adjust legislation in the
ﬁeld of higher education with the European standards, in 2003 Croatia adopted a new Scientiﬁc Activity and Higher Education Act (Oﬃcial Gazette
123/03, 198/03, 105/04, 174/04, 46/07, 63/11, 94/13,
139/13, 101/14, 60/15)2, by which the Republic of
Croatia has continued to apply and has further expressed more institutionally and substantially its
tendency to establish university studies within the
framework of universities and professional studies
within the framework of polytechnics and colleges.
The justiﬁcation of Croatian diversiﬁcation of the
HEIs, their regional engagement and orientation,
and whether there is a diﬀerence between them in
the ﬁeld of regional engagement, is a question which
this paper has tried to answer. For the purposes of
this paper, the empirical research was conducted in
2016 (July) on Croatian public HEIs. The research
subject was the regional orientation and engagement of the Croatian HEIs, their involvement in
the ﬁeld of cooperation with regional economic and
public entities, and the potential diﬀerence between
Croatian universities and polytechnics. The methodology used for the presentation of research results includes descriptive statistics, the Chi-square
test and the Wilcoxon runk-rum test (Wilcoxon
Mann-Whitney U-test, or WMW test).
The research task in this paper was to verify the assumption that between diﬀerent HEIs there is no visible diﬀerence in their primary orientation towards
the regional, national and international labour market, from the perspective of scientists. The above is
set as a research task since Croatia is harmonizing
its higher education system with European standards, but the diﬀerences between university studies,
which are oﬀered at universities and vocational studies, which primarily should be oﬀered at polytechnics
are still not legally fully deﬁned. The basic problem
is that there is a mixed system of higher education
and diﬀerent types of institutions in the Republic of
Croatia, but their basic diﬀerence is not known nor is
it recognized in the labour market. According to the
practice in some European countries (such as Finland, the Netherlands, Germany and Austria)3 that
have a binary system of higher education, the dif22

ferentiation of these institutions lies in their primary
(but not exclusive) orientation, whereas universities
are focused more nationally and internationally, and
polytechnics are focused more regionally. The emphasis on vocational studies is on expert and practical education that meets the needs of the region in
which they are established, as opposed to universities
which are more nationally and internationally oriented and place an emphasis on academic education and
basic research.
This paper is structured in four chapters. In the
introduction, the problem and the subject of research, objective and basic hypothesis of the paper are deﬁned. The second chapter presents the
scientiﬁc and professional literature in the wake of
researching regional functions of higher education
institutions and the interaction between scientiﬁc
and economic sectors. The third chapter presents
an analysis of the results of empirical research conducted in the Republic of Croatia on a sample of
public universities and polytechnics, while the ﬁnal
chapter is dedicated to conclusions.

2. Theoretical Bases of Development of
Regional Functions of Higher Education
Institutions and Literature Review
Institutions of higher education (HEIs) have traditionally performed two main tasks. One of the tasks
was related to research and the other to education.
With certain exceptions, such institutions have
mainly been independent and focused on the creation and development of knowledge essential for
basic and applied research in the ﬁeld of national
and global economy. Meeting local and regional
needs has not been taken into account. Recently, the
situation has changed. HEIs are faced with another
important task, to contribute to the economic, social
and cultural development of the region in which
they are located via open collaboration with stakeholders from the private and public sectors. Hence,
these institutions are no longer expected to ensure
only education and research. They are expected to
cooperate with economic entities and to be substantially more actively engaged in the development
of the region. Although HEIs are located outside
the major urban centres and have in a certain way
contributed to the development of the region, in
terms of human capital development, employment
and the impact on employment and income in the
region, such a passive impact on the development
of the region nowadays is no longer suﬃcient. It is

God. XXX, BR. 1/2017. str. 21-35

UDK: 378(497.5) / Original scientiﬁc article

necessary that these institutions become the engine
of regional development through contribution to
economic innovation, i.e. by connecting with key
stakeholders in the region, especially with the private and public sector.
Decentralization and the establishment of new institutions has led to the geographical spread of the
higher education oﬀer in an eﬀort to maintain the
spatial distribution of the educated population and
to achieve a balanced regional development and improve regional access to higher education. The consequence of that is the diversiﬁcation of HEIs with
a complex variety of universities, colleges, regional
colleges and professional educational institutions
in which the various institutions imposed diﬀerent responsibilities towards society. The regional
role varies depending on the type of institution. In
some countries, for example, universities are more
nationally and internationally oriented while polytechnics or universities of applied research are more
oriented towards meeting local, i.e. regional needs
(for example in Finland, the Netherlands, Germany
or Austria)3.
The inﬂuence of HEIs through cooperation with the
business sector on regional innovation and development is generally analysed in the literature using
the regional innovation systems concept (OECD,
2007: 124). The Regional Innovation System (RIS)
is a relatively new concept that ﬁrst appeared in the
early 1990s. It appeared a few years after the Briton
Christopher Freeman ﬁrst used the concept of the
innovation system. He used this concept in the analysis of the growth of the Japanese economy (Freeman, 1987), approximately at the same time when
the idea of a national innovation system appeared,
thanks to textbooks written by the Swedish economist Beng-Åke Lundvall (1992) and the American
economist Richard R. Nelson (1993). The author
who published the ﬁrst serious study of the regional
innovation system and thus created the concept of
RIS was Philip Cooke, a professor at the University
of Wales (UK), in his papers from 1992 and 1993
(Cooke, 2008: 395).
To better understand the concept of RIS, it is necessary to take a step back and explain the concept of
the national innovation system (NIS). The concept
of the NIS is the upgrading of the endogenous model of economic growth. The NIS emphasizes the role
of endogenous factors in economic growth, however, it is not just R&D and education themselves (linear model of innovation). It emphasizes innovation
as a driver of social and economic development, and

stresses the importance of interactive learning and
collaboration (interactive model of innovation) between science and economy. The NIS stresses the
importance of a legal, economic and institutional
framework which contributes to fostering cooperation. The essence of the innovation system is the
development of a framework that encourages the
interaction of science, government and economy
in order to increase innovation in society and the
economy. The main feature of the concept is that the
economic ability of innovation depends not only on
the activities of certain entities (companies, universities, research institutes, government institutions,
etc.), but it depends on how these entities cooperate
as parts of the system.
The Regional Innovation System (RIS) is a logical sequence of the economic theory development, since
long distances reduce the possibility of cooperation
between scientiﬁc institutions and businesses. The
RIS completely departs from the national innovation system (NIS), but stresses the importance of
a region as an appropriate economic space which,
due to physical proximity, increases the possibility
of frequent interaction between scientiﬁc, public
and private sectors. Literature on the RIS has developed as a result of the analysis of a number of
regions that have proven their success. In the literature, these regions are named diﬀerently, but they
have the same meaning, such as knowledge regions,
learning regions, innovative regions, high-tech regions, clusters, industrial districts, regional innovation systems etc. Examples of such regions from
the 1990s are Silicon Valley, Emilia-Romagna and
Baden Wuerttemberg (Asheim, Jan, 2006: 28).
The RIS has no generally accepted deﬁnition. It can
be deﬁned as a system that includes a group of organizations, such as educational institutions, local
and regional self-government units and economic
organizations that encourage cooperation and innovation in the region. Cooke has deﬁned a regional
innovation system as a set of public and private institutions that systematically engage and encourage
companies in the region to adopt common standards, expectations, values, attitudes and practices,
which encourage innovation culture and process of
knowledge transfer (Cooke, Memedovic, 2006: 4).
The presented literature review justiﬁes an increase
in importance of new, regional tasks of the HEIs.
In addition, the meaning and signiﬁcance of the
RIS was presented, as a concept which explains the
need to include the HEIs in the regional economy.
Motivated by the importance of cooperation be-
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tween the HEIs with regional economic entities and
public authorities, in this paper the set goal was to
examine whether the Croatian tertiary institutions
are aware of their third mission and how they assess
their regional focus and engagement. The next task
was to research if there is any diﬀerence in implementing the regional role between universities and
polytechnics in Croatia. In the recent international
scientiﬁc literature, some papers with a similar but
not the same topic can be found. Jaeger and Kopper (2014) wrote about the potential of the third
mission of the HEIs. They investigated a diﬀerentiation between the HEI-region-ﬁt of universities of
applied sciences (polytechnics) and universities in
Germany. They proved that universities of applied
sciences (polytechnics in Croatia) actually focus on
the regional employment structure more strongly
than universities.
There are some more papers that indicate that the
regional role varies depending on the type of institution. According to them, for example, universities
are more nationally and internationally oriented,
while polytechnics are more oriented towards
meeting local, i.e. regional needs (for example Pfeﬀer (2000)4, Schreiterer and Ulbricht (2009)5).
Furthermore, there are some studies which emphasize the regional task of polytechnics in relation to
universities, for example, a study of the Ministry of
Education of Finland (2005)6, the OECD (2007)7,
the City of Rotterdam Regional Steering Committee
(2009)8, and the European Commission (2014)9. For
example, the Report of the European Commission
(2014) indicates that research intensive HEIs (universities in Croatia) collaborate with companies,
bigger ﬁrms and high-tech companies and have
much international collaboration, and other HEIs
collaborate with local employers and small and medium companies (SMEs) and just some national/international collaboration in niche areas (European
Commission, 2014: 17).
In Croatia, the subject of this paper has not been
investigated in the way it is investigated in this paper, which shows a lack of interest in this important
topic. Regarding Croatian authors who have generally written about the collaboration of the scientiﬁc
and economic sectors, we should mention Radas
(2005), who in her work described the results of research into the motives of entrepreneurs in cooperation with scientiﬁc community, satisfaction with
the cooperation and how the same aﬀects selected
innovation indicators. Švarc (2001) wrote about the
national innovation system and has concluded that
the existing R&D system in Croatia is characterized
24

by a lack of infrastructural institutions, ﬁnancial
instruments, programs and state policy incentives
which aim to improve the partnership of science
and industry and the commercialization of research
results (Švarc, 2001: 1067).
What can be concluded from the presented literature overview is that scientists, given the importance
of the topic, have so far insuﬃciently addressed the
subject. The empirical part of this paper, presented
below, aims at providing further contribution to the
development of Croatian scientiﬁc thoughts regarding the regional mission of the HEIs. Then there will
be discussion on the binary (mixed) system of higher education, the interaction of the aforementioned
entities with the public and private sectors, and the
potential diﬀerence in orientation towards regional
/ national / international labour market between the
diﬀerent HEIs.

3. Methodology and Empirical Research
Results
3.1 Methodological Research Framework
The Empirical research for the purposes of this paper was conducted in 2016 (July) in the Republic
of Croatia. For that purpose, a research was conducted on samples composed of Croatian public
HEIs. Highly structured questionnaires were used
as the survey instrument. The survey and questionnaire have been prepared after a thorough review of
the scientiﬁc and professional literature. The total
number of public HEIs in Croatia, at the time of the
research was 96 (82 faculties and departments, 11
public polytechnics and 3 public colleges). Certain
faculties (total of 26) have been excluded from the
sample, because of their aﬃliation to a particular
scientiﬁc ﬁeld. They have no function to contribute to the development of economic subjects (e.g.
Humanities, Biomedicine and Health). Of the total
number of Croatian public HEIs, the population
related to the research in this paper, amounts 70
HEIs, with 30 who returned fully answered questionnaires, which makes 43% of the researched population. The questionnaire was sent at the level of
the HEIs to individuals performing vice-dean functions. They were mainly vice-deans for cooperation
with industry and business development, since they
should be best informed on this matter. If within the
institution there was no such function, the questionnaire was addressed to vice-deans for research.
The sample structure is presented in Table 1.
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Table 1 Structure of surveyed public higher education institutions (HEIs) according to type
Survey
Respondents

Share (%)

21

70

9

30

30

100

University constituents (Faculties)
Polytechnics
Total of Survey
Respondents

The questionnaire was sent to public HEIs regardless of their scientific area (apart from the
mentioned excluded areas). The structure of the
HEIs, according to scientific area, can be seen in
Graph 1.

Source: Results of the empirical research

Graph 1 Respondent HEIs according to scientiﬁc area (in absolute numbers)
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Source: Results of the empirical research

As it is presented in Graph 1, most respondents are
from the Social Sciences. It should be noted that
some institutions, in accordance with their interdisciplinary nature, cited aﬃliation to more scientiﬁc areas (mainly polytechnics). As it has been
mentioned before, there are no respondents from
the scientiﬁc ﬁelds that include the Humanities and
Biomedicine and Health.
The research task was to verify the assumption that
there is no statistically relevant diﬀerence between
universities and polytechnics in their primary orientation towards regional, national or international
labour market, from the perspective of scientists.
The diﬀerence in the primary orientation towards a
diﬀerent labour market is the practice in some European countries, which has already been discussed.

3.2 Empirical Research Results
Although the third mission of the HEIs is unquestionable and was articulated many times in scientiﬁc
and professional papers, the problem arises when
the contribution to regional development needs to
be measured, i.e. expressed qualitatively and quantitatively. There is no consent on how to measure

the contribution of scientiﬁc institutions to regional
economic development. While the general cooperation of science and industry is measured by indicators such as the number of innovations that the cooperation has produced, the number of registered
patents, the number of contractual research, scientiﬁc research funding, work on joint projects etc., the
contribution of scientiﬁc institutions to regional economic development is much harder to measure and
evaluate. Therefore, for the purposes of this paper, an
empirical research on samples drawn up by public
HEIs was performed in order to examine their views
on the observed subject and in order to answer the
question whether there is a diﬀerence in the regional
orientation between the tested institutions; what is
their regional engagement in the ﬁeld of cooperation
with entities in the private and public sectors in the
region and how they assess their impact on regional
economic development. The presented study results
represent the views of respondents.
One of the indicators of regional orientation of
HEIs is representation of contribution to the development of the region within the framework of the
mission / objectives / strategy of the HEIs. Respondents’ answers are presented in Table 2.
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Table 2 Contribution to the development of the region within the framework of the mission / objectives
/ strategy of the HEIs
University constituents
(Faculties)

Share (%)

Polytechnics

Share (%)

Included

18

85.7

8

88.9

Not included

3

14.3

1

11.1

21

100

9

100

Total of Survey Respondents
Source: Results of the empirical research

The share of polytechnics in the analysed sample (total of 9 surveyed polytechnics), which in
strategic documents have represented a regional
mission, amounts to 89%, and the share of such
university constituents in the total number of
analysed institutions amounts to 86%. It follows,
according to the analysed sample, that polytechnics, as newer institutions, do not have a more
represented regional mission in their strategic
documents. This is not in accordance with the
aforementioned trends in countries such as Finland, Germany, Austria and the Netherlands,
where the HEIs of a vocational character were

established in smaller communities and are more
regionally oriented than universities.
Participation of scientiﬁc institutions in the regional
economic development is also reﬂected in cooperation with regional stakeholders in drafting policy
documents. On the one hand, the development of
strategic documents of HEIs should include stakeholders from the private and public sectors, as it is
necessary to include the HEIs in preparation of regional development documents. The latter is especially important for smaller communities, where strategic planning has a major role in terms of furthering
its economic, social and cultural development.

Table 3 Participation of regional private and public sector entities in developing the HEIs’ strategy
University constituents
(Faculties)

Share (%)

Polytechnics

Share (%)

Yes

6

28.6

5

55.6

No

10

47.6

1

11.1

I do not know

5

23.8

3

33.3

21

100

9

100

Total of Survey Respondents
Source: Results of the empirical research

Table 4 Involvement of HEIs in developing local / regional development strategies
University constituents
(Faculties)

Share (%)

Polytechnics

Share (%)

7

33.3

8

88.9

Yes
No

8

38.1

1

11.1

I do not know

6

28.6

0

0

21

100

9

100

Total of Survey Respondents
Source: Results of the empirical research

Orientation towards the region in which the institution is located is visible in drafting development
plans of the institution. Listening to the needs of the
region, according to the analysed sample, is more
26

visible among Croatian public polytechnics, since
55.6% of them involved public and private entities
from the region in developing their own strategic documents, as well as 88.9% of them were in-
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volved in the development of strategic documents
of a county in which they are located. Cooperation
in drafting policy documents is much less present
among university representatives.
In order to develop the HEIs with exclusively professional studies in the direction of contributing
to regional development, it is necessary to have
a leadership that is aware of the third mission of
higher education and the environment in which
they are located. The awareness of the current
leaders of such institutions regarding the third
mission is presented by the data in Table 5. The
main orientation of university constituents, according to the results from the table, is towards
both the regional and national labour market,
which is an acceptable response. However, of 9
participating polytechnics, only three (3) institu-

tions have indicated that their primary interest
lies in the needs of the regional labour market.
The question was not exclusive in character. The
aim was to gain insight into the primary orientation, which of course is not, and cannot be,
exclusive. The leadership of the aforementioned
institutions is not sufficiently aware of the basic
purposes of establishing polytechnics around
Croatia which should be working towards regional economic and social development. The above is
not surprising, since the Croatian national policy
on higher education does not sufficiently distinguish the observed institutions. There is a lack of
explicit regional dimension in the Croatian strategic and legal framework, and the regional engagement is not set as a primary objective and the
HEIs are left to make their own decisions.

Table 5 Primary orientation towards regional or national labour market’s needs according to the type
of HEIs
University constituents
(Faculties)

Share
(%)

Polytechnics

Share
(%)

Orientation towards regional labour market‘s needs

6

28.6

3

33.3

Orientation towards national labour market‘s needs

3

14.3

0

0

Orientation towards both regional and national
labour market‘s needs

12

57.1

6

66.7

21

100

9

100

Total of Survey Respondents
Source: Results of the empirical research

One of the indicators determining the regional orientation of the HEIs is the oﬀer of study programs
and adult education programs in accordance with
the actual economic needs of the region. For this

reason, the respondents answered the question
whether their study programs respond to the needs
of the regional labour market. Results are presented
in Table 6.

Table 6 Compatibility of study programs oﬀer with the needs of the regional economy
Do your study programs correspond to the needs of
the regional economy and regional labour market?

University constituents
(Faculties)

Share
(%)

Polytechnics

Share
(%)

15

71.4

5

55.6

Yes
No

1

4.8

0

0

Only partially

5

23.8

4

44.4

21

100

9

100

Total of Survey Respondents
Source: Results of the empirical research

More than half of all respondents responded “yes”
to the question. Regarding polytechnics, the share
of those who aﬃrmatively answered the question
is 55.6%. Analysis of the regional labour market

should be a normative prerequisite when establishing new professional studies at polytechnics. In
Austria, for example, every curriculum, according
to the Law of University Studies, prior to the estab-

God. XXX, BR. 1/2017. str. 21-35

27

Mirjana Jeleč Raguž: Regional engagement of the higher education institutions in the Republic of Croatia

lishment and implementation, must be presented,
not only to the Ministries and Governments of Federal Provinces as employers, but also to associations
of industries, chambers of commerce and individual relevant chambers of professions, or other organizations relevant as sectors of economic activity
and professions. Those organizations are to submit
propositions of change within a certain period of
time (European Commission and Federal Ministry
of Economy and Labour of Austria, 2001: 52)10.
The pre-analysed indicators (Tables 2-6) are in the
function of testing the assumption about the re-

gional orientation of tertiary institutions and the
diﬀerence that in this area exist between them. The
next three questions, or indicators, speak about
the regional engagement of Croatian HEIs, and
they will be used to test the diﬀerence in regional
engagement between those two types of tertiary institutions.
The indicator that best indicates about cooperation
of the scientiﬁc and economic sectors is the number
of joint projects. The values of the mentioned parameters are presented in Table 7.

Table 7 Realized projects (scientiﬁc, professional, EU projects), 2014-2016
University constituents
(Faculties)

Polytechnics

Total

Average
per faculty

Total

Average per
polytechnic

Total number of realised projects

120

7.5

36

4

Total number of realised projects in collaboration with
industry

46

2.9

18

2

Total number of realised projects in collaboration with
regional industry (within the county and neighbouring
counties)

36

2.2

15

1.7

Total of Survey Respondents

16

9

Source: Results of the empirical research

According to the indicators in Table 7 we can see
that the share of projects implemented in cooperation with regional economic entities in the total number of such projects (in collaboration with
industry) at the university level is 78.3%, while at
the level of polytechnics it amounts to 83.3%. In
either case, cooperation on projects with regional

entities is quite high, especially at the level of polytechnics.
The average score for an institution’s contribution
to the economic development of the region, its strategic direction, social and cultural development,
human resources development and regional innovation is presented in Table 8.

Table 8 The average score for contribution of the HEIs to selected components of regional development
(1 not existed, 2 small, 3 medium, 4 high, 5 extremely high)
University constituents
(Faculties)

Polytechnics

X

Mo

Me

X

Mo

Me

Development of human capital in the region

4.2

4

4

3.3

3

3

Employment in the region

3.9

4

4

3.2

4

3

Social and cultural development of the region

3.5

3

3

3.4

4

4

Strategic direction of the regional development

3.5

4

4

2.9

3.4

3

Development of economic entities in the region

3.4

3.4

3

2.8

3

3

General economic development of the region

3.4

3

3

3.1

3

3

Total of Survey Respondents

21

Source: Results of the empirical research
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The average contribution score of the mentioned
components of regional development at the level of
polytechnics is 3.1, and at the level of universities it is
3.65. The best score at the level of both samples was
given to the component of contributing to the development of human capital in the region, and the worst
score was given to the contribution to development of
companies in the region. However, it is the impact of
cooperation on innovativeness of companies that is
the indicator of regional economic development and
the third mission of the HEIs is expressed through it.

3.3 Statistical testing of the hypothesis
On the basis of the analysed responses by scientists
from examined polytechnics, it is diﬃcult to make
a ﬁnal conclusion on the regional engagement and
orientation of higher education institutions as well
as the diﬀerences that exist between them. Regional orientation was tested through several segments: the representation of the regional mission
in the strategic documents of HEIs; involvement
of relevant stakeholders from the private and public sector in institutions’ strategic thinking; the involvement of institutions in drafting local development strategies; performed analysis of needs in the
regional labour market before oﬀering new study
programs (compatibility of study programs and
regional needs) and through their primary orienta-

tion (towards regional or national labour market, or
both). Regional engagement was tested through
direct cooperation with regional economic subjects in joint projects, the assessment of their own
regional engagement and regional orientation and
evaluation of the contribution of HEIs to selected
components of regional development.
The research task in this paper was to verify the assumption that from the perspective of scientists,
there is no visible diﬀerence in the regional orientation and engagement, between the diﬀerent HEIs.
In this part of the paper the goal is to test the null
hypothesis or the hypothesis which states that there
is no statistically signiﬁcant diﬀerence according to
the subject of research between two independent
samples, polytechnics and universities. For testing
the hypothesis the Chi-square test and WilcoxonMann whiney U-test (WMW test) were used.
The diﬀerence in regional orientation between Croatian universities and polytechnics is visible in certain
segments. Polytechnics frequently involve regional
stakeholders when drafting their own development
documents, as they are more frequently involved in
drafting county development strategies than universities. But, in other parameters of involvement, that
diﬀerence is not visible. Measured by the indicators
visible in Table 9, the statistically signiﬁcant diﬀerence in regional orientation is tested.

Table 9 Regional orientation of the HEIs measured by selected indicators (share (%) of conﬁrmative
answers)
Indicator

University
constituents
(Faculties)

Polytechnics

Yes (%)

Yes (%)

1.

Included regional contribution in relevant institutional strategic documents

85.7

88.9

2.

Included regional private and public sector in development of HEIs’ strategic documents

28.6

55.6

3.

Involvement of HEIs in developing regional development strategies

33.3

88.9

4.

Primary orientation towards the regional labour market’s needs

28.6

33.3

5.

Compatibility of study programs with regional economics’ needs

71.4

55.6

21

9

Total of Survey Respondents
Source: Results of the empirical research

For testing the diﬀerence between the two analysed
samples, according to the parameters indicated in Table
9, the Chi-square test is used. If Prob>0.05, then diﬀer-

ence between categorical variables is not statistically
signiﬁcant and the proportions are not diﬀerent. The
results for each indicator are shown in tables as follows.
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Table 10 Included regional contribution in relevant institutional strategic documents (1)
Statistic

DF

Value

Prob

Chi-square

1

0.0549

81.47%

Likelihood Ratio Chi-square

1

0.0566

81.19%

Mantel_Haenszel Chi-square

1

0.0531

81.77%

Source: Results of the empirical research

Conclusion: There is no diﬀerence in proportion between the two types of HEIs according to indicator 1
which describes the contribution to the development of the region within the framework of relevant institutional strategic documents. The test was performed at a signiﬁcance level of 5%.
Table 11 Included the regional private and public sector in development of the HEIs’ strategic documents (2)
Statistic

DF

Value

Prob

Chi-square

1

1.9754

15.99%

Likelihood Ratio Chi-square

1

1.9368

16.40%

Mantel_Haenszel Chi-square

1

1.9095

16.70%

Source: Results of the empirical research

Conclusion: There is no diﬀerence in proportion between the two types of HEIs according to indicator 2
which describes participation of the regional private and public sector in developing the HEIs’ strategic
documents. The test was performed at a signiﬁcance level of 5%.
Table 12 Involvement of HEIs in developing regional development strategies (3)
DF

Value

Prob

Chi-square

Statistic

1

7.7778

0.53%

Likelihood Ratio Chi-square

1

8.5763

0.34%

Mantel_Haenszel Chi-square

1

7.5185

0.61%

Source: Results of the empirical research

Conclusion: There is diﬀerence in proportion between the two types of HEIs according to indicator 3 which
describes involvement of the HEIs in development of regional development strategies. The test was performed at a signiﬁcance level of 5%. But, it is necessary to mention that a reason for that diﬀerence, maybe
lies in the fact that a large proportion of the universities respondent responded “I do not know” (6 of them,
while at polytechnics, none of the respondents said that they did not know the answer to this question).
Table 13 Primary orientation towards the regional labour market needs (4)
DF

Value

Prob

Chi-square

Statistic

1

0.0680

79.42%

Likelihood Ratio Chi-square

1

0.0673

79.53%

Mantel_Haenszel Chi-square

1

0.0658

79.76%

Source: Results of the empirical research

Conclusion: There is no diﬀerence in proportion between the two types of the HEIs according to indicator 4
which describes institutional primary orientation towards the regional labour market’s needs. The test was
performed at a signiﬁcance level of 5%.
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Table 14 Compatibility of study programs with regional economics’ needs (5)
Statistic
Chi-square
Likelihood Ratio Chi-square
Mantel_Haenszel Chi-square

DF
1
1
1

Value
0.7143
0.6982
0.6905

Prob
39.80%
40.34%
40.60%

Source: Results of the empirical research

Conclusion: There is no diﬀerence in proportion
between the two types of HEIs according to indicator 5 which describes compatibility of institutional
study programs with regional economics’ needs.
The test was performed at a signiﬁcance level of 5%.
After testing the assumption that there is no diﬀerence in regional orientation between the two different types of HEIs, according to the ﬁve analysed
indicators, it can be concluded that the assumption
is conﬁrmed. The assumption is conﬁrmed in 4 out
of 5 analysed indicators. The only indicator that indicates that there is a diﬀerence between university
constituents and polytechnics is indicator 3. It describes the involvement of the HEIs in development
of regional development strategies. It means that
newer and smaller HEIs are easier to include in the
process of drafting regional development strategies.
The test was performed at a signiﬁcance level of 5%.
Since the statistical analysis of most of the indicators (4 of 5) proved that there were no signiﬁcant
diﬀerences, it can be concluded that the analysed
diﬀerences between polytechnics and universities
were not statistically signiﬁcant.
The diﬀerence in regional engagement of Croatian
HEIs is almost not visible. The most objective indicator used, is the share of projects implemented in cooperation with regional economic entities in the total
number of such realized projects. At university level
it amounted to 78.3%, while at the level of polytechnics it amounted to 83.3%. It is evident that according
to the analysed indicator, there is no diﬀerence. Further in the text, the statistical testing of the diﬀerence
between the universities and polytechnics, according
to the average number of projects in collaboration
with regional industry, was presented. For testing,

the Wilcoxon-Mann Whiney U-test (or WMW test)
was used. The results are shown in Table 15.
Table 15 The results of Wilcoxon Mann-Whiney
U-test (WMW test)
Statistic (S)

119.5

Normal Approximation
Z
One-Sided Pr>Z
Two-Sided Pr>ǀZǀ

0.1161
0.4538
0.9076

t Approximation
One-Sided Pr>Z
Two-Sided Pr>ǀZǀ

0.4543
0.9086

Exact test
One-Sided Pr>S
Two-Sided Pr>ǀS-Meanǀ

0.4627
0.9223

Source: Results of the empirical research

Since the p-value is 0.9223, which means greater
than 0.05 (>0.05), it can be concluded that the diﬀerence in the average number of projects in cooperation with the regional industry between universities
and polytechnics are not statistically signiﬁcant.
Other researched segments did not show relevant
diﬀerences between universities and polytechnics.
In fact, they assess approximately equally the contributions of their institutions to selected components of regional development. The average scores
can be seen in Table 16.

Table 16 The average scores of selected regional indicators from the scientist’s point of view
Indicator

University constituents (Faculties)

Polytechnics

3.05

3.0

21

9

The average score for contribution of the HEIs to selected components of regional development from the
perspective of scientists (based on 6 parameters)
Total of survey respondents
Source: Results of the empirical research
God. XXX, BR. 1/2017. str. 21-35

31

Mirjana Jeleč Raguž: Regional engagement of the higher education institutions in the Republic of Croatia

So, it can be concluded, that according to testing the
indicators of HEIs’ regional engagement, the diﬀerence between universities and polytechnics is also
not statistically signiﬁcant.

4. Conclusion and Recommendations
The main objective of this paper was to present
the results of the empirical research on regional
orientation and engagement of Croatian higher
education institutions (HEIs). For that reason, the
research task was to verify the hypothesis which argues that between diﬀerent HEIs there is no visible
diﬀerence in their regional orientation and engagement. As shown in the paper, the starting hypothesis is mainly proven. The presented results and
statistical tests suggest that according to the measured indicators, there are no statistically signiﬁcant
diﬀerences between universities and polytechnics.
The next contribution of this paper lies in the suggested measures of the regional engagement of the
HEIs. Research results are the starting evaluation of
the Croatian “binary” system of higher education,
in which diﬀerences between the diﬀerent HEIs are
not clearly visible. The author hereby does not advocate the introduction of a pure binary system of tertiary education. However, if the Republic of Croatia
decided to introduce it, then it is necessary to ensure quality introduction and set clearer diﬀerentiation criterions, to which the results of the research
presented in this paper also contribute. The basic
limitation of the study is reﬂected in the incomplete
sample. The Republic of Croatia, at the time of re-
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search, had 96 public HEIs, with 70 HEIs relevant to
this research. The sample in this paper included 30
of them, since only those institutions were willing
to participate in this research. The next limitation is
the potential subjectivity of the respondents in some
indicators. The survey was conducted by means of
a questionnaire, although it would have been better
and maybe more accurate to acquire information in
an interview. The paper argues that, if the interest
of the Republic of Croatia is to constitute a binary
system of higher education, it is necessary to diﬀerentiate the roles that diﬀerent institutions and their
study programs have. Croatia currently has a mixed
system of higher education, which is reﬂected in the
fact that the organization and performance of professional studies has not been fully delineated, since
professional study programs are oﬀered at polytechnics and universities. Furthermore, in addition
to dividing studies into university and professional
studies, it is necessary to set diﬀerent tasks before
the HEIs. Those institutions that oﬀer professional
studies, which should suit the needs of the region
in which they are located, should be required to actively respond to the regional needs of society and
the economy. Institutions that oﬀer more researchbased or university studies will continue to retain
their national and international orientation. Only
with such division and distinctive criteria can a
binary system be properly constituted. Until then
only ideological attempts to establish a binary system will prevail in the Republic of Croatia, while in
reality the already present mixed system of tertiary
education will continue to prevail.
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REGIONALNA ORIJENTIRANOST VISOKOOBRAZOVNIH
INSTITUCIJA U REPUBLICI HRVATSKOJ
Sažetak
Cilj je rada prikazati rezultate provedenog empirijskoga istraživanja o regionalnoj orijentiranosti i angažiranosti hrvatskih visokih učilišta. Drugi cilj je istražiti postoji li razlika između hrvatskih sveučilišta i
veleučilišta prilikom realizacije njihove treće misije, odnosno regionalne orijentiranosti i angažiranosti.
Doprinos regionalnom ekonomskom, socijalnom i kulturnom razvoju regije, novija je misija koja se, pored
obrazovanja i istraživanja, nameće pred institucije visokog obrazovanja. Republika Hrvatska je osnivanjem
javnih veleučilišta diljem zemlje prihvatila novu misiju visokih učilišta te ih osnivala s ciljem doprinosa
regionalnom razvoju. Takve institucije trebale bi, u usporedbi sa sveučilištima, biti više regionalno orijentirane, odnosno nuditi studijske programe i provoditi istraživanja potrebna gospodarstvu u regiji. Budući
da zakonski nisu do kraja jasno istaknute razlike između sveučilišnih te stručnih studija, navedena bi orijentiranost trebala biti bitna komponenta razlikovanja. Za potrebe istraživanja deﬁniran je uzorak koji se
sastoji od hrvatskih javnih veleučilišta i sastavnica sveučilišta, na kojima je provedeno anketno ispitivanje.
Rezultati istraživanja i statistički testovi ukazuju na to da ne postoji statistički značajna razlika u regionalnoj
orijentiranosti i angažiranosti između hrvatskih sveučilišta i veleučilišta. Daljnjim istraživanjima u području ove teme nastojat će se doprinijeti osvješćivanju visokih učilišta i nositelja ekonomske politike u području
diferenciranja predmetnih institucija te poticanju razvoja regionalne misije hrvatskih veleučilišta, posebice
prilikom provedbe vanjskog vrednovanja.
Ključne riječi: sveučilišta, veleučilišta, razlike, regionalna orijentiranost, Republika Hrvatska
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ANALYSIS OF TIME SERIES
FOR THE CURRENCY PAIR
CROATIAN KUNA / EURO
Abstract
The domestic currency Croatian kuna (HRK) was introduced in May 1995. To date, the Croatian National
Bank (HNB), as a regulator and formulator of monetary policy in Croatia has operated a policy of stable exchange rate, typically referenced to the formal currency of the European Union euro (EUR). From the date
of introduction of the euro 01/01/1999 until 01/01/2016 the value of the currency pair HRK / EUR changed
in value by only 4.25% (HNB).
Although the value of the Croatian kuna is relatively stable, there are some ﬂuctuations on an annual level
(e.g. in the last few years because of the global crisis) as well as on periodic levels within a year.
The aim of this paper is to show the movement of the value of the currency pair since the beginning of 2002
to the present day (the time curve), analyze the correctness, trends and periodicity (seasonal behavior), if
any exist.
The research will be done using the method of Time Series Analysis, assuming that the external (global
economy) and internal factors (economic policy) remain similar or the same. According to the results,
further assessment of price developments in the period followed will be made by using the obtained predicative models. In the event that the curve contains the component of periodicity, the observed patterns
will be studied further.
Keywords: Croatian kuna, euro, time series analysis, HRK/EUR, prediction

1. Introduction
The Croatian National Bank as an umbrella ﬁnancial institution regulates the ﬂow, i.e. the circulation
of Croatian kuna (HRK) as a domestic currency.
The Croatian National Bank regulates monetary
policy, maintains ﬁnancial stability, it is responsible

for payment transactions, international relations,
supervision, rehabilitation and management of international reserves (The Croatian National Bank,
https://www.hnb.hr/). Although the domestic currency is not pegged to another currency, it behaves
according to the law of supply and demand, the relative relationship to the euro (EUR) is quite stable
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because of occasional interventions by The Croatian National Bank (ﬂoating exchange rate policy).
The price movements, due to the law of supply and
demand in the money market, mainly depend on
euro demand from abroad through foreign borrowing and payment of imports and on supply in the
form of charging exports, inﬂow of foreign currency
from the EU funds and debt repayment.
The stability of the euro towards the Croatian
kuna can be seen from the fact that from January
2002 to May 2016 the average value of HRK/EUR
changed only 0.1886%, while in the same reference
period, the changes against other currencies were:
the US dollar (USD) -21.7565%, Swiss Franc (CHF)
33.7153% and British pound (GDP) -20.7915%
(data taken on 1 June 2016, before Brexit). In fact
it can be said that the relative ratio of the Croatian

kuna towards other currencies (except the euro) is
consistent to the changes of the euro against other
currencies. Stability of the Croatian kuna against
the euro can be seen in Figure 1, which shows the
movements of currency pairs in the past 14 years.
Despite occasional interventions of The Croatian
National Bank, intervention points, i.e. lower and
upper limits that need to be defended, are not prescribed. The pair HRK/EUR is stable but not ﬁxed,
and contains a component that acts according to the
law of supply and demand in the foreign exchange
market. Movements include seasonal and oﬀ-season dimension. In this paper several years of price
movement will be analyzed and, of course, technical analysis will be carried out without tackling the
reasons why these changes occur.

Figure 1 Trends in currency pairs in relation to HRK for the period 01/01/2002 - 06/01/2016

Source: Made by the authors according to the data from The Croatian National Bank, available at: https://www.hnb.hr

1.1 Data and data processing
All the original data are taken from the website of
The Croatian National Bank (https://www.hnb.hr)
and refer to the middle exchange rate for foreign
currency. The prices of currency pairs are given the
six decimal places form ‘’X.abcdef ’’, where X is an
integer, and the rest of those ‘’.abcdef ’’ are 6 decimal
places. The aim of the paper is to analyze the relationship between the HRK and EUR. The research
hypothesis is that there is a correlation between the
ratio of the HRK/EUR with the trends in the Croatian economy.
38

The Minimum Position of currency price change on
the foreign exchange market is often called the “Percentage in Point’’ or PIP. In the FOREX terminology,
the most important currency pairs are traded with
four decimal places (0.0001), while the handful of
brokerage trading platforms operate with fractions
of 1/10 of one of the PIP, which is actually a precision of ﬁve decimal places (0.00001).
Consequently, the currency pairs HRK/other currencies, although the original data are shown in
hexadecimal (e.g., 7.614419) when trading on FOREX, relevant are only the ﬁrst four decimal places
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(i.e. 7.6144). If the change in price of a currency pair
HRK/EUR for the reference period 2002 to 2016
(Figure 1) showed the PIP points, the diﬀerence at
the end of the period compared to the beginning
is the following: Euro (EUR) 19 points; US Dollar
(USD) -2176 points; Swiss Franc 3372 points; and
the British pound -2079 points.
In order to illustrate the absolute value of the
change of exchange rate price more clearly, the
contrast between the medium selling and buying
rate at the Croatian National Bank should be considered. For example, on 5 July 2016 the buying exchange rate was 7.485902, while the sales exchange
rate was 7.530952. The diﬀerence between the sales
and purchase is 0.04505, which represents 451 PIP
points. By FOREX trading with the most popular
currency pairs (e.g. EUR/USD, EUR/GDP, AUD/
USD) the diﬀerences between selling and buying
rates are 1-5 PIP points. On this example it can be
seen how much margin banks or institutions pay
for the trade with domestic currency at The Croatian National Bank. Due to the frequent interventions of The Croatian National Bank, the traditional

correlation of the Croatian kuna with the euro and
the above mentioned big diﬀerence of buying and
selling rate, on most foreign exchange markets and
trading platforms there is no trading with the currency pair HRK/EUR.
In order to construct the precise model, analysis of
time series with all six decimal digits will be carried out in the paper. Due to the high stability of
HRK against EUR and the minimum change of the
currency pair in basis points, transformation of the
input data according to the formula Yt = (Ot – 7) *10
has been made, where Yt represents transformed
time series and Ot represents original data collected
by The Croatian National Bank. From the original
HNB data for HRK/EUR the number 7 is subtracted
(which is all the time a constant number, i.e. there is
no exchange rate in the observed time period of 14
years where the ﬁrst digit changes its value) and the
remaining decimal fraction is multiplied by 10. For
example, the original value of 7.614419 as input to
the model is transformed into a number 6.14419. In
this way, a better sensitivity of price changes is being
used in further analysis.

Figure 2 Movement of transformed original set of rates for the currency pair HRK/EUR for period
01/01/2002 - 01/06/2016

Source: Made by the authors according to the data from The Croatian National Bank, available at: https://www.hnb.hr

2. Analysis of time series
The vertical lines in Figure 2 represent the second
annual delimiter from 2002 to 2016 (the ﬁrst 5
months of 2016 included). On closer look, two features are prominent: the ﬁrst refers to the periodicity (peaks that appear on the borders between years

and valleys that are located in the middle of the
year), and the second relates to the trend (or several
trends combined in one Figure).
The periodicity can be displayed as a unique pattern
of change within the interval of one year (in this paper it will be presented with the symbol P), whereas
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trend (symbol T) can be displayed as a function of
the curve that best describes the data displayed. The
trend functions model will be designed so that it
better captures the presented data. From Figure 2
it appears that from 2003 to 2008 the price of the
euro falls and then rises until 2015. Therefore, there
is probably a model that better describes the longterm trend of simple linear regression.
When using the method of temporal values analysis, it is not the intention to ﬁnd the reason for causality, but from the presented information construct
an eﬃcient model that best describes the supplied

data and/or that best predicts further time sequence. With the designed model it is possible to
make a prediction of the curve in the future period
and in accordance with the error to optimize (validated) the model. Optimization of the model in this
case will be ﬁnding solutions that best describe the
existing data, i.e. whose prediction fault is minimal.
To make a model validation, the data are divided
into sample data and data for model validation. The
sample data are used to construct the best model
and the same tests are used on the rest of the retained data (test data).

Table 1 Distribution of data on the sample and retained set of three varieties
Variants

sample

record
number

test data

record
number

record
total

1.

1-Jan-02 – 1-Jan-13

132

1-Jan-13 – 1-Jun-16

41

173

2.

1-Jan-02 – 1-Jan-15

156

1-Jan-15 – 1-Jun-16

17

173

3.

1-Jan-02 – 1-Jan-16

168

1-Jan-16 – 1-Jun-16

5

173

Source: Made by the authors according to the data from The Croatian National Bank, available at: https://www.hnb.hr

Based on the test results from the narrower set of
submitted data the model that makes the smallest
mistake is taken. In this particular case, several ratio varieties of the input data between data samples
were taken. The variants are shown in Table 1. The
total size of the data set is 173, which represents the
number of the original records.
The ﬁrst variant includes the largest collection of
validation data (41) and the minimum sample of 132
records. Another variant for the construction of the
model uses a set of 156 data and 17 for validation,
and is testing the accuracy for 2015 and the ﬁrst
ﬁve months of 2016. In the latest variant, which will
be used in this paper, the number of retained data
for testing is 5, while the size of the set of samples
is 168. Using these variants, the prediction for the
ﬁrst ﬁve months of 2016 will be tested. By working
variants out, one can get a better insight into the
accuracy and reliability of the time series analysis
methodology that is used in this study. In addition,
the analysis will be conducted on the latest variant,
while in research other models were designed. So,
all the records (168) except those from 2016 will be
used for training, and the ﬁrst ﬁve months of 2016
(5 records) will be used to validate the model.
1

Time series data Yt means all the data (all available
prices), where the index t = 1,2 ... 173, marks the
date for the month. The index t = 1 is the date =
40

01/01/2002, the index t = 2 is the date = 01/02/2002,
... . Index t = 173, date = 05/01/2016.
Curve time series can be described by the formula
Yt = (Pm * Tt) + E; where E is a random component
data that cannot be ‘’explained’’ with the presented
model.
In order to construct an eﬀective model, it is necessary to accurately determine parameters Pm and Tt
and optimize them with the best results (with the
smallest error). The new constructed model does
not include random component errors, nor is it able
to accurately describe the parameters Pm and Tt, so
the original set of data Yt = Pm * Tt + E reduced the
model described expression Y’t = P’m * T’t, where
Y’t represents a calculated function model which is
necessary to get closer to the original function of Yt,
so that the model parameters T’t and P’m representing the trend and periodicity are estimated to be as
close to ideal parameters Tt, Pm.
The ﬁrst step is to ﬁnd a periodic pattern P’m and
then calculate the estimate of the trend models T’t
= Y’t /P’m. After this procedure, one does the trend
function estimation.
In deﬁning the periodicity of the sample, it is necessary to assume at what level, i.e. time frame ¸the
periodicity exist (window of periodicity). Figure 2
shows the periodicity on an annual basis, where re-
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curring peaks are visible at the boundaries between
the years and the troughs are located in the middle.
Taking a multi-year average of the periodic behavior
of the observed sample years from 2002 to 2015, it is
necessary to calculate a one-year periodicity of the
pattern P’m (m = 1,2,3 ... 12), where the index m represents the number of months within the year, i.e.
within constructed form of periodicity. With it, the
projection of time series of prices of a currency pair
for the ﬁrst ﬁve months of 2016 will continue to operate. In order to reach the periodicity patterns, it is

ﬁrst necessary to smooth the original data using the
smoothing function, which is the basis of the curve
time series according to which periodic deviations
will be counted.
The method of moving averages with a window size
of 12 time units (12 months) is used, which is described by the following expression: MA[moving
average] (t) = [sum of the previous 12 value] / 12
= (Y(t-1) + Y(t-2) + .. + (Y(t-12)) / 12., where Y(t)
is the original value of the time series for the given
month t.

Figure 3 Calculation of moving averages of data

Source: Made by the authors according to the data from The Croatian National Bank, available at: https://www.hnb.hr

Figure 3 shows how certain periodicities diﬀerentiate from the baseline. From the ratio of smoothed
functions and time series data for all the data together it is possible to calculate the diﬀerence displayed. For example, the function of the moving
average for the date MA(09/01/12) is 4.26569, while
Y(09/01/12) = 5.1516. The ratio of 5.1516/4.26569
= 1.2077 represents 20.77% higher value than the
nominal value. In other words, the periodicity or
deviation in the nine months of 2012 is over 20%
above the average. The ratios R(t) = Y(t)/MA(t) are
calculated for the entire data set (sample) except for
the ﬁrst ﬁve months of 2016 (test data). In order to
obtain a complete calculation of the form of periodicity for each month of the year (12 components) it
is necessary to calculate the average monthly values
for all of these years and each month. Thus, for ex-

ample, the amount for September is the average value in September through all 13 years of the observed
sample (from 2002 to 2015). Rm = (R(01/09/2002)
+R(01/09/2003)+..+R(01/09/2015)) / 13.
Rm quotients should be calculated for all 12 components of the year (months), after which they need
to be scaled so that the average of the form components Rm, m Є {1,2,3…12} for all months of the year
amounts to 100% (the average of the components
ranges approximately around 100%). Components
are standardized to calculate the general pattern
periodicity applicable for all future values of a time
series. The normalized components of Rm represent
the aforementioned component periodicity model
P’m, (where the model is Y’t = P’m * T’t). Thus, the
norm (Rm) = P’m, where norm () is a scaling function.
The ﬁnal results are presented in Table 2.
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Table 2 Non-standard and normalized periodicity pattern models
January

February

March

April

May

June

July

R

115.81%

117.57%

111.90%

105.80%

97.84%

92.94%

89.69%

P’m

112.92%

114.63%

109.11%

103.16%

95.40%

90.62%

87.45%

August

September

October

November

December

Average

R

92.42%

96.07%

101.17%

102.86%

106.66%

102.56%

P’m

90.11%

93.67%

98.65%

100.29%

104.00%

100.00%

Source: Made by authors

Figure 4 Periodical pattern of P’m model and example of value of the original series Y (t) for the year 2015

Source: Made by authors

Figure 4 shows the ﬁnal shape of the periodic components of the model (graph on the left), and the
original data Y(t, 2015) for the year 2015 (from
01/01/15 to 01/01/16). It is clearly visible form the
periodicity of the actual data viewed through one
year (in this case 2015). Also, from the form of periodicity, it is evident that the peaks of charts are the
highest at the beginning and at the end of the year,
giving a “U” shape.
Although time analysis does not show causal relationships, it could be hypothesized that periodicity
is associated with supply and demand in the foreign
currency exchange market HRK/EUR within speciﬁc
seasonal trends associated with the export of tourism services. Peaks are connected with greater de42

mand for foreign currencies, while during the tourist
season, the situation is reversed. The lowest point of
the euro prices against the Croatian kuna is in component form under number 7, which indicates the
month of July, which is in line with tourist activities.
For more detailed causal relationships of supply and
demand an in-depth analysis should be made.
It is interesting to note that the diﬀerence between
the highest and lowest points of the components of
the periodic pattern is almost 30% of transformed
prices. In order to calculate the absolute diﬀerence
in rate, it is necessary to convert the data back to
the original form O(t) = Y(t)/10 + 7. For example,
if Y(t) = 4.2526, then O(t) = 7.42526. The variation
of 30% on the data Y(t) means the variation (30 *
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4.2526)/100 = 1.2758, which further represents
(0.12758 / 7.42526) * 100% = 1.7182% of the original price O(t) = 7.42526. If this information is interpreted through the FOREX terminology, the change
is 1276 PIP points. As the previously calculated difference between the buying and selling rate is about
450 PIP points, using the periodic variation in average, it is possible to achieve an advantage of about
800 PIP points.

bring a certain error. T’t ≈ Yt / P’m = (Pm*Tt + E) /
P’m = (Pm/ P’m)* Tt +E/ P’m. If the assumption is that
Pm ≈ P’m, their ratio is ≈1, and the last phrase that
contains the error E/P’m can be ignored (because it
cannot be described by the model), ﬁnally we have
T’t ≈ Tt. In other words, if we calculate the trend of
the original series, we get approximately the trend
and models.

To calculate the trend of T’t, model, it is necessary
to remove the calculated periodic component (P’m)
from the original series, and then evaluate the trend
line/function that ﬁts your results: Y’t = P’m * T’t =>
T’t = Y’t / P’m the best. Model Y’t is the subject of research, and as it is at this moment unknown, instead
of it, the original series Yt will be used, but this will

If the observed and regular periodic components
(Pm≈ P’m) are removed from the original time series Yt = Pm*Tt + E, what remains is the time series
trend and component of random error E (which the
model cannot fully describe) by the formula: T’t ≈ Tt
= Yt /Pm – E/Pm, and the resulting curve of the trend
is shown in Figure 5.

Figure 5 Only processed data Tt after removing Pm components2

Tt Ͳ curve

8

y=Ͳ2EͲ07x4 +5EͲ05x3 Ͳ 0,0055x2 +0,1629x+3,6116
R²=0,8193

7
6
5
4
3
2

1ͲJunͲ16

1
0

1ͲJanͲ02

Source: Made by authors

The next step is the construction of the model Y’t
= P’m * T’t. In Figure 5, a general direction of movement of the time series can be seen, where the ﬁrst
part has a falling tendency, and growing tendency
is visible in the second part. Since this is a period
of 13 years, it is not easy to ﬁt the data to a linear
trend, which is commonly applied within shorter
time intervals. Selection of trend line that best describes the data displayed is governed by selecting
the curve which will make the smallest error with
respect to the original data, i.e. which best describes
the variance of the analyzed data. In this paper
polynomial regression fourth degree was selected,

which is shown in Figure 5 with the red dotted line.
On top of the line, there is a polynomial equation
that describes the trend. For this example, it could
be assumed that there is a periodicity of 10-years
level, which represents the distance between the
peaks of two shown polynomial functions. But as
many years periodicity is diﬃcult to prove in a time
of scarce data for such a long period (a minimum of
30 years) as the ﬁnal solution was chosen the polynomial regression.
All coeﬃcients of a polynomial model are statistically signiﬁcant and shown in Table 3 together with
the coeﬃcient of determination R^2.
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Table 3 Polynomial trend line coeﬃcients
Pol^4

b4

b3

b2

b1

b0

-1.575E-07

5.365E-05

-0.0055

0.1629

3.6116

R

0.905172588

R^2

0.819337415

Source: Made by authors

Figure 5 shows that the trend had changed three
times, at the beginning of the graph, in the middle and at the end. Technical analysis does not go
within the grounds of macroeconomic exchange
movements, but it can be noted that from 01/12/03
to 01/09/08 the Croatian kuna recorded an upward
trend (euro downward trend) for the time when the
Croatian GDP has been growing constantly, but then
falling trend (euro upward trend) from 09/01/08
when GDP continued to fall. The lowest point of the
curve is in September 2008 which approximately
agrees with the eﬀects of the global economic crisis
began to be felt in the Republic of Croatia. The recession into which Croatia entered and which caused a
decrease in domestic demand resulted in a surplus

of local currency. On the other hand, the new borrowing caused additional pressure of euro demand.
From 01/01/15 the trend curve changed again when
the GDP trend was reversed. Figure 6 shows the
original time series Yt in blue, and newly designed
model Y’t in orange. It is evident that the trend and
periodicity model “follow” the real data, but one can
also see model the deviations that cannot be described by the model because of the random error
and imperfect estimation of model parameters. The
biggest deviations of the sample are at the beginning
and in the middle of the sample, while in the second
half of the time series deviation is minimal. Following the constructed model, a further price movement prediction will be made.

Figure 6 The original time series Yt and newly constructed Y’t models

Source: Made by authors

3. Research results
For assessment model function three levels of
budget errors are used: MAE (mean absolute error),
44

MSQE (mean square error) and MAPE (mean absolute error in percentage).
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Table 4 Calculation of the accuracy of the model regarding the observed pattern
Y‘(t)

Y(t)

MAE

MSE

0.212837

0.052434

MAPE
3.85%

2016
January

6.261156

6.52777

0.266614

0.071083

4.08%

February

6.203585

6.36668

0.163095

0.0266

2.56%

March

5.74766

5.66498

0.08268

0.006836

1.46%

April

5.274099

4.94619

0.327909

0.107524

6.63%

May

4.718345

4.94223

0.223885

0.050124

4.53%

Source: Made by authors

The ﬁrst two columns show original values Yt and
values obtained with model Y’t for the ﬁrst ﬁve
months of 2016. They represent the retained test set
(ﬁve tracks) by which validated model will be made
of. It is noticeable that the model results Y’t are similar to the original data, and error calculations will
show how similar they are. Error indicator MAE
(mean absolute error) is calculated as the average
of the absolute diﬀerences of the original series and
the model for all the observed test records (in this
case ﬁve records).

MSE assessment is the average of the square of the
diﬀerences:

and ﬁnally the mean absolute error in percentage
shows how much is actually, in the percentage, deviation from the original data:

In the last three columns of Table 4, one can see the
amount of error at the level of the record and as a
whole. For the interpretation the most indicative is
the indicator MAPS, which is expressed as a percentage. In this case, solution MAPE = 3.85%, which
interprets that set of values of model Y’t make the
average deviation of the original data for less than
4%. Thus, the prediction of transformed original
National Bank data movements is within 3.85% error. If one turns back the transformed data to the
original form of CNB O (t) = (Y (t)) / 10 + 7, the
error of 3.85% is reduced to 0.67%.
The selected solution on a sample is not necessarily the best model for prediction (it depends on the
selection of T’t and P’m). Retained data set of ﬁve
months in 2016 represents a control set of data with
which ﬁnal model validation is made. The ﬁnal results of the time series motion prediction for a period of ﬁve months in 2016 are shown in Figure 7.

Figure 7 Time series prediction of Y’(t) movement for the ﬁrst 5 months in 2016 (a)

Source: Made by authors
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Figure 8 Time series prediction of Y’(t) movement for the ﬁrst 5 months in 2016 (b)

Source: Made by authors

Figure 7 shows the parallel solution models and
original series ranges from 08/01/10 to 12/01/15
(inclusive). Figure 8, besides that, shows the prediction model (outlined in red) in the next period of
ﬁve months in 2016 that tells us how well the predicative model follows the actual time series.
Interpretation of the ﬁnal model Y’t = [-1.5746*10-7*t4
+ 5.365*10-5*t3 -0.005546*t2+ 0.16288*t + 3.61162 ] *
P’m, for t = 1,2,3 .. 173, m = 1,2,3, … 12, where = P’m
{112.92% 114.63% 109.11% 103.16% 95.40% 90.62%
=
87.45% 90.11% 93.67% 98.65% 100.29% 104.00%.}.
The average error of the model on the test group
was 3.85%. If the prediction is made for a particular
month in the test set, for example, March 2016, the
error should be about 3%. In this case, the setpoint for
March is 5.74766, while the actual value is 5.66498,
which represents the absolute error of 1.46%.
Finally, to show the possible model utility, an example of an investor who would be using this model for trading on the foreign exchange market with
currency pair HRK/EUR was shown. Although the
referent currency pair cannot be found in foreign
markets with FOREX, it is possible to trade via
private banks and at the local exchange. Although
proﬁt margins (spreads) are about 100 times greater than that of FOREX trading with the most liquid
pairs like EUR/USD, it is possible to achieve a certain gain. The diﬀerence between the buying and
selling rate (spread) for HRK/EUR is around 450
PIP points (at the Croatian National Bank), while
46

the “spread” of the pair EUR/USD on the FOREX
market is the framework of 1-10 points. To make
a proﬁt, it is necessary to realize the diﬀerence of
more than 450 points. The diﬀerences of middle
exchange rates for the currency pair HRK/EUR between December 2015 and May 2016 amount to:
7.634682 - 7.494223 = 0.140459. If converted to the
FOREX terminology, the diﬀerence is: 0.140459 *
10,000 = 1404.59 PIP points. If margin (“spread”) is
subtracted from that number, the ﬁnal diﬀerence is
1404.59 - 450 = 954.6 points. The estimated cost of
the rate for May is O (May, 2016). = 7.47183 (calculated from Y (May, 2016) = 4.71834). Therefore, the
expected drop in euro prices by 1628.47 PIP points
is predicted. The ﬁrst beneﬁt that an investor can
proﬁt from this model is predicting the direction
of movement, i.e., falling prices, the other is the intensity of the fall, which indicates that it should be
greater than 450 points (spread) to achieve a positive diﬀerence at all. A trader who decided to bet
(short), on the basis of the presented models, on
decrease of the value of the currency in anticipation of the fall in the value of 1600 points, would
achieve a diﬀerence of 1404 points which would
ﬁnally with the imputed exchange rate diﬀerence
(spread) bring net 954 points. If the retailer set
point value 1 PIP=1 EUR, the ﬁnal earning would
amount to 954 euros. Furthermore, as the prediction is made only for May, a further fall in June and
July is expected, so the ﬁnal diﬀerence could be
much higher.
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4. Conclusion
Trend and periodicity of time series is common in
time series analysis. Using the appropriate methods of analysis and developing a series of appropriate models, it is possible to signiﬁcantly predict
further movement of the observed values with appropriate accuracy. In this paper, an example of a
time curve of currency pair HR/EUR prices at the
foreign exchange market is shown. Although relations of the shown curve (supply/demand) are not
deeply analyzed, it is clear that there are observable
regularities and series features through which it is
possible to construct a model to describe the available data. This paper technically analyzes the price
curve of a currency pair, indicating the observed
characteristics (trend and periodicity), selects the
appropriate model to describe the data and forecasts further price movements (in this case, for the
ﬁrst ﬁve months of 2016). The ﬁrst part of the analysis refers to ﬁnding the model that best describes
the data in the test sample, and the second refers to
forecasting a further set of values. Forecasting has
been done to hold the original values that were not
included in the modeling. The polynomial model of
the fourth degree that uses polynomial regression
trend proved to be the most appropriate.

It is also evident that in the form of price periodicity of a currency pair HRK/EUR there are extremes
that are in a particular area in February (maximum)
and July (minimum), which may be explained by
the tourist season in Croatia. Tourist activities are
most pronounced during the summer months, with
much less activity in winter.
The change of the falling euro trend curve in relation to the Croatian kuna occurs at a point with
the lowest value in September 2008, followed by
growth of the euro until early 2015. These changes
could be interpreted through the consequences
of Croatia going into recession (2008) due to the
global economic crisis, and coming out of recession (2015).
As further research, a detailed analysis of time series for other currency pairs could be made, e.g. for
HRK/USD, HRK/CHF or HRK/GDP in order to
spot any regularities, trends or periodicities. The
overall picture would probably provide a wider access to additional explanations and the results that
are given in this paper. Also, current models could
be improved if calculations could include the remaining ﬁve values of 2016 and make a prediction
for the rest of the year.
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(Endnotes)
1

The original time series data Yt in the following text will be uniformly used as the term Y(t). Furthermore, symbol Y’(t) or Y’t means
time series of a newly constructed data model.

2

Figure 5 can still interpret any periodic regularity, although the design has exempted the periodic component. The reason for this is
that the periodicity is not necessarily on an annual basis (this is an assumption of this model), because the method of calculating
periodic components cannot fully describe the “real” periodicity Pm <> P’m, and especially many random values can be mistakenly
interpreted as periodic.
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ANALIZA VREMENSKOG NIZA VALUTNOG PARA
HRVATSKA KUNA / EURO
Sažetak
Domaća valuta hrvatska kuna uvedena je u svibnju 1995. godine. Do danas, Hrvatska narodna banka (HNB)
kao regulator i nositelj monetarne politike u RH vodi politiku stabilnog tečaja, obično referiranog prema
formalnoj valuti Europske unije Euro (EUR). Od dana uvođenja eura 1.1.1999. pa do 1.1.2016. vrijednost
valutnog para HRK/EUR promijenio se u vrijednosti svega 4,25% (HNB).
Iako je vrijednost hrvatske kune relativno stabilna, postoje određene ﬂuktuacije, kako na godišnjoj (npr.
zadnjih nekoliko godina zbog globalne svjetske krize), tako i na unutar godišnjoj periodičkoj razini.
Cilj rada jest prikazati kretanje vrijednosti valutnoga para od početka 2002. do danas (kroz vremensku krivulju), analizirati pravilnosti, trendove i periodičnosti (sezonsko ponašanje) ukoliko postoje.
Istraživanje će biti napravljeno koristeći se metodom “Time Series Analysis“ (Analiza vremenskog niza)
pod pretpostavkom da će vanjski (globalna ekonomija) i unutarnji čimbenici (ekonomske politike) ostati
slični ili jednaki. Sukladno rezultatima bit će napravljena daljnja procjena kretanja cijena u periodu koji
slijedi koristeći se dobivenim predikacijskim modelom. U slučaju da krivulja sadrži komponentu periodičnosti, dodatno će se proučiti uočeni uzorci.
Ključne riječi: hrvatska kuna, euro, analiza vremenskog niza, HRK/EUR, predikcija
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IMPACT OF ECONOMIC
AND NON-ECONOMIC FACTORS
ON THE SUSTAINABILITY OF THE
PENSION SYSTEM IN CROATIA
Abstract
The pension system is very important in the context of the social security of every individual or the society
in which it is located. Maintaining the stability of this system is one of the fundamental problems, both for
Croatia and for other EU member states. The aim of this paper is to analyse the eﬃciency and sustainability
of the existing pension system in the Republic of Croatia and the identiﬁcation of key parameters which
determine its further development. The authors’ comparative analysis of the Croatian pension system with
the pension systems of individual EU Member States investigates the compliance of the Croatian pension
insurance with the European social model, and the impact of economic factors on the sustainability of this
system. Through the survey, authors explored the impact of non-economic factors on the pension system,
and received relevant information about the attitudes of stakeholders (users) of the current pension system,
their awareness and conﬁdence in the system, the willingness to participate in certain forms of pension
insurance (in particular those that are voluntary) and expectations of the insured on the return on investment, and the threshold of satisfaction on investments in pension funds.
Keywords: Pension system, sustainability, the European social model, economic factors, non-economic
factors

1. Introduction
Pension systems are part of the system in the context of the social policy of the company. These systems are “a collection of legal norms, ﬁnancial and
institutional arrangements governing the insurance
risk of old age and disability” (Puljiz, 2005). Their
ﬁnancing is one of the main factors that determine
the standard of living for every pensioner and their
ﬁnancial and social security. Therefore, the level of
rights that can be achieved in the pension insurance

system is directly dependent on the capabilities of
its funding, i.e. on its sources of funding.
Since the pension system provides for the most signiﬁcant social risks that can happen to everyone
(e.g. the risk of age, disability, etc.) the importance
of its stability is of great importance for the population of a country, and this system is necessary for
the balanced functioning of the whole society and
maintenance of its social cohesion, thus connecting
individuals and groups within society as a whole.
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2. The development and distribution of
pension systems

from the proceedings of future generations
of employees,

“The pension is a public institute, thanks to which
citizens can generate revenues at an age when
they are no longer able to earn money for a living.
Through the pension insurance system, one part of
an individual’s spending, which is realized during
the active years, is postponed for the future when
they will be old and powerless” (Puljiz, 2005). Speciﬁcally, by even distribution of individual income
and consumption, the individual is saving for the
future.
The pension insurance system consists of several
subsystems deﬁned in terms of types of insured
persons, method of ﬁnancing, pension fund management and distribution of pensions. Models of
pension insurance are usually deﬁned on the basis
of ﬁve criteria: 1) insurance of employees vs. universal pensions, 2) public management vs. private
management, 3) mandatory participation vs. voluntary participation, 4) a deﬁned beneﬁt vs. deﬁned
contribution, 5) current distribution vs. capitalization. Based on the preliminary classiﬁcation of pension systems, according to the method of funding
and the allocation of funds for pensions, today it is
the most commonly used classiﬁcation of these systems. The ﬁrst method of collection and distribution of pensions is the current distribution on the
basis of inter-generational solidarity, and the second
are capitalized pension funds.

2.1 Pension systems based on intergenerational
solidarity
The English abbreviation PAYG (pay as you go),
which means “pay to get”, is used for the pension
system based on intergenerational solidarity. In this
model of pensions, pensioners are ﬁnanced from
contributions paid from the employed population,
and the basic principles of the PAYG system are as
follows:
A) long-term does not accumulate resources
in funds in order to pay for future pensions,
but the contributions are paid by the employed population who fund the pensions of
current retirees,
B) the state is relieved of the obligations to pay
the funds to retirees who contributed during their working life in the form of pension
contributions; increased pensions are paid
52

C) assuming normal economic growth and
maintaining the demographic balance, every new generation of pensioners can get a
higher pension in relation to contributions
paid during their working life (Puljiz, 2008).
Unfortunately, the third characteristic of the pension system based on the model of intergenerational
solidarity is often not realized, but exactly the opposite (a fall in output of employees and at the same
time a decrease of retirees’ pensions), which often
leads to a crisis of this system. However, these systems certainly have some advantages, and some of
them are:
A) easier to adjust to inﬂationary trends and to
the various market ﬂuctuations in relation
to funded pension plans,
B) enable real increases in pensions depending
on economic growth,
C) they can be built quickly in relation to funded pension plans.
The biggest drawback to the PAYG system is that it
is usually threatened by a reduced birth rate and by
the population aging. In such a generational imbalance, these systems are unsustainable, as they are
more appropriate for a society of full employment.

2.2 Funded pension systems
Another method of collection and distribution
of pensions are funded pension systems (capitalfunded pensions), related to the capitalization of
pensions. The basic principles of capitalized pension funds are as follows:
A) the insured persons allocate contributions
to their future pensions,
B) contributions to the fund are invested in the
capital market for proﬁt,
C) the insured persons receive a pension when
they stop working and the proﬁt on investments is included in the retirement beneﬁts,
D) an additional amount on the contributions
is achieved, leading to a separate account
for each insured person, and on cessation of
work it turns into a pension annuity,
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E) policyholders bear the investment risk of
pension funds,

reform of the Croatian pension insurance system,
which was completed in 2002.

F) funds that exist at the state level are speciﬁc
legal entities that operate on the principles
of proﬁtability and security,

3.1 The structure of the pension system in the
Republic of Croatia

G) an individual’s pension depends on the accumulated amount of contributions, the
realized proﬁt and the calculation of life expectancy at the time of retirement (Puljiz,
2008).
In accordance with the above principles one should
note the advantages and disadvantages of capitalized pension funds. The biggest advantage of these
funds, as opposed to the system of intergenerational
solidarity, is to encourage people to be responsible
and rational in use of resources and savings for old
age during their working years. However, the biggest
drawback of this pension system is the exposure of
pension funds to capital markets, and consequently
the risks of investing that is eventually borne by the
insured.
Based on the clariﬁcation of these models of pension insurance, it is possible to conclude that in pension schemes based on intergenerational solidarity,
the essential component is the redistribution from
richer to poorer categories of pensioners, while in
pension schemes based on the capitalization of pensions, the most important element is the personal
responsibility which is reﬂected in contributions
and their capitalization. “Since no model of pension insurance is fully eﬀective, it is common that
today’s pension systems are a combination of diﬀerent models with regard to the method of ﬁnancing,
resource allocation, organization and management”
(Vretenar Cobović, Cobović, 2016). Accordingly,
instead of one (mono-pillar system), in most countries there are systems with multiple pension pillars
(multi-pillar system) that operate according to different ways of collecting, managing and distributing
funds.

3. The pension system of the Republic of
Croatia and its sustainability
The pension system of the Republic of Croatia has a
long tradition. The crisis of this system, which was
present at the end of the period of socialism, was
deepened even after the independence of Croatia
and during the Homeland war. This is why, at the
end of the nineties, there was the beginning of the

Reforms of today’s pension system of the Republic
of Croatia are based on the mixed ﬁnancing model, in which instead of one there is a system with
more pillars. The ﬁrst pension pillar is a mandatory pension insurance based on intergenerational
solidarity, and it is ﬁnanced by contributions from
the insured, that employers pay at a rate of 20% employees’ gross salaries. Pension insurance under the
second pillar is obligatory for insured persons who
are insured under the Pension Insurance Law, and
holders of this insurance are mandatory pension
funds. The contribution rate which is paid to the
mandatory pension funds is 5% of the gross salary
of the insured. Accordingly, insured persons who
in 2002 were younger than 40 years of age, and are
secured in both pillars, allocate 15% of the contributions to the ﬁrst pillar and 5% of the contributions
to the second pillar. The third pillar in the Republic
of Croatia is a voluntary pension insurance based on
individual capitalized savings, which are carried out
by voluntary pension funds. The contributors to the
third pillar of insurance are the beneﬁciaries who
wish to further ensure against the risk of old age,
disability and death.
But despite the reforms, today’s pension insurance
system in the Republic of Croatia has signiﬁcant
problems that hamper its eﬀective functioning.
Therefore, in continuation we will analyse the compatibility of the Croatian pension insurance with the
European social model and the economic impact, as
well as the non-economic factors in the sustainability of this system.

3.2 Compliance of the pension system of the
Republic of Croatia with other EU Member
States
The European Union is trying to build a European
model of pensions, which should serve as a landmark for the pension reform of other countries,
especially those that will soon become its new
members. “Pension systems in the Union are the
foundation of social protection, which is increasingly used as the broadest term, and includes all the
collective transfer systems that are built to protect
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people against social risks” (Bijelić, 2005). Although
there are signiﬁcant diﬀerences between Member States, all countries provide payment receipts
to cover the classic risks: old age and retirement,
death, disability, unemployment and so on.
Based on the above, the European social model
is based under the Charter of Fundamental Social Rights of Workers of the European Economic
Community (EEC) in 1989 and the Charter of Fundamental Rights of the European Union in 2007,
which became part of the Treaty of Lisbon. Within
these documents, obligations are set out for Member States of the Union, and the European social
model which has the following characteristics:

sional and individual voluntary pension
insurance.1
Within these characteristics, it is possible to realize
the importance of the pension system in the context
of the European social model. According to Rismondo (2010), the European social model has four
forms: Nordic, Anglo-Saxon, corporate western and
southern European, and common characteristics of
these types are:
A) on the ﬁrst level, public and compulsory
pension insurance, which is set up and carried out according to law, and in which is ensured the solidarity achieved at the national
level and that guarantees its users a certain
level of beneﬁts in accordance with internationally accepted standards,

A) prohibiting all forms of discrimination
based on age, sex, race, ethnic or social origin, language, religion or personal beliefs,
political views and belonging to a national
minority,

B) on the second level, additional pension insurance, as a rule related to professional organization,

B) the right of the elderly to a digniﬁed and
independent life and participation in social
and cultural life,

C) at the third level, the voluntary and individual insurance, the choice is left to each
individual.

D) the right to assistance from the social services providing protection in case of sickness,
maternity, accidents at work and unemployment, according to the terms of European
Union law and national legislation,

Based on this allocation, and within the ﬁrst pillar of pension insurance in the European Union,
state pensions are ﬁnanced from current revenues
based on contributions from salaries of employees
and further from the state budget. Unlike the ﬁrst,
the pension systems of the second and third pillars
are based on the investment of collected funds, and
their capitalization. However, the representation
(dominance) of individual pillars of pension insurance is not the same in all countries.

E) the pension system, established as a compulsory and public pension insurance, supplementary pension insurance and profes-

The following table shows the total pension income
in the three pillar pension funds in certain European
countries (Table 1).

C) the right of persons with disabilities to use
measures that ensure independence, social
and professional inclusion and participation
in community life,

Table 1 Income from pension contributions paid to the three pillars of insurance in certain European
countries (in %)
First pension pillar

Second pension pillar

Third pension pillar

Total

Germany

Country

65%

19%

16%

100%

France

60%

22%

18%

100%

Italy

85%

10%

5%

100%

Netherlands

30%

53%

17%

100%

United Kingdom

30%

45%

25%

100%

Croatia

80%

15%

5%

100%

Source: CEA – Insurers of Europe, statistics report, 2015, edited by the authors
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Based on the data in the table, it can be seen that
the ﬁrst pillar pension income occupies the largest
share in the overall pension income for most of the
observed countries. This is followed by revenues
from paid pension contributions in the second and
third pillar. The largest revenue in the context of the
second pillar of pension insurance is in the Netherlands and the United Kingdom, while the dominance
of the ﬁrst pillar is most common in Italy, followed
by Croatia, Germany and France. This distribution
of income depends on the structure of the pension
insurance system of a country, its executed reforms,
demographic trends, economic indicators and historical tradition of individual areas of Europe.

Pension systems in the second pillar of the European Union are represented by the institutions
whose fundamental objective is to solve problems
that arise in the system of state pensions (ﬁrst pillar) caused by demographic and economic ﬂuctuations, especially in times of ﬁnancial crisis which
has aﬀected all parts of Europe in recent years.
Such systems can be set up as voluntary or mandatory depending on the organizational form and the
degree of coverage of employed in each Member
State of the Union. On the basis of the main features of the second pillar of the Union, the characteristics of this pillar in the individual EU countries
are shown in Table 2.

Table 2 The characteristics of the second pillar of pension insurance in the individual countries of the
European Union
The share of second pillar
pension in total payments (%)

Characteristics

Germany

18%

Voluntary pension funds, with investment capital, group
insurance

France

22%

Tariﬀ contracts regulated by mandatory insurance, and
additional voluntary pension insurance for managers with
investment capital

Italy

5%

Voluntary pension funds, mostly for managers with
investment capital

Netherlands

51%

Voluntary pension funds, with investment capital

United Kingdom

42%

Voluntary pension funds, with investment capital

Croatia

10%

Mandatory pension funds based on individual capitalized
savings

Country

Source: EFRP – European Federation for Retirement Provision, annual report, 2015, edited by the authors

In the EU member states there are different characteristics of the second pillar pension scheme
based on additional (i.e. vocational) insurance.
However, in most countries, according to the Union Directives2 financing takes place within pension funds and is mostly of the voluntary type.
The differences are mainly in the share of second
pillar pensions in total payments to pensioners.
That number is the largest in the Netherlands
and the UK, which is to be expected, since the
pensions in these countries are paid mainly from

the pension system, which belongs to the second
pillar. In addition, it is possible to spot the differences in the characteristics of the second pillar in the Republic of Croatia in relation to other
countries observed. In Croatia, the second pillar
has the exclusive feature of this obligation and is
not based on vocational insurance. EU member
states that have the largest share of second pillar
pension in total payments to pensioners, also take
up the largest percentage of pension fund assets
in the Union (Figure 1).
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Figure 1 Pension fund assets in the European Union in 2015 (in billions of €)

Source: EFRP – European Federation for Retirement Provision, annual report, 2015, edited by the authors

Total assets of pension funds in the second pillar of
the European Union in 2015 amounted to 2.254 billion euros. Of the total amount of assets, the two
countries with the largest pension funds are the
Netherlands and the United Kingdom.
In 2015, the Netherlands possessed 42% and the
UK 41% of the total assets of pension funds in the
Union. Other countries take up a much smaller percentage of the assets of these funds (from 0.40% in
Croatia to the largest 7.14% in France).

According to the assets of pension funds at their
disposal, the EU member states have diﬀerent forms
of investments and assets in the capital market,
but the level of these investments is certainly in
line with the regulations and restrictions that have
each member country. Anglo-Saxon countries invest more in stocks and other riskier forms, while
the countries of continental Europe are much more
cautious and often invest their assets in government
bonds (Table 3).

Table 3 The investment portfolios of pension funds of the second pillar in certain countries of the European Union
Country
Germany

France
Italy
Netherlands

United Kingdom

Croatia

Investment principles
- Up to 30% of the investment in shares of the European Union
- Up to 6% invest in shares outside the European Union
- Up to 75% in government bonds of the European Union
- Up to 10% of own investments
- Up to 12% of the investment in shares of the European Union
- Up to 68% in government bonds of the European Union
- mostly invest in government bonds
- Up to 55% of the investment in shares of the European Union
- Up to 25% invest in shares outside the European Union
- Up to 13% in government bonds of the European Union
- Up to 5% of own investments
- Up to 80% of the investment in shares of the European Union
- Up to 30% invest in shares outside the European Union
- Up to 11% in government bonds of the European Union
- Up to 5% of own investments
- Up to 30% of the investment in shares of the Republic of Croatia or other EU countries
- Up to 65% investment in government bonds of the Republic of Croatia or other EU
countries

Source: EFRP – European Federation for Retirement Provision, annual report, 2015, edited by the authors
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There are signiﬁcant diﬀerences in the investment
portfolios of pension funds in the second pillar of the
investigated countries of the Union. Assets of Great
Britain and the Netherlands are invested mainly in
shares of the Union, followed by the expected higher income from such investments, while France,
Germany and Croatia are more prone to investing
in government bonds. The diﬀerences are deﬁned
in relation to investments in their own country and
abroad. In this form of investment, Great Britain is
represented with 30% of investments abroad, followed by the Netherlands with 25%, while in most
other countries this share does not exceed 10%.
According to the analysis, it is possible to conclude
that the legislation of the Croatian pension system
is formally in line with the obligations arising from
the Directive of the European Union in the ﬁeld of
pension insurance, but the Croatian pension system
is not in line with the European social model in the
context of the second pillar of the pension system
of insurance. Based on the three pillars of security,
the pension system of the Republic of Croatia has
mandatory pension insurance in the second pillar
which is ﬁnanced by applying capitalization of contributions to the personal accounts of the insured.
In contrast, there is frequently vocational insurance
in Europe (company, group of companies, sector of
the economy, branches and the like) and in most
countries of the EU it is of voluntary type.
In addition, the weak development of capital savings
in Croatia signiﬁcantly aﬀects the economic, but
even more the non-economic factors, whose inﬂuence is of great importance for the sustainability of
the pension system.

3.3 The impact of non-economic factors in the
sustainability of the pension system in the
Republic of Croatia - research results
In order to collect relevant information about the
attitudes of stakeholders (users) of the current pension system, a primary research was conducted via
survey method and the instrument that was used
was a questionnaire. The survey was conducted in
June and July 2016, on a sample of 414 respondents.
A sample of the target group included the persons
employed in small, medium and large companies
on Croatian territory. The survey was conducted by
sending a questionnaire electronically.
The questionnaire was structured in four parts. The
ﬁrst part of the questionnaire was related to the
study of basic data about the sample (gender, age,
completed degree, the size of companies in which
the respondent works and forms of ownership of
enterprises); the second and third part of the questionnaire was related to how informed the insured
was about the functioning of the pension system
and conﬁdence in the system and willingness to
participate in certain forms of pension insurance.
The fourth part of the questionnaire was related to
the issues related to the personal attitudes towards
the pension system in the Republic of Croatia. The
goal of the survey was to investigate the inﬂuence
of non-economic factors in the pension insurance
system in the Republic of Croatia obtained from the
attitudes of the insured and to connect them to the
previously conducted analysis.
The age and gender structure of the respondents is
shown in Table 4.

Table 4 The age and gender structure of respondents
Age requirements
Number
Male

Total

25-35

36-55

56-65

Total

6

75

115

38

234

% gender

2.56%

32.05%

49.15%

16.24%

100%

% age

66.67%

53.57%

51.11%

95.00%

56.52%

3

65

110

2

180

Number
Female

17-24

% gender

1.67%

36.11%

61.11%

1.11%

100%

% age

33.33%

46.43%

48.89%

5.00%

43.48%

Number

9

140

225

40

414

% gender

2.17%

33.82%

54.35%

9.66%

100%

% age

100%

100%

100%

100%

100%

Source: Made by the authors based on the results of the survey
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Analysing the data in the table it can be seen that
the largest group of respondents are persons aged
36 to 55 years of age, accounting for 54.35% of the
total surveyed. The next largest group consists of respondents aged 25-35 years, accounting for 33.82%
of the total study population, followed by those aged
56-65 years (share of 9.66% of the total surveyed). In
the total sample, the least numerous are those aged
17 to 24 years of age. This population makes 2.17%

of the total participants. In the total sample, 234
men and 180 women were surveyed. In all four age
groups, more males than females were interviewed.
The highest percentage of respondents diﬀers in relation to age. In relation to gender, the respondents
diﬀer 19 times in favour of men in the age group 5665 years of age. The sample structure according to
educational qualiﬁcations is shown in Table 5.

Table 5 Completed professional qualiﬁcation of respondents
Professional qualiﬁcations3

Number of respondents

Primary school

Share (%)

Rank

0

-

5

129

34.13

2

College degree

54

14.29

3

University degree

189

50.00

1

Secondary school

Other

6

1.58

4

Total

378

100.00

-

Source: Made by the authors based on the results of the survey

When asked about their work experience, 36 surveyed subjects of the sample did not want to answer
the question. Of the total surveyed, the most common response related to qualiﬁcations is the completion of the higher education qualiﬁcation. This
population covers 50% of the sample. In the total
sample, most respondents come from the BrodPosavina County (33.85%), the Varaždin County

(10.52%), the Sisak County (8.01%), the SplitDalmatia County (4.39%) and the City of Zagreb
(4.29%). The total sample of the population in other
surrounding parts is in the range of 1% to 3%, depending on the county.
The size and ownership structure of companies in
which respondents work is presented in Table 6.

Table 6 The size and company ownership structure
Size of enterprises

Structure of enterprises

Description

Number
%
Rank

Small

Medium

Big

State
ownership

Majority state
ownership

Private
ownership

Majority private
ownership

212

151

51

68

50

290

6

51.21

36.47

12.32

16.43

12.08

70.04

1.45

1

2

3

2

3

1

4

Source: Made by the authors based on the results of the survey

In the total sample, most of the surveyed employees are in small businesses, while the most common ownership structure in which the respondents worked is privately owned. In addition, the
most frequently mentioned activity of companies
is manufacturing (26.37%), followed by construction (13.19%), agriculture and forestry (5.49%),
58

education (3.30%), ﬁnancial and insurance activities (2.20%) and other (energy, municipal services,
transport, trade, catering, etc.).
The second group of questions explored the respondents’ awareness about the functioning of the
pension system in the Republic of Croatia (Table
7).
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Table 7 Familiarity with the structure of the pension insurance and the level of respondents’ satisfaction with the existing structure

Description

Number

Familiarity with the structure of
the pension insurance
CompleteMostly
Unly known
known
known

Level of satisfaction
Completely adequate
structure

Mostly adequate
structure

Inadequate
structure

210

186

18

18

240

156

50.72

44.93

4.35

4.35

57.97

37.68

1

2

3

3

1

2

Median

2.00

2.00

3.00

1.00

1.00

2.00

Variance

5.486

2.358

3.596

4.256

5.698

2.263

Standard
deviation

2.342

1.778

2.659

1.666

2.631

1.236

%
Rank

Source: Made by the authors based on the results of the survey

In the total sample, 44.93% of the employed population is only partially familiar with the current
structure of the pension system, which indicates the
necessity of additional educational and informative
programs for certain categories of the population
(present and future stakeholders of the pension
system). This would help policyholders in facilitating decisions in participation in the system, espe-

cially in the context of its voluntary part. In addition, 57.97% of respondents identiﬁed themselves
as partly satisﬁed regarding the functioning of the
current structures, while 37.68% is extremely dissatisﬁed with the current functioning of the pension
system. The most common reasons for dissatisfaction are shown in Table 8.

Table 8 The reasons for respondents’ dissatisfaction
The current
system is
ineﬃcient

Long-term sustainability of the
current structure
is not possible

Mandatory pension
funds are not exercising
large enough yields

The stimulating arrangements of the
state in the third
pillar are too small

Other

121

109

21

41

9

40.20

36.21

6.98

13.62

2.99

1

2

4

3

5

Median

1.00

1.00

1.00

2.00

2.00

Variance

.297

.382

1.638

1.731

1.889

Standard
deviation

.088

.618

1.280

1.316

1.265

Description
Number
%
Rank

Source: Made by the authors based on the results of the survey

Reasons for dissatisfaction with the current pension
system were expressed by 301 respondents. The
most common reason for dissatisfaction of those
surveyed was the ineﬃciency of the current system
and its long-term viability. In addition, 23.51% of
respondents believe that government incentives in
the third pillar are too small, and that pension funds

do not generate suﬃciently large returns. Based on
these observations it can be concluded that it is necessary to change certain variables within the system
and that additional measures and activities should
improve the economic and social eﬀects of the pension insurance. The trust of the insured in the current pension system is shown in Table 9.
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Table 9 The conﬁdence of respondents in the current pension system
Description

Complete conﬁdence

Number
%

Partial conﬁdence

No conﬁdence

87

192

135

21.01

46.38

32.61

Rank

3

1

2

Median

1.00

1.00

1.00

Variance

.569

.458

.563

Standard
deviation

.325

.333

.310

Source: Made by the authors based on the results of the survey

The largest percentage of respondents has partial
conﬁdence in the current pension system, while
only 21.01% of respondents have full trust. Based
on the results, the ineﬃciency of the current system
and the importance of changes in some of its variables can again be observed.
The third group of questions explored the participation of the insured in certain forms of pension

insurance and their threshold of satisfaction on
investments in pension funds. In the total sample,
78% of the insured participate in both mandatory
insurance pillars, while 22% of respondents are
provided for under the first pillar. The respondents’ satisfaction based on realized returns of
their mandatory pension funds is shown in Table
10.

Table 10 Satisfaction of the insured with yield from mandatory pension funds
Description

Complete satisfaction

Partial satisfaction

18

214

91

5.57

66.25

28.18

Number
%
Rank

Dissatisﬁed

3

1

2

Median

1.00

2.00

1.00

Variance

.452

.301

.652

Standard deviation

.256

.110

.457

Source: Made by the authors based on the results of the survey

From the total number of insured in the second pillar of insurance, 66.25% are partially satisﬁed with
the overall yield of their funds, while only 5.57% are

fully satisﬁed. The preferred structure of the investment of pension fund assets by the insured is shown
in Table 11.

Table 11 The preferred structure of the pension fund investment assets by the insured

Description

Number
%
Rank
Median
Variance
Standard
deviation

Increase investment in domestic
government
bonds, stocks and
investment funds

Decrease investment in domestic
government bonds,
stocks and investment funds

Increase investment in foreign
government
bonds, stocks and
investment funds

Decrease investment in foreign
government
bonds, stocks and
investment funds

Other
(a combination of the
previous
forms)

90
41.85
1
1.00
.348

15
6.98
4
2.00
.488

78
36.28
2
1.00
1.856

9
4.19
5
2.00
1.679

23
10.70
3
1.00
1.880

.188

.222

1.110

1.311

1.256

Source: Made by the authors based on the results of the survey
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When asked about the preferred structure of pension fund investments, 215 respondents responded.
Based on the data in the table it can be seen that
there is not too much deviation from the current
investment assets from mandatory pension funds
and the level of investment that respondents would
want. Mostly these are investments in government
bonds and shares, which is a portfolio that Croatian
pension funds generally have. On the other hand,
the main result of this research is the insuﬃciently
developed capital market in the Republic of Croatia and certain restrictions on the investment of assets from mandatory pension funds that will surely
change over time.

The question about the participation in the third
pillar was answered by all respondents in the sample. From the total sample, as many as 75.36% of
respondents said that they do not participate in
the framework of the voluntary pension insurance.
Other insured members participate in compulsory
pension funds (18.68%) and closed-end voluntary
pension funds (5.96%). Regarding the basic reason
for membership in the fund, 90% of respondents
stated that their pension from the ﬁrst and second
pillar will not be suﬃcient and that they want to further provide for their old age. The reasons of other
respondents who do not participate in the framework of the third pillar are presented in Table 12.

Table 12 The reasons for non-participation in the framework of the voluntary pension insurance

Description

Number
%
Rank

This form of insurance for me
is completely
unnecessary

Investments of
voluntary pension funds are
ineﬃcient

The yield of
voluntary
pension funds
is low

I don’t have
ﬁnancial resources for this
type of savings

I’m saving
within the
framework of
life insurance

15

112

25

151

9

4.81

35.90

8.01

48.40

2.88

4

2

3

1

5

Median

1.00

2.00

2.00

2.00

1.00

Variance

1.358

1.451

1.339

1.796

1.845

Standard
deviation

1.187

1.277

1.101

1.131

1.412

Source: Made by the authors based on the results of the survey

The most common reason for respondents not
participating in the context of the third pillar is
a shortage of money and the idea that such investments are ineffective. Accordingly, it is again
possible to observe that the future development
of the pension system significantly depends on
economic factors (particularly employment and
wage growth and the GDP), because even further awareness and education of the insured on
the importance of participation in the context of
the third pillar will not be enough if the population will not have enough money to save. Of the
total surveyed, only 2.88% pay premiums for life
insurance, which is a too small percentage if one
wants to ensure the long-term effectiveness of the
pension system, as well as other forms of voluntary insurance. Preferences according to the importance of certain variables on which care is in-

sured in the second pillar insurance are presented
in Table 13.
The fourth group of questions obtained answers to
questions related to the personal attitudes of the
respondents towards the Croatian pension system.
When asked about the degree of concern of the insured for their future pension amount and its sufﬁciency for life after retirement, 57.75% of respondents said they partially take care of their future
retirement, while 23.94% take full care. Of the 311
respondents who answered this question, 18.31%
of them do not take care of their future retirement.
Based on the responses it is possible to conclude
that the highest percentage of insured are only partially concerned about their future retirement and
its suﬃciency for life. The respondents’ preference
for certain variables in the second pillar of insurance are shown in Table 13.
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Table 13 The priorities of the insured in analysing their business fund
Priorities of the
insured
The amount of
the fund‘s assets
Yield of fund
Number of
participants in
fund
The amount
of paid annual
contributions
The percentage
deviation of
contributions
paid per year
The structure of
investment fund
assets

Least important
%
Rank

Relatively
important
%
Rank

Important
%

Very important
%

Rank

Most important
%
Rank

5.71

5

10.00

4

15.71

3

31.43

2

37.15

1

1.43

5

5.71

4

10.00

3

31.43

2

51.43

1

10.48

4

9.52

5

34.29

1

30.00

2

15.71

3

4.29

4

1.43

5

27.14

3

38.57

1

28.57

2

2.86

5

14.29

4

27.14

2

30.00

1

25.71

3

2.62

5

3.10

4

18.57

3

42.86

1

32.85

2

Source: Made by the authors based on the results of the survey

A total of 309 respondents voiced their views regarding the ranking priorities in analysing the business of their mandatory pension fund. The analysis
of the attitudes of the respondents according to the
importance of certain variables relevant to the operation of pension funds shows that the insured ﬁnd
as the most important the amount of the fund assets and the fund’s performance. Also, considered
as very important is the amount of annual contributions payment, as well as the percentage deviation
of contributions paid per year and the fund investment structure. As an important element, they cited
the number of fund members. However, no variable
in the category of relatively important and least important takes the ﬁrst rank.
Based on the data it can be concluded that there is
considerable interest from this part of the insured,
which exclusively or at least partially take care of
their future retirement, the business of their pension funds based on the assigned priority rankings
for each variable.

4. Conclusion
The pension system is an extremely important part
of the social security of every individual or the society in which it is located. Its sustainability is signiﬁcantly aﬀected by the economic, but even more the
non-economic factors. Results of research on the

impact of these factors on the sustainability of the
pension system in the Republic of Croatia indicate
the following:
• Pension income from the ﬁrst pillar occupies
the largest share of total pension income in the
Republic of Croatia,
• The main characteristics of the second pillar in Croatia signiﬁcantly diﬀer from other
observed countries of the European Union (in
Croatia the second pillar has the exclusive feature of this obligation and is not based on vocational insurance)
• The investment portfolio from pension funds
in the second pillar in the Republic of Croatia is
as follows: 30% in stocks and 65% in government
bonds, which is signiﬁcantly diﬀerent from the
example of investments of the Netherlands or
Great Britain,
• In the context of primary research, it was
observed that in the Republic of Croatia, the
respondents have partial familiarity with the
structure of the pension insurance, which indicates the necessity of additional educational and
informative programs for certain categories of
the population (present and future stakeholders
of the pension system),
• In addition, respondents identiﬁed themselves as partly satisﬁed in relation to the func-
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tioning of the current structure of the pension
insurance system, and expressed their greatest
dissatisfaction with the ineﬃciency of the current system and its long-term unsustainability,
• Due to the partial trust of the respondents in
the entire current system of pension insurance,
it is necessary to change certain variables within
the system and additional measures and actions
need to be undertaken to improve the economic
and social eﬀects of this insurance,

• Since most of the respondents do not participate in the framework of the voluntary pension
insurance (they claim that the investments from
voluntary pension funds are ineﬃcient and they
do not have money for that type of savings), the
necessity of complete harmonization of the Croatian pension system with the European social
model will be of great importance in the coming period. The overall economic development
(particularly employment and GDP growth and
wages) of the country signiﬁcantly aﬀects the efﬁciency of the pension system as a whole.
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UTJECAJ GOSPODARSKIH TE NEEKONOMSKIH
FAKTORA NA ODRŽIVOST MIROVINSKOG SUSTAVA U
REPUBLICI HRVATSKOJ
Sažetak
Sustav mirovinskog osiguranja vrlo je važan u okviru socijalne sigurnosti svakog pojedinca, odnosno društva u kojem se nalazi. Održavanje stabilnosti ovoga sustava danas je jedan od temeljnih problema, kako za
Republiku Hrvatsku, tako i za ostale zemlje članice Europske unije.
Cilj je ovoga rada analiziratii učinkovitost i održivosti postojećega sustava mirovinskoga osiguranja u Republici Hrvatskoj te utvrđivanje ključnih parametara koji određuju njegov daljini razvoj. Autori u radu
komparativnom analizom mirovinskoga sustava Republike Hrvatske s mirovinskim sustavima pojedinih
zemalja članica Europske unije istražuju usklađenost hrvatskoga mirovinskoga osiguranja s europskim socijalnim modelom te utjecaj gospodarskih čimbenika na održivost ovoga sustava. Kroz provedenu anketu
istražuju i utjecaj neekonomskih čimbenika na sustav mirovinskoga osiguranja, odnosno dobivaju relevantne informacije o stavovima dionika (korisnika) sadašnjega sustava mirovinskoga osiguranja, njihovoj informiranosti te povjerenju u sustav, spremnosti da sudjeluju u pojedinim oblicima mirovinskoga osiguranja
(posebice onima dobrovoljnoga tipa) te očekivanjima osiguranika o povratu uloženih sredstava, odnosno
pragu zadovoljstva temeljem ulaganja u mirovinske fondove.
Ključne riječi: mirovinski sustav, održivost, europski socijalni model, gospodarski čimbenici, neekonomski
čimbenici
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THE RELATIONSHIP BETWEEN
CORPORATE VOLUNTEERING
AND CORPORATE SOCIAL
RESPONSIBILITY: RESULTS
OF AN EMPIRICAL STUDY
Abstract
Corporate Volunteering (CV) is a phenomenon that emerged in the second half of the 20th century and
began to grow and globalize at the beginning of the 21st century. There seems to be a consensus that the recent growth of Corporate Volunteering is related to the development and growing legitimacy of the concept
of Corporate Social Responsibility (CSR). Nevertheless, the theoretical discussion on how the two concepts
(Corporate Volunteering and Corporate Social Responsibility) are related is just beginning, while empirical research on how this relationship operates in corporate practice is still incipient. This paper presents
preliminary results of a research on this subject carried out in Uruguay in 2016. This is a statistical study
that analyses the relationship between the application of corporate volunteering activities and the incorporation of a CSR approach to the management of companies. The incorporation of both types of practices
is measured by a self-assessment questionnaire that includes 81 indicators (using a Likert scale to assess
them), which were designed based on ISO 26000 Guidance of Social Responsibility1. The questionnaire was
administered to 96 companies, using a comparative analysis between those that practice Corporate Volunteering and those which do not. The results obtained allow us to support the hypothesis that the application of Corporate Volunteering is positively associated with the incorporation of CSR when managing the
relationship between the company and its employees and also with the community. Moreover, these results
contribute to a better understanding on how both concepts are related.
Keywords: Corporate Volunteering, Employee Volunteering, Corporate Social Responsibility, ISO 26000

1. Introduction
Corporate Volunteering emerged in the late sixties
(mainly in the United States and the UK) and during the following decades, it slowly became widespread around the world, as explained by several
studies (Allen, 2003; Gatignon-Turnau, Mignonac,
2015; Ruizalba et al., 2014). Nevertheless, academic

research on this subject is still in its early stages
(Magalhaes, Ferreira, 2014). In addition, as Grant
(2012: 610) argues: “scholars who study organizations have just begun to pay attention to Corporate
Volunteering”. According to some authors, concern
for CV just aroused when it began to be understood
as an important tool of the Corporate Social Re-
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sponsibility policy, which can have important and
positive impacts (Do Paço et al., 2013). Some of
these impacts are mentioned in section 2.3.
There is extensive literature regarding the relationship between CV and Corporate Social Responsibility (Gallardo et al., 2010; Santos, Bittencour, 2008;
Basil et al., 2011; Cavalaro, 2006; Muthuri et al.,
2009; Grant, 2012). However, there is not enough
empirical evidence to justify this assertion, since
there is scant statistical-based research demonstrating that the practice of CV is eﬀectively associated with the incorporation of CSR into corporate
management. To begin to ﬁll this knowledge gap,
a quantitative research was carried out to analyse
whether there is any statistical association between
the application of CV and a set of indicators that
measure the incorporation of CSR into corporate
management.
In order to do this, the degree of incorporation of
CSR was compared between two groups of companies: those that applied CV and those that did not
apply it. To measure the incorporation of CSR, two
types of variables were used: 1) bivariate nominal
variables and 2) variables measured by a Likerttype scale. In both cases diﬀerent tools were used to
evaluate the existence of statistical association. In
the ﬁrst case, the Chi-Square test was used and in
the second case, the means diﬀerence test was used.
In this paper it is assumed that a company incorporates CSR into its management when: 1) it provides
strategic deﬁnitions of CSR (for example, to align to
this concept their deﬁnitions of mission, vision and
values; to include CSR considerations in strategic
planning; to have an area of CSR, etc.); 2) it designs,
documents and implements policies to ensure compliance with these deﬁnitions in the relationship
with all their stakeholders and 3) it uses the speciﬁc
tools required by the management based on the
CSR approach (for example, to have a CSR department, to publish a social report, to have a code of
ethics, etc.).

2. Theoretical Framework
2.1 Corporate volunteering in the available literature
The literature on CV is composed of articles published in scientiﬁc journals, papers presented at
conferences, reports of empirical research and
methodological guides. An analysis of the literature
68

suggests that its contents can be grouped into three
categories. The ﬁrst one consists of the consideration of theoretical aspects on the subject mainly
presented in scientiﬁc articles, where conceptual
deﬁnitions can be found, as well as typologies and
theoretical models, analysis of the relationship between corporate volunteering and other issues such
as Human Resource Management, company image
and CSR (Magalhaes, Ferreira, 2014; Moreno, 2013;
Ruizalba et al., 2014).
The second category includes the presentation of
results of incipient empirical research from both the
academic world and several organizations and foundations that promote Corporate Volunteering. This
research addresses diﬀerent issues, some of them
consist of descriptive studies on the implementation and management of CV in diﬀerent countries
such as: Spain (Observatorio de Voluntariado Corporativo, 2009), United States (Allen, 2012), Canada
(Basil et al., 2009), Germany (Herzig, 2004), Switzerland (Lorenz et al., 2011). There is also considerable
research on the motivation of corporate volunteers:
(Do Paço et al., 2013; Do Paço, Nave, 2013; Costa de
Azevedo, 2007; Grant, 2012; Pajo, Lee, 2011; Rodell
et al., 2015; Runte, Basil, 2011; Van Schie et al., 2011;
Zappalá, Mclaren, 2004). Furthermore, it is possible to ﬁnd research on the reasons why companies
practice CV (Cavalaro, 2006; Easwaramoorthy et
al., 20062) and on the impacts of CV (Vian et al.,
20073; Gallardo et al., 2010; Ruizalba et al., 2014),
among other issues.
Finally, the third category includes methodological
guides and manuals whose purpose is to provide
tools for managing CV (Acción Empresarial, 2004;
Fundación Compromiso, 2008; Observatorio de
Voluntariado Corporativo, 2009; Voluntare, 2013;
Fundación CODESPA, 2012; Gonzalez et al., 2008;
Jané, 2010).
To designate this type of volunteering diﬀerent
expressions are used: 1) Company support for employee volunteering (Basil et al., 2011; Gonzalez et
al., 2008; Easwaramoorthy et al., 2006); 2) Employee
Volunteering (Rodell et al., 2015; Zappalá, Mclaren,
2004; Muthuri et al., 2009) and 3) Corporate Volunteering (Herzig, 2004; Lorenz, et al., 2011; Fundación CODESPA, 2012; Do Paço et al., 2013; Moreno, 2013). It is important to highlight that these
concepts do not only express semantic diﬀerences,
but also small diﬀerences of nuance: the ﬁrst two
expressions focus on employees, while the third one
concentrates on the company. In particular, the dif-
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ference is quite clear between the ﬁrst and the third
one, because one thing is that a company provides
support for volunteer activities that its employees
want to pursue and another thing is that the company designs and leads social activities involving its
employees. The expression Corporate Volunteering
is usually more associated with corporate volunteer
programs and activities designed by companies as
part of their CSR policies in relation with the community or their human capital management. In this
research it was decided to use the latter expression
because it is the usual one in Uruguay.
Notwithstanding the foregoing, regardless of the
term used to describe CV, this type of volunteering
is characterized as an activity: 1) through which the
company provides a kind of formal support to facilitate “employees and their families to spend time and
share their skills in some kind of community service”
(Ruizalba et al., 2014: 47); 2) which is promoted or
facilitated by the company (Fundación Compromiso, 2008: 8; Acción Empresarial, 2004: 7), that is
to say, it is the result of an initiative of the company
or of the employees’ requests; 3) which is freely performed by employees and without remuneration for
participating in it (Voluntare, 2013; Observatorio de
Voluntariado Corporativo, 2009); 4) which requires
the use of some type of resource provided by the
company (donations of money or hours of work,
infrastructure lending, recruitment of staﬀ for its
management, relational capital, etc.) that it is articulated with its business (Gallardo et al., 2010: 60) and
5) which has some kind of structure or management
run by either the company, the volunteers or the social organization where it is applied.

2.2 Corporate Social Responsibility
Analysis of academic and nonacademic literature
on CSR, produced in the last sixty years, reveals
the existence of a wide variety of contributions on
this subject and particularly on the deﬁnition of
the concept, as evidenced by Carroll (1999), Garriga and Mele (2004) and Dahlsrud (2006). In the
second decade of the 21st century that conceptual
diversity seems to have converged on a deﬁnition
that has broad consensus in the academic world,
among institutional actors interested in promoting CSR (UN, OECD, European Union) and diﬀerent foundations engaged speciﬁcally in this activity.
That consensus revolves around the deﬁnition and
main ideas established on Social Responsibility in

the ISO 26000 guide, which deﬁnes it as “the willingness of an organization to incorporate social and
environmental considerations in its decision making
and be accountable for the impacts of its decisions
and activities on society and the environment” (ISO,
2011: 110).
It is understood that there is now a fairly widespread
consensus about two ideas. First, it is assumed that
CSR is at the strategic level and even of business
philosophy, having passed the ﬁrst versions of the
concept that confused it with philanthropy or reduced it to a set of tactics associated with building
corporate reputation. In other words, CSR begins to
be considered as a form of conceiving the relationship between the company and all its stakeholders
(customers, employees, suppliers, investors, neighbours, society in general, etc.) and the environment.
This implies an overcoming of the ﬁrst theoretical conceptualizations of CSR that boiled it down
to the relationship of the company with its society
or community. Like any philosophy, CSR is based
on principles (ISO 26000 proposes some) values, a
concept of man (anthropology) and its relationship
with other men and nature, as well as an idea about
the relationship between economy and society.
Therefore, behind the discourse of CSR it is possible
to ﬁnd several convictions on each of these issues.
Secondly, it is agreed that the concept of CSR involves at least seven dimensions. Socially responsible companies are seeking to: 1) minimize negative
impacts (externalities) of their activities on society
and the environment; 2) consider the interests of
stakeholders and create economic value for all them
and not just for shareholders - this is what Porter
and Kramer (2011) call “shared value”; 3) act ethically in all stages of their operations; 4) incorporate
social and environmental considerations into their
activities, including their contribution to sustainable development; 5) build win-win relationships
with all their stakeholders beyond strictly transactional relationships (equivalents exchange); 6) be
accountable to their stakeholders (Licandro, 2015).
Also, they do not conceive all this as peripheral actions to business, but CSR is incorporated into all of
their operations (seventh aspect).
ISO 26000 includes guidance on “principles, core
subjects and issues related to social responsibility
and how organizations could implement them” (Argandoña, Isea, 2011: 8). The guide provides a classiﬁcation of the topics on which companies must
deﬁne their responsibilities and determine actions
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to fulﬁl them. This classiﬁcation organizes these issues in broad categories which are called Core Subjects: organizational governance, Human Rights,
labor practices, consumer issues, the environment,
fair operating practices and active participation
and community development. In turn, responsibilities for each subject are organized into sub-themes
called issues.

Development), international organizations (United
Nations, Organization for Economic Cooperation
and Development and the European Union, etc.) or
the Social Doctrine of the Church (Licandro, 2015).
Another example is the contribution of the International Labour Organization (ILO) which was incorporated in the chapter of labor practices in ISO
26000.

Despite this conceptual and methodological proposal, instruments of measurement and evaluation
of CSR organize their responsibilities according to
the targeted stakeholders and not to the core subjects proposed in ISO 26000 (Licandro, 2014). This
seems to be explained by the fact that the theoretical
conceptualization of CSR has always associated this
concept with that of stakeholder, as it can be seen in
the study of 37 deﬁnitions of CSR identiﬁed by Dahlsrud (2006), in the analysis made by Carroll (1999)
on the evolution of the concept of CSR and the classiﬁcation of CSR theories that Garriga and Mele
(2004) developed. Moreover, it is possible to operationally associate each core subject with a group of
stakeholders, so that the guidelines laid down in ISO
26000 can be rearranged by stakeholders.

Therefore, if practices of socially responsible behavior proposed in ISO 26000 (within each core subject and in each issue) are analyzed, it is possible to
ﬁnd that some are speciﬁc to the new discourse of
CSR, but an important part of them were already
incorporated into the speech management. This can
be seen in Table 6, which includes 81 indicators on
CSR practices or behaviors.

Finally, it is important to highlight, as can be gathered from the above, that the concept of CSR formulated in ISO 26000 is not something entirely new
or emerging as something disruptive in the theory
and application of management. On the contrary,
this concept is constructed by the synthesis of various existing conceptual frameworks for management and business relationship with society and
the environment. Notable among these are: the
stakeholder theory proposed by Freeman (Freeman,
Reed, 1983), the concept of corporate governance
that emerges as a solution to the agency problem
(Jensen, Mecklin, 1976), the theory of shared value of Porter and Kramer (2011), ethical theories,
particularly the ethical theories of responsibility
(Zamagni, 2012), the concept of business with the
base of the pyramid proposed by Prahalad and
Hart (2002), the Relationship Marketing (Gronroos, 1994), the Social Marketing (Kotler, Roberto,
1992), modern management of human resources,
and even, many ideas proposed decades ago by
Peter Drucker (Drucker, Marciarello, 2008). Also,
the concept of CSR integrates other concepts and
ideas proposed by diﬀerent actors. For example, the
concept of sustainable development comes from the
literature of multiple business organizations (for instance the World Business Council for Sustainable
70

2.3 Corporate Volunteering and CSR
Analysis of the literature on CV reveals that this
concept is being increasingly associated with CSR.
Gallardo et al. (2010: 62) state that “CV, which was
originated with a philanthropic approach to social
assistance, seems to be evolving towards a professional approach of added value, which is characteristic of CSR.” Similarly, Santos and Bittencour (2008)
argue that CV exceeded that assistance-based and
philanthropic approach and it has become a more
skilled and structured activity, whereby the wave of
solidarity among employees articulates with CSR
policies. Basil et al. (2011: 61) note that “Support for
employee volunteerism is emerging as an important
tool through which companies demonstrate their
CSR”. Cavalaro (2006: 65) states that through CV
companies can express a sense of Corporate Social Responsibility. Muthuri et al. (2009) argue that
employee volunteering has been until recently analyzed exclusively as a strategy of Human Resource
Management, but in recent years it has been also
becoming a tool used in corporate programs of relationship with the community. In the same train
of thought, Grant (2012: 610) states that since Corporate Volunteering is an important resource for
channelling solidarity, it is now time “to study Corporate Volunteering as an increasingly widespread
form of Corporate Social Responsibility”.
Despite this growing link between CV and CSR,
empirical research that relates both concepts is still
incipient and focuses primarily on speciﬁc aspects
of the relationship. Most of this research focuses
on the relationship between CV and Human Re-
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sources Management. Madison et al. (2012: 2) state
that “CSR is multi-faceted and includes numerous activities one of which is employer-sponsored
volunteerism” whose main impact is to achieve
greater employee commitment to the organization.
Gatignon-Turnau and Mignonac (2015: 7) argue
that CV is a CSR activity that oﬀers great potential for strategic Human Resources Management.
These authors also conclude that CV can operate as
a stimulus for the development of behavior patterns
of reciprocity by employees. Ruizalba et al. (2014:
55) show that in “those companies with the largest
presence of Corporate Volunteering, job satisfaction and employee commitment is greater.”
Research conducted in Australia shows that CV is
a tool that allows volunteers to connect with CSR
company values and that most volunteer programs
are managed by CSR area (Cavalaro, 2006). Gallardo et al. (2010) observed that success of CV programs is associated with corporate culture of CSR,
while some case studies in Uruguay show that CV
is a tool that can be used for the construction of
a culture of CSR (Barreiro, Licandro, 2012; Yapor,
Licandro, 2015). Muthuri et al. (2009) investigated
the contribution of CV to CSR, especially its impact
on the development of social capital (2006). Moreover, Plewa et al. (2015) studied how CV inﬂuences
consumer perception on CSR image of the company
and its behavior as a consumer.
Analysis of literature relating CV and CSR reveals
the predominance of a partial conceptualization
of CSR, solely focused on the relationship of the
company with two stakeholders: employees and the
community. This can be seen in each of the three
types of bibliographical production mentioned at
the beginning of this section: the one which addresses theoretical issues, the one which disseminates empirical research and the one which gathers
CV manuals and guides. In particular, it highlights
the fact that the theoretical approach on the relationship between CV and CSR reduces the scope of
application of this concept to the relationship with
the community and employees or, at best, it ignores
the fact that this concept is much broader because it
encompasses all the stakeholders and environmental performance.
Besides, if empirical research on the relationship
between CV and CSR is analyzed, it is observed that
it seems to focus on the consideration of: 1) how
both concepts interact in speciﬁc aspects and 2) the
impacts of such interaction. But there seems to be

no research examining whether there is any kind of
statistical relationship between the practice of CV
and the incorporation of CSR in company management. So there is no empirically validated knowledge to establish whether CV is a tool that is applied
in an integrated way with the approach of CSR or if
the relationship between the two concepts is operating exclusively in the ﬁeld of discourse. It could
be happening that companies that practice CV have
adopted a CSR discourse without having eﬀectively
incorporated this concept in business management.
Therefore, there is a need to investigate whether
the practice of CV is associated with the eﬀective
incorporation of CSR in company management or
whether it is an activity that is operating independently (for example, as a tool for managing human
resources or as a resource at the service of social actions).

3. The research problem
From the analysis described in the previous point,
it was decided to study the way in which the implementation of Corporate Volunteering and the effective incorporation of CSR approach in company
management are related. The relationship with all
stakeholders (as ISO 26000 suggests) should be taken into account and not only with the community
or with employees. CSR incorporation will be analyzed from three perspectives or dimensions. First,
it will be considered CSR incorporation in strategic
aspects of the business, such as the alignment of the
deﬁnitions of mission and vision with the CSR approach, the inclusion of CSR in strategic planning
or creating speciﬁc areas in the structure dedicated
to leading the incorporation of CSR. The second dimension corresponds to the use of a speciﬁc set of
CSR management tools, such as the publication of
a social report, to have a code of ethics or to have
a foundation. The third dimension refers to the existence and implementation of speciﬁc CSR policies
towards diﬀerent stakeholders, such as policies to
prevent discrimination, to promote professional
development of workers, to minimize pollution, to
ensure product safety, to respect rights of suppliers,
to render accounts to all shareholders with transparency, to contribute to the development of the
community in which it operates, etc.
According to what is established in the literature it
is expected that companies that apply CV are more
advanced in the matter of incorporation of CSR
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than those which do not apply it. In other words,
there should be a positive association between the
application of CV and the incorporation of CSR into
corporate management. In addition, this should
occur in each of the dimensions identiﬁed above.
Therefore, the following hypotheses were tested in
this research:
H1. The practice of CV is positively associated with
the incorporation of CSR in strategic aspects of CSR
management.
H2. The practice of CV is positively associated with
the use of speciﬁc instruments of CSR management.
H3. The practice of CV is positively associated with
the degree to which companies have CSR policies
aimed at each of their stakeholders and the environment.

4. Methodology
For the empirical testing of these hypotheses, results
of the CSR Indicators System (Sistema de Indicadores sobre RSE –IRSE-, in Spanish) were analyzed.
IRSE is a self-assessment tool of CSR based on the
application of a self-administered questionnaire,
which is completed annually by a group of Uruguayan companies working on incorporating CSR into
their management. It is applied by the Christian Association of Business Managers (Asociación Cristiana de Dirigentes de Empresas – ACDE in Spanish)
and coordinated by the author of this document.
This questionnaire4 includes information about
three groups of indicators. The ﬁrst one consists of
indicators on the proﬁle of the participating companies (capital origin, size, their target market, etc.).
The second group is composed of 11 indicators
on diﬀerent aspects related to the ﬁrst two dimensions of the incorporation of CSR in management:
its incorporation into strategic aspects and the use
of speciﬁc CSR management tools (see Table 1). The
latter include Corporate Volunteering. Evaluation is
performed by a bivariate nominal scale (“company
practices CV” or “company does not practice CV”).
The third group includes 109 indicators that evaluate the existence and implementation of CSR policies on practices or behaviors (e.g. “to avoid moral,
sexual, psychological, ideological and other harassment” or “to relieve systematically the needs of suppliers”) directed to seven stakeholders (shareholders, employees, suppliers, customers, competitors,
community, State) and in relation to the environ72

ment. To assess these indicators an ordinal scale of
six values is used. It measures the extent to which
CSR policies exist and are applied aimed at ensuring
each behavior.
A database with answers from 93 companies that
participated in at least one of the last three editions
of IRSE (2013, 2014 or 2015), was created for the
preparation of this research paper. In the case of
companies that participated in more than one of
these editions, the information used corresponded
to the last year in which they did it. These companies
constitute an intentional sample (non-probabilistic
sample) of the universe of companies in Uruguay
that are actively working on incorporating CSR into
their management. Although, there is not a register
of all companies that are part of this universe, a preliminary survey indicates that it is a small number,
no more than 300. So the sample size suggests that,
although it is a non- probabilistic sample, it seems
reasonable to assume that the results are close to
those of the universe.
After the preliminary data review, two decisions
were taken on the information corresponding to the
indicators of the third group. Firstly, it was decided
to remove 28 indicators because a high number
of non-responses were recorded in them. So, the
analysis was performed on 81 indicators (the list of
these indicators is presented in Table 6). Secondly,
it was decided to recode the scale with which indicators in this group are measured because, from a
conceptual point of view, there are no substantial
diﬀerences between the ﬁrst two values. Although
from the practical point of view it is useful for companies to diﬀerentiate both values, from the theoretical point of view this is not necessary. Thus, we
worked with a Likert scale of ﬁve values, where “1”
corresponds to a zero level or low levels of performance (the company does not have actions related
to CSR behavior considered in the indicator or does
it infrequently) and “5” corresponds to a high application (the company has policies included in its
strategy). “3” corresponds to an intermediate level
(the company has policies with limited dissemination and application).
Table 1 summarizes the variables included in the
hypotheses presented, indicators that operate them
and the scales used to measure each indicator. Statistical analysis of the information in the database
was performed using version 15.0 of the statistical
package SPSS for Windows.
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Table 1 Information on variables, indicators and scales used in the research
Variables that are included the
hypothesis

Indicators used to measure variables

Used scales

Application of CV

A question about the application of CV

Incorporation of CSR in strategic
aspects

Five questions about incorporating practices regarding
this dimension

Use of speciﬁc CSR management
tools

Five questions about incorporating practices regarding
this dimension

Existence and implementation of
CSR policies aimed at stakeholders

Indicators that measure the degree to which speciﬁc
CSR policies exist and are applied aimed at eight stakeholders (81 indicators)

Nominal - bivariate (Yes, No)

Likert scale - ﬁve
values

Source: Own elaboration

For the evaluation of hypotheses 1 and 2 the Chi
square test was applied, since in these hypotheses
the relationship between bivariate variables is analyzed. For the evaluation of hypothesis 3 the means
diﬀerence test between two groups of companies
(those that apply CV and those that do not apply
it) was used.

5. Results
Table 2 shows the results of the association analysis
between the application of CV and incorporating
CSR into strategic business aspects. This analysis
was done by Chi-Square test. It can be observed
that in four of the ﬁve indicators the percentage of
companies practising CV is higher among compa-

nies that responded positively to the indicator than
those which did not. However, this diﬀerence is only
statistically signiﬁcant (conﬁdence level greater
than 90%) in three of these indicators. Companies
that included references to CSR in their deﬁnitions
of mission and vision, those which incorporated
CSR into their strategic planning and those that
have an area or equipment to manage CSR practice
CV in much greater proportion than companies
that have not done it. On the other hand, it can be
observed that the percentage of companies involving managers in CSR issues is slightly higher among
companies that do not practice CV, although the
diﬀerence is not statistically signiﬁcant there either.
All this seems to validate, though partially, the hypothesis H1.

Table 2 Statistical association between the application of Corporate Volunteering and the CSR incorporation in strategic aspects of corporate management. Chi-Square test
N°

Indicator

Company practices CV

Company does
not practice CV

Chi-Square
test

Bilateral
asymptotic
signiﬁcance5

I.3

It has an area or CSR team

70%

36%

10.445

0.001

I.1

It includes references to CSR in its
identity statements (vision, mission
and values)

61%

22%

4.914

0.027

I.2

It includes CSR in its strategic
planning

60%

30%

3.33

0.068

I.4

It has a person dedicated exclusively to the management of CSR

69%

52%

2.206

0.137

I.5

It involves the management team
in CSR issues

56%

67%

0.245

0.621

Source: Own elaboration
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Table 3 shows the results of the association analysis
between the application of CV and the use of the
ﬁve speciﬁc CSR management instruments considered in this study. Also, the Chi-Square test was
applied here. It is possible to observe that the dif-

ference between companies that practice CV and
those that do not apply it, is statistically signiﬁcant
in only one of these instruments: the elaboration of
a report or social memory. Therefore, the statistical
results do not validate the hypothesis H2.

Table 3 Statistical association between the application of Corporate Volunteering and the use of speciﬁc tools in corporate management based on CSR approach. Chi-Square test
Company
practices CV

Company
does not
practice CV

Chi-Square
test

Bilateral
asymptotic
signiﬁcance6

It prepares a social report or social memory (annual or biannual)

72%

46%

6.007

0.014

II.4

It has its own foundation or integrates a
foundation with other companies

69%

52%

2.466

0.116

II.3

It has a permanent cooperative relationship with any social organization or public
institution

60%

36%

2.165

0.141

II.1

It has a code of ethics/conduct

55%

63%

0.401

0.527

II.5

It participates in any organization related
to CSR

58%

50%

0.223

0.637

N°

Indicator

II.2

Source: Own elaboration

To test the third hypothesis the 81 indicators on the
existence and implementation of CSR policies to
stakeholders and the environment were considered.
These 81 indicators are divided among the stakeholders: shareholders (6), employees (22), suppliers
(10), competitors (2) community (11), State (4), customers (16) and environment (10).
Based on these indicators an average index for each
stakeholder and a general index (IRSE) were constructed. The latter was calculated in two ways: 1)
giving the same relative weight to each stakeholder
(unweighted IRSE) and 2) giving a relative weight to
each stakeholder depending on the number of indicators that correspond to them (weighted IRSE).
In the last two rows of Table 4 it can be observed
that companies that practice CV have a better overall performance related to CSR than those that do

not practice it. This result is similar, whether if it
is considered the weighted IRSE (3.97 against 3.49)
or the unweighted IRSE (3.96 against 3.52). In both
cases the diﬀerence is statistically signiﬁcant to a
conﬁdence level of 95%.
Now, if the indexes corresponding to each one of
the stakeholders and to the environment are considered, it can be observed that only in three of them
the diﬀerence is statistically signiﬁcant: employees
(4.14 against 3.51), community (3.19 against 2.40)
and shareholders (4.16 against 3.69). In four of the
other indexes (suppliers, customers, State and environment) companies practicing CV qualify better
than those which do not practice it, but this diﬀerence is not statistically signiﬁcant. Furthermore, in
the case of CSR aimed at competitors percentages
are almost equal.

Table 4 Statistical association between the application of Corporate Volunteering and the incorporation of CSR in relationship with eight groups of stakeholders. Means diﬀerence test
Performance
Average rating

Stakeholder

Employees

74

Means diﬀerence test - t test
(Bilateral signiﬁcance)

Company
practices CV

Company does
not practice CV

Means Difference

It assumes equal
variances

It does not assume
equal variances

4.14

3.51

0.62

0.001

0.001
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Performance
Average rating

Stakeholder

Means diﬀerence test - t test
(Bilateral signiﬁcance)

Community

3.19

2.40

0.79

0.001

0.001

Shareholders

4.16

3.69

0.48

0.015

0.014

Suppliers

3.72

3.46

0.26

0.232

0.213

State

4.07

3.81

0.26

0.260

0.266

Customers

4.55

4.38

0.17

0.270

0.242

Environment

3.39

3.09

0.30

0.283

0.277

Competitors

4.16

4.14

0.02

0.926

0.925

Weighted IRSE

3.97

3.49

0.48

0.014

0.009

Unweighted IRSE

3.96

3.52

0.44

0.030

0.023

Source: Own elaboration

The individual analysis of the results obtained in
each of the 81 indicators reveals that a statistically
signiﬁcant diﬀerence was recorded in 31 of them,
the majority corresponding to employees, shareholders and the community. If these ﬁgures are considered as a percentage of the total of indicators of
each stakeholder, it can be observed that in these
three stakeholders more than half of their indicators
showed statistically signiﬁcative diﬀerences (shareholders 67%, community 64% and employees 59%),
while in the rest that percentage was less than 25%
(customers 25%, suppliers 20%, environment 10%,
competitors 0% and State 0%).
Table 5 shows the results obtained in the indicators
corresponding to CSR towards employees. Several
of these indicators refer to practices that seek to
obtain similar or synergistic beneﬁts to those the
application of CV pursues: to foster employee satisfaction and sense of belonging, commitment and

performance, to build a good work environment
and a CSR culture, to internalize corporate values
or to promote the development of competencies
(teamwork, interpersonal communications, etc.).
In all these indicators, there was a statistically signiﬁcant diﬀerence between the scores obtained by
companies that apply CV and those that do not:
EMPL4 (to train employees in corporate values),
EMPL13 (to assess the performance of employees),
EMPL14 (to recognize and/or to reward the good
performance of employees), EMPL15 (to promote
teamwork, participation, involvement and sense
of belonging of employees), EMPL16 (to assess
employee satisfaction), EMP18 (to facilitate the
adequate balance between work and family life of
employees) and EMPL19 (to promote adequate relationships and a good working environment within
the company).

Table 5 Statistical association between the application of CV and the incorporation of CSR in relationship with employees. Means diﬀerence test
Indicator

Company
practices CV

Company
does not practice CV

Bilateral
signiﬁcance
test

EMPL1

To prevent discrimination based on age, gender, race,
religion, disability, political ideology, etc.

4.25

4.03

0.368

EMPL2

To avoid moral, sexual, psychological, ideological or
any other kind of harassment.

4.25

3.98

0.270

EMPL3

To provide guarantees to employees who need to
report personal situations that they consider unfair.

4.38

3.75

0.009

EMPL4

To train employees in company values.

4.23

3.70

0.037

Code
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Code

Indicator

Company
practices CV

Company
does not practice CV

Bilateral
signiﬁcance
test

EMPL5

To inform employees about relevant issues that affects or may aﬀect them.

4.26

3.73

0.033

EMPL6

To inform employees properly about their rights and
obligations.

4.30

3.80

0.041

EMPL7

To ensure that suppliers of subcontracted personnel comply with labor laws and respect employees´
rights.

3.96

3.73

0.389

EMPL8

To prevent accidents at work and occupational diseases, beyond the legal requirements.

4.00

4.00

1.000

EMPL9

To train employees in occupational safety and health.

3.81

3.85

0.894

EMPL10

To oﬀer the greatest possible job stability to the
employees.

4.42

4.40

0.927

EMPL11

To promote and facilitate the training and professional development of the employees at all levels of
the company.

4.40

4.18

0.324

EMPL12

To provide opportunities to develop a functional
career within the company.

4.02

3.47

0.052

EMPL13

To assess the performance of employees.

4.17

3.33

0.004

EMPL14

To recognize and/or to reward the good performance
of employees.

4.23

2.95

0.000

EMPL15

To promote teamwork, participation, involvement
and sense of belonging of employees.

4.27

3.48

0.002

EMPL16

To assess employee satisfaction.

4.11

2.62

0.000

EMPL17

To promote healthy living among the employees.

3.62

2.68

0.003

EMPL18

To facilitate the adequate balance between work and
family life of employees.

3.43

2.30

0.000

EMPL19

To promote adequate relationships and a good
working environment within the company.

4.13

3.48

0.010

EMPL20

To provide facilities and beneﬁts additional to those
established by law for cases of pregnancy and maternity.

3.42

2.78

0.070

EMPL21

To pay remunerations above legal minimums.

4.14

4.35

0.412

EMPL22

To provide beneﬁts in health, education or access to
housing.

3.08

2.66

0.219

Source: Own elaboration

Table 6 shows the results obtained in the indicators corresponding to CSR towards the community. Here, again, it can be seen that in CSR indicators towards the community that have some
relation with CV, there is a statistically signiﬁcant
diﬀerence between the companies that apply CV
and those that do not. This is the case of indicators for CSR practices towards the community
76

that necessarily require the voluntary work of
managers or employees: COM6 (to encourage the
active participation of the managers and employees in civil society organizations) and COM11 (to
involve employees in company´s social actions).
But it also occurs in indicators corresponding to
CSR practices towards the community whose results are potentially better when they involve the
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participation of volunteers: COM3 (to know the
problems and/or social needs of the community
in which the company operates, as an input for its
social actions), COM5 (to maintain stable relations
of collaboration with civil society organizations or
the State, dedicated to meet these needs and/or to
solve these social problems) and COM7 (to evaluate the impacts of the social actions of the company on the target population).

Table 7 shows the results obtained in the indicators
corresponding to CSR towards the shareholders. It
is also observed here that there is a statistically signiﬁcant diﬀerence in all indicators that have objectives similar to those of CV: SHAR1 (to align the
deﬁnitions of vision, mission and values of the company with its CSR approach) and SHAR2 (to make
all staﬀ aware of these deﬁnitions and guide their
behavior according to them).

Table 6 Statistical association between the application of CV and the incorporation of CSR in relationship with the community. Means diﬀerence test
Code

Indicator

Company
practices CV

Company
does not
practice CV

Bilateral
signiﬁcance
test

COM1

To identify the social impacts (positive and negative) of
the decisions of the company.

3.36

2.68

0.038

COM2

To respect the way of life, health and common property
of residents living in the districts where the company
premises are located.

3.85

3.51

0.285

COM3

To know the problems and/or social needs of the community in which the company operates, as an input for
its social actions.

3.55

2.63

0.004

COM4

To design and implement actions aimed at helping to
solve community problems and/or social needs.

3.51

2.23

0.000

COM5

To maintain stable relations of collaboration with State
or civil society organizations, dedicated to meeting
these needs and/or to solve these social problems.

3.62

2.85

0.016

COM6

To encourage the active participation of the managers
and employees in civil society organizations.

3.23

1.85

0.000

COM7

To evaluate the impacts of the social actions of the
company on the target population.

3.19

1.98

0.000

COM8

To promote the recruitment of people with diﬃculties for labor inclusion: youth, people with disabilities,
socially vulnerable people, etc.

2.43

2.48

0.901

COM9

To promote the purchase of goods or the contracting of
services to enterprises of low-income people (inclusive
businesses).

2.06

1.85

0.464

COM10

To support research activities of universities and other
institutions, aimed at producing knowledge that contributes to the economic, social or cultural development of the country.

2.84

2.43

0.246

COM11

To involve employees in the social actions of the company.

3.79

1.85

0.000

Source: Own elaboration
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Table 7 Statistical association between the application of CV and the incorporation of CSR in relationship with the shareholders. Means diﬀerence test
Code

Indicator

Company
practices
CV

Company
does not
practice CV

Bilateral
signiﬁcance
test

SHAR1

To align deﬁnitions of vision, mission and values of the
company with its CSR approach.

4.02

3.33

0.011

SHAR2

To make all staﬀ aware of these deﬁnitions and guide their
behavior according to them.

3.77

2.95

0.002

SHAR3

To have mechanisms (norms, procedures, codes, etc.)
designed to promote ethical behavior in decision-making
processes and how to relate to internal and external social
actors.

4.06

3.55

0.063

SHAR4

To foresee and resolve any conﬂicts of interest that may
arise.

4.09

3.48

0.027

SHAR5

To avoid all abuse of power in search of personal advantages.

4.42

4.38

0.845

SHAR6

To develop a management system (planning, investment
decisions, cost management, quality improvement, risk
management, etc.) aimed at achieving the sustainability of
the company in the long term.

4.62

4.44

0.281

Source: Own elaboration

The consideration of all these results shows that
there is only a statistical association between the
practice of CV and the formulation and application
of policies aimed at managing the relationship with
employees, shareholders and the community. In
the indicators that measure CSR towards the other
stakeholders, there was no statistically signiﬁcant
diﬀerence between the companies that apply CV
and those that do not. Therefore, the hypothesis H3
is reformulated:
H3 reformulated: The practice of CV is positively
associated with the degree to which companies have
CSR policies towards their employees, shareholders
and the community, but not with the existence of
policies aimed at other stakeholders.
Table 7 shows the results obtained in the indicators
corresponding to CSR towards the shareholders. It
is also observed here that there is a statistically signiﬁcant diﬀerence in all indicators that have objectives similar to those of CV: SHAR1 (to align the
deﬁnitions of vision, mission and values of the company with its CSR approach) and SHAR2 (to make
all staﬀ aware of these deﬁnitions and guide their
behavior according to them).
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6. Conclusions
The adoption of CSR as a management philosophy
is accompanied by a discourse and operates on two
levels. On the one hand, on a general level, it does
so by incorporating the CSR concept into strategic
management issues (CSR is included in the deﬁnitions of vision, mission and values, in the strategic planning, or the company has a speciﬁc area
dedicated to support CSR management) and also
a company uses some speciﬁc tools (such as ethics
codes, corporate governance codes, social reports,
etc.). On the other hand, once adopted, that concept
is applied in the daily operations of the company,
where decisions that impact on all stakeholders are
made considering the guidelines derived from this
concept. In order to do this, speciﬁc policies are formulated and implemented.
This research shows that CV and CSR are related in
business practices; in other words, the application
of CV is linked to the adoption of the CSR discourse
and the extent to which this discourse is embodied
in the operation of companies. The research demonstrates the existence of statistical association between the application of CV and a set of indicators
related to the incorporation of CSR into corporate
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management. For example, companies that apply
CV are more advanced in: including references to
CSR in their deﬁnitions of mission, vision and values; incorporating CSR into strategic planning; having an area of CSR or developing a social or sustainability report. In the same way, these companies are
more advanced in the design and application of CSR
policies towards their employees, the community
and their shareholders.
In the case of CSR indicators towards employees,
the community and the shareholders that have
some link with CV, this research found signiﬁcant
diﬀerences between the companies that apply CV
and those that do not. For example, companies
that apply CV are more advanced in indicators
that pursue objectives similar to those pursued by
CSR: to foster employees’ satisfaction, sense of belonging, commitment and performance; to build a
good work environment and a CSR culture; to align
employees with deﬁnitions of mission and vision;
to help employees to internalize the values of the
company; to develop skills (teamwork, interpersonal communication), etc. The same applies to
CSR indicators towards the community that require
the involvement of employees or managers. It was
also registered in the indicators towards the community that their performance improves when volunteer work is involved (to know the needs of the
community, to assess the impacts of the company
operations, to work collaboratively with community
organizations, etc.).
As mentioned above, the accumulated empirical research on the relationship between CV and CSR is
still incipient and focuses on some speciﬁc aspects
of this relationship: CV and human resources management, CV and the construction of corporate
culture; CV and company image, etc. This research,
whose results are presented in this document, addresses another dimension of this relationship. It focuses on studying the link between the application
of CV and the incorporation of CSR management
tools. In particular, this research poses the question
whether the application of CV has any relationship
with the existence and application of concrete CSR
policies towards stakeholders and the environment.
In other words, the main contribution of this research is that it addresses the issue from a management perspective. Its main conclusion is that the
companies that apply CV are more advanced in
terms of CSR management than those that do not
apply it.

This conclusion raises further questions and, therefore, three research lines are suggested, by way of
example. The ﬁrst one refers to the study of the role
that companies grant to CV within the framework
of their strategies and policies of CSR. What importance do they assign to CV? What do companies
expect to obtain from the application of CV practices? How do they apply it? The second research
line refers to the study of how the relationship between the application of CV and the incorporation
of CSR to management operates in the practice of
companies. Are CV activities chosen according
to CSR objectives? Are CV decisions aligned with
CSR strategy? The third research line refers to the
study of the way CV is deﬁned and conceptualized
in companies. Is CV understood as a CSR practice
towards employees (because it is applied in order
to satisfy employees´ needs to perform solidarity
activities)? Or, is it used exclusively as a tool to support CSR actions towards the community?
Finally, it is important to highlight that this research
presents several methodological limitations that
prevent the generalization of the results. First, there
are two limitations of statistical order. On the one
hand, the chosen universe consists of a particular
sub-set, composed exclusively of companies that
publicly said that they were incorporating CSR. This
means that the vast majority of companies are out of
this study universe. On the other hand, the fact that
a purposive sample was used, limits the extrapolation of the results to the whole universe considered.
Secondly, there is a limitation related to the measurement of volunteering, that is to say, with the
object being measured. CV adopts, in practice,
multiple formats (individual or collective, based on
donations, intellectual work or physical labor, etc.),
it involves volunteers in diﬀerent ways and can be
done as a speciﬁc activity or as part of permanent
structured projects. Also, companies can adopt it
with diﬀerent degrees of intensity. Therefore, when
using an indicator that measures only the existence
of CV activities regardless of the format used, how
volunteers are involved, the intensity and regularity with which it is applied, all those diﬀerences are
omitted and it is assumed, in fact, that they do not
exist or that they are not relevant, resulting in an
oversimpliﬁcation of the study object. Since the research was conducted on the results of an instrument designed for other purposes, it was not possible to avoid this diﬃculty.
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ODNOS IZMEĐU KORPORATIVNOG VOLONTIRANJA I
DRUŠTVENE ODGOVORNOSTI: REZULTATI EMPIRIJSKE
STUDIJE
Sažetak
Fenomen korporativnog volontiranja (KV) pojavio se u drugoj polovici 20. stoljeća, a počeo je rasti i poprimati globalne razmjere početkom 21. stoljeća. Čini se da postoji konsenzus da je rast korporativnog volontiranja u posljednje vrijeme povezan s razvojem i rastućom legitimnošću koncepta društveno odgovornog
poslovanja (DOP). Međutim, teorijska rasprava o povezanosti ta dva koncepta (korporativno volontiranje
i društveno odgovorno poslovanje) tek je počela, a empirijsko istraživanje o tome kako taj odnos funkcionira u korporativnoj praksi je u začetcima. U ovom radu prikazani su preliminarni rezultati istraživanja
provedenog 2016. godine u Urugvaju. Radi se o statističkoj studiji kojom se analizira odnos između prakticiranja korporativnih volonterskih aktivnosti i primjene DOP-a u upravljanju tvrtkama. Razina primjene
ta dva koncepta mjerena je (pomoću Likertove ljestvice) upitnikom o samovrjednovanju koji je obuhvatio
81 pokazatelja, za čiju izradu je korištena norma ISO 26000 Smjernice o društvenoj odgovornosti. Anketa
je provedena u 96 poduzeća, usporednom analizom poduzeća koje prakticiraju korporativno volontiranje
i onih koji to ne čine. Dobiveni rezultati potvrđuju hipotezu da je primjena korporativnog volontiranja pozitivno povezana s primjenom DOP-a pri upravljanju odnosima između tvrtke i njezinih zaposlenika, kao
i zajednice. Štoviše, rezultati istraživanja pridonose boljem razumijevanju povezanosti ta dva koncepta.
Ključne riječi: korporativno volontiranje, volontiranje zaposlenika, društveno odgovorno poslovanje, ISO
26000
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PRODUCTION OF POULTRY MEAT
AND EGGS IN THE REPUBLIC OF
CROATIA AND IN THE EUROPEAN
UNION
Abstract
Poultry meat and eggs are a signiﬁcant source of nutrients in the human diet. Poultry products are widely
consumed because they are nutritionally valuable, there are no religious restrictions on consumption, it
is relatively easy to prepare diverse meals based on poultry, and the price of such products is relatively
low. The aim of this research was to investigate the development of poultry production in the Republic of
Croatia in the period 2010-2014, comprising the period of two years after Croatia joined the EU. The paper
also compares data of poultry production in Croatia and in the EU. Over the period in question, total meat
production in Croatia was reduced by 23%, meat import was increased by 45%, poultry meat export was
increased by 46%, and production of eggs decreased by 20%. At the same time, in the EU countries poultry
production was increased by 8.8% on average, export was increased by 10%, and import was reduced by
3.7%, while the egg production stagnated. In 2014, consumption of poultry meat in Croatia was 18.3 kg per
capita, and in the EU 26.8 kg per capita. Self-suﬃciency in the poultry production over the analyzed period
was not satisfactory, therefore in the coming years, Croatia will have to develop quickly this important
branch of livestock breeding. In addition to conventional production, faster development refers to production of organic and functional poultry products.
Keywords: Poultry meat production, egg production, consumption, Croatia, EU

1. Introduction
In Croatia, as well as in the European Union, poultry breeding is constantly gaining in importance.
Poultry meat is consumed throughout the world
because of its high nutritional value, suitability

for quick preparation and relatively low prices.
Referring to poultry meat consumption, chicken
is mostly consumed, followed by turkey. Chemical composition and nutritive value depend on
the carcass part. Parts with the highest quality
are breasts and drumsticks with thighs. In broil-
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ers, fat is found under the skin, so the nutritional
quality of meat is diﬀerent if analyzed with skin or
without it. A 100g of chicken with skin contains
243Kcal, while the same amount of turkey contains
145Kcal. Cholesterol content ranges from 43.4 to
95.3mg/100g of chicken meat (Janječić, 2005).
Chicken breasts without skin contain 24.15% protein, 0.62% fat, 74.01% water and 1.22% ash. In
100g of white meat, there are 359.22mg of potassium, 61.95mg of sodium, 1.09mg of zinc, 0.08mg
of manganese and 1.79mg of iron (Kralik et al.,
2001). Lipids in poultry meat, compared to lipids
in other farm animals’ meat, are richer in essential fat acids (linoleic, α-linolenic and arachidonic),
and they make up 22% of the total fat. However, in
cattle meat these fat acids make up 2-4% and in the
pork up to 9%. Because of the desirable nutritional
composition and reasonable price, eggs are used
almost daily in the human diet. Biological value
of egg protein is 100 and because of that it is fully
digested and absorbed by an organism (Mandić,
2007). In 100g of the edible part of fresh eggs there
is 76.15g of water, 12.56g of protein, 9.51g of fat,
149Kcal and 372mg of cholesterol (USDA 2014)1.
All of the stated facts inﬂuence yearly increase in
the consumption of poultry meat and eggs in Croatia.
The aim of this study was to investigate the development of poultry production in Croatia during the
period 2010-2014 (from the moment when Croatia
joined the EU) and to compare it with the poultry
production in the EU.

2. Material and methods
The data presented in this paper are obtained by
the Statistical Yearbook of the Republic of Croatia,
2013, 2015 as well as by BPEX (2015)2 and AVEC
(2015)3. The balance of consumption and processing of products in the Republic of Croatia was calculated so that in the total production of poultry
meat and eggs were counted quantities of import
and deducted quantities of export (Bobetić, 2014)4.
The paper presents linear trends of poultry slaughter and growth (ܻ௧ୀ ߙ  ߚݔ௧  ݁௧), exponential trend
in poultry number (ܻ௧ୀ ߙ  ߚଵ ݔ௧  ߚଶ ݔ௧ଶ  ݁௧) and
the trend of logarithmic trajectory in net weight
( ܻ௧ୀ ߙߚଶ௫௧ଶ ݔ௧ ݁௧ ). The degree of self-suﬃciency is presented as a ratio between domestic production and
86

domestic consumption. Related research results
of other authors are also included in this research.
Figures shown in this research refer to production,
import, export, balance and consumption of poultry and eggs.

3. Research results and discussion
3.1 Poultry production in the Republic of Croatia
Poultry production in Croatia and in the EU is
marked by industrial production. There are inline hybrids used in intensive production because
of their signiﬁcant genetic potential. Comparative
advantage of poultry breeding, in comparison to
other types of domestic animals, is seen in the
short production cycle and rapid capital turnover.
Contemporary nutritional guidelines recommend
lower intake of fat and therefore poultry meat is
promoted as healthy type of food. The price of
poultry meat depends on poultry type, on the production methods and processing. Domestic production of poultry meat (Table 1) does not meet
the domestic demand i.e. consumption, and the
estimated self-suﬃciency was calculated by the
method of production and consumption balance
(Bobetić, 2015). The structure of poultry population in 2014 was the following: broilers 53.9%,
chickens 40.7%, turkeys 3.5%, geese 0.5%, ducks
0.9% and other sorts of poultry 0.5%.
The number of poultry in the period 2010-2014
ranged from 9.47 million to 10.32 million, being on
average 9.75 million. In the same period, the slaughter of poultry was on average 43.62 million and the
net weight of slaughtered poultry was on average
79.98 thousand. At the same time, live weight gain
was on average 103.3 thousand (Figures 1 and 2).
These data show that the number of poultry was
slightly increased in the analyzed period, but the
number of slaughtered poultry, poultry growth, as
well as the weight of slaughtered poultry decreased.
Croatian membership in the EU, although still comprising a short period of time, did not have positive
eﬀect on the development and increase in poultry
production, which resulted in signiﬁcant import of
poultry meat.
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Figure 1 Total number of poultry and slaughter of poultry

Source: Statistical Yearbook of the Republic of Croatia (2013, 2015)5

Figure 2 Gain and net weight of slaughtered poultry

Source: Statistical Yearbook of the Republic of Croatia (2013, 2015)6

Number and productivity of poultry production
indicate a trend of decrease over the analyzed period. Statistics refers to production of chicken and
turkey meat in slaughterhouses (Table 1). Total
production of chicken and turkey meat decreased
from 2010 till 2014 (index of 2014/2010 was on average 0.77, for chicken meat 0.84, and for turkey
meat 0.69). The balance of consumption and pro-

cessing was also decreased (index 2014/2010 was
0.85). The import, but also the export of poultry
meat was signiﬁcantly increased (index 1.45 and
1.46, respectively). Consumption and processing
of meat per capita in 2014 was 18.3kg, of which 15
kg refers to chicken meat and 3.3kg to turkey meat.
Assessment of self-suﬃciency of the poultry meat
in 2014 was only 73%.
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Table 1 Total production of poultry meat, import, export and balance of consumption and processing
Production of chicken
and turkey meat in
slaughterhouses (t)

Total production
of poultry meat
(t)

Import of
poultry meat
(t)

Export of
poultry meat
(t)

Balance of
consumption and
processing

2010

61,780

78,936

15,163

3,754

90,345

2011

61,521

75,603

13,609

4,705

84,507

2012

61,337

73,460

16,359

5,121

84,698

2013

58,500

67,000

17,571

4,286

80,285

2014

59,214

61,065

22,029

5,482

77,612

0.95

0.77

1.45

1.46

0.85

Year

Index 14/10
Self-suﬃciency in 2014

73%

Consumption and processing of poultry meat per capita/kg in 2014

18.3

Source: Bobetić (2014)

Grgić et al. (2015) calculated the self-suﬃciency of
poultry meat for the period 2010-2012 to be over
90%. Based on the data for 2000-2012, the authors
projected somewhat lower self-suﬃciency for 2016
(81.17%). In the past four years, there is continuous
growth of import and export of chicken and turkey
meat. Since Croatia has lower consumption of poultry meat per capita than the EU-27, it is expected
that production of all types of meat, including poultry meat, will increase in future. Bobetić (2014)
predicted that poultry meat production in the EU
should increase by 20-30% until 2020.

During the analyzed period 2012-2014 (Table 2, the
period from which Croatia has been the EU member), the maximum capacity of hens decreased by
about 30%, which was probably caused by incompatibility of Croatian laws with the EU regulations
that refer to requirements for amending of laying
hens’ keeping conditions (increased keeping area/
head), lack of investments and others. Export of live
poultry for slaughter, as well as import of table eggs
was signiﬁcantly increased. Furthermore, import of
one-day-old chickens and export of the egg products were increased.

Table 2 Indicators of poultry production in the Republic of Croatia
Indicator

2012

2014

Index 14/12

49,342

51,007

1.04

Import of one-day-old chickens (000 pcs.)

1,485

3,192

2.15

Export of one-day-old chickens (000 pcs.)

4,922

6,200

1.25

506

3,537

6.99

Import of meat products (t)

5,869

8,880

1.51

Export of meat products (t)

4,922

6,200

1.25

Import of table eggs (t)

846

2,830

3.34

Export of table eggs (t)

649

510

0.78

Import of egg products (t)

285

270

0.95

Export of egg products (t)

84

106

1.26

2,566

1,698

0.66

Production of one-day-old poultry (000 pcs.)

Export of live poultry for slaughter (t)

Maximum capacity of laying hens (000 pcs.)
Source: Bobetić (2015)
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Production of hatching and table eggs is overviewed
in Table 3. In the period 2010-2014, production of
hatching eggs was decreased by 27.6%, import of
hatching eggs of heavy lines was increased by 63.8%,
and the export of hatching eggs was reduced by
76.2%. The balance in the stated period was on average 62.01 thousand pieces of eggs. When referring
to the period 2013-2014, i.e. the time when Croatia

joined the EU, it is visible that production and export of hatching eggs was lowered, however, the imports of hatching eggs increased. The production of
table eggs over the period 2010-2014 decreased by
133.786 thousand pieces or by 19%. Upon entering
the EU, this situation in Croatia slightly improved
(Bobetić, 2015), inﬂuencing signiﬁcant import of
products (Table 2) in 2014.

Table 3 Production, import and export of hatching and table eggs in 2010-2014

Year

Production of
hatching eggs
(000 pcs.)

Import of hatching eggs HL*
(pcs.)

Export of hatching eggs (pcs.)

Balance of hatching eggs (pcs.)

Production of
table eggs (000
pcs.)

2010

56,640

13.500,000

7.506,000

62.634,000

704,119

2011

45,600

17.572,000

3.724,569

59.447,431

691,791

2012

45,780

23.000,000

781,200

64.000,000

584,982

2013

43,000

22.371,186

980,280

63.000,000

590,000

2014

41,000

22.109,901

1.785,563

61.000,000

570,333

0.72

1.63

0.23

0.97

0.80

Index 14/10
H* heavy lines
Source: Bobetić (2015)

3.2 Poultry production in the EU
Countries in the European Union have set certain
standards in poultry breeding. However, there are
technologies and consumer preferences that aﬀect
the consumption of poultry meat in each country.
National market structure points out mainly conventional breeding of poultry (more than 90% of the market), with the exception of France, where about 25% of
the market refers to poultry produced outdoors. According to EU Regulation No. 1169/2011, since 1 January 2015, it is necessary to inform consumers about
the origin of food (Labelling of food). It is anticipated
that in the next decade, consumption of poultry meat
will increase rapidly, because of its image of healthy
food and its reasonable price. It is estimated that
there will be 2% of annual increase in consumption
of poultry meat (1.6% increase in consumption of all
types of meat). It is expected that by 2024 consumers
will prefer poultry meat more than pork or beef. The
projection indicates that in the next 10 years poultry
meat will take up 32% of the EU meat market (AVEC,
2015). According to the same source, production of
poultry meat in Croatia in 2010 was 30 thousand
tons (carcass weight), and in 2014 it increased to 35
thousand tons. In 2014, the largest producer of poul-

try meat in the EU was Poland (2560 thousand tons),
followed by France (1835 thousand tons), Germany
(1785 thousand tons) and other countries. In the period 2010-2014, all EU countries except Portugal increased production of poultry meat.
When analyzing indicators in the Table 4, the EU
countries increased poultry meat production
(8.8%), as well as export (10%), but they decreased
import (3.7%) and increased the consumption (for
1.5 kg/capita). At the same time, self-suﬃciency of
poultry meat was stagnant or increased (for 0.9%).
Germany is the largest importing country of poultry
meat in the EU, with 566t of carcasses. It is followed
by the Netherlands with 413t of carcasses, and the
lowest import was reported by Malta, 5 tons of carcasses. AVEC (2015) was not calculated for Croatia.
The largest country that exports poultry meat in the
EU is the Netherlands, with 1129t of carcasses, followed by Poland with 709t of carcasses. In the total
production of poultry meat at the EU level in 2014,
30% refers to broiler meat. Over the period 20102014, production of turkey meat was increased by
1.75%, and the production of broiler meat was increased by 10.9%. Consumption of turkey meat increased from 3.6 to 3.9kg per capita.
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Table 4 Balance of production, import and export and consumption of poultry meat in the EU (000 t of
carcass)
Indicator

2010

2011

2012

2013

2014*

12,953

13,215

13,484

13,731

14,001

Export

1,149

1,204

1,234

1,223

1,265

Import

782

796

795

750

753

Production

12,578

12,797

13,034

13,245

13,566

Consumption per capita, kg

25.3

25.7

26.1

26.3

26.8

Self-suﬃciency, %

103.0

103.3

103.4

103.7

103.9

Consumption

* estimate
Source: EU Commission, BPEX, AHDB, Poultry Pocketbook (2015)

The Figure 3 presents consumption of poultry meat
per capita in 2014 in the EU. The highest self-suﬃciency of poultry meat in 2014 was recorded by the Netherlands (230), then in Poland and Hungary (145), and
the lowest in Austria (70). In 2014, the most poultry

meat was consumed in Portugal (39 kg/capita), then in
Spain (31 kg/capita), and in Greece and Ireland (30.5
and 30.4 kg/capita, respectively). The lowest amount
of poultry meat was consumed in Sweden and in Finland (11.3 and 18.1 kg/capita, respectively).

Figure 3 Consumption of poultry meat in the EU countries (kg/capita) in 2014

Source: EU Commission, AVEC (2015)

Magdelaine et al. (2008) pointed out the diﬀerences in consumption of broiler meat between some
countries. In the Great Britain, processed products
are mostly sold (58%), followed by cut parts (31%)
and whole carcasses (11%). In Germany, broiler
meat is mostly sold in processed form (36%), then in
parts (50%) and as carcasses only 5%. In Spain, processed products of poultry are the least sold (only
5%), and the best sold are whole carcasses (60%).
In some countries, fresh poultry meat is most pre90

ferred, while in some other countries, poultry meat
is best sold in frozen form.
In the EU in 2013, the largest producer of table eggs
was France (836 thousand tons), followed by Germany (832 thousand tons) and Italy (765 thousand
tons). As for the production of table eggs, Croatia
takes up the 22nd place (35 thousand tons).
When considering the indicators in the Table 5,
production of eggs in the EU stagnated during the
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2010-2013 period (around 7.3 thousand tons), the
import decreased by 36%, the export was increased
by 26%, and the self-suﬃciency was maintained
at 103. Consumption of eggs in the same period,
as shown in thousand tons, indicated an increase.

Considering the number of inhabitants, consumption of eggs in the EU was 200 pcs. per capita. Figure
4 shows the consumption of eggs per capita in the
EU countries.

Table 5 Balance of egg production, import, export and self-suﬃciency in the EU
Indicator

2010

2011

2012

2013

2014*

Production of eggs, 000 t

7297

7303

7265

7333

7434

Import, 000 t

33

20

37

21

13

Export, 000 t

182

217

186

215

229

Hatching eggs, 000 t

880

874

987

812

870

Consumption, 000 t

6268

6231

6129

6327

6348

Self-suﬃciency (%)

102

103

102

103

103

* Estimated
Source: EU Commission, BPEX (2015): Poultry Pocketbook

There are researches performed (Kralik et al.,
2015) to determine reasons that influence the
purchase or its absence of functional products
in different countries. The majority of consum-

ers stated that the purchase of functional food is
motivated by their health concerns, good taste,
acceptable price and extended expiry date (Tables
6 and 7).

Table 6 Consumers’ reasons that inﬂuence the purchase of functional food in some European countries
Country

Reasons

Croatia

Better quality of functional products, such food has positive
eﬀect on health, preference towards purchase of organic food, its
good taste.

Denmark
Finland
Italy

Reference

Convenient dietary intake of nutritive ingredients that have a
positive eﬀect on health, perception of the organic food.

Markovina et al. (2011)

Poulsen (1999)

Positive eﬀect on health, enthusiasm about new technologies in
the food production.

Urala and Lähteenmäki (2007)
Simojoki et al. (2005)

Positive eﬀect on health, enjoy eating that type of food.

Annunziata and Vecchio (2011)
Annunziata and Pascale (2019)

Greece

Positive eﬀect on health, good taste, practical packaging, prices
equal to those of other similar products, recognition of brands

Krystallis et al. (2008)

Montenegro

Positive eﬀect on health, wish to provide quality food for children.

Stojanović et al. (2013)

Source: Kralik et al. (2015)

The researches of Childs and Poryzees (1997) conﬁrmed that older people showed less interest in
purchase of functional products if compared to
younger consumers. Stojanović et al. (2013) stated
that the level of education, household standard,
availability and awareness of health beneﬁts for different functional products aﬀected the consumers

in their choice and purchase of functional products.
The lack of purchase of functional food products
(Table 7, Kralik et al., 2015) is often explained by
two reasons: price is too high if compared to conventional products, and there is suspicion about
positive eﬀects on human health.
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Table 7 Reasons that aﬀect consumers not to buy functional food in some European countries
Country

Reasons

Reference

Croatia

These products are a big fraud, they do not have positive eﬀects on health,
it is only a fashion to eat this type of food that does not have particular
eﬀects, the prices are too high, and consumers are not well informed.

Markovina et al. (2011)
Kralik et al. (2014)

Denmark

Unacceptable price, poor marketing of products, poor awareness about
the advantages of this type of food.

Poulsen (1999)

Finland

Supplements that have positive eﬀect on health are not part of some
savoury food, consumption of functional food is not necessary, these
products are a big fraud, increase in number of these products is a bad
trend for the future.

Simojoki et al. (2005)

Italy

Consumers are not always willing to give up their favourite food in order
to improve their health, healthy people do not require special food, the
concern that this type of food contains some unnatural substances, consumers do not believe in positive eﬀects of that food, price is too high,
number of those products in stores is limited, lack of information about
the advantages of that type of food.

Annunziata and Vecchio (2011)
Annunziata and Pascale
(2019)

Greece

Lack of information about the advantages of functional food, price is too
high, doubts about the declaration.

Krystallis et al. (2008)

Montenegro

Weak promotion and insuﬃcient information about advantages of functional products, high price, availability.

Stojanović et al. (2013)

Source: Kralik et al. (2005)

Figure 4 Consumption of eggs (pcs./capita) in the EU countries in 2011

Source: Global Poultry Trends (2014)7

According to the projection of IEC (International
Egg Commission), in France, there were 122 eggs
consumed per capita in 2011, of which 35 pieces
were consumed in shell, and 87 pieces (39%) were
consumed in egg products. In Italy, there were 206210 eggs consumed per capita, of which 35% was
consumed as products. In the Netherlands, consumption of eggs was 185-188 pieces per capita, of
which 23% was consumed in products. In Spain, the
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consumption of eggs was 155 pieces per capita, of
which 45% was consumed in products. In the Republic of Croatia, yearly consumption of eggs is 160
pcs. per capita.

3.3 New demands on the market of meat and eggs
Convenient preparation and acceptable taste makes
chicken meat a very desirable food for consumers.
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Consumers prefer tasty, healthy and convenient
products. If a product does not have a satisfactory
taste, consumers will not accept it although it may
have reasonable price and high nutritional value. In
the last decade, researchers raised awareness on the
importance of animal wellbeing, so the producers of
poultry meat are faced with new requirements that
concern animal keeping. Furthermore, consumers are aware of the negative eﬀects of various food
additives and decide to buy organically produced
poultry products. Dark poultry meat is becoming
increasingly demanded. Demand for this type of
meat will increase in proportion to the increase of
the world’s population. Lower price of dark meat
and its satisfactory nutritional value, as well as acceptable content of fat, high concentration of iron
and zinc, inﬂuence the generally positive perception of dark meat among consumers. Organic food
market is increasingly developing in the most EU
countries, and also in Croatia. Consumers buy such
products, especially those that have the “eco” label,
because they consider them tastier and healthier
than conventional products. Food can be labelled as
organic if 95% of its content is produced organically
(Brčić-Stipčević, 2013).
Leading organic food producers sell their products
on diverse markets, such as Austria (5%), Germany,
Denmark and Luxembourg (3.7 to 2.8%). Studies
show diﬀerent results when it comes to consumers of organic food. Zakowska-Biemans (2011) and
Dimitri and Dettmann (2012) stated that socio-demographic factors were less important compared to
the education. If we take Greece, Croatia and France
into consideration highly educated consumers
prefer organic food (Tsakiridou et al., 2008; BrčićStipčević et al., 2011; Ngobo, 2011). According to
these authors, ﬁnancial situation (income) was important in deciding to purchase organic food. In
Croatia and Greece, consumers stated that organic
products were too expensive (Radman, 2005; Tsakiridou et al., 2008). In March 2014, the European
Commission8 adopted the Regulation on Organic
Production and Labelling of Organic Products.
Markovina et al. (2011) performed a study among
young consumers, aged 14-30 years (n = 1035) to
determine to what extent they were familiar with
the term “functional food”. About 40% of examinees
were familiar with the concept of “functional food”,
and 27% of them often bought such products. The
most important attributes of functional products
are taste and price, and their correlation. There
are three factors that explain the attitude of young
consumers towards such food: awareness on health,

lack of conﬁdence in the functional properties of
food and quality of functional products. More than
a half of examinees (51.8%) were willing to buy
functional products in the future. Consumers with
higher incomes were ready to consume signiﬁcantly
more functional products in the future. Based on
the survey on 557 examinees, Kralik et al. (2014)
determined that in Croatia there were only 30.7% of
consumers aware of the concept of functional food.
Signiﬁcant percentage of examinees paid greater
attention to the origin of eggs (33.39%). Stojanović
et al. (2013), as well as Čalić et al. (2011) reported
that producers of functional food were obliged to
permanently inform consumers on advantages of
functional ingredients over conventional products.
Functional products are a new category of food that
needs to develop its marketing by emphasizing its
health beneﬁts. Diplock et al. (1999) stated that
food could be marked as functional after corroborating its beneﬁciary eﬀects on one or more target
functions in an organism. Urala and Lähteenmäki
(2007) pointed out the need for permanent monitoring of consumers’ demands for functional food.
The authors determined that functional food as part
of daily meals had good prospects on the European
market.

4. Conclusion
The analysis of data on development and state of
poultry production in Croatia from 2010-2014 conﬁrmed the decrease in production of poultry meat
by 5% and in the production of eggs by 20%. However, import of poultry meat was increased by 40%
and of table eggs by 234%. At the same time, the
EU countries had increased production of poultry
meat by 10% and of eggs by 1.9%. Self-suﬃciency
of poultry products during the analyzed period was
not satisfactory, so in the future Croatia will have to
focus on increasing its own production or import.
Production of organic food, of food with “eco” label,
as well as of the functional food, can have particular
importance for domestic and European market. In
order to increase production of poultry meat and
eggs in Croatia, it is necessary to take into account
several factors, such as: development of sustainable
poultry production, creation of new high-quality
and market-friendly competitive products, restructuring of production in both sectors (small family
farms and large farms), development of new brands,
better linking of poultry production to scientiﬁc
and expert opinions and structured use of EU funds
through investments in future developments.
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PROIZVODNJA MESA PERADI I JAJA U REPUBLICI
HRVATSKOJ I ZEMLJAMA EUROPSKE UNIJE
Sažetak
Meso peradi i jaja značajni su izvori hranjivih tvari u ljudskoj prehrani. Peradarski proizvodi konzumiraju
se radi visoke hranidbene vrijednosti, nedostatka vjerskih ograničenja, brze pripreme jela, kao i relativno
niskih cijena. Cilj je rada bio istražiti razvoj peradarske proizvodnje u Republici Hrvatskoj u razdoblju 2010.
- 2014., dvije godine nakon ulaska Republike Hrvatske u EU i usporediti podatke sa stanjem peradarske proizvodnje u zemljama EU-a. Ukupna proizvodnja mesa u tom razdoblju u RH smanjena je za 23%, uvoz mesa
povećan je za 45%, izvoz mesa peradi povećan je za 46%, proizvodnja jaja smanjena je za 20%. U zemljama
EU-a istovremeno je rasla proizvodnja peradi u prosjeku za 8,8%, rastao je izvoz za 10%, smanjio se uvoz
za 3,7%, a proizvodnja jaja je stagnirala. Konzumacija mesa peradi u RH bila je 18,3 kg po stanovniku, a u
zemljama EU-a 26,8 kg po stanovniku u 2014. godini. Samodostatnost proizvoda od peradi u analiziranom
razdoblju nije bila dovoljna te će RH u budućem razdoblju morati brže razvijati ovu značajnu granu stočarstva. Brži razvoj uključuje, osim konvencionalnih, proizvodnju organskih i funkcionalnih peradarskih
proizvoda.
Ključne riječi: proizvodnja mesa peradi, proizvodnja jaja, konzumacija, Hrvatska, EU
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IMPROVING LEARNING
THROUGH CASE STUDY
COMPETITIONS: CHALLENGES
FOR TEACHERS AND STUDENTS
Abstract
The main aim of this research paper is to identify the diﬀerent perspectives of students and teachers from
two SEE countries on the case learning method in local case study competitions. This research investigates
the beneﬁts and challenges of participating in case study competitions for students and mentors. Previous
research is extended to include the teachers’ perspectives. Qualitative research has been conducted in Serbia and Croatia to obtain a better insight into the perspectives of all parties involved. Students are found
to have diﬃculties with time management and identifying ﬁnancial and sales implications of marketing
strategies. Mentors, on the other hand, emphasize that students have diﬃculties with negotiation skills and
identifying ﬁnancial and sales implications of the marketing strategy recommended.
Recommendations on how to improve learning through case study competitions are made. They should
serve as guidelines for both teachers and students to help them to improve the learning process using marketing case studies.
Keywords: Case-based learning, local case study competition, marketing case study, Croatia, Serbia

1. Introduction
According to a South Eastern European (hereinafter, SEE) research study, the main mission of a
higher education institution (hereinafter, HEI) is to
help students develop their capability to think, create new ideas, and develop analytical and problemsolving skills (Jelenc, 2011). Teacher educators have

discovered that the case study method provides a
valuable link to the “real world” (Sudzina, Kilbane,
1994), making it necessary to improve the teaching
style by relating theory to practice and to provide
support to students in the case-based learning process. Harvard Business School case study strategy
aims to condition students to become future man-

God. XXX, BR. 1/2017. str. 99-113

99

Jasmina Dlačić, Vesna Damnjanović, Iva Ribarić: Improving learning through case study competitions: Challenges for teachers and
students

agers through the acquisition of functional, conceptual, interpersonal, and leadership skills (Burke et
al., 2013). To develop top talent students, every HEI
needs to ﬁnd answers to the crucial questions of
how excellent teachers are developed (Pinsky, Irby,
1998) and what type of interactive teaching method
teachers should follow to improve instruction and
student learning.
Erskine et al. (1998) deﬁne case studies as “a description of a real event, which includes a decision, challenge, opportunity, problem or attitude
with which a person or people in an organization
are faced”. The results in Yadav et al. (2007) study
provide evidence that, overall, faculty perceive case
studies as having a positive impact on enhancing
student learning, developing critical thinking, and
boosting participation. Moreover, faculty report
that one of the main issues in case study teaching
is the shortage of preparation time for case studies, the need to develop adequate assessment tools
for case-based learning, and deﬁciency of relevant
case studies. Similar research (Damnjanović, 2011)
found that beneﬁts included the connection of theory to practice, encouraging creativity of students
and teachers, and the development of presentation
and communication skills. The major challenges
were identiﬁed as: work in large groups is more difﬁcult; students and teachers do not have enough
knowledge to discuss the problem; students do not
have enough arguments to explain a solution; and
evaluation and grading of students as individuals is
diﬃcult. We took into consideration these ﬁndings
when we conducted qualitative research.
There are two main areas for using the case study
method in higher education: in the classroom and
through case competitions. The classroom needs
to include active and interactive learning as the
basis for developing an understanding of core disciplinary concepts, and these underpin academic
success with strong implications for student retention (Crosling et al., 2009). Active learning is often
associated with experiential, problem-based and
project-based learning, and other forms of collaborative learning, and relies less on ex-cathedra
lectures and large classes. Furthermore, active
learning promotes collaboration among students
in solving realistic problems or situations for the
purpose of learning and helps them develop a
deeper understanding of the relationship between
theory and practice.
100

Considering Jelenc’s (2011) comparison study of using case methodology in the classroom in the West
(USA) and East (Croatia), it is crucial to point out
that the role of the student in the West is to become
a partner with the professor, while in the East the
student has a subordinate role. Another important
diﬀerence is that students in Western countries are
more stimulated to prepare themselves for class and
are motivated to actively participate. Furthermore,
in the East, students are usually not familiar with
the materials used in the classroom and are less
interested in learning. The main constraining factors aﬀecting students in Serbia, as an eastern representative, with regard to the case method used in
the classroom are as follows: (Damnjanović, 2011)
focusing only on the body of knowledge covered by
the exam, lack of time to learn more, and demotivation for active learning.
Students develop diﬀerent skills essential for their
future career (Burke et al., 2013) when they are
involved in the case study learning process. These
skills are related to active learning method, upon
which case study is built. So, analytical, decisionmaking, time-management, oral and written communication, creative, interpersonal and social
skills are developed during case study training
period (Apaydin, 2006). Skills developed through
the case study process are necessary for business
success. Furthermore, authors point out that negotiation skills (Black, 2009, cited in Chebet et
al., 2015), time-management skills (Sevari, Kandy,
2015) and interpersonal skills (Lovett, Jones, 2008)
are the ones that help managers prosper in business. Therefore, developing these skills through
case study adds value to students’ future business
careers.
Application of active case-based learning in case
competitions is perceived as an opportunity for
undergraduate students to apply concepts to “realworld” business problems (Bale et al., 2013). Furthermore, this paper presents an example of how
case-based learning was used to identify beneﬁts
and challenges facing students and teachers participating in local case competitions. According to
Damnjanović and Dlačić (2015), it is evident that
skills that students developed the most through
case study competitions are teamwork skills, problem-solving, analytical and argumentation skills, as
well as market research skills. This approach could
help business schools in strengthening their position and increasing their recognition among target
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audiences on the local, regional, and global level.
For universities, this implies closer cooperation of
teaching staﬀ with companies as sources of case
studies for competitions, as well as greater opportunities for students in terms of their future careers.
As in the literature there is not enough information
for teachers on selecting and preparing students for
case study competitions, the main objective of the
paper is to provide them with guidelines.
The paper is structured as follows: after the introduction, a theoretical framework is provided focusing on case-based learning with case competitions. This is followed by the methodology section
providing background information on qualitative
research, and the ﬁndings and discussion sections
which focus on two perspectives, the students’ and
the teachers’. At the end of the paper, practical implications for teachers aiming to apply case study as
a learning method are discussed and conclusions
are drawn.

2. Theoretical framework
Case study competitions involve student teams engaging with real-life scenarios and presenting their
proposed solutions to a panel of judges who are
considered experts in the area represented in the
case study (Burke et al., 2013). Case study competitions enable students to deal with the challenge
of delivering results under pressure, given a realworld business problem. “Case competitions are
considered important in developing a real-life format to solve organizational or managerial problems
in an intense competitive environment” (Sachau,
Nass, 2010). The case study competition encourages students’ innovative recommendations that
are feasible and sustainable, and the application of
wide-ranging skill sets. Case study competitions
are intense, problem-based educational experiences
that encourage students to adopt macro-level perspectives instead of focusing on individual components. Reﬂections of past participants suggest that
a case study competition is a more memorable university experience than are obligatory prerequisites
for career qualiﬁcations (Ali et al., 2011). According to Corner et al. (2006), a case study competition
reﬂects the four elements of a grounded learning
exercise. These elements include creating a realworld experience, optimizing learning transfer, integrating theory and practice, and shifting learning
responsibility to the students. Grounded learning

actively engages the student in “learning by doing”
and can be seen as unfolding from a postmodern
pedagogy.
Moreover, some authors point out that several
business skills are essential for a successful business career. The skills that are critical for success
include negotiation skills (Chebet et al., 2015), social/interpersonal skills (Lovett, Jones, 2008), timemanagement skills (Sevari, Kandy, 2015) as well as
leadership skills (Johnson, Nandy, 2015). D’Amato
and Herzfeldt (2008) point out that learning and
managerial skills across generations need to be better understood in order to develop eﬀective strategies for the selection, development and retention
of talent in all generations. They also point out that
younger generation prefer to stay longer in one organization to changing their job frequently to develop their skills. This implies that business skills can
be trained and developed. One of the possibilities
for developing these skills is through the case study
(Jelenc, 2011) which reaﬃrms the need to incorporate them in HEI curricula.
This paper investigates Local Marketing Case
Competition, a semester case competition in
which teams of undergraduate students respond
to the request of company representatives. The
Local Marketing Case Competition takes place in
Rijeka and Belgrade twice annually. The competition requires each team to analyse and present a
case study solution in Power Point in front of a
panel consisting of people from the industry (top
management level and consultants). In the process
of case study analysis and presentation, student
teams are given a case or cases they have not seen
before and are sequestered for a limited number
of hours. The panel evaluates the content, presentation skills, and the question-and-answer session
performance (Damnjanović et al., 2016). In each
case study competition, the top three winning
teams are selected.
Case-based learning in case study competitions
was the starting point for our analysis. In previous
research, students participating in case study competitions were asked to evaluate the beneﬁts and
challenges of case study analysis. The elements that
were explored are based on methodology developed
by Novčić et al. (2010) and Damnjanović (2012). 64
students from both countries - Croatia and Serbia,
exhibited similarities in their perceptions. The perceived beneﬁts and challenges are presented in Table 1 and Table 2, respectively.
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Table 1 Beneﬁts of case study competitions – students’ perception of learning improvements
Average grade

Std. deviation

Problem solving and analytical skills are developed

4.67

0.543

Argumentation skills are developed

4.64

0.552

Teamwork skills are developed

4.60

0.560

Presentation skills are developed

4.59

0.622

Time management skills are developed

4.36

0.831

Negotiation skills are developed

4.24

0.779

4.53

0.731

MANAGERIAL SKILLS

ACTIVE LEARNING
Learning is more fun and more applicable than focusing solely on theory
Theoretical and practical perspectives are combined

4.50

0.800

Students can apply new skills and knowledge

4.48

0.778

Students learn from each other

4.45

0.753

3.74

1.178

EMPLOYABILITY SKILLS
More attractive on the job market
Source: Damnjanović and Dlačić (2015)

Table 2 Challenges of case study competitions – students’ perception of learning improvements
Average grade

Std. deviation

Identifying ﬁnancial eﬀects of the proposed marketing strategy

4.13

0.963

Case study doesn‘t have just one result

3.05

1.659

LEARNING OUTCOME

ASSESSMENT CRITERIA
It is hard to evaluate individual contribution in teamwork

2.66

1.505

Some interpersonal issues occurred in teamwork

2.62

1.485

CASE STUDY
Case study was not adequately written – lacking data, tables and pictures

2.64

1.195

Case study topic was uninteresting

2.21

1.253

Case study was not adequately presented

2.12

1.077

Case study materials were too long

1.98

1.116

Case study was not adapted to students‘ level of knowledge

1.91

1.144

Lecturers are not adequately prepared for coaching students

1.90

1.294

LACK OF TIME FOR PREPARATION

Source: Damnjanović and Dlačić (2015)

There are many important roles for teachers participating in local case study competitions. They
need to select students, create student teams, and
coach and motivate them in the preparation process
(Damnjanović, 2011). “Coaching techniques encouraged the teachers to cooperate, to compete, to
develop individual areas of expertise, and to access
computers, reference, and faculty resources in solv102

ing case dilemmas”, according to Sudzina (1994).
The main diﬀerences between teaching with case
studies in a classroom and in a competition is that
the teacher as a mentor to students participating in
case study competitions has to select a number of
excellent students, collaborate more closely with
them, and stimulate them to improve their individual and team performance. Teachers need to devote
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tions was created, related to themes found to have
a small eﬀect on student learning, and adjusted to
each subsample, i.e. students and teachers. The aim
was to further analyse students’ and teachers’ perspectives and insights as to how to make the themes
perceived to have a small eﬀect on student learning
more meaningful for case study analysis.

their time and ﬁnd resources to prepare students to
perform well in case study competitions.
Hence, the proposed research questions (RQs) can
be framed as follows:
RQ1: How do students participating in the local
case competition perceive the beneﬁts and challenges of case study competitions?

Even though they were perceived as having a small
eﬀect on student learning, it was decided that two
themes, one pertaining to beneﬁts and one pertaining to challenges, will not be included in the interview. The excluded challenge is related to Case
study can have more than one result. This decision
was based on the rationale that having more than
one result represents the essence of the case study
method and cannot be altered, but should be accepted as a common outcome of the entire process.
The second excluded theme pertaining to beneﬁts is
More attractive on the job market. The rationale for
excluding this theme from further analysis through
interviews is that it represents, according to Burke
et al. (2013), one of the key beneﬁts of case study
competitions. Hence, even though students indicated that the mentioned theme had a low impact
it was not included in further analysis as in the early
stage of their career students still cannot objectively
judge how case study competitions will inﬂuence
their future career.

RQ2: How do teachers perceive the beneﬁts and
challenges of case competitions and how should
they prepare students for local case study competitions?

3. Methodology
In order to explore the proposed research questions, qualitative research was undertaken involving
two diﬀerent groups of respondents: students with
experience in case study competitions, and their
teachers - mentors involved in case study competitions. For each research question, several themes
related to the beneﬁts and challenges of case study
analysis were additionally explored. The themes
were identiﬁed based on the perceived improvements in student learning through case study analysis (Damnjanović, Dlačić, 2015). Hence, qualitative
research was based on the beneﬁts and challenges
that students perceived as having a small eﬀect on
their learning through case study analysis, i.e. those
that earned a low average grade for beneﬁts or a
high average grade for challenges1 indicated in the
research. The identiﬁed themes that pertain to beneﬁts include time management, negotiation skills,
and employability; and those pertaining to challenges include identifying ﬁnancial and sales eﬀects; the
case study doesn’t have one result; and evaluation of
individual contribution in teamwork/interpersonal
issues among team members. Furthermore, for each
research question a diﬀerent set of interview ques-

Structured face-to-face interviews were conducted
from March 2016 to June 2016. The taped interviews were transcribed and analysed. In the section
of the paper containing the ﬁndings, the answers
were analysed by group, i.e. students and teachers
instead of by the country they come from. This was
done because a similarity was observed in students’
and teachers’ answers from both countries. Moreover, all answers are related to local case study competitions. Sample characteristics are presented in
Table 3.

Table 3 Sample characteristics for qualitative research
Faculty of Economics in Rijeka, Croatia
Subsample name

Students

Number
Gender

Male
Female

Age range

Faculty of Organizational Sciences, Serbia

Mentors

Students

Mentors

16

4

20

5

6

0

9

2

8

4

11

3

20-22

35-41

20-23

27-40

Source: Authors’ analysis
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4. Findings and discussion
4.1 Students’ perspective
Responses were gathered in two main ﬁelds – beneﬁts and challenges. The beneﬁt theme analysis
included time-management skills and negotiation
skills. The analysis of challenges focused on gaining
new insights into the students’ evaluation of individual contribution in teamwork/interpersonal issues among team members as well as on deﬁning
ﬁnancial and sales eﬀects. The analysis included answers given by students from both countries.

Time management
The data collected from student interviews was used
to assess the level of awareness of the importance
of time management in general (N=28). The results
highlight the need to make students aware of the
importance of this beneﬁt. The respondents also emphasize that managing simultaneously their activities at the university and preparation for case study
may cause high levels of stress, thus reducing their
eﬀectiveness in performing case study analyses. They
pointed out that “it was really hard to manage all obligations at the faculty and to prepare adequately for
a case study”. Others indicated that “when you see the
counter and how quickly time passes by and you realize you haven’t started any work yet, you have to ﬁnd
a way to motivate yourself and be more eﬃcient”. Students put forward several proposals for improving
the case study method as a time management tool:

also emphasized that “the time that we had
spent preparing for case study analysis before
the competition helped us to estimate the time
needed for each speciﬁc part”.
- Emphasizing the importance of case study
analysis will help students to rearrange priorities and reschedule other activities. Students
noted that “after winning ﬁrst prize you realize
how making smart choices in rearranging priorities can help you feel like a king in the end”.
- Preparing a presentation is also a very important activity. So, students indicated that “it is
hard to focus and to ﬁnish on time. As a team
we always want to share everything that we
know and have found out. But I realize now
that we need to practice more than once to deliver a timely presentation”.

Negotiation skills
The majority of respondents (N=23) conﬁrms that
case study competition experience has an impact on
the development of skills for negotiating with third
persons involved in a case study project (e.g. company representatives), as well as with team members.
Some of them pointed out “wow...experiencing realworld communication is priceless. When you realize
that in front of you sits the CEO of a famous company you try your best to both provide a grounded
solution to the problem, and persuade him/her that
your solution is the best one”. They stressed several
possibilities for improving negotiation skills:

- A detailed and consistent activities timeline
has to be made to follow the procedure and
to plan the time required. Hence they pointed
out that “after our team leader proposed to
make a timeline and a detailed plan we were
a bit confused but embraced the idea and I
personally think that it helped us to win second
place”. Also, students stressed that “making a
detailed plan of our activities and allocating a
speciﬁc time period to each activity was a really good strategy.”

- Mentors have to point out the importance of
personal skills, e.g., self-conﬁdence and openness, and help students develop them. Students noted that “our mentor was really helpful
in giving us several tasks during the preparation period that helped me to be more self-conﬁdent. We had a chance to watch some successful video presentations which helped us gain a
better insight into how to formulate keywords,
use body language and build arguments”.

- Students have to be motivated by their mentor
to be more engaged so they can adequately organize the time for a speciﬁc case study stage
(Menna, 2010). Pointing to the necessity of
good preparation with the mentor, students
stated that “without our mentor’s guidance
about what we should pay attention to in order to successfully prepare the case study we
would have been lost in time and space” and

- Workshops, debates and simulation exercises
have to be embedded in the case study process
from the very beginning, with mentors’ feedback and instructions. Students pointed out
that “mentor constructive feedback with examples of how to modify our performance during
workshops on improving negotiation skills was
enormous. Even though we were prepared, we
made mistakes, oh yes, we made a lot of them”.
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- Each step of the case study analysis has to be
properly and clearly explained by the mentor so
students can build their argument. One of the
students pointed out that “learning how to build
our presentation on arguments was a horrible experience. I remember one time when we thought
we were absolutely fabulous but the company
representatives pointed out that our presentation
should be more professional and structured so
that it supports our recommendations”.

Evaluation of individual contribution in teamwork/interpersonal issues among team members
In the introductory part of the interview about challenges faced in case study analysis, students were
asked about personal competencies that could be
developed through case study competition. Students (N=25) related their personal competencies
with interpersonal skills, such as tolerance and patience. They stressed that “I consider myself in general to be a patient person. But through case study
competition I realized that my patience is diminishing when the clock is ticking. So, I took exercises suggested by my mentor to improve my level of tolerance
in stressful situations.” In general, students point out
that unequal participation of team members is hard
to prevent. But even though this is considered to be
a possible pitfall, some interesting suggestions on
how to resolve this were provided:
- Team members have to be able to reinforce
each other’s commitment and to motivate the
ones who do not participate and contribute
enough. They pointed out that “I remember one
guy that was constantly behind the time plan,
and our team leader gave a really motivating
speech to all of us, stressing the importance of
being and working as a team. That was a great
thing to do; without pointing at that person, he
managed to motivate him”.
- Unequal team member commitment is an issue that has to be resolved within the team
itself. Students noted that “the best solution is
that team members resolve the problem among
themselves,” or even said “we tried to resolve the
problem of poorly motivated team members with
the help of our mentor, but it just complicated
things; we should have done it by ourselves”.
- Factors not closely related to the team can
also improve commitment and motivation of
easy-going and poorly motivated team mem-

bers, e.g. participation in case study competition could replace part of their academic obligations such as a mid-term exam, or could
be acknowledged in their diplomas. Students
pointed out that “acknowledging case study activity as a part of academic obligations would
be really beneﬁcial” and “I assume that team
members with poor motivation would be more
enthusiastic about participating if their participation were to be acknowledged as part of
their courses”.
- It is necessary to designate a team leader.
Students pointed that “without him/her as a
team leader we would have been lost in space”,
“having a down-to-earth and organized team
leader gave us the opportunity to win the competition, as he/she could see the big picture and
knew our strengths and weaknesses”, as well as
“it is necessary to have a good team leader who
can organize the team”.
- 3600 feedback is an important activity for team
performance improvement. Students stressed
that “every team member should write about
the strengths and weaknesses of other team
members as this would provide direction for
individual improvements” and “this insight
into my weaknesses motivated me to get extra
exercises from my mentor to improve my performance”.
- Teams with fewer members are easier to
manage. Students noted that “I have been in
teams with varying numbers of members and
the smaller teams were better in achieving results” and “having been a team leader for several teams I must admit that in a smaller team
everything looks like collaboration in a wellfunctioning family, while in bigger teams you
sometimes get the awkward feeling of being in
a dysfunctional foster family”.

Deﬁning ﬁnancial and sales eﬀects
In addition to the ﬁelds of ﬁnance and sales, students identiﬁed other ﬁelds in which their prior
knowledge was insuﬃcient. Some of these are cost
accounting, statistics, strategic management, marketing metrics and distribution. Recommendations
for facilitating the most challenging topics such as
the ﬁnancial and sales topics (N=30) are as follows:
- One person with expertise in accounting or
ﬁnances should be involved in the case study
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- Self-study with mentor’s support. It was
stressed that “the mentor’s prior guidance
has helped us perceive diﬀerent implications
of sales planning” or “having workshops on ﬁnances and solving practical examples was of
great help” as well as “it would be great if several courses at the Faculty were interconnected
so that you could apply the same example to
diﬀerent ﬁelds and get the bigger picture. This
would certainly help me better understand ﬁnances in a case study environment”.

preparation. This person could be a ﬁnance
and sales expert from the business sector or
a professor from a HEI. Students noted that
“it would be great if we had some workshops
with ﬁnance experts or people who are engaged
in marketing metrics” or “I love numbers but
sometimes I miss the rationale behind them. So,
a workshop or seminar on this topic by someone
who sees the whole picture would be excellent”.
- Participation in student associations as well
as any prior work experience can improve
some practical skills in ﬁnance and sales. Students pointed out “I gained a lot of experience
through volunteering in diﬀerent associations.
As I was in charge of ﬁnancial planning this
has helped me to more easily predict things related to sales or ﬁnances” or “summer jobs have
helped me understand sales growth and how it
is related to competitors’ actions”.

Three basic points arise from qualitative analysis of
student perceptions of the beneﬁts and issues associated with case study competitions, hence, providing guidelines for RQ1. These insights can help
teachers and mentors in preparing students for case
competitions. The results of the analysis are shown
in Table 4.

Table 4 Students’ conclusions as to how to improve case study practice
Mentors

Students

Background factors

Provide guidance and organize workshops to develop students’ skills

Personal motivation and preparation
of team members

HEIs to promote case study competitions as a basis for a long-term partnership

Provide constant team motivation
and feedback on individual case assignments

Orientation towards teamwork and
professional development

Company representatives and other
company resources dedicated to
helping students in their preparation,
e.g. university alumni

Organize workshops involving third
parties (i.e. companies, experts, comentors)

Willingness to gain new skills and
knowledge and develop the capability
to use previous experience

HEI’s ﬂexibility and openness to new
organizational models

Source: Authors’ analysis

Students emphasized the need for mentors to engage more and to transfer know-how, while from
their team members they want to see intrinsic motivation and team orientation. Students emphasized
that HEIs should develop a framework for case
study activities and put more eﬀort in promoting
the case study method.

4.2 Teachers’ perspective
As previously emphasized, the teachers’ perceptions of the beneﬁts (time management skills and
negotiation skills) and challenges (gaining new insights into the evaluation of individual contribution in teamwork/interpersonal issues among team
members and deﬁning ﬁnancial and sales eﬀects)
associated with the case study have also been ex106

plored. As with student sample, all teachers’ answers from both countries were analysed together.
The responses included several proposals for enhancing the eﬀects of the selected beneﬁts and oﬀsetting the challenges, as follows:

Time management
Time management skills are important because
they help reduce the level of stress students experience in case study competitions, e.g. “when the
countdown timer shows that time is slowly running
out, some teams start to panic. I’ve noticed that they
have failed to follow their agreed timelines”. Mentors
emphasized several ways to build their competencies to help students improve their time management skills (N=7):
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- Continuous mentoring through all stages of
case study assignment. Some of them mentioned that “you have to educate yourself and
understand the business logic of the connection
between analysis, problem and recommendation using the pyramid principle” as well as “only
with the knowledge of the pyramid principle can
you help students to be more productive”.
- Using an activities timeline as a mandatory tool
in the mentoring process in order to allocate
time proportionally to diﬀerent activities. Mentors pointed out “I have learned from my colleague, who lives abroad, that they usually provide a short time-exercise to try out the timeline
and suggest improvements as a team” as well as
“sometimes it is hard to follow the timeline, especially when students are not familiar with the
industry and they need more time to perform an
analysis to be able to really understand the current situation of the company. It is good to suggest
some modiﬁcations to the timeline and to let the
team leader be the one to make that decision”.
- Setting a presentation time limit to keep students focused on relevant issues (e.g. practicing a two-minute pitch). Mentors noted “students are confused with pitches and at ﬁrst
needed triple the amount of time allocated
for the pitch but once they embrace the pitch
concept they are more focused and more to
the point“ and “practicing pitch presentations
helps students become more self-conﬁdent”.

Negotiation skills
Negotiations skills refer to the ability to provide adequate arguments to reach a goal. Mentors pointed
out (N=9) that “students sometimes think they are
good and focused but most of them are wandering
around providing too much details”. So, they oﬀered
several suggestions, such as:
- Use role-play exercises. Mentors noted that “different exercises aimed at helping students gain
diﬀerent perspectives on the same problem are a
great way to help them learn what is important”.
- Case study presentation (partial or complete)
in front of a mentor, other teacher(s) or company member(s) with required feedback. Mentors pointed out that “presentations in front of
an audience that students look up to, like CEOs
or teachers, are of great help. A low controlled
level of stress is necessary for them to be more
focused and to the point”.

Evaluation of individual contribution in teamwork/interpersonal issues among team members
Several mentors (N=6) pointed out that “it is diﬃcult to work with teams in which not all team members contribute equally. But it is best to let them
resolve their problems themselves; all you can do is
teach them how to overcome these problems. And
they do occur, in many diﬀerent forms.” Thus, suggestions on how to help other mentors are as follows:
- Organizing workshops to motivate team
members to be sincere and honest with one
another. Mentors point out that “having motivation workshops aimed at building respect
and honesty among team members is necessary” and that “various one-to-one exercises in
the preparation period are extremely helpful
for students in learning how to overcome a lack
of sincerity and motivation when they appear”.
- Avoiding forming teams of students who happen to be friends. Mentors stressed that “the
worst possible way to form a team is to have
friends working together; they will bring to the
team all the good and bad experiences from
their pasts”.
- Team leader nomination. Mentors pointed out
that “with me deciding who will be the team
leader, I can help them be more eﬃcient. But,
in order to do that I have to know them through
and through”.
- Mutual evaluation of team members’ achievements. Mentors emphasized that “when you
tell them they will have to evaluate each team
member’s contribution at the end of the competition and that their future depends on it, they
suddenly become very motivated”.
- Previous training of students on teamwork and
conﬂict management. Mentors also noted that
“coaching team members individually on conﬂict management can help them to understand
their reactions and to understand why other
team members reacted in a certain way”.

Deﬁning ﬁnancial and sales eﬀect
Mentors pointed out that ﬁnancial and sales eﬀects
are challenging tasks for students (N=9) and they
noted that “you have to additionally motivate students to search through their memories and to awake
all that dormant knowledge on ﬁnancial data. It is
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there, but they forget it so quickly.” Hence, several
possibilities are emphasized:
- Each student should attend a workshop on
explaining the ﬁnancial implications of the
suggested solution, because company representatives often ask for detailed explanations
(Mijatović and Damnjanović, 2016). Many
mentors point out: “the workshop should cover
practical examples of marketing strategy“, or
“it is important to teach students to identify
benchmarks and prepare initial data for calculations. Good practice is to use the cases of
McKinsey, BCG, and Bain for a better understanding of sales and ﬁnancial calculations”.
- Teaching students to comprehend the case
study in its entirety, rather than just partially.
Mentors pointed out “there is an urgent need
to start working with students as freshman so
they can get the bigger picture. It is necessary to
point out to them that no solution is isolated in
the business world”.
- Involving co-mentors (other teachers) that
teach ﬁnance and sales courses at the HEI. They
also stressed that “introducing cooperation
with other colleagues, either through additional

workshops or by motivating them to introduce
the case study approach in their classes, can help
students to see the bigger picture”.
- Identify and explain some company specifics with regard to ﬁnancing and sales and include those guidelines in the case study material. Mentors pointed out that “a good case
study also has to have detailed information
on ﬁnances and sales. By not giving students
enough details during the preparation period,
they will not learn the mechanism behind decision-making”. They also stated that “I provide
them with so much detailed information that
they very often get lost in the data. But I ﬁgured
out that this is the best way to teach them to
see what is important. If you provide them with
just enough data related to the case, they will
be lost in tables and information at the competition” or “it is also important to teach students
how to present numbers in their presentations”.
In general, the conclusions as to how to improve
case study practice drawn based on the perceived
beneﬁts and challenges that provide guidelines for
RQ2. They fall into three themes. The results of the
analysis are summarized in Table 5.

Table 5 Mentors’ conclusions as to how to improve case study practice
Mentoring goals

Networking

Organization

Provide students with opportunities to develop
both professionally and personally

Promote close cooperation between HEIs and business institutions to provide students with
real life examples

Establish appropriate and effective organizational logistics
as support

Integrate speciﬁc exercises and instruments to
help students overcome identiﬁed challenges

Involve other colleagues from HEI

Promote beneﬁts of case study
competitions to both students
and companies (Ulery, 2015)2

Acquire additional skills in coaching, mentoring, leadership and motivation to help students
work in a team (Debbie, 2011)
Source: Authors’ analysis

Mentors emphasize that future mentors should
constantly learn and apply new skills in the teaching process. Also, establishing relationships with
students and other organizations is important in
providing a good case study that students can learn
from and in providing feedback that students demand. So, seeing the bigger picture that includes the
perspectives of both the company and the consumer is important in enabling students to gain more
beneﬁts from a case study.
108

5. Practical implications
Based on this research guidelines have been created
for teachers who want to be involved in case competitions. Their role in case competitions is demanding and involves three major activities: selecting
students for case competitions, creating successful
teams, and preparing them for case competitions.
The guidelines are presented in Table 6.
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Table 6 Guidelines are provided based on previous experiences and the results of this research
Role of the teacher in local
case competitions
Selecting students - choose
the best students in a class

Recommendations
Evaluate individual practical knowledge and teamwork
For individual evaluation of team members - provide one case study that students can
solve in ﬁve hours without Internet access, and give a 10-minute presentation, followed
by questions from the teacher panel
For team assessment – provide a short case study with several alternative possibilities.
Students in the group are to discuss it, evaluate their reasoning, present their opinion
and provide arguments to support it.

Creating successful student
teams

In a team include people with diﬀerent viewpoints and backgrounds to assure diverse
reasoning patterns.
Each team needs to have one creative person, one with good Power Point skills, one good
with numbers and with good Excel skills, and a team leader who can easily see the bigger
picture of the problem, has more practical knowledge and advanced personal skills.

Preparing students for case
competition

Mentors should work with teams in diﬀerent areas and teach them how to:
- do market research on the Internet
- do brainstorming sessions
- make assumptions when data are missing
- set priorities and apply criteria analysis
- make recommendations – align analysis and problem identiﬁcation with solutions
- create Power Point presentations
- present and provide arguments for the solutions

Watching other teams
during competition

Learn from other student teams

Assessment of results

Provide individual and team feedback

Learn from company representatives on the panels
Ask for feedback from company representatives – discuss with students so they can
improve their performance

Source: Authors

6. Conclusion
The future mission of HEIs will be oriented towards
the implementation of interactive learning methods
that will support both the teacher as a provider of
educational services and the students as clients.
This paper highlights a new, innovative way for improving the case study method. On the one hand,
it presents the students’ perception of learning improvements when case studies are used as a learning tool and provides additional insights as to the
perceived beneﬁts and challenges and how to make
those perceived as less important more meaningful
to students. In addition, the paper provides guidelines on how to motivate students to get more out
of case competitions. On the other hand, it presents the teachers’ perceptions of how to use and

improve the use of the case study method in the
learning process. It also provides recommendations
on how to motivate students and prepare them for
case competitions in order to prepare them better
for their future careers. Moreover, although a plethora of previous studies have investigated the case
study method in the classroom, it has seldom been
explored from the perspective of case study competition (Salles et al., 2015; Greenhalgh, 2007). This
paper highlights that case study competitions are an
innovative way of learning aimed at closing the gap
between theoretical knowledge and practice.
The ﬁndings revealed that students need to be
prepared to learn more and focus on individual
preparation and motivation techniques. Also, students need to improve their team building skills and
learn how to activate previous knowledge and ex-
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perience. Students need to learn how to integrate
knowledge from diﬀerent courses and how to make
assumptions (Ammerman, 2012) in order to be able
to justify their ﬁnancial and sales suggestions. Active mentors who are supportive of students in the
preparation for case study competitions are essential (Greiner et al., 2003). A useful framework is provided for teachers as mentors to help them improve
students’ as well as their own knowledge and skills
because developing business skills such as negotiation, time management or interpersonal skills can
help students in their future careers (Apaydin, 2006;
Black, 2009; Lovett, Jones, 2008).

110

The main limitation of this study is its focus on
qualitative research in only two countries. It would
be beneﬁcial to conduct a similar research in several diﬀerent countries at universities participating
or organizing case study competitions at a local
level. Nevertheless, this approach provides a deeper
insight into and gives a better understanding of the
drivers behind students’ and mentors’ perspectives
on learning through case study competitions. Future research should focus on identifying the beneﬁts and challenges of student learning through local
or international case study competitions in order to
obtain more generalizable results.
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UNAPRJEĐIVANJE UČENJA STUDENATA KROZ
NATJECANJA U RJEŠAVANJU STUDIJA SLUČAJA: IZAZOVI
ZA NASTAVNIKE I STUDENTE
Sažetak
Glavni je cilj ovoga rada identiﬁcirati različite perspektive studenata i nastavnika, iz dvije države balkanske
regije, vezano uz njihovu percepciju metode učenja kroz rješavanje studija slučaja u lokalnim natjecanjima
studija slučaja. Istraživanje se usredotočuje na percipirane koristi i izazove od strane studenata i nastavnika
uključenih u natjecanja u rješavanju studija slučaja. Prethodno istraživanje je prošireno. Uključena je perspektiva nastavnika te je provedeno kvalitativno istraživanje u Hrvatskoj i Srbiji kako bi se dobili dodatni
uvidi u individualna razmišljanja zainteresiranih strana. Rezultati istraživanja ukazuju da studenti imaju
probleme s upravljanjem vremenom te kod identiﬁciranja ﬁnancijskih i prodajnih rezultata uz predložene
marketinške strategije, dok mentori naglašavaju da studenti imaju problema s vještinom pregovaranja te
kod identiﬁciranja ﬁnancijskih i prodajnih rezultata uz predložene marketinške strategije.
Predložene su preporuke za studente i za nastavnike kako bi se unaprijedilo učenje kroz natjecanja u rješavanju studija slučaja. Predložene smjernice trebale bi ponuditi putokaz za nastavnike i studente kako bi se
unaprijedilo učenje kroz studije slučaja u području marketinga.
Ključne riječi: učenje kroz studije slučaja, lokalna natjecanja u rješavanju studija slučajeva, marketinške
studije slučaja, Hrvatska, Srbija
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THE CONCEPT OF QUALITY
IN THE FUNCTION OF
SECONDARY HEALTH CARE
Abstract
The paper brings an overview of basic approaches to the concept of quality and quality management in
order to improve secondary health care. We observe the concept of quality from the perspective of accreditation, categorization and certiﬁcation of health institutions in the secondary health care. Quality health
care is one that meets the needs of users and professional needs, achieves its goals and uses resources in
the most eﬃcient manner. Quality in health care is an example of good practice of adopting and improving
standards, processes and outcomes. Improving quality requires knowledge and skills with an emphasis on
lifelong learning and adjustment to patient’s needs and values. Quality is the responsibility of all individuals within the organization. Poor quality is expensive because of the inaction of people within the system.
The Heath Care Quality Act has determined the principles and the system of measures for achieving and
improving quality. These are the measures for achieving quality health care and the implementation of the
principles of eﬃciency and eﬀectiveness of the quality of health care procedures at all levels of health care,
the principles of orientation to the patient as well as the principle of patient safety. The implementation of
quality systems results in some new expenditures and every expense incurred is in the function of creation
and production of goods and services. In medical institutions we provide health services and thus achieve
income. Expenses have to be calculated into the price if we want to generate proﬁt.
Keywords: Secondary health care, concept of quality, quality improvement

1. Introduction
The concept of quality indicates to what extent and for
how long the product/service meets the requirements
of users. The quality of a product/service is, therefore,
the result of two speciﬁc activities: product/service design and operating systems that enable the creation of
products or services (Barković, 2009: 185).

“Licensing is the process by which a government authority grants permission, usually following inspection against minimum statutory standards, to an individual practitioner or healthcare organization to
operate or to engage in an occupation or profession.
This is the role of Monitor in England in relation to
foundation trusts. Certiﬁcation or formal recognition of compliance with a set of minimum standards
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(e.g. the ISO 9000 series for quality systems) validated by inspection – a function vested with the CQC.
Accreditation or public conﬁrmation by an internationally recognized agency of the achievement by
healthcare organizations of standards and quality
assurance procedures, demonstrated through independent, external peer assessment1” (Shaw, 2004: 5).
“A wealth of knowledge and experience in enhancing the quality of health care has accumulated globally over many decades. In spite of this wealth of
experience, the problem frequently faced by policy-makers at country level in both high- and lowmiddle-income countries is to know which quality
strategies – complemented by and integrated with
existent strategic initiatives – would have the greatest impact on the outcomes delivered by their health
systems. There are two main arguments for promoting a focus on quality in health systems at this time.
Even where health systems are well developed and
resourced, there is clear evidence that quality remains a serious concern, with expected outcomes
not predictably achieved and with wide variations
in standards of health-care delivery within and between health-care systems. Where health systems –
particularly in developing countries – need to optimize resource use and expand population coverage,
the process of improvement and scaling up needs
to be based on sound local strategies for quality so
that the best possible results are achieved from new
investment2” (WHO, 2006: 3).
The international standard that describes the quality management system is ISO 9001:2000. The requirements given in the standard can be applied
to any organization, regardless of its type, size and
products or services it delivers, and therefore the
standard is called generic. Today, in a time of general globalization, much attention is paid to enhancing
the quality, customer satisfaction with any product
or service and standardization in the work process.
Quality in health care is comprised of standards (of
treatment and health care) and indicators (measurable acts). If we achieve good hospital practices
through guidelines (standards), and we manage to
maintain and improve them, we can talk about quality in health care. Mittermayer et al. note that the
accreditation is an award for providing quality and
safe health care, but also the most eﬀective method
of external evaluation of work (Mittermayer et al.,
2010: 425).
Accreditation standards are focused on the customer, i.e. the end user of health care, and cover the areas of work and practice in the hospital system. Accreditation is a voluntary process and provides an
116

opportunity for health care facilities to get through
the tender application and be selected. Recommendations for improving the quality of health
protection and the functioning of the entire health
care system include: further development and installation of quality standards in the operation of
health facilities, improving information systems as
a means of promoting the quality of functioning
of the entire system, ensuring suﬃcient ﬁnancial
resources, investing in prevention, the development of quality indicators as well as the monitoring
system and records to enable quick reporting. It is
important to recognize and take into account the
diﬀerent dimensions of quality set realistic expectations and create a balanced health system pursuant
to them (Ostojić et al., 2012: 109).

2. Literature overview
Studies to date have mostly focused on the impact
of accreditation on health services and the focus is
placed on accreditation standards and outcomes.
Roney and Oostenberg have proposed that accreditation should achieve the following:
• improving the quality of medical care by identifying optimal targets in meeting the standards for health facility,
• stimulate and improve the integration and
management of health services,
• establish a comparative database of health
care organizations that are able to fulﬁl selected structures, processes and outcomes of
standards or criteria,
• reduce the cost of health care with an emphasis on increasing the eﬃciency and eﬀectiveness of service,
• provide education and counselling on strategies to improve the quality and “best practices” in health care,
• boost public conﬁdence regarding the quality
of health care, and
• reduce the risks associated with injury and infection to patients and staﬀ (Roney, Oostenberg, 1999: 18).
Greenﬁeld et al. searched the literature through
three phases related to the selection of databases
for the terms ‘accreditation’, ‘standard’, ‘guideline’,
‘policy’ and ‘legislation’ in the health sector (Table 1)
(Greenﬁeld et al., 2012: 230-31).
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Table 1 Literature search, review and selection of ﬂow chart
Stage 1: Healthcare academic database search
• Implemented : March 2010; updated August 2011
• Healthcare academic databases: Medline; Psych INFO; EMBASE; Social Work; CINAHL
• Topics: ‚accreditation‘ ; ‚standard‘ ; ‚guideline‘; ‚policy‘; ‚legislation‘
N = 9386


Stage 2: Reﬁnement of identiﬁed abstracts
• Selecting for empirical research studies, criteria: ‚research‘; ‚study‘; ‚empirical‘; ‚report‘; ‚method‘
(n=2111)
• Selecting for impact of accreditation standards, criteria: ‚impacts‘
• Removal of papers covering clinical biomedical studies
• Exclusion of discussion papers, commentaries or editorals
• Snowball searching; assembled papers and accreditation agencies websites
N = 140


Stage 3: Review and selection of papers
• Independent review by two researches
• Selecting for development and application or impact of healthcare accreditation standards
N = 13
Source: Greenﬁeld et al., 2012: 231

Santos de Salles et al. have studied the culture of
quality among workers at an accredited department
of Traumatology and Orthopaedics. They point out
that accreditation is developed to create a culture
of safety and quality in institutions that have recognized the importance of improving care for patients. Accreditation is an institutional priority that
should be used as a process and an eﬀective means
of evaluation and quality management (Santos de
Salles et al., 2015: 248-253).
Salehian et al. note that accreditation is an international evaluation procedure, and can improve the
productivity index by improving the quality of medical services. One can raise the quality of services to
patients and managers recommend the implementation in hospitals participating in accreditation
process (Salehian et al., 2015).
The study analyses the perception of the multidisciplinary team for accreditation. Interview analysis
tells us that accredited hospitals are similar to private hospitals and that the satisfaction level is high-

er. Participants perceive accreditation as a convenient system for quality management which promotes
the development of professional skills and improves
cost and organization management as well as employee satisfaction (Camillo et al., 2016).
“The healthcare system in Australia is currently implementing a stronger regulatory framework that
has many key and important features. These include common standards, legislated participation
and sector wide involvement and the provision of
common platforms for performance review and reporting. An important agenda is the identiﬁcation
and opportunities to enable a robust continuum of
compliance to improvement in these formal quality processes. The provision of accreditation services to monitor against the national Standards as
well as against standards focused on specialised
service provision and linkage to individual health
provides quality strategic agendas and plans should
be supported. A key driver associated with both the
interpretation of quality and performance and the
consistency of ratings of organisations in a complex
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system is the availability, training and engagement
of assessors and surveyors with in-depth understanding of health service delivery and healthcare
organisations” (McPhail, 2015: 63).
Most of the countries have more than one accreditation organisation, but only one was chosen for this
analysis in those particular cases (usually the one

primarily focused on hospital accreditation). Table
2 provides the accreditation authority’s name, describes its relationship to the government, assesses
whether accreditation in that country is voluntary
or not, and states whether that organisation accredits public and/or private healthcare facilities3
(Econex, 2010: 5).

Table 2 Accreditation authorities in a number of countries
Country

Organisation

Relationship to government

Voluntary

Public / private
facilities

Argentina

Technical Institute for Healthcare Organisations (ITEAS)

Independent, Non-governmental
Organisation (NGO)

Yes

Public & private

Australia

Australian Council on Healthcare Standards (ACHS)

Formal links, but not directly
funded

Yes

Public & private

Canada

Canadian Council on Health
Services Accreditation (CCHSA)

Independent, NGO
(in some provinces government
gives a ﬁnancial incentive for
accreditation)

Yes

Public & private

France

National Agency for Accreditation and Evaluation in Healthcare (ANAES)

Independent public agency, partially funded by government

No

Public & private

Germany

Cooperation for Transparency
and Quality in Hospitals

Independent, but partially funded
by government

Yes

N/A

Italy

(individual provincial programmes)

Government agencies

Yes

Public & private

Japan

Japan Council for Quality
Health Care (JCQHC)

Independent, but founded in association with government

Yes

Public & private

Korea

Hospital Performance Evaluation Programme

NGO, but government supported

Yes

N/A

Malaysia

Malaysian Society for Quality
in Health

Independent, NGO

Yes

Public & private

Netherlands

Netherlands Institute for
Accreditation of Hospitals
(NIAZ)

Supported by government

Yes

Public

New Zealand

Quality Health New Zealand
(The New Zealand Council on
Healthcare Standards)

Independent

Yes

Public & private

Thailand

Hospital Quality Improvement
and Accreditation Institution

Independent, but partially funded
by government

Yes

Public & private

USA

Joint Commission on Accreditation of Healthcare Organisations (JCAHO)

Independent

Yes

Public & private

Source: WHO (2003) and Rooney & Oostenberg (1999) / Econex, 2010: 6, available at: http://econex.co.za/wp-content/
uploads/2015/04/econex_health-reform-note_2.pdf (Accessed on: July 21, 2016)

One of the integral elements of a well-organized
health system is the process of monitoring the improvement of health care quality. This is the impera118

tive of all strategic documents on health policy and
activities of agencies with an aim of meeting the set
objectives (Stavljenić-Rukavina, Kalanj, 2010).
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3. Quality – a way for improving health care
The beneﬁts of a quality system are manifold: better communication, deﬁnition of procedures and
accountability, better maintenance of equipment,
keeping proper documentation, self-evaluation system, monitoring results and action in the direction
of continuous improvement.
“In accordance with EU directives and recommendations of the Council of Europe and the World
Health Organization, the establishment of accepted standards and quality indicators (indicators),
risk management systems, internal and external
quality assessment (accreditation) at all levels, national training system for quality and patient safety,
strengthening the role of patients and ﬁnancing a
quality system with recognition and reward for improvement are very important. The lack of patient
safety is a serious public health problem, creating
high costs for the health care system, which is already faced with limited resources. The Council of
Europe has in its document White Paper “Together
for Health: A Strategic Approach for the EU 20082013” deﬁned patient safety as a priority area”4 (National Strategy, 2012: 318-319).
“While it is important to recognize these diﬀerences
in roles and responsibilities, it is equally important
to recognize the connections between them. Examples include the following:
• Decision-makers cannot hope to develop and
implement new strategies for quality without
properly engaging health-service providers,
communities, and service users.
• Health-service providers need to operate
within an appropriate policy environment
- Basic concepts of quality improvement for
quality, and with a proper understanding
of the needs and expectations of those they
serve, in order to deliver the best results.
• Communities and service users need to inﬂuence both quality policy and the way in which
health services are provided to them, if they
are to improve their own health outcomes”
(WHO, 2006: 10).

Figure 1 Roles and responsibilities in quality
improvement

Policyand
strategy
development

Improving
quality

Health
service
provision

Communities
andservice
users

Source: Authors, according to: WHO, 2006: 11

The concept of quality encompasses at least three
dimensions, and consequently has three diﬀerent
meanings:
1. comparative meaning in terms of the degree
of excellence,
2. quantitative meaning in terms of the achieved
level,
3. suitability of something for certain purposes, i.e. a quality to satisfy the speciﬁc needs5
(AKAZ, 2016).

The basic processes of Juran’s trilogy are the following:
• Quality planning
• Quality control
• Quality improvement (Table 3) (Juran, Gryna, 1993).

These critical relationships are summarized in Figure 1.
Table 3 Universal quality management processes
Quality planning

Quality control

Quality improvement

1.

Establish quality goals

Choose control subjects

Prove the need

2.

Identify customers

Choose units of measure

Identify projects
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Quality planning

Quality control

Quality improvement

3.

Discover customer needs

Set goals

Organize project teams

4.

Develop process features

Create a sensor

Diagnose the causes

5.

Develop process features

Measure actual performance

Provide remedies

6.

Establish process controls

Interpret the diﬀerence

Deal with resistance to change

7.

Transfer to operations

Take action on the diﬀerence

Control to hold the gains

Source: Juran, Gryna, 1993

The aim of quality policy is to implement a system
of improving quality of health care in accordance
with EU requirements, the establishment of European standards of quality, national program indicators, internal and external quality assessment at
all levels, national training system for quality and
patient safety, and ﬁnancing of quality system with
recognition and reward for improvement (Ostojić
et al., 2012: 116).
Expenditures for the implementation of quality systems based on the Quality Act are divided into two
phases, the implementation phase and the quality
management phase. In the phase of implementation, expenses rose due to organizational and structural changes, which include:
• Establishment of units for quality (increased
number of employees)
• Setting up the Commission for internal control (training and operation)
• Process approach
• Strictly deﬁned competences of health staﬀ
• Algorithms and guidelines
• Medical equipment and supplies
• Health environment
• Computerisation (Lukovnjak, 2008: 36-37).

3.1 Standards of health care quality
Standards are increasingly present and talked about
in health policy. Greenﬁeld et al. state that standards are an important tool for improving clinical
practice and organizational performances. However, there is a lack of empirical evidence which examine the development, implementation and eﬀects of
health care accreditation standards (Greenﬁeld et
al., 2012: 329).
“Standards are generally classiﬁed as addressing a
system’s inputs (or structures), the processes the organization carries out, or the outcomes it expects
from its care or services. Table 4 provides a brief
summary and examples of these types of standards.
Standards can develop from a variety of sources,
from professional societies to panels of experts to
research studies to regulations. Standards might
also be organization-speciﬁc, such as those reﬂected in a hospital’s clinical policies and procedures or
clinical practice guidelines for the management of
emergencies. Standards might evolve from a consensus of what are ‘best practices’ given the current
state of knowledge and technology” (Rooney, Oostenberg, 1999: 9).

Table 4 Types and examples of standards
Structure standards look at the system’s inputs, such as human resources, the design of a building, the availability of
personal protective equipment for health workers, such as soap, gloves, and masks, and the availability of equipment
and supplies, such as microscopes and laboratory reagents.
Process standards address the activities or interventions carried out within the organisation in the care of patients
or in the management of the organization or its staﬀ. Process standards for a hospital or health centre might address
areas, such as patient assessment, patient education, medication administration, equipment maintenance, or staﬀ
supervision. Recently, professional bodies have developed explicit process standards called “clinical guidelines”. Such
guidelines are based on scientiﬁc medical evidence [Evidence Based Medicine]. Governmental agencies, insurers and
professional bodies are promoting their use in the management of common or high-risk clinical conditions.
Outcome standards look at the eﬀect of the interventions used on a speciﬁc health problem and whether the expected purpose of the activity was achieved. Examples of outcomes, both positive and negative, are patient mortality,
wound healing without complications (e.g., infection), delivery of a healthy infant without complications, and a resolution of an infection through the appropriate use of antibiotic therapy.
Source: Rooney, Oostenberg, 1999: 9
120
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In accordance with the Health Protection Quality
and Social Care Act, quality standards of health care
are precisely quantiﬁed descriptions of standards in
connection with the performance of medical procedures, health workers, equipment, materials and
the environment in which medical procedures are
performed, thus ensuring the quality of health care6
(Health Protection Quality and Social Care Act,
2011).
Quality standards of health care are:

Health care institutions are obliged to submit quarterly reports on unexpected adverse events:
• Surgery performed on the wrong patient
• Surgery performed on the wrong body part
• Instrument or object left at the site of surgery
requiring additional surgery or additional
procedure
• Transfusion reactions due to ABO incompatibility

• Continuous improvement of the quality of
clinical and non-clinical procedures

• Death, coma or severe damage to health due
to incorrect pharmacotherapy

• Safety of patients and staﬀ

• Death of a mother or mother’s serious illness
associated with childbirth

• Medical records
• Rights and experiences of patients, staﬀ satisfaction

• Kidnapping of a new-born

• Infection control

• Death or permanent disability of a healthy
new-born of birth weight exceeding 2,500
grams, which is not associated with congenital disease

• Deaths and autopsies
• Monitoring side eﬀects and adverse events
related to medical devices
• Internal rating
• Supervision of the insurance system and improving the quality of health care7 (Health
Care Quality Standards and the Manner of
Their Application, 2011).
All health facilities with more than 40 employees
are required to establish a Commission for health
care institution quality. The Committee is obliged
to submit to the Agency for Quality and Accreditation in Health and Social Care (AAZ) semi-annual
reports on all the parameters of work and implementation of activities. In 2015 AAZ collected the
data by means of an online from through the Service for Quality and Training in Health Care. The
number of submitted reports on the work of Commission for Quality of Hospital Health Institution
in 2015 increased signiﬁcantly (81% in 2015 vs. 50%
in 2014), with a signiﬁcant growth in the number of
reports for both reporting periods (47 in 2015 vs. 13
in 2014)8 (Mesarić et al., 2016).
The safety of patients and health care professionals is monitored in health institutions according to
the Regulations on Health Care Quality Standards
and the Manner of Their Application (Health Care
Quality Standards and the Manner of Their Application, 2011).

• Dismissal of a new-born to a wrong family

• Strong neonatal jaundice (bilirubin > 513
mmol / L)
• Suicide or attempted suicide in a medical institution
• Radiotherapy of a wrong body part
• Radiation therapy with a dose of 25% above
the planned dose (Health Care Quality Standards and the Manner of Their Application,
2011).
Every six months a report is submitted to the
AAZ on other adverse events which are applicable to the respective institution:
• Mortality from myocardial infarction within
30 days of hospital admission
• Mortality rate from stroke within 30 days of
hospital admission
• Hospital mortality for acute pancreatitis
• Postsurgical wound infections
• Lack of hand hygiene
• Postsurgical pulmonary embolism or deep
vein thrombosis
• Postsurgical bleeding or hematoma
• Unwanted drug side eﬀects
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• Obstetric trauma - vaginal delivery without
instrument

• Unplanned reoperation or unplanned return
to the operating room

• Post-surgical hip fracture

• Utilization of operating rooms

• Falls in hospital / medical institution

• Percentage of surgical procedures performed
with the application of security checklist

• Decubital ulcer
• Side eﬀects of psychosis treatment (Health
Care Quality Standards and the Manner of
Their Application, 2011).

3.2 Indicators of health care quality - hospitals
The Health Protection Quality and Social Care Act
prescribes quality parameters. Clinical indicators
of quality are the means of measuring the performance of medical procedures and certain values are
used to display the results of these procedures.
Quality indicators are:
• Waiting time for a total hip replacement
• Waiting time for the extracapsular extraction
of lens
• Waiting time for magnetic resonance

• Share of caesarean births in a hospital
• Graft survival in a kidney transplantation
• Patient survival after renal transplantation
• Puncture injury incidents
• Percentage of patients discharged with a discharge letter (Health Protection Quality and
Social Care Act, 2011).
A group of standards deﬁnes safety of patients and
health care professionals, including 13 indicators
of patient safety (other adverse events). Hospital
health institutions must monitor their applicable
indicators and deliver a report to the AAZ9 (Mesarić
et al., 2014).
The data collection system allows for monitoring
and improving the quality of health care through
standardized report forms for:

• Waiting time for chemotherapy

• Unexpected adverse events

• Waiting time for radiotherapy

• Indicators of patient safety / Other adverse
events

• Share of visits to outpatient health care facilities within 12 hours of onset of symptoms
• The share of patients surviving after admission to a hospital with polytraumas and cardiac arrest
• Time spent in an inpatient admission
• Duration of hospitalization for acute pancreatitis
• Duration of hospital stay for laparoscopic
cholecystectomy
• Duration of hospital stay for caesarean section
• Duration of hospitalization for acute myocardial infarction
• Duration of hospitalization for stroke
• Duration of hospitalization for hip arthroplasty
• Unplanned re-admission to a hospital health
facility within 30 days
122

• Adverse events for personnel
• Indicators of clinical eﬃcacy and availability
• The report on the performance of Commission for the Quality of Health Care Institution
(AAZ, 2011).
The data are entered from the existing administrative data, and a unique feature of the system is direct
calculation of the indicators and insight into the result. In this way, it creates a prerequisite for comparing health care institutions and benchmarking10
(AAZ, 2011).

3.3 Accreditation standards – hospitals
The basis of accreditation are accreditation standards with a purpose of improving the quality of
health care. Standards are targeted towards users
with respect to current legislation. Accreditation
standards are:
• System for ensuring and improving the quality of health care
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manual and documented procedures. All services
have to be evaluated, then measured and analysed
during the given periods.

• Management of hospitals
• Hospital employees
• Overview of the use of health services
• Patients’ rights
• Department of Medical Records
• Health care
• Discharge planning
• Infection control
• Safety Management System11 (Rules on accreditation standards for hospitals, 2011).
The hospital in the accreditation process focuses on
indicators of improving outcomes, prevention and
reduction of adverse events. All operational units
are involved in the support of the administration,
according to the complexity of the services that the
hospital provides.
Quality assurance and improvement system must
be maintained to demonstrate that the institution
manages the system (Rules on accreditation standards for hospitals, 2011).
Scope is related to services provided in the institution, whether they are clinical or not. Data on indicators of quality of patient care is collected, in
order to track and analyse the eﬃciency of service.
Clinical indicators are established by the Agency
for Quality in Health Accreditation. Internal assessment is carried out once a year and the results
are submitted to the management of health care
institutions and then the management gives its assessment for all areas, based on which decisions are
made with an aim of improving quality. Monitoring of adverse events is the activity of improving the
quality in which we analyse the cause, implementation of actions and feedback. Projects for improving
are planned on an annual basis, with a focus on the
scope and complexity of services that an institution
provides. Clear guidelines for the safety of patients
and staﬀ need to be established. The structure of
the organizational system is of great signiﬁcance,
and it consists of the chief quality assurance oﬃcer,
unit for improving the quality of health care, quality
commission, commission for internal control and a
representative for quality of each work unit (Rules
on accreditation standards for hospitals, 2011).
System documentation contains statements and
goals of the quality policy with an emphasis on
permanent improvement and teamwork, a quality

Health care institution management must be eﬀective in accordance with the regulations, primarily
the Statute which prescribes the organization of institutions and administration. It has to be registered
in the court registry, have all permits for health activities, job classiﬁcation system that includes level
of education, work experience, additional training
and licenses for independent work. An integral
part of the plan and program is the ﬁnancial plan
as a comprehensive overview of funding sources.
Overview of income and expenses for the threeyear period must be balanced with the review and
alignment with the actual situation. Evaluation and
selection of suppliers includes the criteria for the
selection and assessment (Rules on accreditation
standards for hospitals, 2011).
Hospital employees are health care workers who can
perform health care activities with a valid license
and participate in all activities in compliance with
the regulations and description of the workplace.
The heads of work units comprise the expert council and decide on the area of professional work of
the institution on monthly meetings as evidenced in
minutes. By monitoring medical science and technology specialization, employees acquire knowledge and skills via training. Every profession makes
a training plan and keeps records of this. Introducing an employee to the job means getting him / her
informed on the workplace, other employees, the
organizations and work related to the job description. Performance and eﬃciency of employees are
monitored by the institution in order to measure
and determine the quality proﬁle for each employee. Employees should be familiar with the possible
corrective and disciplinary measures in the event
that they act unprofessionally. Medical documentation must be maintained in accordance with the
regulations, and the process should be determined
regarding improper documentation (Rules on accreditation standards for hospitals, 2011).
Overview of the use of services includes a documented plan of overviews of used services by the insured.
The plan includes responsibilities and powers of the
members of the Commission to review the use of
services and procedures for review by the management of reports regarding patient admission, length
of stay and provided health services related to medical justiﬁcation.
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Patients’ rights are stipulated by the Patients’ Rights
Act. It is the duty of health professionals to inform
in writing the patient and / or legal guardian, custodian of the rights in the course of providing health
care. The procedure for submitting complaints and
objections shall be prepared and implemented.
Written informed consent / refusal of diagnostic
and therapeutic procedures should also be obtained
and the patient has to be informed about them.
Patients’ requests are documented and the staﬀ is
trained in the treatment of pre-imposed requirements. A patient is approached with respect and
dignity, and has to be protected from restrictions
and separation, if such actions are not medically
necessary. The patient has the right to the safe use
of restriction or separation performed by trained
staﬀ, who are able to demonstrate competence in
the application.
Department of medical records must be organized
and respond to the scope and complexity of the
services provided. According to written instructions, medical records must be ﬁlled, archived and
retrieved if necessary while protecting the authenticity and safety of records. Records comprise of legible, complete, dated and timed information (Rules
on accreditation standards for hospitals, 2011).
Health care must be provided for 24 hours, performed by nurses with independent work license in
accordance with the regulations. The head nurse is
a member of the board and is responsible for the
organization of work in the institution related to
health care. Health care is integrated into the hospital system and in the system of improving the quality of health care.
Discharge planning applies to all patients except for
emergency or outpatient admission. The process of
discharge shall be eﬀective through written policy
and planning procedures. A written release must
be understandable to employees, and the goal is
to ensure the health and safety of patients in order
to prevent adverse events (Rules on accreditation
standards for hospitals, 2011).
Discharge letter of health care is written for patients
who require continued medical care after leaving
the hospital. Discharge planning is a part of the care
plan involving the patient and family, and, if necessary, communities.
Infection control requires the establishment of programs for the prevention and control of infections
in a medical institution to ensure a safe environ124

ment and to avoid sources and transmission of infections of transmittable diseases (Rules on accreditation standards for hospitals, 2011).
The Commission for infection control and infection
control team are responsible for overseeing and
monitoring with the help of all employees.
Safety management system includes: physical environment, equipment, medicines, food, emergency
situations, physical and technical protection and
waste management (Rules on accreditation standards for hospitals, 2011).
Regulations on the accreditation standards for
hospitals regulate those standards taking into account the opinions of commercial agents and
guidelines for assessors. An eﬀective security and
improvement of health care quality system sets requirements for the development, applicability and
maintenance of the system in order to achieve an
optimum degree of order. Accreditation standards
serve as a framework for achieving quality (Rules on
accreditation standards for hospitals, 2011).
We need to be oriented towards patients, teamwork, understanding systems and processes, we
have to be able to change and accept change as a
fundamental principle in maintaining quality. It is
expected that in the future the quality of health care
and the application of the monitoring system will
increase (Ostojić et al., 2012: 122).

4. Categorization of hospitals
The process of categorization of hospitals began by
issuing the Ordinance on the conditions for classiﬁcation of hospitals, which entered into force in
2010. In addition to the aforementioned Ordinance,
another foundation of categorization is the Ordinance on minimum requirements in terms of space,
staﬀ and medical-technical equipment for performing health care activities.
Hospitals are classiﬁed in categories “in order to ensure minimum standards of professional development, rational administrative management, rational
management of space, equipment and employees
in order to achieve minimum standards of health
care quality and balanced development in all areas
of the Republic of Croatia”12 (The Oﬃcial Gazette,
Narodne novine 95/10).
Hospitals are categorized according to:
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• Health care activities and the number of activities,
• Level of qualiﬁcation of health care workers,
• Levels of health services,
• Scope of the provision of health services,
• Bed capacity,
• Area of providing health services to the population (The Oﬃcial Gazette, Narodne novine,
95/10).
Categorization is important for standardization for
the rational use of existing capacity and rational
planning of development activities. This procedure
is the minimum standard of the profession and the
availability of standard medical services. The category of individual hospitals is exclusively aﬀected by
professional work and performance. The awarded
category is not the abolition but a plan for the future
while respecting the past work and development.

5. Certiﬁcation
The patient is the focus of the concept of quality, and the basic model of quality management of
health care is ISO 9001: 2000.
In the ﬁeld of medicine quality management systems are increasingly being introduced care. Health
care facilities are certiﬁed according to DIN EN ISO
9001: 2009, which proves that they have established
a quality management system. Medical laboratories
are accredited according to EN ISO 15189: 2006,
which proves that they meet the requirements of
the quality and competence of medical laboratories
(Ančić et al., 2013).
Application of the system consisting of processes
within the organization, their identiﬁcation and
mutual interaction of process and their management can be interpreted using13 the Deming’s process approach (Figure 2) (Varga, 2012).

Figure 2 Deming’s process approach

Source: Varga (2012), available at: http://www.zzjzfbih.ba/wp-content/uploads/2012/11/Varga_Sinisa.pdf (Accessed on:
July 27, 2016)

“By continually repeating actions of planning, doing, checking and acting for each identiﬁed business process or sub-process of an organization creates the prerequisites for achieving the ﬁnal goal,

and that is continuously improving the overall eﬃciency of the established system”14 (Figure 3) (Svijet
kvalitete, 2013).
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Beneﬁts have already been shown during the construction and initial application of the system in the
following:

Figure 3 Deming’s Cycle

• standardization of procedures - the existence
of operating instructions,
• mechanism for detecting deviations and their
correction (unspoken but present problems),
• better communication and understanding of
the entire process,
• better maintenance and calibration of equipment,
• medical documentation is complete and
properly maintained,
Source: Svijet kvalitete (2013), available at: http://
www.svijet-kvalitete.com/index.php/upravljanjekvalitetom/948-pdca-krug%20 (Accessed on: July 27,
2016)

Health institutions and other interested parties can
expect the following beneﬁts from certiﬁcation and
maintenance of ISO 9001 system:
• business / process / patient oriented management system
• ability to select and change the certiﬁcation
company
• better compliance (audit at least once a year)
• early detection of problems
• the foundation for the introduction of other
standards (environmental protection, work
safety etc.)
• internationally compatible and recognized
standard15 (Michoux, 2005).
Certiﬁed European hospitals cite the following advantages:
• positive attitude of staﬀ towards quality
• less variation in working practices, methods
of treatment and services
• fewer lawsuits for malpractice
• improved statistical indicators of quality indicators

• imposed obligation of continuous monitoring
of results16 (Ančić et al., 2013).
Barković states that “improving quality is achieved
through a combination of better processes, better
approaches / techniques and the eﬀorts of those
who create products / services” (Barković, 2011:
192).

6. Conclusion
Quality is improving medical procedures by establishing a secure, aﬀordable and quality health care
system in order to achieve better eﬃciency. Standards, which are focused on users, ensure eﬀectiveness and are indicators of the means of measuring
the performance of the procedures. Standards and
indicators will provide the results of the quality of
work in the health care system. Accepted standards
are called good clinical practice. Quality Act teaches us that the patient is entitled to the same quality
health care, equal access and quality of health services. Medical institution management must ensure
consistent quality at all levels and balance business
operations with the available resources. Diagnosis
related groups DRG is a system of ﬁnancing and
paying for health care in hospitals. But a question
arises: does DRG system recognize quality? Does
DRG system provide a stimulating ﬁnancing structure for quality health care? These are the questions
that will demand answers from all of us in the near
future.

• better control and calibration of measuring
instruments (Frost, 2006).
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KONCEPT KVALITETE U FUNKCIJI SEKUNDARNE
ZDRAVSTVENE ZAŠTITE
Sažetak
Rad daje pregled osnovnih pristupa konceptu kvalitete i upravljanju kvalitetom s ciljem unaprjeđenja sekundarne zdravstvene zaštite. Koncept kvalitete gledamo iz perspektive akreditacije, kategorizacije i certiﬁkacije zdravstvenih ustanova u sekundarnoj zdravstvenoj zaštiti. Kvalitetna zdravstvena zaštita je ona koja
zadovoljava potrebe korisnika, profesionalne potrebe i postiže zadane ciljeve, a resurse koristi na najučinkovitiji način. Kvaliteta u zdravstvu je primjer dobre prakse usvajanja i unaprjeđenja standarda, procesa i
ishoda. Za kvalitetu su odgovorni svi unutar organizacije, loša kvaliteta je skupa zbog nedjelovanja ljudi
unutar sustava. Zakon o kvaliteti zdravstvene zaštite određuje načela te sustav mjera za ostvarivanje i unapređenje kvalitete. To su mjere za ostvarivanje kvalitete zdravstvene zaštite te provedbu načela učinkovitosti i djelotvornosti sustava kvalitete zdravstvenih postupaka na svim razinama zdravstvene zaštite, načela
orijentiranosti prema pacijentu te načela sigurnosti pacijenata. Implementacija sustava kvalitete rezultira
nekim novim rashodima, a svaki nastali rashod je u funkciji stvaranja i proizvodnje roba i usluga. U zdravstvenim ustanovama proizvodimo zdravstvene usluge i na taj način ostvarujemo prihod. Rashode moramo
ukalkulirati u cijenu ako želimo pozitivno poslovati.
Ključne riječi: sekundarna zdravstvena zaštita, koncept kvalitete, unaprjeđenje kvalitete
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AN ANALYSIS OF TEAMWORK
IN THE INSURANCE COMPANIES
Abstract
The paper is designed and contextualized as a meaningful whole which includes the triple helix model: a
combination of science, the real sector and local government. The basis of this research is teamwork in insurance companies operating in eastern Croatia whose indicators reﬂect on other insurance companies in
Croatia and beyond. The conclusions of the paper suggest that teamwork is omnipresent in insurance companies, and that it aﬀects the eﬃciency in meeting their objectives. A survey was used to test and prove the
hypotheses, indicating that especially during the economic crisis it is crucial to invest in human resources
and encourage teamwork via key motivational factors. The conclusions of the paper show that teamwork
contributes to the eﬃciency of the organization, dissemination of new ideas and greater synergy within the
insurance company.
Keywords: Management, teamwork, eﬃciency, speed of changes, insurance

1. Introduction
The fundamental task of management is to make
people capable of joint performance through common goals and values. People who work together
would not be eﬀective without management (Sikavica et al., 2008: 5).
Firstly, it is necessary to deﬁne the term team leader,
manager, or sales manager as a person responsible
for guiding a team and achieving its goals. There are
still leaders who believe that the manager´s only job
is to call out from time to time those who did not
meet the requirements and to threaten to penalize employees with a pay cut or termination. In the
past they were called directors and their job was to
terrorize employees. Today, on the other hand, being a leader or guiding others means being able to

ﬁnd ways to get extraordinary results from ordinary
people.
A true leader must provide employees with all the
necessary support and the resources to perform
their duties, from working materials to additional
training. Managers should keep their employees
motivated to give their best performance with an
aim to achieve common goals and objectives. It is
therefore important to remember that inventories
can be managed, but people must be led. Leadership is one of the main characteristics separating
managers from employees. Everyday tasks can be
performed by both employees and managers. However, leading people and companies or managing
processes to the satisfaction of employees and customers can only be done by an excellent manager
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who has a clear vision of how and what needs to be
done in a business process.

others; the ability to cooperate eﬀectively
with all team members;

Managerial values include basic personal values
and acquired values that are derived from a managerial role in a formal organization. In fact, one of
the main characteristics of a manager is a strong
sense of organizational commitment, which stems
from the sense of belonging and the sense of ownership that a manager feels for the organisation he/she
works for (Barković, 2009: 74).

3. Administrative skills: concrete implementation of plans, internal policies and processes; a high level of awareness; the ability
to control the ﬁnancial resources within a
certain framework and obtain the necessary
reports and data;

It is expected of eﬀective insurance company managers to have a vision for the future of their company rather than just a grasp of the current situation, which means that managers should constantly
strive to ﬁnd new opportunities. They should create new jobs and new business conditions in cooperation with their employees. Teamwork facilitates
cooperation between employees and managers.
Furthermore, teamwork helps companies achieve
better business results.
No matter how good a manager is, where or who
he or she works for, there are many challenges that every insurance company manager must
face. It is the manager’s job to allocate all available
resources so the companies can keep attracting efﬁcient employees and keep them satisﬁed. Besides
that, they should also meet the needs of increasingly demanding and well-informed customers. In
order to successfully accomplish their tasks, managers should have speciﬁc knowledge, a wide range of
skills and abilities, formal and informal education;
they should also be visionary leaders, capable of
solving problems promptly, devising new ways of
operation, identifying new sales and distribution
channels, as well as keeping current employees and
hiring new ones. Great demands are placed nowadays on both managers and employees. Many employers are having a hard time ﬁnding experts with
diﬀerent qualities, skills and qualiﬁcations that their
companies need.
There are four types of skills that a manager should
have:
1. Conceptual skills: intellectual analytical
skills; the ability to interpret complex information and to see the bigger picture; decision-making skills; planning ahead instead
of reacting;
2. Interpersonal skills: the ability to lead, motivate, understand and communicate with
130

4. Technical skills: the ability to use tools,
techniques, and knowledge of diﬀerent disciplines such as accounting, marketing and
production planning (Barković, 2009: 14).
There are many skills that managers must possess
to successfully lead an organization. They should be
able to identify and evaluate diﬀerent scenarios and
situations in their insurance companies and also be
prepared to solve problems and respond to challenges that businesses face today.
Another major challenge for managers is to form
teams that will drive organizational processes, be
generators of growth and development, and be able
to propose ideas and contribute to the production
of new products and services, thus increasing their
company’s eﬃciency.
Companies that are based on mutual cooperation of
all team members will surely achieve a greater success on the market than companies in which each
individual or employee performs business tasks
separately.
Full engagement of employees and their managers is
a fundamental prerequisite for an approach that can
help to overcome problems in the business environment because employees are involved in all stages of
the reﬂective practice. Employee engagement also
increases the probability of making better decisions
(Barković, 1999: 31).
A business enterprise, insurance companies included, will achieve the best business results when each
employee is willing to put in the eﬀort and to work
hard in order to contribute to the company’s success. An insurance company will achieve the set organizational goals faster, easier and more eﬃciently
through teamwork.
A team is a small group of people who share common goals and work together in order to achieve
them (Tudor, Srića, 2006: 22).
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Based on theoretical and practical approaches the
following hypotheses are proposed:
H1: Teamwork is not suﬃciently used in insurance
companies.
H2: Teamwork greatly beneﬁts an insurance company’s performance, its competitive advantage, the
creativity of its employees, the performance of the
insurance company, its employees and managers;
product and service quality; and facilitates problem
solving.
H3: Teamwork aﬀects the level of trust among employees.

2. Theoretical framework
For a process in business enterprises and insurance
companies to be called “teamwork”, it needs to have

the following characteristics (Figure 1): commitment of all team members, voluntary cooperation,
creativity and equality of team members.
All team members should equally strive towards
achieving the common goals. If only one member of the team does not participate in that eﬀort,
the whole team could be held back. Furthermore,
that could have a negative impact on the business
results of their insurance company. Cooperation
among all team members is necessary in order to
achieve good business results and meet customer
requirements.
Teamwork enables equal development of every single employee, promotes a positive work environment and develops creativity, which will contribute
to the improvement of existing insurance products
and the development of new ones.

Figure 1 Characteristics of teamwork in insurance companies

&RPPLWPHQWRI
WHDPPHPEHUV

7HDP
PHPEHUV
FUHDWLYLW\

&KDUDFWHULVWLFV
RI
WHDPZRUN

9ROXQWDU\
FRRSHUDWLRQ

7HDP
PHPEHUV
HTXDOLW\
Source: Designed by the authors according to: Tudor, G., Srića, V. (2006). Menadžer i pobjednički tim – Čarolija timskog
rada. 3rd edition. Zagreb: M.E.P. CONSULT d.o.o.

By introducing teamwork in their business activities, insurance companies would be able to face numerous every-day challenges. Managers will decide
whether the responsibility should be partially delegated to the teams with an aim to facilitate decision
making, business operation and problem solving.

There are many advantages of teamwork:
• A sense of belonging
• A sense of interpersonal trust and understanding
• Making new friendships
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• Healthy social climate and work environment
• Greater eﬃciency and creativity of each team
member.
Working in a team gives team members a sense
of belonging and enhances their cooperation and
trust. This in turn has a positive impact on organisational performance.
In addition to the beneﬁts for employees, teamwork
provides considerable beneﬁts to the insurance
companies as well. Listed below are some of them:
• Greater ﬂexibility
• Higher eﬃciency
• Enhanced innovation
• Enhanced communication
• Faster information ﬂow
• Delegation of decision-making authority to
team members.
It is especially important that the organizational
context or the team itself set up standards of excellence so that members will feel pressure to perform
at their highest levels (Northouse, 2010: 220). If
employees work in teams and have clearly deﬁned
objectives that need to be achieved, they will seek to
do their best, and this will be reﬂected in the company’s performance.
By encouraging teamwork, managers enhance creativity, innovation and cooperation in their company.
In this context, teamwork is deﬁned as collaborative work with an objective to encourage cooperation among employees, generate new ideas and ﬁnd
new solutions in order to achieve positive business
results and keep end customers satisﬁed.
A team is a group of people working together towards a common goal, while taking on diﬀerent
roles and demonstrating a high level of communication skills in order to ensure a successful alignment
of its eﬀorts (West, 2005: 8).
In today’s business environment, managers should
have diﬀerent skills and put a lot of eﬀort into
achieving the best possible results with as few employees as possible. Sometimes a two-person team
is more successful than a dozen employees working
individually. It is up to the managers to make a decision regarding the optimal team size and type and
then the team can focus on business results, setting
and achieving their goals. Every manager has his/
132

her own style of managing people and companies.
Leadership style also has a direct eﬀect on organisational performance.
The best leaders (heads of branch oﬃces and associations, sales managers and others) have two
qualities in common: a friendly relationship with
colleagues and a clear picture of the desired results.
Prudence is the most important quality, but unfortunately, rarely encountered.
The usual team size is from 3 up to 25 members.
Thanks to the development of modern communication technologies and business methods in recent
years, that number can grow up to 30 members. In
the business world, the usual team size is between 5
and 7 members (Tudor, Srića, 2006: 69).
Managers are the ones who should encourage teamwork and collaboration among employees. They
organize and manage the entire business process,
form study groups, delegate tasks and develop a
vision so that everyone knows in which direction
they are going.
West (2005: 24-25) distinguishes the following team
categories: production and service teams, project
and development teams, consulting and involvement teams, crews, operational and negotiating
teams. Production and service teams are engaged in
installation, maintenance, mining and construction,
sales and medical services. Their goals are clear;
they are focused on developing a variety of skills,
which makes them long-term teams. Research and
development teams are called project and development teams. They are formed to solve a particular
problem or a set of problems within a limited time
period. Their goals are short-term and clearly deﬁned. Consulting and involvement teams, such as
working groups, quality circles and staﬀ groups
have a short lifespan so its members are not focused
on the development of skills. Teams that consist of
team members who have never worked together
before are called crews, e.g. a ﬂight crew or a crew
responsible for maintenance and electrical repairs.
Employees who work together and who have clear
goals form operational and negotiating teams.
In order to make any kind of relationship work,
especially a business one, cooperation of between
managers and employees (all team members) is
required. However, managers usually prefer to
delegate tasks and make the decisions themselves,
rather than consult with the staﬀ and ask them for
their opinion before making a decision. There is al-
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most never a consensus. Each manager should take
into account what steps need to be taken in order
to form an eﬀective team that will produce positive business results and create added value. When
working together, synergy must be present and seen
as an advantage. The sum total of the individual success of each employee determines the degree of success that a company attains. Every employee wants
to be part of a stable and successful system, and that
is exactly what a manager should do –make them
feel valued thus making them better employees.
This will also make managers feel more successful
and conﬁdent. When a manager is surrounded by
people who are ﬂexible, proactive, conﬁdent and
willing to learn, the chances of achieving good results are stronger. No matter how large or small
a company is, its managers, insurance company
managers included, must take good care of their
employees with employment beneﬁts, promotions,
stimulating environment and opportunities for professional development and growth because this will
consequently facilitate the development of the company itself.
Human resources are deﬁned as the total knowledge, skills, creative abilities, talents and aptitudes
of an organization’s workforce, as well as the values,
attitudes, approaches, beliefs and loyalty of individuals in the aﬀairs of an organization (or a company).
Human resources represent the overall intellectual
and emotional energy that an organization has and
uses in order to achieve its objectives and promote
its development (Bahtijarević-Šiber, 2008: 16).
Good managers know their team better than anyone else, and thus know how to enhance the skills
and knowledge of each team member. They do not
make unreasonable demands of their employees, but
rather enable them to be the best they can be and
contribute to the company’s success as such.
When a manager notices that a team member is not
doing his/her best, he/she should be reassigned to
a new position that will adequately meet his/her
qualiﬁcations in order to increase the level of their
performance. Such a decision may not always be
greeted with enthusiasm by the team member being
reassigned, but it is the manager’s job to make tough
decisions when necessary.
The process of communication is always a two-way
process between two or more people. We distinguish several leadership styles, but the highest level
of communication is achieved with the participative

leadership style. To build a successful team, healthy
and regular communication (both individual and
group communication) between managers and all
team members is required. Problems that may arise
in insurance companies can be solved with timely
and adequate communication.
Associated individuals form a group and adopt its
values in order to achieve their own objectives.
Groups formed to make a decision (or for some
other reason) have to reach a consensus. The results
arising from the continuous interaction among team
members require open communication (Barković,
2009: 73).
Situations in which a manager is not communicating with all team members on a daily basis simply
cannot be acceptable. A successful manager leads
the team members all the time instead of communicating with them only when time allows. It is simply
not possible to be a good leader and to build trust
with employees (team members) without quality
and timely communication with them, and their
feedback. A manager should allow his employees
to express their disagreement, to be open about
the things they do not agree with and to voice their
opinions without fearing the consequences because
that is the only way to resolve conﬂicts at work.
The key question for a modern business is the following: What is the most important requirement
for a company to survive in today’s turbulent market conditions? The answer is relatively simple - it is
information that allows companies to take the appropriate action (Pitts, Klepac, 2003: 27).
When working in a team, people exchange a vast
amount of information on a daily basis and that is
not the case when people work on their own. Systematic information collection for the purposes of
making conclusions about the internal and external
environment, competition, customers, suppliers
and employees is an essential process in every business, insurance companies included.
Ensuring that a company has accurate and timely
information about its position and business environment is a requirement in modern business. In
that context, employees have become an important
factor in collecting information. Thanks to them
companies have high-quality and timely information which provides a sound basis for a faster and
more eﬀective response to the early signals that indicate changes in the market (Alpeza, 2009: 70).
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Despite the rapid growth and spread of technologies, human capital is still crucial for the success
of a company and achievement of its goals. The
knowledge and ideas that employees can transfer to
ﬁnished goods are vital factors in gaining a competitive advantage.
Today, knowledge is the most important resource
of an organization. Knowledge has become a corporate asset and a critical success factor. Only those
organizations that are based on knowledge have a
competitive advantage, i.e. knowledge ensures their
continuing progress. Knowledge is the only resource
that increases through use. Furthermore, the total
knowledge of a company increases through its sharing, transferring and spreading (Bahtijarević-Šiber
et al., 2008: 596).
Having a long-lasting company is no longer a key
factor for success. Insurance companies are facing
changes in the requirements regarding the constant
monitoring of customer needs and it is the employees’ and managers’ job to propose ideas and courses
of action to respond to these changes.
The real question is how innovative insurance company employees really are. Employees contribute to
the development of an insurance company; but are
they creative and qualiﬁed enough; do they have the
necessary knowledge to facilitate the desired innovation or will the dogmatism, scepticism and refusal to accept innovative ideas prevail? If a company
wants to ensure its long-term success, it is crucial
that it regularly revises its strategies and analyzes
the market, implements the necessary changes and
ﬁnds partners that respect the same ethical principles. Sales (internal and external) is a strategic element of business that requires planning, aligning of
business processes with new market requirements
and eﬀective communication.
The knowledge of each team member, the implementation of ideas proposed by employees, proactive engagement and team-building activities,
business processes improvement, provision of specialized products and services to customers - all of
the above will guarantee a company’s success.
Knowledge is a dynamic blend of theory and practice, experience, values, contextual information and
expert insight that provides a framework for evaluating and incorporating new experiences, knowledge and information (Davenport, Prusak, 2000:
16).
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By deﬁning basic terms, we came to the concept of
knowledge, and from that point of view knowledge
is deﬁned as an eﬀective process of data networking
(Glavaš, 2012: 32).
Managers are the ones who should create an ideagenerative climate; they should also encourage both
employees and managers to attend various seminars
and workshops in order to broaden their skills and
develop expertise that will positively impact the
company´s success.
There are numerous methods for insurance companies to create new products, improve the existing
ones, be successful and meet customer needs, e.g.
brainstorming or quality circles. Companies should
encourage their employees to be creative, innovative,
and to develop their skills and gain new knowledge.
Innovation, market monitoring and the ability to
adapt to market changes and meet customer needs
is what is needed for a company to be successful. If
the internal processes are not coordinated and ﬂexible enough, the innovative ideas will not be realized. When all employees are working together as
a team in order to achieve common goals, it will be
reﬂected in the creation of high quality products
and services.
The introduction of teamwork in insurance companies would facilitate the sharing of knowledge
among employees. Moreover, the overall level of
knowledge would increase. For example, in case of
employee turnover, there would not be a drastic decline in the overall knowledge level, because other
team members in the company are familiar with
the work that needs to be performed. In short, it is
easier to manage knowledge when employees are
working in a team.

3. Research results and methodology
An online survey was conducted in ﬁve insurance
companies in Osijek-Baranja County. 66 persons
took part in the survey within 15 working days. The
questionnaire was divided into two parts. The ﬁrst
part elicited information about the socio-demographic characteristics of participants and the second part elicited information about teamwork and
the use of teamwork in their insurance companies.
The methodology used in this paper is based on an
online questionnaire which provided the data presented by certain categories essential for proving /
refuting the hypotheses proposed above.
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Men accounted for 57.8% and women for the remaining 42.2% of the survey sample. The largest percentage of respondents was between 36 and 55 years old;
26.6% of them were between 25 and 35 years old. A
small percentage of respondents (9.4%) was between
the ages of 56 and 65 and the smallest percentage
(3.10%) was between the ages of 18 and 24.

3.1 Sample structure by level of management
As shown in Figure 2, employees account for almost
70% of the respondents, while lower and higher level management represents 30% of the total number
of respondents.

Figure 2 Sample structure by level of management
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3.2 Use of teamwork in insurance companies
More than half of the respondents believe that
teamwork is present in one form or another in their
insurance companies, while less then 10% of the re-

spondents feel that teamwork is part of their work
environment. It is also interesting that only 10%
of the respondents feel their insurance companies
need to use teams more often.

Figure 3 Use of teamwork in insurance companies
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3.3 Encouragment of teamwork in insurance
companies by the superiors
When asked whether teamwork in their insurance
companies is encouraged by their superiors, more

than 60% of the respondents gave an aﬃrmative
answer, while 23% of the respondents felt that their
superiors sometimes encouraged teamwork. Less
than 5% of the respondents said their superiors never encouraged teamwork.

Figure 4 Encouragment of teamwork in insurance companies by the superiors










Source: Authors

It is very important for superiors to encourage
teamwork in their companies, insurance companies
included, because teamwork creates a better work
environment, increases the level of trust among
team members as well as cooperation among coworkers. In addition, teamwork helps foster a positive climate that is conducive to creativity, which
will support not only the development of new products and services, but also the changes to the existing ones. This will in turn lead to proﬁt growth and
higher levels of customer satisfaction
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3.4 Correlation between insurance company
employee performance and teamwork
The results of the survey show that there is a correlation between insurance company employee
performance and teamwork. Almost 60% of the respondents think their performance is better when
they work in a team. Only a small percentage of the
respondents (less than 2%) do not ﬁnd that there is
a correlation between their performance and teamwork.
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Figure 5 Correlation between insurance company employee performance and teamwork
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3.5 Analysis of other relevant research results in
the context of insurance companies
Furthermore, the respondents were asked to assess
whether their companies´ employees and managers needed workshops on brainstorming or quality
circle techniques. Almost 75% of them gave an af-

ﬁrmative answer to that question. A small percentage of the respondents (9%) consider workshops to
be unnecessary.
The respondents were also asked to evaluate on a
five-point scale the main research questions (Table 1).

Table 1 Evaluation of the main research questions
Use of teamwork
in the insurance company

The impact
of teamwork on the business results
of the insurance company

The impact of teamwork on the level
of trust among employees

Evaluation

Percentage

Evaluation

Percentage

Evaluation

Percentage

1

1.50%

1

1.50%

1

3.00%

2

9.10%

2

3.00%

2

3.00%

3

37.90%

3

27.30%

3

19.70%

4

43.90%

4

47.00%

4

53.10%

5

7.60%

5

21.20%

5

21.20%

Source: Authors

Use of teamwork in ﬁve insurance companies in
Osijek-Baranja County is evaluated by assigning
scores from 1 (the lowest score) to 5 (the highest
score). Score 1 indicates that teamwork is not used
in an insurance company while score 5 indicates

that teamwork is used all the time. The majority of
the respondents assigned high scores to the use of
teamwork (almost 44%) and the impact of teamwork
(47%) in their insurance companies which indicates
that there is a signiﬁcant correlation between team-
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work and business results. The results also indicate
a strong relationship between teamwork and the
level of trust (almost 75%).
The pie chart below shows the impact of teamwork
on the following variables: employee creativity, level

of trust among employees, competitive advantage,
the performance of an insurance company, its employees and managers; product and service quality,
and problem solving.

Figure 6 The impact of teamwork on organisational outcomes of insurance companies
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Source: Authors

4. The main research conlusions and
discussion
The results conﬁrm the suggested hypotheses. According to the majority of the respondents, teamwork has positive eﬀects on business results (almost
58%), employee creativity (50%), the eﬃciency of
the insurance company (47%), level of trust among
employees (almost 52%) and problem solving (almost 58%). More than a third of the respondents
(36%) consider all the above-mentioned elements
important for business.
The survey results conﬁrm the hypotheses and
show that teamwork has a signiﬁcant impact on the
performance of both employees and the insurance
company itself.

5. Conclusion and future research
Teamwork can be a key driving force for organisational performance and can help insurance compa138

nies respond to the ever-increasing pace of change
in today’s business environment. It is the responsibility of managers to introduce teamwork given that
it can enhance employee performance. The survey
results show that the level of trust is higher among
employees working in teams, sharing not only their
tasks, but also the responsibility. Teamwork also increases the number of ideas generated by a group
as well as the degree of creativity and knowledge in
an insurance company. Moreover, it is more likely
that an insurance company will achieve its business goals if it introduces teamwork. This is because teamwork creates synergy through the combined eﬀorts and engagement of all team members,
whereby the level of team’s collective performance
will be greater than the sum of its members’ individual performances. Future research is necessary
to examine the motivational factors aﬀecting teamwork in business systems, in particular in insurance
companies or banks.
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ANALIZA ZASTUPLJENOSTI TIMSKOG RADA
U OSIGURAVAJUĆIM DRUŠTVIMA
Sažetak
Rad je osmišljen i kontekstualiziran kao smisaona cjelina koja obuhvaća triple helix model: spoj znanosti,
realnog sektora i lokalne uprave i samouprave. Temelj istraživanja je timski rad u osiguravajućim društvima
koja egzistiraju na području istočne Hrvatske, a čiji se pokazatelji zrcale na ostala osiguravajuća društva u
Republici Hrvatskoj i šire. Zaključci rada upućuju na činjenicu da je timski rad sveprisutan u osiguravajućim
društvima te da utječe na učinkovitost pri ispunjavanju ciljeva svakoga društva. U radu se metodom ankete
dokazuju hipoteze što govori da je, pogotovo tijekom ekonomske krize, ključno ulagati u ljudske resurse i
poticati timski rad kroz ključne motivacijske čimbenike. Zaključci rada pokazuju da timski rad doprinosi
učinkovitosti organizacije, diseminaciji novih ideja i većoj sinergiji unutar osiguravajućega društva.
Ključne riječi: menadžment, timski rad, učinkovitost, brzina promjena, osiguranje
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IS IT WORTH GOING GREEN IN
CROATIA? EMPIRICAL EVIDENCE
FROM SMEs
Abstract
Technological progress and innovations in production are the basis for increasing productivity and reducing operating costs. On the other hand, rapid development accompanied by neglected environmental issues
has resulted in adverse eﬀects on the environment, and thus on the entire society. The consequences on the
environment occur in the form of natural disasters, climate change and global warming. In order to reduce
the adverse eﬀects on the environment, states have introduced legal provisions, such as pollution charges.
Such charges represent the costs incurred by the company that consequently burden its ﬁnancial result. On
the other hand, those charges can be lower for companies that apply more eﬃcient production methods.
The question is whether it is worth for a company to be “green” and hence pay a lower charge, or not to
take into account “green business” and pay a higher charge for using ineﬃcient production methods. This
paper will explore whether it is worth being green, i.e. whether improving production eﬃciency results in
a reduction of production costs. The emphasis is thereby placed on small and medium-sized enterprises as
generators of economic growth and green jobs. In order to give an adequate review of green business and
green market in Croatia, authors will analyse the Eurobarometer survey Flash Eurobarometer 426, focusing
on Croatian data (n=502). It is evident that “green business” is one of the main business areas in the context
of sustainable and socially responsible business.
Keywords: Green business, green markets, resource eﬃciency, costs, Eurobarometer survey

1. Introduction
Green economy is considered a new environmentally friendly engine for economic development in
the 21st century. It generates environmental beneﬁts, such as the reduction of harmful emissions and
thereby global warming, or conservation of natural

resources while using renewable energy sources.
Cosbey (2011: 41) asserts that in addition to environmental, green economy also has economic beneﬁts (new export markets, new employment, new
products, new technologies, innovations, etc.). On
the other hand, green production is more expensive
than non-green production. The reason for this is
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the introduction of new technologies and resources
that must be based on environmental standards.
Stefan and Paul (2008: 49) note that in this case, the
extra cost can likely be transferred to consumers
who are willing to pay more for more environmentally friendly products or services. As more people
are willing to spend their money for environmentally friendly products or services, green marketing
is becoming more popular. According to Kilbourne
(1998: 642), green marketing is associated with the
greening of traditional marketing and it involves the
production of “green” products for sale to “green”
consumers who are admonished to recycle the
waste from their consumption. On the other hand,
non-green producers have higher costs in terms of
payment of charges such as taxation, pollution permits, or regulations prescribed by the government.
Which type of production a company will choose
ultimately depends on what is more proﬁtable for
each company.
Large companies have recognized the importance
of green economy as a driver of new business opportunities and economic development, while most
SMEs are still in the process of transition to it. Lin
and Ho (2010: 694) note that large companies tend
to adopt green practices more easily than small
ones because they have suﬃcient resources and
strong infrastructures. The main advantage of SMEs
when compared to large companies is their ﬂexibility, which helps them in the adoption of green innovation, and thereby in the reduction of product
charges. According to Chen et al. (2006) investment
in the green innovations innovation is helpful to
businesses. Green business is an organization that
is committed to the principles of environmental
sustainability in its operations, strives to use renewable resources, and tries to minimize the negative
environmental impact of its activities (Čekanavičius
et al., 2014: 76). Kabiraj et al. (2010) note that the
basic concept of a green business lies in business
sustainability.
Sustainable development implies that renewable
resources should be used wherever possible and
that non-renewable resources should be husbanded
(e.g., reduced and recycled) to extend their viability for generations to come (Hall et al., 2010: 440).
Yozgat and Karatas (2011) state that companies
that are going green are considered to be socially
142

responsible companies. This also refers to sustainable development. Green business, which is considered socially responsible, is still in its development
phase in Croatia. Pekanov Starčević et al. (2016)
investigated the relationship between the level of
corporate social responsibility and ﬁnancial performance of Croatian listed companies and found that
it is a positive one. It can be concluded that there is
an incentive to behave green, or to act in a socially
responsible manner.
According to the European Parliament (2015)1,
SMEs should adopt the concept of green business
just like large companies in particular to increase
their market competitiveness. Weng and Lin (2011:
9159) concluded that SMEs will be apt to adopt a
green innovation when they perceive that the green
innovation is simple and easy to learn and use, compatible with their existing business operations, and
helpful for improving environmental and economic
performance.
SMEs in Croatia are the main drivers of economic
development (Bistričić et al., 2011). According to
Alpeza et al. (2015: 14)2, in the overall enterprise
structure, SMEs represent 99.7%, while large companies account for only 0.3%.3 Adopting green
business and its impact on SMEs in Croatia is insuﬃciently researched, particularly its impact on
operating costs and resource eﬃciency. Starting
from such a premise, the study of “green” businesses
for Croatian companies is focused on diﬀerent levels
of resource eﬃciency actions, primarily taking into
account production costs and turnover. Based on
the Flash Eurobarometer 426 data, authors will investigate whether SMEs in Croatia have a tendency
to behave “green”. The selected data is a part of the
original primary data, which has been made available as open access (GESIS4), and which is gathered
in the ﬁeld by applying the highest methodological
standards. This data enables each researcher to test
their own hypotheses that create his or her scientiﬁc
and methodological contribution in analysing and
interpreting the data.
The paper is structured as follows: after the introduction, literature review describing the terminology and concept of green business and green
economy is given in Section 2. It also discusses the
impact of green business on the production costs of
the company with a particular emphasis on SMEs
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in Croatia. After the description of the methodological steps using primary Eurobarometer data, the
paper brings research results and conclusions of the
research hypotheses.

2. Literature review
The modern world is faced with the problem of degradation and destruction of the ecosystem. Jacobs
(2012: 11) notes that resources such as energy and
materials are used ineﬃciently, with an excessive
generation of waste (and therefore pollution). Such
carelessness for the environment is characteristic
of the brown economy in which economic growth
is based only on resources, such as fossil fuels and
petrochemicals. As opposite to brown economy, resource constraints and increasing climate changes
have led to the development of the green economy.
Cai et al. (2011: 5994) present that green economy
conceptually refers to improved human well-being,
reduced inequalities, and protecting future generations from signiﬁcant environmental risks and ecological scarcities. Borel-Saladin and Turok (2013:
219) note that green economy is oﬀering solutions
from psychology (to adjust behaviours to more efﬁcient energy use) to technological innovation (to
produce energy from renewable sources). According to Aghion et al. (2009: 3), the beneﬁt from supporting cleaner technologies will bring about greener (and therefore more sustainable) growth. The
importance of green growth reﬂects to the entire
production system, which also achieves signiﬁcant
environmental protection and resource-saving processes and products (Jänicke, 2011; Machiba, 2011;
Zsyman et al., 2012). At the same time, the European Commission (2010)5 identiﬁed the plan for
achieving sustainable growth through promoting a
more resource eﬃcient, greener and more competitive economy. Herrmann (2004) asserts that a potential solution for achieving sustainable development is corporate social responsibility. On the other
hand, corporate social responsibility (CSR) can
contribute to sustainable development through the
corporate interest in ecological issues (Hussain and
Hussain, 2015; Moon, 2007). Companies endeavor
to minimize ecological issues by switching to a green
business. Green business as an environmentally responsible and sustainable business is an inseparable
part of CSR (Karagülle, 2012; Čekanavičius, 2010;
Babiak, Trendaﬁlova, 2011). This means that companies that implement green business are triggered
from ﬁnancial, but also social beneﬁts In order to

eliminate the problems of environmental pollution
activities such as green management, green marketing, green production and green innovation, etc. are
now being pursued (Chen, 2008: 531). Each of these
areas is equally important and is being developed
by a greening process. Greening process is a broad
term that refers to the transformation of awareness
into an environmentally friendly way of thinking. It
does not solely include producing green products
and services. Going green is of particular importance for companies because their business depends
on the eﬃcient use of resources and technology.
Kabiraj et al. (2010) point out that the competitive markets and rise in energy prices contributed
to the adoption of ecological thinking and acceptance of greener products. According to Knoskova
(2014: 375), green products are having less negative
impact on the environment during production, use
and disposal compared to other products (with the
same functionality, addressing the same need, etc.).
For many green products, one such compensatory
advantage is lower operating costs due to reductions in energy consumption (Olson, 2013: 8). Despite their advantages and the increasing development, green products are sometimes considered
radical. Dangelico and Pujari (2010: 477)6 point out
that green product innovations are characterized as
radical if it is new to the market or is based on a
radically new technology, and/or has been patented
by the ﬁrm. Apart from green products, companies
can also produce green services. According to Djellal and Gallouj (2016), because of their immateriality, services can be less harmful to the environment
(greener) than material goods. Development of
green products and services is strongly connected
with green marketing. According to Nadaf and Nadaf (2014: 92), “green marketing is the process of
developing products and services and promoting
them to satisfy the customers who prefer products
of good quality, performance and convenience at affordable cost, which at the same time do not have a
detrimental impact on the environment”. Polonsky
(2008) notes that green marketing incorporates a
broad range of activities such as product modiﬁcations, changes to the production process, packaging changes and modifying advertising. Green
marketing is a vital component in achieving competitive advantages of green companies. (Cherian,
Jacob, 2012; Prakash, 2002; Yazdanifard, Mercy,
2011). Green product innovations and generally
green business create equal business opportunities
for large companies and SMEs. Hoogendoorn et al.
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(2015) observe that the majority of SMEs (91%) are
involved in greening processes to some extent, 9%
of all SMEs are not engaged in greening their processes, whereas 29% of SMEs oﬀer green products
and services.
The green eco-eﬃciency perspective argues that
pollution is a form of economic ineﬃciency, whereby pollution reduction is beneﬁcial to productivity
(Karagülle, 2012: 459). This implies that green companies are more productive than non-green ones.
Farinelli et al. (2011: 44) note that green enterprises
are increasingly successful in proving to shareholders and stakeholders that sustainability is an opportunity to increase revenues and customer loyalty
while protecting the environment. Furthermore,
green enterprises create green jobs. Martinez-Fernandez et al. (2010: 18) asserted that green jobs are
a result of increased climate change regulation and
the need to develop energy-eﬃcient products to replace traditional high-carbon goods and services.
According to Colijn (2014), only 3.25% of total jobs
in European economies are green jobs. Scully-Russ
(2012) determines that it is hard to count green jobs
because they use new green technologies and practices that are too new and unrecognized in past labour market studies, while Bowen (2012) notes that
it is diﬃcult to identify which jobs are green ones,
even in countries with relatively good labour market
data.
Environmental issues inﬂuence both costs and income of a company and consequently their business
results (Schaltegger, Synnestvedt, 2002; MolinaAzorin et al., 2009). In order to achieve better results, companies are using environmental and sustainability measures. According to Brand (2012: 29)
some of those measures are: low-carbon economy,
resource eﬃciency, green investments, technological innovation and more recycling, green jobs, poverty eradication, and social inclusion. According to
Chen et al. (2006), when using green innovation,
businesses can aﬀect the environmental costs, as
well as increase resource productivity. In order to
motivate companies, particularly SMEs, to become
more eﬀective in reducing their production costs
and increase their resource eﬃciency, governments
can use many types of economic instruments. For
example, environmental taxation (or ecotax) has
become an important tool to encourage energy savings (Deichmann, Zhang, 2013). Mieszajkina (2016:
167) has proved that 51% of businesses believe that
tax credits, grants and loans are the best measures
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to encourage investments in energy eﬃciency. Delmas and Pekovic (2015) concluded that cost strategy
oriented ﬁrms will be more likely to adopt resource
eﬃciency as compared to those that are not cost
leadership oriented in terms of downturn market
activities. Kuceba and Jedrzejczyk (2015) note that
reduced cost of basic activity is the main motive for
using pro-ecological activities for 71% of EU enterprises. Selection and use of certain instruments and
strategies depends on the environmental condition
of a country, its level of environmental awareness,
its ecological development and ultimately on the
proﬁtability of the company.
After reviewing previous studies, the authors have
formed the following hypotheses:
H1: Companies taking more resource eﬃciency actions have lower production cost
H2: Companies taking resource eﬃciency actions
oﬀer more green products and services
H3: Companies oﬀering more green products and
services have a higher turnover.

3. Methodology
The Eurobarometer is a measurement instrument
that regularly collects data from European residents
across EU members and applicants. Moreover, the
Eurobarometer survey results are publicly available
through oﬃcial reports that are published on a regular basis by the European Commission, and the usage of the collected data for further analysis has relevant impact on scientiﬁc research. Thus the GESIS
data archive department has available primary data
on microdata level and the related documentation
placed at the disposal of the scientiﬁc community
for research and training since the 1970s7.
Bearing in mind the research hypotheses of this
paper and data available through the GESIS data
archive department, the authors have chosen a national research based on the business-to-business
methodology. Consequently, authors have chosen
Flash Eurobarometer 426 (FL426)8 titled SMEs,
Resource Eﬃciency and Green Markets9 that has
been conducted in the 28 Member States of the
European Union and in Albania, Iceland, FYROM,
Moldova, Montenegro, Norway, Serbia, Turkey and
USA, with 13,167 respondents. The study provides
an overview of current levels of resource eﬃciency
actions and the state of the green market among
SMEs. The research was carried out between the
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1st and 18th of September 2015 through telephone
interviews (landline and mobile phone), which were
conducted in the appropriate national language of
the respondent. When the researcher contacted the
company, a special request for a conversation with
the person who makes business decisions was made.
The survey based on FL42610 included businesses
that employ one or more people and that are active

in one of the following sectors (according to NACE
codes): B, C, D, E, F, G, H, I, J, K, L, and M11. The
sample for each country was selected from an international business database where sample quotas were applied on both company size and sectors. For the purpose of this study, only Croatian
companies were analysed (n=502). Table 1 gives
an overview of the main characteristics of the analysed companies.

Table 1 Sample description
Sector of activity (NACE)

n

%

Manufacturing (NACE category C)

102

20.3

1 to 9 employees

196

40.2

Retail (NACE category G)

202

40.2

10 to 49 employees

169

34.7

Services (NACE categories
H/I/J/K/L/M)

147

29.3

50 to 249 employees

89

18.3

Industry (NACE categories
B/D/E/F)

51

10.2

250 employees or more

33

6.8

502

100.0

Total

487

Total

What was your turnover last
year?
EUR 100,000 or less

n

%
43

8.6

More than EUR 100,000 to
EUR 500,000

120

23.9

More than EUR 500,000 to
EUR 2 million

111

More than EUR 2 million to
EUR 10 million

Number of employees

Does your company oﬀer
green products or services?

%

n

100.0

%

125

24.9

No, but you are planning to do
so in the next 2 years

59

11.8

22.1

No, and you are not planning
to do so

270

53.8

69

13.7

Total

454

100.0

More than EUR 10 million to
EUR 50 million

23

4.6

More than EUR 50 million

10

2.0

376

100.0

Total

Yes

n

Source: Authors’ calculation

Analysing companies by the number of employees,
it is evident that the focus of this research is put on
micro, small and medium enterprises (93.2%), of
which 40.2% of the analysed companies belong to
the retail sector, and 29.3% are part of the service
sector. Analysed companies in the previous year
have usually earned between EUR 100,000 and EUR
500,000 (23.9%) and between EUR 500,000 and EUR
2 million (22.1%). Given the focus of this paper, it
is important to point out that 24.9% of companies

oﬀer green products and services in their tender.
However, troubling data, that over half of the companies (53.8%) have no intention to oﬀer this type of
product and service in the future, has been revealed.
If the responses from only those companies that offer green products or services (n=125) are analysed,
it can be observed that their percentage in annual
turnover of the previous ﬁscal year is signiﬁcant,
with room for further improvement.
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Graph 1 Percentage of green products or services represented in annual turnover of the previous ﬁ scal
year (n=125)
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The Flash Eurobarometer 426 questionnaire is designed with the intention to compare companies
across Europe regarding their views on current
green business. Although the questionnaire is divided into six units in the sequel the following three
units are analysed in this paper:
- Current and planned resource eﬃciency actions, and the reasons for taking them (Q1 –
Q4)
- Barriers when implementing resource eﬃciency actions (Q5, Q6)
- The current state of the green market (Q14 –
Q22).
In order to test the research hypotheses, two statistical methods were applied, using statistical software IBM SPSS 23.0. One of the applied methods
was one-way ANOVA. The ANOVA was deployed
to test the diﬀerences in the intensity of taking resource eﬃciency actions (three groups) and reduction of companies’ production costs. The chi-square
test was used to test the relationship between the
companies that are taking resource eﬃciency ac146

tions and companies that are oﬀering green product
and services. Finally, chi-square was used to test the
last hypothesis of the paper (H3).

4. Results
Before the research hypotheses have been tested, it
was necessary to identify a sample of “green” companies, or to determine which companies have their
activities oriented towards more frequent use of
resource eﬃciency actions. Variables Q1, in which
the respondents chose which actions their company
is undertaking to be more resource eﬃcient, and
Q2, over the next two years, what are the additional
resource eﬃciency actions that their company is
planning to implement; will be used to describe a
“green” business. These variables are used to access the frequency of selection of certain activities
in Croatian companies, as well as a comparative
overview of the behaviour and planning which have
been compared to actual behaviour (action taken)
and planned behaviour (planned action within two
years) of the companies. For both variables, subjects
were given the multiple choice option and Graph 2
shows the percentage of cases.
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Graph 2 Resource eﬃciency actions in companies
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When it comes to resource eﬃciency actions,
companies largely use minimising waste (79.1%)
and energy saving (74.8%), while the activity using
predominantly renewable energy (5.7%) has been
chosen the least. If the percentages of enterprise
responses with undertaken and planned actions are
compared, they do not show signiﬁcant diﬀerence,
and in addition to the most of the activities, the action taken column is in small advantage in relation
to the planned action column. However, one activity diﬀers from the pattern of other responses – using predominantly renewable energy. In their future
plans, although they have shown a low level of current use and activities, companies are without any
doubt planning to focus precisely on this activity
(5.7% action taken vs. 22% planed action).
The analysed activities (Graph 1) are possible selections in their enterprise resource eﬃciency actions enabling the identiﬁcation of non-“green”
businesses. The Q1 variable was used to create the
dependent variable that would distinguish companies with regard to the intensity of application of
resource eﬃciency activities. Companies that have
selected 1 or 2 responses out of the nine statements
oﬀered (Figure 1) are marked as “few actions”, those
with 3 or 4 responses are marked as “some actions”,
companies with more than 5 selected activities are

marked as “many actions”, while companies that
have not chosen any activity are marked with “no
actions” (Table 2).
Table 2 Companies according to the degree of use
of resource eﬃciency actions
Resource eﬃciency actions

n

%

Many actions

168

33.7

Some actions

194

39.0

Few actions

111

22.3

No actions

25

5.0

498

100.0

Total
Source: Authors’ calculation

The research hypotheses of this paper are focused
on those companies that are taking resource efﬁciency actions (33.7%), and the companies in
this group can be considered “green” businesses.
Moreover, a low percentage of companies that are
not taking any resource eﬃciency activities (5%) is
encouraging. The reasons for using these activities
are shown in Table 3, where respondents chose the
statements that best describe the main reasons why
company is taking actions to be more resource efﬁcient (Q3).
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Table 3 Reasons why company is taking actions to be more resource eﬃcient
Responses

Reasons

% of Cases

n

%

Financial and ﬁscal incentives or other forms of public support

35

3.4

7.40

Anticipation of future changes in legislation

93

8.9

19.80

Anticipation of future changes to the standards of products or processes

45

4.3

9.60

Demand from customers or providers

77

7.4

16.40

Creation of a competitive advantage or business opportunity

57

5.5

12.10

Catching up with main competitors who have already taken action

34

3.3

7.20

Cost savings

339

32.6

72.10

The environment is one of your company’s top priorities

345

33.2

73.40

.7

.7

1.50

Other
None

.8

.8

1.70

Total

1040

100.0

221.3

Source: Authors’ calculation

Statements the environment is one of their company’s top priorities (73.4%) and cost savings (72.10%)
were chosen as the most prominent reasons by the
respondents. For these reasons, reasonable grounds
to test the hypothesis H1 can be derived. One-way
ANOVA was conducted on the three groups in order
to make a comparison between groups of resource
eﬃciency actions according to production cost.

Prior to conducting the analysis, variable Q4 was
recoded, where 1 means signiﬁcantly increased, and
5 signiﬁcantly decreased, which means that higher
ratings stand for bigger reduction in production
costs in the last two years. The results of ANOVA
procedure are shown in Table 4.

Table 4 One-way between groups ANOVA
Resource eﬃciency actions

N

Mean

Standard
deviation

Many actions

142

3.754

.901

Some actions

165

3.539

.808

Few actions

101

3.525

.856

Total

408

3.610

.857

ANOVA
F = 3.081
df (2, 405)
p = .047*

* Signiﬁcant at 5% level
Source: Authors’ calculation

After the veriﬁcation of statistically signiﬁcant differences between the observed groups (resource
eﬃciency actions) according to the variable production costs (p<0.05), the conducted Bonferroni
post-hoc test indicated a statistically signiﬁcant
diﬀerence between groups many actions and some
actions (p=0.029), as well as between groups many
actions and few actions (p=0.040). Following the
aforementioned results, enough evidence has been
presented for the H1 hypothesis not to be rejected,
and it is possible to argue that the companies dif148

fer in the intensity of reduction in production costs
depending on the intensity of the implementation of
resource eﬃciency actions in the company. In other
words, signiﬁcant reductions in production costs in
the last two years were recorded in companies that
have taken the most resource activity actions.
In addition to lower production costs, the premise of
this paper is that companies that are leaders in taking resource eﬃciency actions are providing more
green products and services (H2). The results of
nonparametric chi-square test are shown in Table 5.
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Table 5 Chi-square test
Taking resource eﬃciency actions

Does your company oﬀer green
products or services? (Q14)

Total
Many
n

Yes

% Q14

No

n

but planning in the
next 2 years

% Q14
n

not planning to do so

% Q14

Some

Few

No

59

37

24

5

125

47.2%

29.6%

19.2%

4.0%

100%

15

32

10

1

58

25.9%

55.2%

17.2%

1.7%

100%

77

110

64

16

267

28.8%

41.2%

24.0%

6.0%

100%

Test statistics
χ2 = 20.149, df = 6, p = .003**
** Signiﬁcant at 1% level
Source: Authors’ calculation

The conducted chi-square test shows that within
companies, there is dependence between intensive
use of resource eﬃciency actions and their focus on
oﬀering green product and services (χ2 = 20.149, df
= 6, p = .003). Companies that oﬀer green products
and services are taking signiﬁcantly more resource
eﬃciency actions (47.2%) than those that do not offer green products and services (25.9% and 28.8%).

This indicates that it is possible not to reject the research hypothesis H2 because of the found interdependence between the variables taking resource efﬁciency actions and oﬀer green products or services.
Given the statistically signiﬁcant diﬀerence before
testing the research hypothesis H3, companies that
responded to Q14 with No were placed in one category.

Table 6 Chi-square test
Company oﬀers green products or
services

Last year turnover

Yes

Total

No

n

3

36

39

% within turnover

7.7%

92.3%

100%

EUR 100,000 or less
More than EUR 100,000
to EUR 500,000

n

26

86

112

% within turnover

23.2%

76.8%

100%

More than EUR 500,000
to EUR 2 million

n

29

75

104

% within turnover

27.9%

72.1%

100%

n

25

38

63

% within turnover

39.7%

60.3%

100%

n

14

16

30

% within turnover

46.7%

53.3%

100%

More than EUR 2 million
to EUR 10 million
More than EUR 10 million

Test statistics
χ2 = 18.750, df = 4, p = 0.001**
** Signiﬁcant at 1% level
Source: Authors’ calculation
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The results (Table 6) indicate the existence of dependence between the companies’ amount of last
year’s earnings and their “green” range (p <0.01). It
can also imply that green behaviour is not only socially desirable, but also ﬁnancially proﬁtable.

5. Conclusion
Green business represents a new way of thinking
and opportunities in the markets, particularly for
SMEs. Although large companies have recognized
the importance of “going green”, the concept of
green business is equally important in SMEs. Especially important is the inﬂuence of green business
on companies’ costs and revenues, i.e. their business
results, which is not suﬃciently investigated, particularly in Croatia.
Concern for the environment and the community has changed the paradigm of doing business,
the basis for the development and classiﬁcation of
green markets has been created, and green business
is increasingly becoming an imperative for doing
business in the Republic of Croatia. This paper gave
an overview of green business and green market
in Croatia by using Eurobarometer primary data.
For the purpose of the paper, the authors identiﬁed
green businesses as those that use 5 or more (out
of 9) resource eﬃciency actions. Those companies
represent one third of the sample. For companies
that are practicing that behaviour, a signiﬁcant re-
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duction in production costs in the last two years
has been observed. Within the same companies
in the sample, a greater willingness to implement
green products or services in the product range is
recorded. On the other hand, when we talk about
the proﬁtability of green business, it was observed
that companies with green products and services do
generate a higher turnover. However, in future research, it would be desirable to set the proﬁts of the
enterprise as a continuous (scale) variable instead
of ordinal variable, which would open the possibility of predictive analysis. Predictive testing of
ﬁnancial cost eﬀectiveness of “green” behaviour of
enterprises could be further motivated with greater
application of resource eﬃciency actions, but also
with the introduction of more green products and
services in the “green” range. Due to the existence
of two previous Eurobarometer datasets, a new research question about the analysis of the trend of
green corporate behaviour can be set.
In addition to making management decisions concerning the development of green business, the environment in which companies operate should be
stimulating, with the aim to increase the volume
of green activities, green business and ultimately
green growth. Thereby, the government should also
help SMEs by providing them with more resources
or by taking incentive measures for adhering to
green business principles.
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ISPLATI LI SE “BITI ZELEN” U HRVATSKOJ? EMPIRIJSKI
DOKAZI NA MALIM I SREDNJIM PODUZEĆIMA
Sažetak
Tehnološki napredak i inovacije u proizvodnji temelj su za povećanje produktivnosti i smanjenje troškova
poslovanja. S druge strane, brzi razvoj popraćen zanemarivanjem zaštite okoliša rezultirao je štetnim
učincima na okoliš, a time i na društvo u cjelini. Posljedice na okoliš javljaju se u obliku elementarnih nepogoda, klimatskih promjena i globalnog zatopljenja. Kako bi smanjile negativne učinke na okoliš, države su
uvele zakonske odredbe kao što su naknade za zagađenje. Takve naknade prestavljaju troškove, nastale od
strane poduzeća, koji posljedično opterećuju njegov ﬁnancijski rezultat. S druge strane, ti troškovi mogu
biti niži za poduzeća koja primjenjuju učinkovitije metode proizvodnje. Pitanje je isplati li s poduzeću
biti „zelen“, a time i platiti nižu naknadu, ili ne uzeti u obzir „zeleno poslovanje“ i platiti višu naknadu za
korištenje neučinkovitih metoda proizvodnje. U ovom će se radu istražiti isplati li se biti zelen, tj. rezultira
li poboljšanje učinkovitosti proizvodnje smanjenjem troškova proizvodnje. Pritom je naglasak stavljen na
mala i srednja poduzeća kao generatore gospodarskog rasta i zelenih poslova. Kako bi se dao primjeren
pregled zelenog poslovanja i zelenog tržišta u Hrvatskoj, autori će analizirati anketni upitnik Eurobarometra, Flash Eurobarometer 426, fokusirajući se na podatke za Hrvatsku (n = 502). Očito je da je „zeleno
poslovanje“ postalo jedno od glavnih poslovnih područja u kontekstu održivog i društveno odgovornog
poslovanja.
Ključne riječi: zeleno poslovanje, zelena tržišta, učinkovitost resursa, troškovi, anketni upitnik Eurobarometera
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PARTNERSHIP WITH LOCAL
COMMUNITY IN SCHOOL
CURRICULUM FOR ENCOURAGING
ENTREPRENEURIAL COMPETENCE
Abstract
Distinctiveness of an individual school is reﬂected in the school curriculum which is used to organize
educational activities. The purpose of the paper is to give theoretical and legislative frame as well as the
results of the analysis of three primary and three secondary school curricula. Document analysis is used
as a research method. The basic areas of school curriculum are school eﬃciency, process of learning and
teaching, school management, teacher’s professionalism and strategies of quality development. Each school
constructs its own curriculum which is aligned with its optimal possibilities and demands of the national
curriculum. A school curriculum plans for coexistence between students, teachers, parents, school management and local community. School and local community partnership encourages development of entrepreneurial competences, so it is necessary for cultural, economic and social events, in the context of pedagogical values, to ﬁnd their place in the school. The analysis of legislation shows the need of introducing
and developing entrepreneurial competences in schools, while the review of relevant research shows that
76.2% of teachers consider that entrepreneurial competences should be introduced in schools (Jokić et al.,
2007). Entrepreneurial competences are developed in the school curriculum through cooperation with the
local community. The analysis of school curricula points out the need of increasing the number of activities
suggested in the school curricula (extracurricular activities, projects, etc.).
Keywords: Schools, school curriculum, entrepreneurship, cooperation, local community

1. Introduction
The aim of the paper is to provide theoretical frame
of current ﬁndings and the analysis of legal legislation (Primary and Secondary School Education Act
(2014)1, The National Framework Curriculum for
Preschool Education and General Compulsory and
Secondary School Education (2011)2 and The Strategy of Education, Science and Technology (2014)3)
as well as to give insight into educational activities
of each school (analysis of three primary and three
secondary school curricula) towards local com-

munity and integration of social activities of local
community into educational process. According to
Primary and Secondary School Education Act education “is based on the partnership of all educational
factors on local, regional and national level” (2014:
3). The National Framework Curriculum (NOK,
2011) is the core state document which deﬁnes crucial educational values, principles and goals as well
as methods of evaluating students’ achievement.
Values deﬁned in NOK (2011: 14) are: knowledge,
solidarity, identity and responsibility. The Strategy
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of Education, Science and Technology (2014: 93) in
article 8.4. Improving the system of self-evaluation
of educational institutions, chapter 3 Regional networking and cooperation between schools describes
regional connection of schools and cooperation not
just with other schools but also with the local community. The aim of the cooperation is mutual learning, exchanging ideas and good practice, improving
work with children and starting mutual initiatives
and creative programs (The Strategy of Education,
Science and Technology, 2014).
The paper consists of ﬁve parts. Starting from a literature review, the authors highlight the importance
of the topic both for building a strong curriculum
connected with the local community and for raising entrepreneurial competences in school. Next,
the research method is presented as well as sample
description. Results of analysis of legal documents
(3) and primary (3) and secondary (3) school curricula are presented and interpreted in the fourth
part, after which conclusions and recommendations for further research are given. Two hypothesis
are made:
H1: primary schools cooperate signiﬁcantly more
frequently with local community than secondary
schools
H2: primary and secondary schools are signiﬁcantly diﬀerent in the types of activities with the local
community.
The importance of this topic comes from the educational practice but also from other ﬁelds outside
education (e.g. social, economic) and from the need
of scientiﬁc development.

2. Theoretical framework
2.1 Entrepreneurial competences
Entrepreneurship is one of the eight key competences prescribed by the European Union and it is
deﬁned in The National Framework Curriculum
as “an ability of the individual to transform ideas
into action, including creativity, innovation and
readiness for risk taking as well as the ability to plan
and lead projects in order to achieve goals” (NOK,
2010: 12). In today’s modern society entrepreneurial competences are required in every profession
(Mlinarević et al., 2015). For that reason, it is crucial
to develop entrepreneurial competences at school
so the students could be competitive on the labour
market.
156

Sedlan-König (2013: 59) deﬁnes entrepreneurial
competence as a set of “knowledge, skills, attitudes
and abilities for creating and discovering chances in
the surroundings and bringing changes and directing behaviour towards successful task solving”. On a
selected sample of 324 students of Josip Juraj Strossmayer University of Osijek an empirical research
was conducted to deﬁne the role of entrepreneurial
competence in students’ competitiveness and to determine factors which inﬂuence the acquisition of
entrepreneurial competences. The results show that
student athletes and those involved in extracurricular activities show a higher tendency to start their
own business and to show interest in entrepreneurial behaviour in comparison to students who
are neither athletes nor included in extracurricular
activities (Sedlan-König, 2013). In fact, extracurricular activities are part of the school curriculum and
serve as a basis for development of entrepreneurial
spirit. Students are involved in diﬀerent extracurricular activities, projects, sports activities as early
as primary school which means that teachers can
encourage, and students can acquire entrepreneurial competences (Mlinarević, Brust Nemet, 2012).
Which activities will be implemented in the school
curriculum depends on the school itself. Previously
mentioned research ﬁndings show that schools can
encourage students’ entrepreneurial spirit if they
provide students’ with more than just the regular
curriculum and basic school subjects.
Next, in the research conducted within the project Key Competences for Life-long Learning 20062007 76.2% of teachers state that entrepreneurship
as a competence should be introduced in primary
school. Considering the way of introducing entrepreneurship in schools, 48% of respondents think it
is necessary to encourage development of learners’
entrepreneurial characteristics and teach the basics
of economic literacy. Only 8% of teachers consider
that entrepreneurial competences should be developed by teaching just the economic terms, while
20% state it is necessary to develop only learner’s
personality traits. Surprisingly, 25% of teachers consider that entrepreneurial competences should not
be a part of primary education (Jokić et al., 2007)4.
As the biggest obstacle of introducing entrepreneurial competences, teachers (69%) state insufﬁcient knowledge for teaching entrepreneurship.
When it comes to entrepreneurial experiences in
school, 56% of the students did not have a chance
to meet an entrepreneur in school, nor visit any
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ﬁrm in their place of residence (60%). Moreover,
students did not get any information about the activities of a ﬁrm or a company (60%). On the other
hand, students discuss with teachers how to save
(69%) and earn money (69%). Principals of primary
schools give examples of good practice of introducing entrepreneurial competences through small
student ﬁrms or student cooperatives. Principals
are expressing satisfaction with these activities, saying that they not only increase the level of entrepreneurship among students, but also have a positive eﬀect on the school culture (Jokić et al., 2007).
All of these research ﬁndings show that students
should improve their entrepreneurial skills and by
participating in various projects and other school
activities they can do so. Moreover, school curriculum, as a public document, should encourage these
competences and provide students with a variety of
diﬀerent activities.
It is important to bear in mind that globalization of
the 21st century is based on information and innovation which have an impact on the educational system. The model of curriculum in the light of above
mentioned changes is ﬂexible, interdisciplinary and
international as well as directed towards students.
Strategic development of each state depends on the
quality of human resources. Entrepreneurship is,
therefore, one of the key competences for proactive
performance. Providing students with competences, and at the same time, improving the possibilities
of the local community, is the way towards the optimal educational system. A starting point in creating
a school curriculum is establishing the needs of students, teachers, parents and the local community.

2.2 School curriculum directed toward partnership for encouraging entrepreneurial competence
The latest achievements in science, technology,
economy and culture show that curriculum arises
from social needs which are implemented in contemporary teaching. Curriculum is a term used both
in pedagogy and in a wider, social meaning (Previšić,
2007). It comes from the word curriculum (lat. curriculum) which means a course of a planned action.
Moreover, curriculum is a developmental document
passed by the government and divided into: national,
school, students’ and special curriculum (Cindrić et
al., 2010). Jurić (2007) states that curriculum brings
the basic guidelines with the desirable standard, con-

tent and competences which come from the needs
and aspirations in the educational ﬁeld.
Each school constructs its own curriculum according to possibilities and demands of the national curriculum, but as such it is driven by the idea of individual development in the speciﬁc local community.
In fact, school curriculum plans for coexistence of
students, teachers, parents, school management
and the local community. The nature of the school
curriculum is directed towards individual work of
a school and contributes to creating a distinctive
school with the possibility of measuring its results
(Staničić, 2006). With the emergence of Robinsohn
on the European soil, curriculum approach became
prominent (Marsh 1994; Previšić, 2007; Cindrić et
al., 2010). The shift in curriculum policy from transfer of knowledge to development of competences
made applicability and the educational quality a
priority (The Strategy of Education, Science and
Technology, 2014). Also, it is necessary to promote
and establish quality cooperation between local
partners in order to ensure better transfer of information about the needs of the labour market and
provide compatibility between the needs and development of knowledge, skills and competences (European Commission, 2008)5.
In primary and secondary school curriculum refers
to elective school subjects, school projects, excursions, ﬁeld trips and extracurricular activities.
Diﬀerent models of school organization will diﬀerently inﬂuence the school atmosphere and curriculum realization. If the school is organized as a cooperative milieu of students who are acknowledged
and respected, there is an opportunity for growth
and development and the school is open to partnership. The assumption for that is optimal activity
planning, evaluation, self-evaluation and readiness
to change. Moreover, monitoring and continuous
evaluation of all planned activities in the curriculum is necessary as an incentive for gradual development and as summative assessment of the given
annual goals (Mandurić et al., 2013).
Also, the curriculum approach enables autonomy
of each school in planning and organizing activities particularly based on classiﬁcation and Bloom’s
taxonomy of cognitive development and learning
objectives written in the book Taxonomy of Educational Objectives from 1956 (Previšić, 2007).
Gad (2005) describes the economic term brand as a
value and quality of each institution, company and
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product. Creating a recognizable educational institution is a mixture of products, communication, behaviour and environment (Olins, 2008). It is emphasised
that part of these strategies could be used to improve
work quality and school recognisability. The quality
is gained with high number of active participants.
Therefore, principals and teachers should choose
activities which contribute to the accomplishment
of the school’s vision and mission. Perception of the
school in the local community is crucial and appropriate presentation of the school depends on positive
school culture, good educational work of all school
employees, appropriate teaching, professional management and interaction with the local community
(Kovač, Buchberger, 2013). Furthermore, all school
subjects and extracurricular activities, which are organized by the school and its employees, are planned
in the school curriculum (Marsh, 1994; Cindrić et al.,
2010). These activities should satisfy student’s developmental needs, therefore curriculum is seen as a
teachers’ and students’ project in which parents and
local community also participate (Topolovčan, 2011).
Such a project allows satisfying student’s needs according to the tradition, local customs, touristic activities in the region and the local community.
Furthermore, partnership is characterized by fairness, respect, trust, communication, ﬂexibility, active listening and sharing information (Mapp, Hong,
2010; Blue-Banning et al., 2004; Fan, Chen, 2001).
In schools which cherish partnership, the culture
(social roles, reward system, entrepreneurial spirit,
school order), plays an important role in creating a
school appropriate to students (Epstein, 2011). The
given model supports an integrated theory of connection between school, family and community,
raising awareness of changes in all ﬁelds and their
inﬂuence on motivation, attitudes and accomplishments when constructing an open curriculum directed toward students.
It is important that economic, cultural and social
events in the context of pedagogical values, have
their place in school. This type of interaction requires students’ and teachers’ social engagement,
to recognize the need for mutual work (Lempinen,
2013)6. “Each connection starts from the cooperation with parents and local community and aﬀects
creating and developing the curriculum, planning
and evaluating” (Cindrić et al., 2010: 244).

3. Method
The aim of the research is to analyse the legislation referring to the educational system in Croa158

tia and the curricula of three primary and three
secondary schools in Osijek in order to give an
insight into educational work and activities of an
individual school in connection to the local community and to see how social activities of the local
community are integrated into educational school
work. The following documents were analyzed: Primary and Secondary School Education Act (2014),
The National Framework Curriculum for Preschool
Education and General Compulsory and Secondary
School Education (2011) and The Strategy of Education, Science and Technology (2014). The analysis of curricula from six schools in Osijek was also
conducted. The sample consists of three primary
schools in Osijek (“Retfala”7, “August Šenoa”8 and
“Mladost”9) and three secondary schools also in
Osijek (Third Grammar School10, Electrical Engineering Vocational School11 and School of Applied
Arts and Design12). The type of research used in the
paper is non-empirical, theoretical research, which
means that it was conducted by analyzing original
documents, and not directly in the educational process (Mužić, 2004). Also, qualitative approach was
used and the data were gathered by the method of
document analysis. To be more precise, original
documents from primary sources (legislation and
school curricula) were analyzed. Moreover, secondary sources (review of scientiﬁc papers) were also
analyzed. When it comes to sampling, a purposive
sample was used. The choice of sample was made
according to the number of primary schools in city
districts of Osijek (15) and the number of public
secondary schools in Osijek (14). The sample is also
representative because 20% of primary and 21.42%
of secondary schools made up the sample. According to Primary and Secondary School Education Act
(2014) secondary schools are divided into grammar,
vocational and art schools. For the purpose of curriculum analysis all three types of secondary schools
were included. On 692 analyzed pages of school curricula (overall number of analyzed pages of school
curricula and legal documents is 1203) beneﬁciaries
from the local community were identiﬁed as well
as the name and type of diﬀerent activities (local
projects, international projects, humanitarian activities, extracurricular activities, study visits, ﬁeld
trips, excursions, scientiﬁc and professional conferences and cultural activities). Qualitative analysis of
school curricula is extensive and it does not permit
the analysis of higher number of schools because it
exceeds the scope of this paper.
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4. Results and interpretation
4.1 Analysis of legal documents
In line with the aim of the research, legal documents
and six school curricula were investigated. Interpretation of the results follows that path, from the analysis
of the legal documents to curriculum analysis.
Primary and Secondary School Education Act
(2014: 3) in article 4, paragraph 2 as an educational
goal states: educate students for living in multicultural world, for active and responsible participation in democratic development of society and in
paragraph 3: provide students with acquisition of
key competences and professional competences,
provide them with tools for living and working in
unstable social and cultural context by demands
of market economy and scientiﬁc breakthroughs.
Furthermore, paragraph 7 states that education is
based on decentralization in the sense of increasing power and responsibilities on local and regional
level. Moreover, paragraph 8 states that educational
activity in school is based on partnership of all educational factors on local, regional and national level
which implies the need of cooperation with the local community. Schools also participate in realization of educational activities by receiving help and
support from social service facilities and health care
institutions. Also, school cooperates with employment bureau and other institutions in order to inform and help students in professional orientation
as stated in the paragraph 57.
Primary and Secondary School Education Act (2014:
23) also claims that National Council for Education,
which evaluates the quality of educational system in
Croatia, cares for the development of national curriculum and also suggests and encourages participation of other beneﬁciaries, especially government
and local and regional bodies in preschool, primary
and secondary school by coordinating their work
(paragraph 89).
The Strategy of Education, Science and Technology
(2014) strives for complete, ﬂexible and eﬀective
educational system which connects all levels and
types of education into coherent unity based on
mutual values and goals taken from The National
Framework Curriculum (2014: 22). Accomplishing
optimal level of autonomy in educational system
demands higher autonomy of educational workers and institutions in making decisions about the
school curriculum and organization of teaching and
learning in school as a whole. Making of The Strat-

egy in Croatia arose from the changes in globalized
environment, but also from inner economic and demographic changes. Those circumstances demand
serious approach to education especially in creating
innovative society and economy adjustable to future
challenges. Moreover, the document of the European Commission about the strategic planning in
education (The Strategy of Education, Science and
Technology, 2014: 3) emphasises the need of acquiring basic knowledge and skills in Science, Technology, Engineering and Mathematics (STEM). Those
knowledge and skills help in life-long learning. Furthermore, it promotes education which encourages
individual development of every child, as well as
social equality and democratic values. It also helps
acquire new knowledge and skills necessary for successful adaptation to changeable living and working
conditions (2014: 49) and promotes partnership
between diﬀerent beneﬁciaries in local community.
The National Framework Curriculum for Preschool
Education and General Compulsory and Secondary School Education (2011) is an important document for planning and organizing teaching, and
constructing school curriculum. Description,
goals and expected student’s achievement as well
as description and goals of cross-curricular topics
help schools to connect school subjects, rationalise teaching and enrich learning with large choice
of extracurricular activities according to school’s
priorities and the needs of students and local community (2011: 16). The National Framework Curriculum (2011: 23) is a document which leaves the
didactic tradition, marks the course of education as
a process, and deﬁnes goals of education which imply the necessity of partnership between school and
local community. Furthermore, it raises awareness
of preserving material, spiritual, cultural and historical heritage of Croatia and its national identity.
Principles, written in The National Framework Curriculum are: pluralism, democratic decision making,
inclusion of all factors in creating and implementing
educational policy, school independence, teachers
and other beneﬁciaries as part of the school curriculum, freedom in selecting content, methods and
organization of instruction, pedagogical and school
pluralism, European dimension of education. Also,
curriculum approach, which is directed towards
competence development, seeks change in methods
and forms of work. Open didactical and methodical
systems, which provide students and teachers with
a choice of diﬀerent contents, methods and forms
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for achieving set goals are suggested. Finally, these
systems are interactive, open to dialog, and allow
individual learning and learning based on mutual
decision making of school and local community
(2011: 30). Analysis of legal legislation clearly shows
the importance of students’ entrepreneurial competencies in school activities and school openness
towards society and local community in line with
economic development and globalization.

4.2 Analysis of school curricula
The analysis of three primary school curricula shows
the following curriculum characteristics: a) shift
from content to the aim and result of education; b)
improving evaluation and self-evaluation system; c)
quality teaching orientation; d) orientation towards
students; e) independence and school development;
f ) professional competences and responsibility of
the teacher; g) local community support.
Moreover, the goals of the analysed school curricula
are the same in each analysed school and they are in
accordance with The National Framework Curriculum (2011). The goals of primary school curriculum
are: excellence; independent learning by using different approaches; life-long learning; cooperation,
tolerance and peaceful problem solving; positive
attitude towards healthy diet and physical activity
and also cooperation and partnership with the local
community. In conclusion, schools give importance
to the partnership with the local community and
they encourage it through projects, extracurricular
activities, visits, ﬁeld trips, charities etc.
The goals of secondary school curricula are deﬁned
by the primary purpose of the school (whether it
is grammar, vocational or art school). The goals of
a vocational school are: independent and life-long
learning, high scores on Matura, cherishing tradition and cultural heritage, positive stand towards
physical activity, responsibility towards school
property, cooperation with other schools in and
outside the country, good relationship with the public and promotion of the school in the media.
The goals of grammar school curriculum are connected with improving conditions for teaching science and mathematics and using ICT technology,
improving professional development of all participants as well as development of creativity, quality
and humanity.

160

On the other hand, art schools aim to develop a
unique school proﬁle which is based on arts and cooperation between students, teachers and the local
community. Emphasis is on developing educational
potential of each student and ﬁnding creative and
innovative solutions. One of the goals is acquiring key competences necessary for future life and
work, e.g. entrepreneurship and self-actualization.
In conclusion, the goals of primary and secondary
school curricula point out openness of schools towards the community and partnership with diﬀerent beneﬁciaries.
Students, teachers and other employees participate in the activities suggested by the school curriculum. Activities are implemented in diﬀerent
forms of teaching: additional classes, extracurricular activities, projects, ﬁeld trips and cultural
activities. It is important to emphasise that only
the activities in which the school cooperates with
the local community are taken into consideration.
There is a number of activities made by teachers
and students but without the inclusion of the local
community. Those activities were not taken into
account. Furthermore, curricula are diﬀerent in
size. Some have 35 pages (Third Grammar School),
while others have more than 170 pages (primary
school “Retfala”).
For easier analysis, primary schools have numbers
instead of names. Secondary schools are named
after the type of school not the actual name of the
school.
From Table 1 a disproportion of activities is evident.
School number 1 participates in 12 projects which
include the local community. Projects are diﬀerent, from developing the skills of cooperation and
tolerance, health and proper nutrition to entrepreneurial competences. The school participates in the
international project Eco School, which means cooperation with diﬀerent beneﬁciaries in Croatia but
also outside the country. Only this school states the
environmental drive of collecting old paper in the
curriculum and it also participates in charity work
of collecting groceries for the elderly and disabled in
cooperation with the Red Cross and Caritas. Also,
extracurricular teaching is sometimes connected
with visits and activities, which one school puts
under “visits”, whereas the other school puts them
under “extracurricular activities”. The school has
a music festival and also celebrates the Day of the
gifted students.
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Table 1 Analysis of primary school curriculum (Primary school 1)
Primary school 1

Projects

UNICEF-school without violence, Land without borders, Night of mathematics,
Noise pollution, Eratosthenes experiment, Children’s music festival, Dance of the 8th
grade, Reporters of better society, “Life without addiction, that’s the key”, “Healthy 5”,
“Children’s entrepreneurial camp”, collecting old paper

International projects

International Eco school

Humanitarian activities

Collecting groceries for the elderly and disabled

Extracurricular activities

Floral parade, Flying kites, animal store, Gloriamaris museum, volunteering groups

Visits/ﬁeld trips

Winter school of physics, DVD Retfala, Chemistry laboratory, Art gallery, Kopački rit,
Tikveš, Tvrđa, Vukovar, Museum of Slavonia, State archive, HNK, Trg Svetog Trojstva,
museum in Krapina, Hrvatsko Zagorje, Nature park Jankovac

Scientiﬁc conferences

Science festival, Brain days

Musical happenings

Music festival DO RE MI

Festivals

Day of the gifted students

Source: Authors’ research

School number 2 participates in three international projects and eight projects on the town
level. The school has an international status of Eco
School, while other projects deal with healthy diet
and ﬁght against discrimination and prejudice. The
school participates in charity work with the Association of Leukaemia Patients and the Animal shel-

ter. Also, the school is active in extracurricular activities in which it cooperates with HNK (Croatian
National Theatre), GISKO (library), Agriculture
Institute, representatives of the Jewish community
and 14 other beneﬁciaries. The curriculum states
nine ﬁeld trips.

Table 2 Analysis of primary school curriculum (Primary school 2)
Primary school 2
Projects

Book - my friend, Night of reading, Art and sport activities with the association Ivan
Štark, Grandparents in the classroom, Night of mathematics, Savings day, 2nd school
Laboratory, UNICEF-school without violence

International projects

International Eco school, “We Eat Responsibly”, “Šafran”

Humanitarian activities

School for Africa, collecting plastic corks for the Association of Leukaemia Patients,
Animal shelter in Nemetin

Extracurricular activities

Bus and railway station, GISKO, Museum of Arts, orchard Tovljač, Children’s Theatre,
HNK , ZOO, health institution, Eco group, Day without cars, Erdut, OPG Orlov put,
Jewish community, school choir, dissemination of knowledge of the Red Cross movement

Visits/ﬁeld trips

Retirement home, school in nature, Museum of Slavonia, Archaeological museum, Zagreb, museum in Krapina, castle Trakošćan, KD Lisinski, Vukovar

Scientiﬁc conferences

Science festival

Musical happenings

-

Festivals

“Bread Days - gratitude for the fruits of the earth”

Source: Authors’ research
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School number 3 does not participate in international projects, but it participates in nine projects
on town and county level. It also participates in
charity work and cooperates with the Red Cross.
In fact, this school stands out by the number of extracurricular activities (11) which include develop-

ment of language and entrepreneurial competences
but also working with photo equipment. Students
often go on ﬁeld trips (8 locations) and cooperate
with The Memorial Centre of Homeland War in Vukovar, curators, Museum of Slavonia, tour guides,
travel agencies, etc.

Table 3 Analysis of primary school curriculum (Primary school 3)
Primary school 3
Projects

Night of mathematics, Winter school of mathematics, Children’s week, Safe Internet
Day, CAP and Teen CAP program, “Healthy 5”, “Together we could do more”, “Living
healthy”, “Chemistry of food”

International projects

-

Humanitarian activities

Apple Day - giving apples to the Red Cross beneﬁciaries

Extracurricular activities

Music youth, solar house, young entrepreneurs, school choir, art group, school newspaper, Radio-group for German language, international German festival, ﬁrst aid, photo
group, book night

Visits/ﬁeld trips

Faculty of Architecture, farm, school in nature, Selce, Zagreb, Istria and Kvarner, Ecocentre Zlatna greda, Vukovar

Scientiﬁc conferences

Science festival

Musical happenings

-

Festivals

“Day of gratitude for the fruits of the earth”

Source: Authors’ research

Vocational school is active in all ﬁelds and participates in 13 projects. It also participates in two Erasmus+ international projects which enable students
to do internships abroad. Also, the school is active
in 14 extracurricular activities where the students
develop professional and entrepreneurial compe-

tences, and learn about the prevention of addiction
and abuse in relationships. They cooperate with
psychologists and medical staﬀ. Furthermore, the
school participates in public and cultural activities.
There are 29 diﬀerent activities to mark the most
important religious and cultural events.

Table 4 Analysis of secondary school curriculum (Vocational school)
Vocational school

Projects

Decade of safe Internet, Letter party, “Start moving and change the world”, “3D future
factory”, “Overview of the system of intelligent management to increase energy eﬃciency
in Ireland”, “Just like Leonardo”, Project citizen, Say NO to drugs, Living life without
violence, Violent behaviour in family –what now?, “From knowledge to equality”, Peacemaker, cycling tour Osijek – Tikveš – Kopački rit

International projects

“Practice in EU leads to new knowledge and skills”, Erasmus+ KA1 workshops “Be employable”

Humanitarian activities

Humanitarian actions with the Red Cross, voluntarily donating blood, Volunteer club
“EMŠA”

Extracurricular
activities

Workshop on culture, young archaeologists, visiting theatre and living library, Art club,
Entrepreneurship-start your own business, practice ﬁrm, VTT-Firm Osijek, INFOKUPinformatics basics, Eco club, sport society “KUNE”, addiction prevention, addiction and
misuse of drugs, individual student, teacher and parent counselling, workshops on violence prevention in relationships
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Vocational school
Visits/ ﬁeld trips

School of skiing, visiting school in Budapest

Public and cultural
activities

International language day, Peace day, “Croatia is volunteering”, international music day,
Teacher’s day, Independence day, Tie day, Bread days, international library day, Halloween, Memorial day, 100 years of Eugen Ionesco birth, Advent, Christmas, Human rights
day, Valentine’s day, Lent, Planet Earth day, International day of writing letters, Easter, All
Saint’s Day, Vukovar Remembrance Day, International day against violence to women,
International day against drug abuse, World AIDS day, Darwin’s day, Palm Sunday, Carnival, International day against alcohol abuse

Cooperative

-

Source: Authors’ research

When it comes to the analysis of secondary school
curricula, grammar school stands out for not having
a classical curriculum but a curricular plan from the
school year 2013/2014 to the school year 2017/2018.
Therefore, grammar school gives the least data, only

participation in 3 projects on town level, 3 charities,
3 extracurricular activities, 4 ﬁeld trips and 2 cultural activities. There are no international projects
mentioned in the curriculum.

Table 5 Analysis of secondary school curriculum (Grammar school)
Grammar school
Projects

Month of the Croatian book, professional guidance, programmer day for girls “Girl,
you are for IT”

International projects

-

Humanitarian activities

Volunteer day, Humanitarian Christmas/Easter market

Extracurricular activities

Music, Italian and French workshops, ACSL programming

Visits/ ﬁeld trips

Arts - research work, school day trip, museum, theatres

Public and cultural
activities

Drama group, Christmas concert

Cooperative

-

Source: Authors’ research

Art school leads 16 local projects and 1 international project (“Harmony of professions”). Humanitarian spirit is present in the curriculum through
4 creative activities such as painting the walls of

Paediatric department in the hospital and in kindergarten “Cvrčak”. Also, the school runs students’
cooperative “Lud”.

Table 6 Analysis of secondary school curriculum (Art school)
Art school

Projects

3D, 4RAZ, BE BETTER, Brain week 2016, Life-long learning week, Workshop: macramé, Cambridge English Reader, Christmas Cracker, quiz about Germany, THE SPECTRE OF COMMUNISM, ADDRESSING SENSITIVE TOPICS IN THE ENGLISH
CLASSROOM, School volunteering, Drawing school in Osijek, Preserving Slavionian
arts, Peacemaker, Knowledge is pleasure, Prevention of the Internet violence

International projects

Harmony of professions

Humanitarian activities

Students’ art initiative, painting the walls of Paediatric department and kindergarten
“Cvrčak”, Drava is ﬂowing, Osijek is ﬂowing, volunteering
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Art school
Extracurricular activities

Ceramists, Living library, Humanization of school environment, sport club ARTOS,
group for making clothes

Visits/ ﬁeld trips

Zagreb and Vukovar, CINESTAR, Cro a Porter, Zagreb, masonry workshop

Public and cultural activities

Cultural activities of the library, Science festival, Brain week

Cooperative

“LUD”

Source: Authors’ research

Of all six analysed schools only the art school has
a student cooperative which shows that teachers
and the school encourage entrepreneurial spirit and
prepare students for professional and art work. Parents and the wider local community also participate
in the activities of the cooperative. Goals of the student cooperative are: develop working habits, creativity, innovation, entrepreneurship and cooperation; enable acquisition and knowledge application,
as well as developing abilities necessary for work organization; developing awareness of environmental
protection; application of contemporary scientiﬁc,
technical and technological achievements.

4.3 Comparison of the results of analysis of primary and secondary school curricula
Comparison of primary and secondary school curricula shows that secondary schools participate
in more projects (primary schools 33, secondary schools 35). Primary schools participate in 4
and secondary schools in 3 international projects.
Moreover, secondary schools participate in more
humanitarian activities (10) than primary schools
(5). Both primary and secondary schools participate in high number of extracurricular activities
(primary school 13, secondary school 22). Primary
schools lead in the number of visits and ﬁeld trips
(primary schools 32, secondary schools 14). Secondary schools cooperate with more beneﬁciaries
(128) while primary schools cooperate with 81 beneﬁciaries. Activities and types of cooperation are in
line with students’ age, planned learning outcomes
and the goals of school curriculum.
Evaluation is one of the key components of the
school curriculum. Each activity is followed by a
matching type of evaluation. In primary school
there are presentations, evaluation papers and discussion. In secondary school there are the abovementioned evaluations but also self-evaluation.
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Results of this research show that the number of
extracurricular activities is on the rise in secondary school (from 13 in primary to 22 in secondary school). This data also points out the initial
development of entrepreneurial competences
in primary school conﬁrming previous research
(Sedlan-König, 2013) which has proven that university students who participate in extracurricular
activities are more likely to show entrepreneurial
spirit and start their own business. Furthermore,
the number of projects made in cooperation with
local community is rising in secondary school and
in all of these activities students develop entrepreneurial competences. It is important to include even
more activities in school curriculum. Moreover, the
results correspond to previous research (Jokić et
al., 2007) which states that students did not have a
chance to visit any company. None of the six schools
planned in their curriculum a visit to a company
where students could experience ﬁrst-hand how a
business organization functions.
In conclusion, the ﬁrst hypothesis was not conﬁrmed due to new ﬁndings that secondary schools
cooperate more frequently with the local community than primary schools (128 beneﬁciaries for
secondary school and 81 for primary school). The
second hypothesis was conﬁrmed, which means
that primary and secondary schools are signiﬁcantly diﬀerent in the types of activities with the
local community. Primary schools participate in
more international projects, ﬁeld trips and visits,
while secondary schools participate more in local,
humanitarian and national projects and extracurricular activities.

5. Conclusion
The comparison of primary and secondary school
curricula shows openness to partnership with the
local community and development of entrepre-
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neurial spirit. Primary schools participate in more
international projects, ﬁeld trips and visits, while
secondary schools participate in more local and
national projects, humanitarian and extracurricular activities. The analysis indicates that secondary
schools develop partnerships with a higher number
of beneﬁciaries (128) than primary schools (81). It
is necessary to encourage interaction of the school
with the local community, especially in social,
economic and cultural activities as a possibility of
presenting the school to the local community and
recognising the local community in partnership
with school. Based on the presented results, the
following recommendations can be made. Further
research is necessary, especially the implementation and comparison of research in diﬀerent parts
of Croatia on a larger sample of schools and conducting action research including ﬁrms and entre-

preneurs to encourage the development of entrepreneurial competences in school. Also, research
on teachers’ attitudes towards entrepreneurial competences and satisfaction with cooperation with the
local community could be the next step.
Adaptability and competitiveness of developed societies are connected with the inclusion of the local community in a number of diﬀerent activities
and life-long learning in educational institutions.
Students’ participation in diﬀerent activities (volunteering, internship, projects, etc.) raises their competences, but also requires new methods and conditions of learning. Contemporary school is open to
change and innovations in harmony with the development of society, economy, science and technology which enables adequate level of autonomy of
teachers, principals, school and other educational
workers.
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PARTNERSTVO S LOKALNOM ZAJEDNICOM
U ŠKOLSKOM KURIKULU ZA POTICANJE
PODUZETNIČKIH KOMPETENCIJA
Sažetak
Prepoznatljivost škole ogleda se u školskom kurikulumu i obilježjima nacionalnoga kurikula kojima se planira i organizira prepoznatljiv odgojni i obrazovni rad te aktivnosti. Svrha je rada dati teorijski i zakonsko
zakonski okvir te rezultate analize školskih kurikula triju osnovnih i triju srednjih škola. U istraživanju
je korištena metoda rada na dokumentaciji. Temeljna područja školskog kurikula čine učinkovitost škole,
proces učenja i poučavanja, školski menadžment, profesionalnost nastavnika te ciljeve i strategije razvoja kvalitete. Svaka škola donosi kurikul koji je usklađen s njezinim optimalnim mogućnostima i zahtjevima nacionalnoga kurikula. Školskim se kurikulom planira suživot učenika, učitelja, roditelja, školskoga
menadžmenta i lokalne zajednice. Partnerstvo škole i lokalne zajednice smanjuje međusobne razlike, socijalizira i inkulturira sudionike, potiče razvoj poduzetničkih kompetencija te je poželjno da kulturni, gospodarski i društveni događaji, u kontekstu pedagoških vrijednosti, imaju svoje mjesto u radu škole. Rezultati analize važeće legislative pokazuju potrebu uvođenja i razvoja poduzetničkim kompetencija u školama.
Pregledom dosadašnjih istraživanja uočava se da 76,2% učitelja i nastavnika smatra kako je poduzetništvo
kao kompetenciju potrebno uvesti u škole (Jokić i dr., 2007). Poduzetničke kompetencije razvijaju se putem
aktivnosti suradnje s lokalnom zajednicom u školskom kurikulu. Analiza školskih kurikula ukazuje na
potrebu povećanja broja takvih aktivnosti (iznannastavnih aktivnosti, projekata i sl.).
Ključne riječi: škole, školski kurikulum, poduzetništvo, suradnja, lokalna zajednica
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DO GOVERNMENT EXPENDITURES
AND TRADE DEFICITS AFFECT EACH
OTHER IN THE SAME WAY?
EVIDENCE FROM TURKEY
Abstract
The purpose of this study is to determine the causality between trade deﬁcits and government expenditure for the Turkish economy in diﬀerent time horizons and in the case of diﬀerent shock types between
year 1987 and 2014. By doing so, we aim to understand whether the twin deﬁcit hypothesis is valid in the
Turkish economy or whether government expenditures have more ability to cause the movements of trade
deﬁcit. To do this, we employ asymmetric causality test developed by Hatemi-J (2012) and Hatemi-J and
Roca (2014) and rolling windows causality test developed by Balcilar et al. (2010) methods. Results obtained
from all tests imply that there is a bi-directional causality between variables. Diﬀerent from other causality analysis, asymmetric causality analysis results indicate that an increase in government expenditures
reduces trade deﬁcit contrarily to existing literature. This means twin divergence hypothesis might be valid
in the Turkish economy instead of twin deﬁcit hypothesis.
Keywords: Asymmetric causality, government expenditures, trade deﬁcit, twin divergence hypothesis

1. Introduction
The conventional view about trade deﬁcit claims
that the source of deﬁcit in trade is deﬁcit in governments’ budget and together they are called twin
deﬁcit hypothesis. The eﬀect of budget deﬁcit on
trade deﬁcit can be explained by components of
the budget. These are government expenditures

and taxes. Standard economic reasoning suggests that government borrowing decreases the
domestic supply of funds available to ﬁnance new
investments, which leads to an inﬂow of funds
from overseas. In short, budget deﬁcit may well
produce trade deﬁcits (Bernheim, 1988). On the
other hand, the validity of twin deﬁcit hypoth-
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esis is questioned by diﬀerent economists yielding
some diﬀerent results. According to another point
of view, the causation linkage is between government expenditures and trade deﬁcit rather than
budget deﬁcit. Mankiw (2006), Elwell (2008) and
Kayhan et al. (2013) indicate that an increase in
government expenditures rather than budget deﬁcit might induce a trade deﬁcit. In short, there is a
uni-directional causality running from increasing
government expenditures to increasing trade deﬁcit and the main reason of increasing trade deﬁcit
is the increasing government expenditures, not
budget deﬁcit. Moreover, Kim and Roubini (2008),
Muller (2008) and Blanchard and Perotti (2002)
prefer to use ‘twin divergence’ instead of ‘twin
deﬁcit’ hypothesis and claim that the correlation
between binary variables is negative, an improvement in trade balance worsens the other or vice
versa. Interestingly, they explain the convergence
relation between ﬁscal policies and trade deﬁcit via
government expenditures.
The case of Turkey in last ﬁfteen years might support some Mankiw (2006) and Elwell’s (2008) implications and Kim and Roubini’s (2008) claims. High
budget deﬁcit and trade deﬁcit problems were the
main concerns which the Turkish government had
to deal with in the last decades of the 20th century for
the Turkish economy. The Turkish economy has experienced high trade deﬁcit problem since the year
that export-led growth model has been put into application in the economy, which was after 1980. The
deﬁcit in the current account has not been closed
for more than thirty ﬁve years. While the government’s high debt rate is a big problem for economic
stability, existing high trade deﬁcit problem raises
another question, namely whether budget deﬁcit is
responsible for trade deﬁcit. The case of the Turkish economy was interpreted as an indicator of twin
deﬁcit hypothesis in the economy by Akbostanci
and Tunc (2002), Gunaydin (2004), Unsal (2006),
Sever and Demir (2007), Celik et al. (2008), Erdinc
(2008), Acaravci and Ozturk (2008), Gok and Altay
(2007), and Yaprakli (2010).
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The validity of twin deﬁcit hypothesis has begun to
be discussed after the success of “Transition Program into a Powerful Economy” implemented by the
ruling government, which included essential modiﬁcations such as independence of the central bank,
implementing ﬁscal discipline and privatization of
public production. Just after the crisis of 2001, the
budget imbalance problem was solved by ensuring
ﬁscal discipline. The rate of budget deﬁcit to gross
domestic product (hereafter, GDP) was 16% in 2001
when the crisis occurred, whereas it was only 1.7%
in 2005. But, despite the improvement in the balance of government budget, the current account
deﬁcit is still an important issue for the economy.
The trend of trade deﬁcit during these years has
been upward. The data published by the Statistical Institute of Turkey show that, after the crisis in
2001, the gap between export and import was only
10 billion U.S. dollars, whereas it was almost 106
billion U.S. dollars in 2011. It grew tenfold in ten
years.
As before, the context of economic program applied to the Turkish economy caused government
expenditures to increase. According to the data obtained from the Ministry of Finance, government
expenditure was only 46.7 billion Turkish Lira and it
reached 230 billion Turkish Lira in ten years. If Figure 1 is considered, the ratio of government expenditures to GDP has also increased over the years.
Increasing government expenditures and higher
current account deﬁcit indicate possible relationship between them.
In the light of these explanations, the main aim of
this study is to determine causation linkage between government expenditures and trade deﬁcit
in the Turkish economy between years 1987 and
2014. Figure 1 indicates a possible reverse causality
between variables and that situation brings up the
following question: is there a divergence among the
variables?

God. XXX, BR. 1/2017. str. 169-180

UDK: 336.14(560) / Preliminary communication

Figure 1 Movement of Ratio of Government Expenditures and Trade Deﬁcit to GDP
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Source: Own Calculation via Eviews

The contribution of this study is twofold. First of all,
by exploring the relationship between government
expenditures and trade deﬁcit, we will be able to
understand the role of government in the current
account deﬁcit problem and we will investigate the
validity of twin divergence hypothesis suggested by
Kim and Roubini (2008). The results might give important policy implications in employing expenditure instruments of the ﬁscal policymakers.
Another contribution of the study is about the
econometric methods employed in the study. While
conventional causality analyses do not give information about the term of causality or the existence
of causality in the case of positive and/or negative
shocks, Roca and Hatemi-J causality test permits
to analyze eﬀects of positive and negative shocks
separately. This might yield important results due to
stickiness in economic variables. This will result in
a positive shock when an economic variable aﬀects
another one or a negative shock if the former variable does not aﬀect the latter. By doing so, it will be
possible to test the validity of twin divergence hypothesis by employing causality analysis methods.
On the other hand, frequency domain causality
analysis permits to ﬁnd causality in diﬀerent time
periods and it might be useful for investigating relations between economic variables. Rolling windows
causality analysis also provides exact dates when the
causation linkage occurs.
In the next section, the theoretical framework on
the relations between government expenditures

and trade deﬁcit will be described. In the third section econometrical methodology is given. Empirical
results are presented in the fourth section. In the
conclusion section, empirical results are interpreted
and policy implications are presented.

2. Theoretical Background
Theoretically economists explain the relation between budget deﬁcits and trade deﬁcits via diﬀerent ways. First of them is Elwell’s (2008) well-known
saving – investment identity approach, which indicates that the diﬀerence between export and import
equals to the diﬀerence between savings and investments plus diﬀerence between taxes and government spending. An increase in government spending would induce an increase in trade deﬁcit. On the
other hand, the absorption approach identiﬁes the
trade balance as the diﬀerence between the national
income and domestic expenditures. The domestic
expenditures are made by private sector and also
government. According to the Mundell–Fleming
model and IS – LM model, in an open economy, an
increase in government expenditures would aﬀect
aggregate demand positively and induce a shift in IScurve. The shift triggers an increase in equilibrium
interest rate level. High interest rate would cause net
capital inﬂow from abroad and result in appreciation
of the nominal exchange in the context of Mundell–
Fleming model. Appreciated nominal exchange rate
would adversely aﬀect net exports due to overvalued
domestic currency by cheapening import goods and
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making expensive export goods. While the volume
of import increases, the export volume moves in the
opposite direction and decreases, so the trade deﬁcit
occurs (Kayhan et al., 2013).
There is a diﬀerent point of view indicated by Blanchard and Perotti (2002). According to Blanchard
and Perotti (2002), a temporary increase in government spending depreciates the nominal exchange
rate, appreciates the terms of trade and increases
net exports. The results show that there is a causation linkage between government expenditures and
trade deﬁcit running from government expenditures to trade deﬁcit, but in the case of worsening
budget deﬁcit, trade balance would increase. This
is diﬀerent from conventional relationship between
the public’s role in the economy and trade balance,
explained in the context of twin deﬁcit hypothesis.
Kim and Roubini (2008) call the situation in the U.S.
economy as ‘twin divergence’ instead of ‘twin deﬁcit’. This is because they could not ﬁnd any positive
correlation between deﬁcits and they explain the relation via endogenous movements of budget deﬁcit
and current account. According to them, during the
recession, output falls and ﬁscal balance worsens.
At the same time, the current account would improve when the fall in output leads to a fall in investment that is sharper than the fall in national savings.
Therefore, the current account can improve as the
ﬁscal balance worsens (Kim, Roubini, 2008).

3. Literature Review
In initial studies, the imbalance in current account
was explained via budget deﬁcits implying that increasing budget deﬁcit induces trade deﬁcits in an
open economy. Darrat (1988), Bahmani-Oskooee
and Payesteh (1994), Abell (1990), Rosenweigh and
Tallman (1993), Vamvoukas (1997), Fidrmuc (2003),
Pattichis (2004), Saleh et al. (2005), Baharumshah
and Lau (2007) and Bagheri et al. (2012) support
the twin deﬁcit hypothesis in the international literature.
In latter studies, Mankiw (2006) and Elwell (2008)
explain the relation between government expenditures and trade deﬁcit by using a well-known saving – investment identity approach. On the other
hand, Müller (2008) claims that an increase in government expenditures would appreciate the terms
of trade and trade balance as indicated before by
Blanchard and Perotti (2002) and Kim and Roubini
(2008).
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There are few studies investigating existence of twin
deﬁcit hypothesis in the Turkish economy. A signiﬁcant number of the studies support the conventional view implying the relationship running from
budget deﬁcits to trade deﬁcits. These studies employ mainly VAR-based methods such as Granger
causality and/or impulse – response functions as
well as co-integration methods. None of them employs a method which takes asymmetric causation
linkage into account.
Akbostanci and Tunc (2002), Acaravci and Ozturk
(2008) support the hypothesis in the long run while
Gok and Altay (2007) and Yaprakli (2010) ﬁnd that
the causality is valid in the short run. Furthermore,
Gunaydin (2004), Unsal (2006), Sever and Demir
(2007), Celik et al. (2008) and Erdinc (2008) report
similar ﬁndings for the Turkish economy. On the
other hand, there are a few studies implying Ricardian equivalence hypothesis. Bilgili and Bilgili
(1998), Kustepeli (2001) and Arican (2005) support
Ricardian equivalence hypothesis for the Turkish
economy.
There are also a few studies ﬁnding bi-directional
causality between budget deﬁcits and trade deﬁcits
in the Turkish economy. Ata and Yucel (2003), Ay
et al. (2004), Utkulu (2003) and Barisik and Kesikoglu (2006) conclude that the feedback hypothesis is
valid in the economy. Finally, Yay and Tastan (2007)
support this view.
As can be seen, there is no consensus among studies
about the relationship between deﬁcits in the literature examining the Turkish economy. Results vary
among the studies due to methodology, time span,
frequency of analysis and data sources. Although
the results obtained from studies examining the relationship between government expenditures and
trade deﬁcits imply uni-directional causality running from government expenditures to trade deﬁcits in the international literature, the causality has
not been examined for the Turkish economy yet.

4. Methodology
4.1 Hatemi J (2012) - Hatemi J and Roca (2014)
Asymmetric Causality
Asymmetric causality test separates the potential
causal impact of the positive shock from the negative ones. This is an important issue to take into account because the reaction of economic variables to
positive shocks is diﬀerent from negative ones. In
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order to describe the asymmetric causality test in a
simple way, Hatemi-J and Roca (2014) concentrate
on a bivariate case.
Consider that P1t and P2t are two co-integrated variables (Hatemi-J, Roca, 2014)
t
  P  
P P
1t 1t 1 1t 1,0  1i
i 1

(1)

and
t
  P  
P P
2t 2t 1 2t 2,0  2i
i 1

t is
 ,

1i 2i

(2)

t=1,2,…,T, P1,0 and P2,0 constant terms,
iid (0,  2 ) . Positive and negative changes




in each variables are 1i  max(1i , 0) ,  2i  max( 2i , 0)


, 1i  min(1i , 0) and  2i  min( 2i , 0) , respectively. We




estimate results as 1i  1i  1i and  2i   2i   2i . So,
t

t

i 1

i 1

t

t

i 1

i 1

P1t  P1t 1  1t  P1,0   1i   1i

(3)

P2t  P2t 1   2t  P2,0    2i    2i

(4)

The accumulation of positive and negative shocks
t
t
t
in each tvariable are P1t   1t , P1t   1t , P2t    2t
i 1
i 1
i 1


and P2t    2t , respectively (Hatemi-J, Roca, 2014).
i 1
Pt   ( P1t , P2t ) vector is used in order to test causation linkage between positive shocks. We denote
the vector as stated below with lag k in a VAR (L)
model.
Pt   v  A1 Pt 1  A2 Pt  2  ...  AL Pt  k  ut

(5)

In the equation above, v is 2 x 1 vector of constant
variables, ut is 2x1 vector of error terms where positive shocks take place, Ar is 2x2 parameter matrix
and r=1,2, …, k (Hatemi-J, 2002; 451). Optimal lag
length is identiﬁed by test statistics developed by
Hatemi-J (2003, 2008).
ˆ )  k 2T 1 (m 2 InT  2mIn( InT ))
HJC  In( 
f
ˆ

f

(6)

denotes error terms co-variance matrix in the
case lag length k, m denotes equivalence number in
vector autoregressive (hereafter, VAR) model and T
is sample size (Hatemi-J, Roca, 2014). Null hypothesis is determined as kth column and jth row of Ar
matrix equals to zero. Detailed Wald statistics are

available in Lütkepohl (2005). If the test statistics
are bigger than critical values, the null hypothesis
which implies non-causality is rejected.

4.2 Balcılar et al. (2010) Bootstrap Rolling Window Causality
Balcilar et al. (2010) apply corrected likelihood ratio
(LR) causality test based on residual based bootstrap method. LR Granger causality test based on
bootstrap process employs VAR (p) model with two
variables and t=1,2,…,T;
yt   0  1 yt 1  ...   p yt  p   t

(7)

In equation 7,  t  (1 ,  2 ) iid (0,  ) with nonsingular
covariance matrix  . Optimal lag length is identiﬁed
by AIC. yt   y1t , y2t 2 x1 is matrix and VAR(p) model
can be identiﬁed as:
2

 y1t  10  11 ( L)
 y       ( L)
 2t   20   21

12 ( L)   y1t  1t 

22 ( L)   y2t   2t 

(8)

p

ij ,k Lk and i,j=1,2. Also we
In equation 8, ij ( L)  
k 1
identify lag operator as Lk xt  xt k . The null hypothesis of the test is y2t does not Granger cause of y1t
while 12,i  0 . Balcılar et al. (2010) use rolling window Granger causality based on modiﬁed bootstrap process developed by Koutris et al. (2008) and
Shukur and Mantalos (2000) in order to solve problems because of sample size and possible structural
changes in variables. In this case;:

Y : ( y1 , y2 ,..., yT )

2xT

B : ( 0 , 1 ,..., T )

(2x(2p+1))

ZT : (1, yt , yt 1 ,..., yt  p 1 )

((2p+1) x 1)

Z : ( Z 0 , Z1 ,..., ZT 1 )

((2p+1) x T)

 : (1 ,  2 ,...,  T )

(2xT)

 0 is constant term and t is t=1,2,…,T. We estimate
VAR (p) model by estimating B in Y  BZ   model
using least squares estimation. By using error terms
U of the unconstrained model and error terms
 R of the constrained model, cross products are
SU  U U and S R   R  R . The test statistics are

LR  (T  k )In(
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T denotes the number of observation, k=2x(2p+1)+p
denotes the correction term in small samples and p
denotes lag length of VAR model. After the calculation of test statistics, we obtain Y *  BZ *   * regressions by employing OLS error terms ( R   R ) . The
number of calculated LR* probability value is Nb .
In the last phase, in addition to applying to the full
sample, we repeat the above steps for the rolling
sub-sample t    l  1,  l ,..., l ,   l , l  1,..., T where l is
the size of the Rolling window.

5. Data
In this study, we employ the ratio of trade deﬁcit to
GDP in order to measure real change in trade deﬁcit (hereafter, TD) and government expenditures to
GDP (hereafter, GE) to see real change in government expenditures. We employ trade deﬁcit data
and government expenditures in order to measure
real eﬀect of public spending as used by Müller
(2008), Mankiw (2006) and Elwell (2008).
We employ the gap between import and export data
in order to measure trade deﬁcit and government
expenses in budget of central government data in
order to measure expenditures of government.
While trade deﬁcit is standard data, the deﬁnition of

government expenditures covers diﬀerent expense
items. So we employ the largest deﬁnition covering
all government expenditures relating to existing literature. Although application of export-led growth
model has started by the beginning of 1980s and
trade deﬁcit problem has occurred in the beginning
of 1980s, absence of data until 1987 shortened the
time period we analyzed. So the analysis contains
quarterly data for the period 1987 to 2014. We obtained the data from the statistical database of the
International Monetary Fund, namely the International Financial Statistics database.

6. Empirical Results
In this section, we summarize the statistical investigation results. According to descriptive statistics
presented in Table 1, volatility value in TD is higher
than others. Also the skewness parameter showing
asymmetry in distribution of possibility indicates
that GE is skewed to the left and TD is skewed to
the right. According to Kurtosis coeﬃcient, GE is
steep and TD is ﬂattened. Jarque – Bera (JB) test
also indicates that GE is not distributed normally
and TD is distributed normally.

Table 1 Descriptive Statistics of Variables
Variables

Mean

Maximum

Minimum

Standard
Deviation

Skewness

Kurtosis

JarqueBera
11.531

GE

0.121

0.154

0.070

0.019

-0.750

3.510

(0.003)
0.397

TD

-0.059

0.005

-0.119

0.025

0.100

2.784

(0.819)

Note: Numbers in parenthesis indicate probability value.
Source: Own Calculation via Eviews

In order to obtain stationary, the estimated statistical value of series of yt must be bigger than
MacKinnon (1996) table value. According to the
augmented Dickey Fuller (ADF, hereafter) (1981)
and Phillips Perron (PP, hereafter) (1988) unit
root test results presented in Table 2, variables
are stationary in level. In VAR model, variables
are employed in level value of variables. Accord174

ing to Zivot-Andrews (1992) unit root test which
takes structural breaks into account, GE variable
has structural break in 2000:Q4. The results indicate the crisis period for the Turkish economy. The
ﬁnancial crises in November 2000 and February
2001 had resulted in the recession of the economy
and new ﬁscal policy applications in order to expand the economy.
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Table 2 Augmented Dickey Fuller (1981) and Phillips Perron (1988) Linear Unit Root Tests and ZivotAndrews Unit Root with Structural Break Results

Level

ADF

PP

ZA

-3.382 (0)

-3.318 (6)

-6.0534 (3)

[0.013]**
-2.268 (1)

[0.016]**
-2.595 (15)

[0.183]
-3.385 (0)

[0.096]***
-3.860 (6)

[0.015]**
-3.467 (0)

[0.017]**
-3.371 (0)

[0.048]**

[0.060]***

-10.129 (0)

-13.048 (18)

[0.000]*
-13.498 (0)

[0.000]*
-14.098 (13)

[0.000]*
-10.083 (0)

[0.000]*
-12.908 (18)

[0.000]*
-13.464 (0)

[0.000]*
-14.101 (14)

[0.000]*

[0.000]*

Variables
GE

Constant
TD
GE
Constant+Trend
TD

Model A

2000:Q4*
-4.1597 (7)
1997:Q2
-6.3923 (3)

Model C

2000:Q4*
-4.3651 (4)
1994:Q1

First Diﬀerence
GE
Constant
TD
GE
Constant+Trend
TD

Notes: *.** and *** denotes 1%, 5% and 10% signiﬁcance levels of unit root, respectively. Numbers in square brackets
indicate probability value. Numbers in round brackets indicate lag numbers.
Source: Own Calculation via Eviews
Critical values for Model A in Zivot – Andrews test is -5.34 and -4.80, respectively. For model C it is -5.57 and -5.08,
respectively. For the ADF test: * shows the results of Dickey Fuller test in the case of zero lag length and lag length chosen
due to SIC criteria.** For the ADF test the MacKinnon (1996) critical values for with constant -.3.485. -2.885. -2.579 at
the 1%, 5% and 10% levels. The critical values for with constant and trend -4.035. -3.447 and -3.148 at the 1%, 5% and
10% levels, respectively.
For the PP test: *Values in the parenthesis show bandwidths obtained according to Newey-West using Bartlett Kernel
criteria. ** For the PP test MacKinnon (1996) critical values for with constant -3.483. -2.884. -2.579 at the 1%, 5% and
10% levels. The critical values for with constant and trend -4.033. -3.446 and -3.148 at the 1%, 5% and 10% levels,
respectively.

To test asymmetric causality, we employ Hatemi-J
(2012) and Hatemi-J and Roca (2014) asymmetric
causality test. Results in Table 3 show that there
is bi-directional causality between trade deﬁcit
and government expenditures. Causation linkage
running from trade deﬁcit to government expenditures is valid for both positive and negative shocks.
It means that an increase in trade deﬁcit would increase government expenditures and a decrease in
trade deﬁcit would decrease government expenditures. Although these results are both signiﬁcant
economically and statistically, statistical signiﬁcance level is low. Another important implication

is that in the case of negative shock in trade deﬁcit
the government expenditures would increase. The
result is signiﬁcant in 1% level. In this regard, it
is possible to say that government increases the
expenditures in order to stimulate the economy
in the case of decreasing trade deﬁcit. Decreasing
trade deﬁcit means the private sector is slowing
down the production. Because the production type
of the Turkish economy is dependent on imported
raw materials, this aﬀects investment properties.
In this case government has to implement Keynesian ﬁscal policies by increasing government purchases.
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Table 3 Hatemi-J and Roca (2014) Asymmetric Causality Test Results
The Direction of Causality

(TD)+≠> (GE)+

(TD)+≠> (GE)-

(TD)-≠> (GE)-

(TD)-≠> (GE)+

(GE)+≠>(TD)+

(GE)+≠>(TD)-

(GE)-≠>(TD)-

(GE)-≠>(TD)+

MWALD

1% Bootstrap
Critical Value

5% Bootstrap
Critical Value

10% Bootstrap
Critical Value

9.348

5.639

3.917***

10.016

5.456

3.749

11.984

7.260

5.342

11.162

7.160**

5.696***

10.326

5.796

4.056*

12.612

8.070

5.732

10.310

5.903

3.933

9.683

5.544

3.707

4.538
(0.033)**
0.699
(0.403)
3.190
(0.074)***
10.017
(0.002)*
4.088
(0.043)**
4.846
(0.028)**
2.143
(0.143)
0.458
(0.499)

Note: ≠> denotes that the null hypothesis which implies there is no causality. Values in parentheses indicate asymptotic probability values. *, ** and *** denote signiﬁcance levels 1%, 5% and 10%, respectively. The number of bootstraps is 10.000.
Source: Own Calculation via Eviews

On the other hand, causation linkage running from
government expenditures to trade deﬁcit is valid
only in the case of positive shocks in government
expenditures similar to causation linkage running
from trade deﬁcit to government expenditures.
So, while an increase in government expenditures
would increase trade deﬁcit, a decrease in government expenditures would not induce a decrease in
trade deﬁcit. Another interesting result from the
analysis is this: an increase in government expenditures would decrease trade deﬁcit. This ﬁnding is
in line with Müller (2008), Kim and Roubini (2007)
and Blanchard and Perotti (2002). Results of asymmetric causality test support the existing literature partially. In contrast with the existing studies,
analyses results indicate an asymmetric relation and
176

therefore twin divergence may be valid in the second case.
According to Balcilar et al. (2010) rolling windows
causality test, there is a bi-directional causality between variables. Results of the test are presented
in Figure 2. The uni-directional causality running
from government expenditures to trade deﬁcit is
valid between years 2009:Q2 and 2006:Q1. On the
other hand, causation linkage from trade deﬁcit to
government expenditures is valid between years
2009:Q2 and 2010:Q2, 2011:Q4 and 2012:Q1 and in
2010:Q4. Results also support asymmetric causality
and frequency domain causality analyses. Results
of rolling windows causality analysis support the
literature which indicates bi-directional causality
between variables.
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Figure 2 Balcilar et al. (2010) Bootstrap Rolling Window Causality Test Results
1
0.8
0.6
0.4
0.2
0

Source: Own Calculation via Eviews

7. Conclusion
The conventional view indicates that budget deﬁcit
is the main source of trade deﬁcit in an economy.
Despite existing literature for the Turkish economy claiming the validity of twin deﬁcit hypothesis, trade deﬁcit is still high, although the budget
deﬁcit remains low. The situation brings to mind
questions such as ‘Is there any other source of
trade deﬁcit and are government expenditures the
main source of trade deﬁcit in Turkey or not?’ and
‘Which hypothesis is valid in the Turkish economy: twin divergence or twin deﬁcit hypothesis?’. In
this regard, we employed recently developed causality analysis methods in order to ﬁnd causality
in diﬀerent terms, in diﬀerent shock types and to
examine exact dates.
All test results support bi-directional causality between government expenditures and trade deﬁcit
between years 1987 and 2014. The rolling windows
causality analysis ﬁnds that causality running from
trade deﬁcit to government expenditures is valid
between years 2009:Q2 and 2010:Q2, 2011:Q4 and
2012:Q1 and in 2010:Q4. Reverse causality is valid
between 2006:Q1 and 2009:Q2. The dates with unidirectional causality running from trade deﬁcit to
government expenditure conﬁrm that, especially after the global crisis, trade deﬁcit is the main source
of increase in government expenditures. On the
other hand, this might be interpreted as a government policy in order to stimulate economy.
The asymmetric causality analysis also conﬁrms
that there is a bi-directional causality between vari-

ables. Results imply that a positive shock in both
variables aﬀects the other one positively. However,
a negative shock in trade deﬁcit increases government expenditures. This result implies that a slowdown in private sector would be compensated by
the government. On the other hand, an increase in
government expenditures would induce a decrease
in trade deﬁcit and this is an indicator of the validity of twin divergence. So the deﬁcit in the current
account and budget in the Turkish economy would
not move symmetrically when government expenditures increase. Government expenditures will
depreciate the national currency and this would increase the amount of export and reduce the amount
of imported goods. This might be the reason why
the initial studies investigating the Turkish economy fail to ﬁnd results supporting the twin deﬁcit
hypothesis.
As a result, this study shows that the government
expenditure variable is more useful to explain trade
deﬁcits in the Turkish economy. Findings also imply that government expenditures might be used to
stimulate the economy, especially after the global
ﬁnancial crisis. By doing so, we imply that the ruling
Turkish government has been applying the Keynesian economy policies in the last decade. On the
other hand, results give some hints about the validity of the twin divergence hypothesis in the Turkish
economy. For future studies, it is possible to investigate the relation via the Markov switching regime
dependent analysis methods.
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MEĐUSOBAN UTJECAJ DRŽAVNIH RASHODA I
TRGOVINSKIH DEFICITA -ISKUSTVO TURSKE
Sažetak
Svrha ove studije je utvrditi međusobnu uzročnost između trgovinskih deﬁcita i državnih rashoda u turskom gospodarstvu u različitim vremenskim horizontima i u slučaju različitih vrsta šokova za razdoblje
između 1987. i 2014. godine. Na taj način namjeravamo testirati hipotezu o postojanju dvostrukoga deﬁcita
u turskom gospodarstvu, odnosno utvrditi imaju li državni rashodi sposobnost utjecati na kretanje trgovinskog deﬁcita. U tu svrhu upotrijebili smo model asimetrične uzročne ovisnosti, koji su razvili Hatemi-J
(2012) i Hatemi-J i Roca (2014), te test uzročne ovisnosti baziran na metodi pokretnih prozora, koji su
razvili Balcilar i dr. (2010). Dobiveni rezultati svih testova navode na zaključak da postoji dvosmjerna uzročnost između varijabli. Za razliku od drugih analiza uzročnosti, rezultati asimetrične uzročne ovisnosti
pokazuju da se trgovinski deﬁcit smanjuje s povećanjem državnih rashoda, što je u suprotnosti s rezultatima prethodnih istraživanja. To znači da bi se mogla povrditi hipoteza o postojanju dvostruke divergencije
u turskom gospodarstvu umjesto hipoteze o postojanju dvostrukog deﬁcita.
Ključne riječi: asimetrična uzročnost, državni rashodi, trgovinski deﬁcit, hipoteza o postojanju dvostruke
divergencije
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MICRO FRANCHISING AS
A TOOL FOR INCREASING
SELF-EMPLOYMENT AND COMPETITIVENESS: CROATIAN EXAMPLES
Abstract
Franchising has been present in the global economy in its current format for more than a hundred years.
Companies have used franchising for growing their business and geographical expansion by bridging the
distance in partnership with local entrepreneurs. Micro franchising provides a proven business model and
a chance for self-employment by exploiting all advantages of franchising on a far smaller scale than traditional franchising. This model also helps potential entrepreneurs with low income to cross certain barriers, establish a sustainable business and create opportunities for new employment with the mentorship
of the franchisor. With micro franchising, franchise systems could open locations where franchising in
the traditional format would (could) not work and by doing so it could expand their business and gain
competitiveness on the market, while at the same time enhancing employment and the development of
entrepreneurship.
This paper examines the micro-franchising situation in Croatia and checks if this model of growing business can help in increasing competitiveness of a company and at the same time enhance self-employment.
Due to their pioneer work in the ﬁeld of micro franchising in Croatia, Body Creator and Surf ’n’Fries were
chosen as practical examples.
Keywords: Franchising, micro franchising, self-employment, competitiveness, Croatia

1. Introduction
Franchising has been present on the global level in
diﬀerent forms for a few hundred years, but its current form was created in the USA in the late 19th
century by Isaac Singer, who needed money for ﬁnancing growth and further business development.
He started his franchise network to sell his sewing
machines. This growth model was soon accepted
and expanded by big car producers (Ford, GM), oil
companies and perfected by the food service and
hospitality industries (Coca-Cola). The current

“version” of franchising was created in the 1960s
when Ray Kroc started the McDonalds franchise
and established the business format of franchising.
Since then franchising has become a means of business expansion and growth, nationally as well as internationally, and a prevalent growth strategy in the
business world (Welsh et al., 2006).
Nowadays, franchising is present in almost every
country in the world and has a signiﬁcant impact on
the world economy. The main reasons are numerous advantages for franchisor and franchisee, which
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are taken together with the growing middle class in
many world countries and increasingly homogenized
consumption culture (Zeidman, 2014). Based on FranData research1, franchising accumulates 1.6 trillion
USD sales, which is 2.3% of global GDP, has 2.2 million
companies involved and employs more than 19 million people. Furthermore, the franchising economic
output represents a signiﬁcant share of national GDP
on average of 4%. Since the investment in franchising
is usually quite high, a new type of franchising – micro
franchising – has emerged in developing countries to
enable more people to buy franchises.
This paper looks into micro franchising and will
present the status of micro franchising in Croatia
and try to determine if it helps in competitiveness
of franchisors in Croatia and self-employment. In
the ﬁrst part of the paper we will present micro
franchising and provide the main distinction from
franchising. The second part of the paper will examine the status of franchising and micro franchising
in Croatia. In the third part of the paper two micro
franchising case studies from Croatia will be presented. In conclusion, we will summarize our ﬁndings and oﬀer suggestions for future research.

2. Micro franchising
In most developing countries, there are a lot of poor
people who have skills needed to succeed, but don’t
have enough money to buy a franchise, for instance.
Therefore, in the recent years micro franchising
emerged as a solution and a tool for entrepreneurs
around the globe that want to expand beyond traditional markets and especially into developing countries. The origins of micro franchising can be found
in Bangladesh’s system of community health promoters (Davis, 2012). Micro franchising can be explained as a business tool and a development model
which uses tested methods of conventional franchising toward small and medium sized entrepreneurs in developing countries.2 Micro franchising
is mainly present in the delivery of developmentrelated services in the ﬁelds of energy, health care
and transportation.
The concept of micro franchising is gaining momentum and has recently been a topic of research.3, 4, 5
Today there is no common deﬁnition of micro franchising. Some authors call it a “scale down franchise”
with a price tag small enough so low income people
can buy it.6 Micro franchising is quite similar to the
known franchise model, but reduced in investment
182

and in revenue, too. Some call it a franchising variety
type which aims to impact poverty by facilitating job
creation, economic activity and distribution of goods
and services to the base of the pyramid markets.7 Fairbourne (2007a) gives the best explanation of this term
and starts by dividing it into two parts: micro and
franchising. Micro stands for more than mini and it
refers to grassroots bottom-up initiatives, poverty alleviation, benevolence and for sustainability. The ﬁrst
part of the term is also explained through franchise
costs, which can reach up to 250,000 USD on average
for franchise while only being up to 25,000 USD for
micro franchise (Christensen et al., 2010). Franchise
stands for replication to scale and involves standardized operations and everything that is connected to
traditional franchising. Connecting those two terms
gives micro franchising which is very diﬀerent from
standard franchising because, ﬁnally, micro franchising is created to help poor people with starting
a sustainable business. Camenzuli and McKague
(2015) conclude that micro franchising represents
an approach to economic value creation in undeveloped countries and is an important and growing
sub-category of social enterprise. Micro franchising
can be used for expansion to rural and hard-to-reach
consumers that have been ignored by companies because of increased delivery costs and low purchasing
power. Runde8 ﬁnds that micro franchising is a very
good tool for bridging distribution chain gaps and for
creating employment and economic activities.
Terrell9 ﬁnds that micro franchising has enormous
promise since it makes sense – it ﬁts to the reality
of base of pyramid, has incentive structure and ensures more employment possibilities than the microﬁnance model which requires entrepreneurial
talent. With micro franchising, social entrepreneurs
can invest in undeveloped countries and, by doing
that, allow them to do well at the same time. Micro
franchising is a tool for reducing poverty as well as
for building small replicative businesses adaptable
to local culture and customs. At the same time, it
is a business model that allows a startup of operations under the mentorship of an experienced entrepreneur – the franchisor. The initial capital is
often associated with micro ﬁnancing or grants in
order to start a business with leadership, education
and training on behalf of the franchisor because
inexperience, ignorance, a lack of skills, know-how
and often a lack of self-conﬁdence can be obstacles
for sustainability of business ventures. Rogers, Fairbourne and Wolcott (2011) found three character-
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istics which enable micro franchising – it should
be organic, modular and micro-scalable. Micro
franchising has several challenges to address and
according to Fairbourne (2007a), at the core, they
are the following: lack of jobs in communities, lack
of business skills among the poor that are needed
for starting and growing successful company, and
lack of goods and services that are available to the
poor. Rogers, Fairbourne and Wolcott (2011) added
the fourth challenge micro franchising is facing and
that is a lack of multinational companies’ understanding or their ability to work successfully in a
signiﬁcantly diﬀerent environment.
Micro franchises generally require minimal initial
costs and provide franchisees with a signiﬁcant portion of the required start-up capital. Because micro
franchising often addresses an urgent societal need,
and provides new economic opportunities in economically depressed communities, micro franchises
can generate signiﬁcant revenue. For franchisors, micro franchise competitive advantages include a large
population of motivated franchisees, an even larger
population of potential consumers, and a critical
mass of branches that can share best practices and
leverage economies of scale. For franchisees, micro
franchise competitive advantages include reasonable
start-up costs; the ability to source low-cost, highquality inventory, and centralized management of
political and regulatory issues. Further, franchisees
beneﬁt from training, marketing support, techni-

cal counsel, and a reputable, trusted brand name.
To run a successful micro franchise, several critical
elements are required including: uniform branding,
systems and training, careful location screening and
rigorous quality controls. Fairbourne (2007a) states
that the main beneﬁts of micro franchising are risk
reduction, special training provision, mentoring and
creative burden reduction.
The importance of micro franchising in the world
can be given through the following examples: Hewlett Packard started a micro franchise system in Africa – taking wedding photos and printing photos
in rural areas; Scojo Vision – spectacles for poor
people in developing countries; Grameen phones
(Telenor) – poor women operate mobile phones as
public call oﬃces in rural areas. These are some examples from developing countries but there are a lot
of possibilities for micro franchising in other countries as well. Aiyar10 concludes that through micro
franchising with creating ways of cost reduction and
logistic organization, franchisors and multinational
companies can create millions of new customers
that have never existed. Christensen, Parson and
Fairbourne (2010) state that micro franchising creates businesses that have the potential to become
larger than a typical microenterprise and provide
higher incomes and employment.
There are three formats of micro franchise business
model and their main diﬀerences are shown in Table 1.

Table 1 Diﬀerent Micro Franchising Types
Social micro franchising

Sustainable micro franchising

For proﬁt micro franchising

- oﬀers products and services at an
aﬀordable price and creates jobs for
the poor people

- creates proﬁts for micro franchisees, but also enough revenue for
franchisor to cover the costs.

- it is not focused on sustainability of
the business

- proﬁt that remains is for the
recruitment of new franchisees
or to help the existing ones to
increase proﬁts through education, training etc.

- very much like sustainable micro
franchising but with one addition - to ensure enough proﬁt for
franchisor so he could ensure the
return on investment and proﬁt for
investors

- relies on the co-ﬁnancing during the
project to achieve the objective

- it is relatively easy for micro franchisee to achieve bigger income when
a steady stream of funds for maintenance operations is provided

a) creating a proﬁt for micro
franchisee
b) ﬁnancial sustainability of the
business

- demands bigger start capital so
breakeven point can be reached
faster because sustainability is not
probable until the network is big
enough to collect royalties; so, the
startup capital must be big enough
to start enough locations which will
generate the proﬁt for investors

- because of this entire process, the ﬁnal
prices of the products are low and thus
available to the end user as well. In that
case, the social note is ensured.

c) providing products and services at aﬀordable prices to
end users

- can sometimes lose its social character with chasing the proﬁt for
investors

- a steady supply of funds during the
project is needed

- this model has three objectives:

Source: Adapted from Burand and Koch, 2010
God. XXX, BR. 1/2017. str. 181-191

183

Aleksandar Erceg, Ljiljana Kukec: Micro franchising as a tool for increasing self-employment and competitiveness: Croatian examples

All the above-stated formats of micro franchising have a social character, but the diﬀerence is in
the degree of social impact and, as shown, they are
distinguished from social franchising as well. Since
franchising, in order to succeed, has to be replicable and highly adaptable to local circumstances and
be able to exist in a wide range of industries, there
is no unilateral deﬁnition of that sort of business
model in general. The same is applicable to micro
franchising as well. Finally, Fairbourne11 states that
micro franchising is gaining momentum since education specialists like it because of knowledge sharing, business likes it for its eﬀective delivery system,
microﬁnance institutions like it for the value-added
beneﬁts it brings to borrowers, and micro franchisees may have potential to do big things.

more opportunities coming every day and not only
in developing countries. Most of the current micro
franchising networks are in telecommunication,
education, food and health sectors. Although micro franchising is important for undeveloped countries where it is mostly present and where most of
population survive on earnings from micro-enterprises, there is no information about the number of
self-employed and employed in micro franchising
worldwide in recent research studies about micro
franchising (Fairbourne 2007a; Burand, Koch, 2010;
Rogers et al., 2011; Camenzuli, McKague; 2015).

There are few micro franchise networks in the world
– currently less than a hundred in 20 world countries (Burand, Koch, 2010). There is also no single
repository list with all micro franchises currently
in existence. It is important to state that there are

To point out the main diﬀerence between traditional franchising and micro franchising, it is necessary to evaluate four dimensions of franchising: the
type of franchising, the size of the franchised units,
products and services oﬀered and proﬁt objective
(Table 2).

2.1 Micro franchising vs. franchising vs. social
franchising

Table 2 Four dimensions of franchising
Dimension

Option

Option

Type of
franchising

Business Format: Replication of entire business
models, extensive franchisee-franchisor relationships; franchisees pay royalties

Traditional format (also known as product
franchising): Focused on distribution, less
complex relationship between franchisor
and franchisee, franchisee pays no royalties
(but purchases products under contract)

Size of franchised
units

Macro: Fixed infrastructure, high investment
costs and signiﬁcant number of staﬀ members

Micro: Limited infrastructure and investment; owner is the only employee

Products and
services oﬀered

Public goods: Goods and services traditionally
provided or subsidized by the state like healthcare and education

Commercial goods: All other products and
services

Proﬁt objective

For-proﬁt: Objective is to create proﬁts for the
owners

Non-proﬁt: No direct objective to create
proﬁts; primary objective is social impact

Source: Adapted from Dalberg Global Development Advisors, 2009: 412

The main diﬀerence can be seen in two dimensions:
the size of franchised units and proﬁt objective.
Micro franchising usually borrows the traditional
franchising concept of network growth but there is
a signiﬁcant diﬀerence in its internalization of types
184

that depart from traditional franchising. Another
view of the diﬀerences between franchising and micro franchising can be seen through diﬀerent theories to explain both models (Table 3).
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Table 3 Theory Overview
Franchising theory

Micro franchising theory
Economic considerations:

Goal of business

Economic considerations: Growth of business/
proﬁt

Growth of business/proﬁt
Social considerations:
Poverty alleviation

Resource scarcity theory:

Why choose
franchising

Franchisee brings either ﬁnancial or human
capital to achieve rapid scale-up.

Provides access to the BOP market
Social considerations:

Agency theory:
Savings in monitoring costs by resolving horizontal agency problems.

Premises to
be met

Economic considerations:

Potential to turn necessity entrepreneurs to selfreliant franchisees, creates jobs, makes goods and
services available for the poor
Simplicity of product, business model

Franchisee bears entrepreneurial risk

Possibility of subsidies during early stages of
micro franchisee life-cycle

Source: Adapted from Rigter et al., 2014: 1413

According to Fairbourne,14 the most important difference between micro franchising and traditional
franchising is in the social component. While micro franchising can include a variety of franchise
types, it is signiﬁcant to emphasize that it also
impacts poverty through job creation facilitation,
distribution of goods and services in the base of
the pyramid markets and in the end, it also trig-

gers economic activity. Traditional franchising is
on the other hand characterized by a relationship
established between a company and a franchisee
in which the company has ownership over a product and oﬀers exclusive sales rights (or distribution
rights) to the franchisee.
The relationship between franchising, social franchising and micro franchising is shown in Figure 1.

Figure 1 Micro franchising vs. Franchising vs. Social franchising

Micro
(Social)

Sustainable
development

For
profit
(Sustainable)

Micro
franchising
Social
franchising

Commercial
franchising

Franchising
(Replicable)

Source: Adapted from Fairbourne, 2007b: 915
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The above presented framework is helpful with the
two concepts of micro franchising and social franchising, which are often mistaken for each other.
Micro franchising refers primarily to the size of a
franchise and it is usually about a single person in
a traditional franchise relationship (for instance –
one taxi driver / franchisee), whereas social franchising describes franchise systems whose main
and usually primary objective is delivering of public goods and services while also most often being
subsidized with diﬀerent grant programs. Social
franchising has a purpose to deliver products and
services (such as education, health services, etc.) to
the poor through the franchise business model. It
is not necessary to generate proﬁts, as it does not
need to recruit franchisees among the poor population, but it always delivers products and services to
the poor as end users (duToit, 2014). On the other
hand, micro franchising may or may not provide
products and services for the poor, but this is a business model for people at subsistence level for their
self-employment in the business they can invest in.
It is important to state that micro franchising seeks
proﬁt for franchisor and franchisee and social franchising will never be proﬁtable for both franchisor
and franchisee.16

3. Franchising in Croatia
Franchising ﬁrst appeared in Croatia during the
1960s when Diners Club International sold the franchise to Diners Club Adriatic which became their
franchisee in the former Yugoslavia. In the next
two decades, there were several attempts of starting the national franchise systems and Varteks and
Kraš were the most famous among them. Those systems were more or less successful. With the arrival
of McDonalds in Zagreb in the 1990s, a noteworthy
promotion of franchising has started. During the
next few months McDonalds made several presentations in cities in which they were looking for potential franchisees and in that way created interest
for franchising and started debates on the nature of
the franchise contract (Alon et al., 2010). Currently
there are around 180 franchise systems operating in
Croatia, out of which only 25 are of Croatian origin (Kukec, 2016). These systems operate at almost
1000 locations and have around 16,500 employees.
If we examine the current state of franchising in
Croatia in relation to other countries in Europe, especially with the so-called countries in transition,
we can state that franchising is still in its development stage. Fashion franchises have the largest
share in franchising systems. They are followed by
186

fast-food franchises and those two sectors together
account for more than 60% of total franchise systems in Croatia. The Hungarian franchise Pek-Snack
Fornetti, which is a distribution franchise of frozen
bakery products and a business concept of the bakeries, is the largest franchise system currently operating in Croatia. With their approach to franchising
they managed to spread their business in the entire
region. Domestic franchise systems include the following: Aqua, Surf ’n’Fries, Centar energije, Bio-Bio,
Galeb, Taxi Cammeo, Mlinar, Diadema, Kraš, Body
Creator, Di Caprio and San Francisco Coﬀee House.
Institutional support proved to be of great importance and inﬂuence on the growth of franchising
business in Croatia. It all started in 2003 when the
ﬁrst Franchise Center in Osijek was founded and
soon after a second Franchise Center was founded
in Zagreb. In 2003, the Croatian Franchise Association organized the ﬁrst franchise exhibition in Zagreb. These three organizations are currently major
reference and counseling points for all information
about franchising in Croatia as well as places for
franchisors and franchisees where franchising demand meets supply. Besides organizing franchising
fairs, Croatian Franchise Association is a member of
the European Franchise Federation and the World
Franchise Council. The importance of the franchising business model can be seen in the fact that some
major Croatian companies are considering or even
already using franchising for their own geographical
expansion (Mlinar, Agrokor, Hrvatska pošta, Ina).
One of the disadvantages for the development of
franchising in Croatia is the fact that there is no legal
regulation of franchising. This has been recognized
in previous research (Alon et al., 2007; Kukec, 2009;
Alpeza et al., 2015; Erceg, 2016), where inconsistent legal system and inadequate protection of franchisors’ intellectual property rights were recognized
as the main obstacles for franchising development.
In addition, the lack of legal regulation of franchising as well as insuﬃcient knowledge of franchising
as a growth and expansion model has shown itself
to be the biggest challenge for the expansion of franchising.

4. Micro franchising in Croatia
Until the last few years there was no micro franchising in Croatia. All existing franchisors were building their networks with traditional franchising and
the traditional approach to franchising. Due to the
recent economic crisis, which has hit Croatia as
well, franchisors in Croatia needed to start adapting
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their franchise networks to overcome economic crisis and to continue with building and growing their
franchise networks. As an answer to the economic
situation, Croatian franchisors started to develop
micro franchising. This development should not be
seen as a trend, as it has been in developing countries, but as a necessity for further growth of their
franchise networks.
Today in Croatia we are witnessing the existence
of one sub-format of proﬁt micro franchising. This
micro franchise type generates proﬁt for micro
franchisees, sustainability for businesses and proﬁt
for micro franchisors, which serves for sustainability of a franchise network. Only a few franchisors
in Croatia are using micro franchising as their way
of further business growth and increase of competitiveness but there are a few in the development
phase. Croatian micro franchising networks are in
food, beauty and transport sectors but also in very
innovative services like: Čuvar sjećanja (services for
maintenance of graves) or Fish4Wish (“Fish markets” for ﬁsh that make wishes come true). That follows trends in world micro franchising movement.
According to the micro franchising deﬁnition, in all
cases the range of investment up to 25,000 USD is
used, but the average investment in traditional franchise concept is much lower in Croatia than in other
countries and is currently around 20,000 EUR. Accordingly, the investment in the micro franchise
model is signiﬁcantly lower than in other countries. Some other Croatian micro franchisors are:
Surf ’n’Fries, Pek-Snack Fornetti, Body Creator and
Taxi Cammeo. All four companies recently started
with their micro franchising and have success in
expanding of network. Since micro franchising is
relatively new in Croatia there is no oﬃcial research
about the inﬂuence of micro franchising on selfemployment. Regarding to this, it is important to
state that Taxi Cammeo with micro franchising has
increased its operations in Croatia and currently
has more than 50 franchisees. Thus, it is possible
to conclude that more than 50 people are self-employed through micro franchising only in this chain.
In the next part of this paper, we will present two of
them: Body Creator and Surf ’n’Fries. Both presented cases are the result of interviews with franchisors
and research conducted by authors.

4.1 Body Creator case study – competitiveness
and self-employment possibility
Body Creator is a Croatian brand for the centers for
slimming and reshaping of the female body, which

started their operations in 2001 and have been
building their franchise network since 2005. The
foundation of their slimming method is active exercising in special devices called “thermo capsules”
at the physiological temperature of 37°C. Exercising
in such conditions allows for a faster lipolysis of the
adipose tissue thanks to the fact that the body needs
a faster cooling down period and, because of that,
it melts the isolation (fat) faster. Those devices are
produced by the franchisor for the pilot center and
franchisees and can’t be bought outside the franchise. In the last 12 years, Body Creator has sold 15
franchise units in Croatia, Bosnia and Herzegovina
and Slovenia. Nevertheless, it is important to state
that although this is a very small franchise network,
Body Creator is the ﬁrst one in Croatia and the wider region to oﬀer a franchise business model and
it is the regional leader in that business sector. A
speciﬁc method in the slimming sector, little direct
competition and non-existence of other franchise
networks in the same industrial sector in Croatia
as well as a very good team which works on this
project (not only experts in slimming methods and
management but also experts in managing a franchise network, sales and training of the franchisees)
are strong advantages that build foundations for
the Body Creator business. Before starting with the
franchise network, the company created a franchise
model which contained the training of franchisees,
mentoring, policy and procedures, know-how, a
known brand, the follow up of the franchisees,
R&D, etc. Due to the huge regional interest in their
franchising model, their network grew faster than
planned. The growth of the franchise network lasted
until 2009 when Body Creator had 15 franchisees.
Unfortunately, due to the crisis (franchisee bankruptcy, not renewing the contract, converting to a
smaller licensed center) they currently have only 4
franchisees and 5 small licensed centers in Zagreb.
Due to the market situation change and the need
to keep their franchise network, they decided to
develop a micro franchise model. The new micro
franchise model is a turnkey investment in total
amount of 15,900 EUR, while the traditional franchise investment ranges from 23,000 to 66,000 EUR,
depending on the type of franchise. The Body Creator micro franchise is attractive for the unemployed
and the ones with lower income as well as those
who wish to become self-employed since the micro
franchisee pays only 30% of total contract price after the contract signing. The remaining amount is
covered by future business, clients (in partnership
with group buying sites) to ensure the payment of
the remaining investment.

God. XXX, BR. 1/2017. str. 181-191

187

Aleksandar Erceg, Ljiljana Kukec: Micro franchising as a tool for increasing self-employment and competitiveness: Croatian examples

The diﬀerence from the traditional model is also in
the contract length, which in a micro franchise lasts
for 10 years and there are no royalties and marketing fees. With the elimination of royalties the proﬁt
for the franchisor is reduced, but the micro franchisee must purchase an additional device every
second year, which creates a steady income for the
franchisor. At the same time, this keeps the micro
franchisee focused on their business and competitiveness on the market.

Even 30% of investment is still high for some potential micro franchisees, so the franchisor with
the help of the Croatian Chamber of Economy and
some other franchisees approached the Croatian
employment agency for using grants for unemployment. The result is that the initial amount of the investment in the micro franchise (4,770 EUR) can be
covered with a grant intended for self-employment
of two women (Figure 2).

Figure 2 Body Creator micro franchise model

Source: Authors own work, 2015

In this way, Body Creator started their micro franchise network, regained lost competitiveness and
enabled new job creation through self-employment.
The Body Creator micro franchise model is accepted on the market and currently there are two potential micro franchisees preparing for opening of
their units. Their micro franchise model guarantees
return on investment and a sustainable business to
micro franchisees as well as proﬁt to the franchisor.
This model connected micro franchise and micro ﬁnancing, which is a very common case in the countries where micro franchising is present.

4.2 Surf’n’Fries case study – from zero to hero
Surf ’n’Fries is a Croatian franchisor which started
franchising in 2009 when they opened their ﬁrst
store in Rijeka. Soon the company was selling franchises and their ﬁrst location was opened in December 2009 in Zagreb. After that they started opening
locations all over Croatia in order to establish the
brand and gain recognition from their consumers.
Currently they have 56 franchisees: 33 in Croatia, 3
188

in Austria, Vietnam and Norway, 2 in Slovenia and
Bosnia and Herzegovina, 1 in Hungary, Germany,
Macedonia, Montenegro, Romania, Turkey, Sweden, Ireland and Iran.
Due to the economic crisis in 2012 Surf ’n’Fries
started losing their franchisees which cancelled
their franchising contracts but continued to work
in the same industrial sector. From the number of
about 40 franchisees they were left with only 10 in
Croatia at one point in time. This has endangered
the Surf ’n’Fries franchise network and their competitive status on the market but also encouraged
Surf ’n’Fries to start the micro franchising program
in Croatia. It was ﬁrst presented in 2011 and started
in 2013. At the same time, they continued with their
international expansion with the regular franchise
format.
Their micro franchise program is called Surf ’n’FriesMobile and is designed as the perfect way to sell
French fries at beaches, tourist locations, fairs,
events, etc. While the regular Surf ’n’Fries franchise
costs range from minimum 25,000 EUR to 60,000
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EUR depending on the model and size of location,
the micro franchise costs 9,400 EUR and can be
paid in 12 monthly instalments without interest or
in 60 monthly instalments with 7-12% interest. According to the franchisor, return on investment is
possible within one year.
Surf ’n‘Fries Mobile meets all legal requirements – it
is made of stainless steel and its use has been completely approved. The cart is equipped with a 14 kW
deep fryer with two 10-liter fry pots and is powered
with gas from standard gas containers. Infrared
light added to the bain-marie keeps fries warm. The
cart complies with sanitary regulation and safety
needs – it has a built-in hand washing unit with
hot and cold water, a sensor tap and a container for
wastewater and after working hours or in the case
of rain, the top can be lowered and folded. Finally,
the cart has an attractive, well-proven design, and
LED lighting makes Surf ’n‘Fries particularly noticeable in the evening. Franchisees who purchase
such a cart and start this micro franchise will gain
the right to work under the best-known brand for
selling fries. Besides that, they will also receive staﬀ
training and a warranty for technical elements as
well as distribution, supply of goods and packaging.
The start of the micro franchising program helped
Surf ’n’Fries in restarting their franchise network, increase their competitiveness through more opened
locations in Croatia. Currently Surf ’n’Fries has 25
micro franchisees in Croatia but there is a big interest for micro franchising in the other countries they
are currently present in as well. Most of the current
micro franchisees are situated on the Adriatic coast
and work only during the holiday season. They also
have several micro franchisees in Croatian bigger
cities. With the switch from traditional franchising
to micro franchising in Croatia, Surf ’n’Fries gained
new micro franchisees which would otherwise not
have become part of their system due to higher ﬁnancial investment. Furthermore, the company
increased its competitiveness through bigger presence in Croatia. This move also showed creativity
and ﬂexibility of the company to adjust to market
needs and to challenges which entrepreneurs face
every day. The most important impact of the micro
franchise model is securing the long-term sustainability of the network and, with that, the competitiveness of the company (franchisor) and micro
franchisees.

5. Conclusion
During the last several years micro franchising has
emerged as a powerful model and a tool for facing challenges of doing business in undeveloped
markets. Micro franchising uses proven operation
systems, marketing and growth strategies of socalled traditional franchise and scales it down to
smaller businesses. This model creates strategies for
big companies and enables them to tackle barriers
which undeveloped countries present. Micro franchising usually borrows the traditional franchising
concept of network growth but there is a signiﬁcant
diﬀerence in its internalization of types that are different from traditional franchising. This franchising
model is an approach to poverty alleviation but at
the same time represents a business model intended
for proﬁt creation.
Micro franchising has been present in Croatia for
the last few years. It has been accepted as a replacement for the traditional franchising model by several Croatian franchisors as a reply to crisis which
hit the franchise sector in Croatia. It is important to
state that the micro franchising model used in Croatia is one sub-format of proﬁt micro franchising
used worldwide. In the presented case studies Croatian franchisors used micro franchising to regain
competitiveness and to oﬀer self-employment possibilities. This model is an eﬀective means of supporting further franchise network growth in a way
which satisﬁes the needs of the Croatian economy
and potential micro franchisees. Both cases showed
that switching to the micro franchise model created
higher competitiveness for franchisors and gave a
chance for starting a sustainable business to people
with existential problems.
Since micro franchising is new in Croatia, we recommend further research in following directions:
a) Research on existing traditional franchise
models to see if they can adopt micro franchise model for national development
b) Investigate the possible platform of collaboration with the Croatian employment agency
where those micro franchise concepts can
be ﬁnanced through their grant program for
self- employment. This cooperation can beneﬁt the unemployed and create sustainability
and growth of local franchise networks
c) Longitudinal research on current micro franchise networks should be conducted to prove
their sustainability over time.
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MIKRO FRANŠIZA KAO ALAT ZA POVEĆANJE
SAMOZAPOŠLJIVOSTI I KONKURENTNOSTI:
PRIMJERI IZ HRVATSKE
Sažetak
Franšiza je prisutna u svjetskoj ekonomiji u svom sadašnjem obliku više od stotinu godina. Tvrtke koriste
franšizu za rast svoga poslovanja i geografsko širenje premošćivanjem udaljenosti u partnerstvu s lokalnim poduzetnicima. Mikro franšiza osigurava provjereni poslovnim model i mogućnost samozapošljavanja
korištenjem svih prednosti franšiznoga poslovanja u značajnom manjem obimu nego što je tradicionalna
franšiza. Ovaj model pomaže potencijalnim poduzetnicima s niskim prihodom u prevladavanju određenih
prepreka, pokretanju posla i stvaranju prilike za novo zapošljavanje pod mentorstvom davatelja franšize.
Korištenjem mikro franšize, franšizni sustavi mogu otvoriti lokacije gdje tradicionalna franšiza ne bi imala
mogućnost za uspjehom te time mogu proširiti svoje poslovanje i povećati konkurentnost na tržištu i istovremeno povećati zapošljavanje te pomoći u razvitku poduzetništva.
Rad istražuje trenutno stanje mikro franšize u Hrvatskoj i provjerava može li ovaj model širenja poslovanja
pomoći u povećanju konkurentnosti tvrtke te u isto vrijeme povećati samozapošljavanje. Zbog svog pionirskog rada na području mikro franšize u Hrvatskoj, Body Creator i Surf ’n’Fries su izabrani kao praktični
primjeri.
Ključne riječi: franšiza, mikro franšiza, samozapošljavanje, konkurentnost, Hrvatska
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A REVIEW OF ESTIMATION
OF SOFTWARE PRODUCTS
DEVELOPMENT COSTS
Abstract
In the modern business and management of business processes, the standardization of procedures allows
the creation of added value, increasing competitiveness and success in the business of an organization.
Evaluation of the budget for software development is crucial to the success of an IT project, because the
inability to make a realistic assessment leads to inadequate project plans, customer dissatisfaction, poor
quality of software products, and reduced proﬁts. In order to minimize such situations, making accurate
and reliable software cost estimation should be carried out at all stages of the project life cycle. Although
hundreds of research articles focusing on the application of diﬀerent methods of budget estimates of the
software product have been published so far, there is no comprehensive review of the current situation
or review of research trends in the budget estimates of the software product. This paper aims to create a
framework for estimation of costs of development of software products by providing an overview of the
most inﬂuential researchers, the most inﬂuential articles published in the WoS database, the most used keywords for searching the articles, as well as a review of the estimation techniques used in budget estimates
of the software product.
Keywords: Software cost estimation, software cost prediction, keyword analysis, estimation techniques

1. Introduction
Regardless of decades of research, most IT projects
still fail (Standing et al., 2006). At the same time, a
high pace of technological change leads to a fact
that modern organizations must be competitive in
the harsh environment. Actually, they must respond
quickly to problems and opportunities arising from
the very dynamic conditions. As information technology becomes the main factor determining the
survival of most organizations, it is in their interest

to make their IT projects more successful. Software
products must be delivered in a time frame within
the predetermined budget, and meet the real needs
of the client. Therefore, the assessment of the budget
and its monitoring during the development of software products are key aspects for the success of an
IT project. As the estimates are based on incomplete,
imperfect knowledge and assumptions about the future, many estimates of software costs tend to be too
low due to omissions of important product functions
and project activities (Galorath, Evans, 2006).
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Everyday practice shows that many IT organizations still propose unrealistic software costs, work
within tight schedules, and ﬁnish their projects
behind schedule and over budget. Therefore, the
budget estimates of software development are
the complex and challenging task which requires
knowledge of the diﬀerent parameters of the project for which the assessment is done. Parameters
primarily include knowledge of the market, the
eﬀort the staﬀ has to make, and characteristics of
the product that is under development. The most
important software product characteristics are size
(Jiang et al., 2007), complexity and quality of the
product, selected technology (Atkins et al., 2000)
and applied development methodology. Therefore,
planning the development of the software product
needs to take into account all these factors, so that
the outcome of the planning is as close as possible
to the real processes. An approximate estimate is
signiﬁcant for the following reasons:
• Determining the priorities over the realization of planning activities within the organization,
• Determining required resources for creation
of the project and the way they are going to
be used,
• Matching estimated costs with the real price
of the software product.
The eﬀectiveness of budget estimates of software
products is of crucial importance when it comes to
an early indication of the project cost. If the estimate is lower than the real price, it may result in
stepping out of the budget frame, or with incomplete functionality and the poor quality of the ﬁnal
product.
If the estimate is above the real cost it may result with
too many initial resources involved in the project or
it may result with the higher price of the contractual tender oﬀer and eventual job loss. To avoid such
situations as much as possible, it is especially important to make an accurate and reliable evaluation
of software cost estimation in the early stadium of
the project life cycle (Jørgensen, Halkjelsvik, 2010).
Therefore, an accurate assessment of the budget in
the process of the development of the software product is important and involves determining the eﬀort,
duration and cost of the project (in local currency).
Although the cost, eﬀort and duration of the project
are closely related, they are not always related with a
simple transactional function.
In the published literature on software development cost estimation, the research community has
196

proposed various models. Within this context, (Jørgensen, Shepperd, 2007) a systematic review has
been conducted, and 304 software cost estimation
papers have been identiﬁed and the papers have
been classiﬁed according to the research topic, estimation approach, research approach, study context
and data set. The mentioned authors found that the
most commonly used research topic was the introduction and evaluation of estimation methods, used
in 61% of the surveyed papers. Also, some other researches have proposed the use of machine learning
based methods, in order to achieve high prediction
accuracy. In 2012, (Wen et al., 2012) a systematic
review was conducted in which eight ML based
methods were identiﬁed, and showed that CBR and
ANN were the most widely used ML methods in
the last two decades (1991–2010). Idri (Idri et al.,
2015) has conducted a systematic map and review
of analogy-based software estimation techniques
and concluded that use of analogy-based models
by practitioners is still limited. Researches also concluded that analogy-based models can be applied at
an early stage of a software project and can mitigate
problems with outliers. In recent years, in order to
investigate models to estimate a software project’s
size, eﬀort, duration and cost, many researchers
have commonly used the ISBSG dataset. Moreover,
(González-Ladrón-de-Guevara et al., 2016) a systematic mapping study has been conducted to determine which variables in the ISBSG dataset have
been used in software engineering to build estimation models, and to what extent the variables were
used. Considering the signiﬁcant number of papers
it can be noticed that the research area of software
development cost estimation is an area with very
active scientiﬁc work.
This paper reviews the literature on the area of assessment of the cost of software products published
in the WoS database for the period from 1987 to
2015. The purpose of this paper is to meet the following two objectives. Firstly, to develop a methodological framework for conducting a comprehensive
literature review based on our own experiences of
conducting this scope of the study. Secondly, to use
this framework to obtain an understanding of the
current state of the software cost estimation (SCE)
research area. Also, the intention is to be useful
for academic and industrial communities, because
it will provide an overview of the most inﬂuential
researchers, journals, methods and used keywords.
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2. Methodology
This section describes the methodology for selection, collection and analysis of papers used in this
report. It‘s pretty hard to limit a report to a speciﬁc
area of software cost estimation because the relevant
materials have been published in various journals. In
order to identify works and papers that are related
to the software cost estimation, the WoS databases
have been searched. The search of the WoS database
(see Table 1) was carried out for the entire period,
limited to the title, abstract and keywords. In order
to avoid constant repetition of the audit report, the
November 1st 2015 has been selected as a ﬁnal date.
The following research questions were deﬁned:
• Who are the most inﬂuential researchers in
the research area of software cost estimation?
• Which scientiﬁc publications are relevant to
the research area of software cost estimation?

• What are the methods most commonly used
in the assessment of software cost estimation
research area?
• What are the most commonly used keywords
in the assessment of software cost estimation
research area?
The methodology used for conducting a literature
review, making it possible to answer the previous
questions, will be presented below. To be able to get
an overview of the research and answer the previous questions, an appropriate research methodology is required. The methodology is divided into
two phases (see Figure 1): phase 1 – selection and
accumulation of a journal publication of the WoS
database in the publication pool, and phase 2 –
identiﬁcation of the publications by key researchers,
journals, methods and keywords. In the following
paragraphs each of the two phases will be discussed.

Figure 1 Framework for literature analysis

Source: Created by the authors

Phase 1: Choice and collection of a journal
publication
Regarding the literature review, it is particularly important to deﬁne clear boundaries to delimitate the
research. The ﬁrst decisions were adopted in order
to identify the most relevant sources of information,
taking into account research questions of interest.
Additionally, it was necessary to decide in which
period, which keywords and search terms were important, as well as their permutations/combinations

to use in the search for relevant publications. Only
journal publications were chosen for the review.
There are three main reasons for focusing on journal papers:
(1) Journal papers contain more up-to-date data
than books (Dale et al., 2001),
(2) A book is likely to duplicate material published
previously in a paper (Dale et al., 2001) and
(2) Conference papers can be diﬃcult to access.
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Table 1 Search query and additional options used while searching the WoS database
Search query

Additional search options

TS = (Software OR Project) AND TS = (“Eﬀort Estimation” OR “Cost Estimation” OR “Eﬀort Prediction” OR
“Cost Prediction”)
Reﬁned by: Databases: (WOS OR CCC)
Time span = All years

Advanced search:
Release date:

1981 to January 2016

Search area:

title; abstract; author keyword; keywords plus®

Search language = Auto
Source: Created by the authors

For the search, journal publications in the Web of
Science (WoS) databases were chosen. This gave
access to a very high number of top journal publications. The search for related publications was
carried out for the entire period and focused on the
title, abstract and keywords. In Table 1 it is shown
that a query with additional possibilities for the
search has been applied within the WoS database.

period, which journals had published “Software Cost
Estimation” papers, and ﬁnally which authors had
contributed to the area. The questions were as follows:

This survey obtained 879 papers, of which 94.77%
were categorized as journal publications, but not all
of them were relevant for the research. The main criteria for inclusion/exclusion of a publication into a
further analysis were the focus of the studies, which
should be within the area of software cost estimation.
The inclusion/exclusion criteria were applied caseby-case to the 1064 publications, by ﬁrstly reading
the title and the abstract of each article. In order to
answer the research questions, 210 papers have been
ﬁnally selected for the literature analysis.

• Which authors published Software Cost Estimation articles?

Phase 2: Analysis

• What is the distribution of publications across
the time period?
• In which journals were Software Cost Estimation articles published?

• Make a list of the keywords that were used in
the published papers.
To be able to address the area of interest, according to the taxonomy, the descriptive dimensions
were used to classify the papers. The basic pool of
publication comprises of 229 papers. The distribution of the publications in the researched period
(2000–2015) is shown in Figure 2 and total citations
in journals for the same period.

In this phase, as mentioned previously, the focus was
on disclosing how the area had evolved during the
Figure 2 Distribution of publications per year across the period 2000-2015 for research area of software cost/eﬀort product

Source: Authors’ calculation from the WoS database
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While 1955 was the ﬁrst year of publication where
works were sought, the ﬁrst published papers were
from the year 1981. High numbers of publications
were found in the period between 2006 and 2013,
but it remained on a substantial level, which indicated a stable level of activity in the estimation of
the cost/eﬀort of the software product.

3. Results on the software project cost
3.1 Results on the inﬂuential researchers, papers,
journals and keywords on software product
cost estimation
Identiﬁcation of the most inﬂuential researches
Based on the selected sample, 448 diﬀerent authors
have been identiﬁed who have published papers
focusing on the assessment rates in the process of

software product development. In order to identify the most inﬂuential researchers in the research
area of software cost estimation, authors were classiﬁed as researchers with long-term interest in the
research ﬁeld (min. 5 years), with the number of papers in the mentioned period (min. 5 papers) and
number of citations (min. 50). The analysis shows
(see Table 2) that only 3 researchers met the previously mentioned criteria. Therefore, Lefteris Angelis, Witold Pedrycz and Ioannis Stamelos have been
identiﬁed as the most inﬂuential researchers in the
area of software cost estimation. Besides the previously mentioned researchers, Magne Jørgensen and
Martin Shepperd have been identiﬁed as researchers with signiﬁcant impact, although their primary
focus was on software eﬀort estimation (see Table
3), rather than software cost estimation.

Table 2 The most inﬂuential software cost estimation researchers
LONG-TERM INTEREST

Cost estimation

RESEARCHER
Angelis, Lefteris
Aristotle University of Thessaloniki
Pedrycz, Witold
University of Alberta
Stamelos, Ioannis
Aristotle University of Thessaloniki
Mittas, Nikolaos
Technological Educational Institute of Kavala
Menzies, Tim
North Carolina State University

NUMBER OF
PUBLICATIONS
DIFFERENT
WoS
JOURNALS

NUMBER OF
CITATIONS

PERIOD

YEAR

2001-2015

14

14

4

155

2002-2012

10

7

7

52

2001-2010

9

6

3

106

2008-2015

7

8

4

46

2010-2013

3

8

4

47

WoS

Source: Created by the authors from the WoS database

Table 3 The most inﬂuential software eﬀort estimation researchers
LONG-TERM INTEREST

Eﬀort estimation

RESEARCHER
Jørgensen, Magne
University of Oslo
Shepperd, Martin
Brunel University
Sicilia, Miguel-Angel
University of Alcalá
Chiu, Nan-Hsing
Kocaguneli, Ekrem
Microsoft

NUMBER
OF PUBLICATIONS
DIFFERENT
WoS
JOURNALS

NUMBER OF
CITATIONS

PERIOD

YEAR

2003-2010

7

9

6

368

2001-2011

10

8

7

326

2005-2008

3

7

6

35

2006-2009

3

6

5

178

2012-2013

2

6

4

36

WoS

Source: Created by the authors from the WoS database
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In order to identify researchers who have had the
greatest impact on publications published in the

researched period a co-citation network of authors
has been created.

Figure 3 Researcher co-citation network

Source: Created by the authors using the VOSviewer

Identiﬁcation of the most inﬂuential journals
In total, the papers have been published in 71 scientiﬁc journals in the area of software cost/eﬀort
estimation. In order to identify the most inﬂuential scientiﬁc journals within the researched area
of software cost estimation, journals have been
deﬁned as journals with long-term interest in the

area (min. 10 years), the number of papers in the
mentioned period (min. 10 papers), and the number of citations (min. 100). The ﬁrst four journals in
Table 4 met the required criteria, with software cost
estimation as the primary focus (90%) of scientiﬁc
articles published in the magazine “Software Quality Journal”.

Table 4 The most inﬂuential software cost estimation journals
RANK

JOURNAL

LONG-TERM
INTEREST
(Year)

NUMBER OF
PUBLICATIONS

NUMBER
OF CITATIONS

IMPACT
FACTOR

1

Information and software technology

1987-2015
(28)

38

778

1.328

2

IEEE transactions on software engineering

1992-2013
(21)

29

1258

2.292

3

Journal of systems and software

1991-2015
(24)

26

486

1.245

4

Empirical software engineering

2004-2014
(10)

14

138

1.640

5

Software quality journal

2002-2011
(9)

11

56

0.880

Source: Created by the authors
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When the results of research with the systematic review of the literature (Jørgensen, Shepperd, 2007) in
the research area of software cost estimation for the
period to 2007 were compared, it can be concluded
that the authors of this paper have come to a similar
list of the most inﬂuential scientiﬁc journals.

Identiﬁcation of the most used keywords
As every scientiﬁc journal requires that the abstract
is followed by several keywords related to the research, their selection requires great experience
and can ensure wide availability of a publication.
Keyword analysis shows that 777 unique words and
phrases have been used for classiﬁcation of the software cost estimation publications. The most commonly used keywords and phrases are: software
cost estimation, cost estimation, cost estimation
models, software development cost and cost estimation, with 145 appearances as well as software
eﬀort estimation, eﬀort prediction and eﬀort estimation with 85 appearances.
Table 5 The most frequently used keywords
Keyword

Frequency

1.

Models

44

2.

Validation

42

3.

Regression

36

4.

Prediction

32

5.

Software

28

6.

Analogy

22

7.

Simulation

21

8.

Systems

21

9.

Function points

18

10.

Selection

16

11.

Cocomo

13

12.

Estimation models

13

13.

Machine learning

13

14.

Model

13

15.

Accuracy

12

16.

Estimation

12

17.

Regression-models

12

Keyword

Frequency

18.

Software engineering

12

19.

Neural networks

11

20.

Imputation

10

21.

Management

10

22.

Prediction models

10

23.

Productivity

10

24.

Size

10

Source: Created by the authors

Twenty-four (24) keywords that have a frequency
higher than 10 are given in Table 5. The results indicate that the focus of research is on diﬀerent models
(models, regression, analogy, function point, cocomo, machine of learning, and neural networks) of
software cost/eﬀort estimation.
To visualize a research area, a methodology of the
term map was used based on the analysed sample
of 229 publications. Using the term map or coappearance of words has a long history of 30 years
and it is a two-dimensional representation of the research area in which the strongly associated words
are close to each other, and less associated words
are distant from one another. Diﬀerent areas on the
map correspond to diﬀerent research subarea or areas. Using the techniques of natural language processing, the words of the title and summary of the
analysed publications were separated. This was used
in order to obtain a list of words that appear in these
publications. By applying the algorithm, there was
a yield of 155 words or phrases that can be considered the most speciﬁc terms of the selected data sets
within the research area. Only terms or phrases that
co-appear at least ten times were taken into consideration. The location in two-dimensional space was
determined by applying VoS mapping techniques
in 2D space for each term. The terms which have
strong ties tend to be located close to each other,
while the terms that do not have strong ties are more
distant from each other in two-dimensional space.
Each circle in Figure 2 represents a term or phrase
(terms with at least 10 co-appearances are shown),
while the size of the bubble represents the intensity
measured by the number of co-appearances.
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Figure 4 Term map of the software cost/eﬀort estimation area

Source: Created by the authors using the VOSviewer

In the map of terms (Figure 4) colour is used to indicate a diﬀerence in the practice of citation of various
terms or phrases. The average citation impact of publications in which the term appears in the title or abstract is determined for each term or phrase. The colours range from blue (the average value of 0) to green
(with an average value of 1) and red (with an average
value of 2 or more). Thus, the blue colour indicates
the fact that the publications have a low average citation impact, while the red colour indicates that the
publication has a high average citation impact.

3.2 Results of the estimation techniques for software product estimation
Many cost estimation techniques have been proposed over the last 40 years. The key question
posed by managers is: „Which method is the best
for my business?“ The positive fact is that there are
a lot of useful estimation methods. Still, the usefulness of the estimation methods primarily depends
on the particular use situation and the context of
the application. This chapter provides a general
overview of software cost estimation methods including the recent advancement in the area. Review of the literature shows that the models for
software cost estimation have been divided into
202

two groups (Attarzadeh, Ow, 2014; Boehm, 1981;
Khatibi, Jawawi, 2011a):
• Algorithmic and
• Non-algorithmic.
Algorithmic models have nonparametric form with
ﬁxed forms of formula, for which the parameters
are calibrated based on historical data. The non-algorithmic models that are known for their eﬃciency in solving complex problems when conventional
analytical methods are not proﬁtable, are time consuming, and expensive. Examples of such methods
are: fuzzy logic (Pedrycz et al., 1999), neural networks (Idri et al., 2002) and neural-fuzzy models
(Banjanović-Mehmedović, 2011).

3.3 Algorithmic models
These models are designed to provide a mathematical equation for software cost estimation.
These equations are based on previous researches
and historical data. They use diﬀerent methods of
measurement as the input, and they are based on
the following: the number of lines of code, functional point etc. The valuation models use the general equation:
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(1)

 ݕൌ ݂ሺ ͳݔǡ  ʹݔǡ ǥ  ݊ݔሻ

Where the vectors ሺݔଵ ǡ ݔଶ ǡ ǥݔ ሻ represent cost factors of the software product. The main diﬀerence
among the existing algorithmic methods refers to
the selection of functions and the cost factors. All
the cost factors which are used in those models
can be divided into the following categories: product, hardware, staﬀ and project (Khatibi, Jawawi,
2011b). Quantiﬁcation of these factors is rather difﬁcult to obtain, because some of them might have
been ignored in certain software projects. According to Khatibi and Jawawi (Khatibi, Jawawi, 2011b),
some of the most commonly used algorithmic

models are: COCOMO (Boehm, 1981), SLIM (Putnam, Myers, 1992), SEER-SEM (Jensen, 1983) and
Function Points (Albrecht, 1979). These techniques
have several advantages, and the most prominent
of which are objectivity, repeatability, the presence
of supporting sensitivity analysis, and the ability to
calibrate to previous experience. On the other hand,
these models also have some disadvantages such as
their lack of ﬂexibility in adapting to the new development environment. In Figure 5 a distribution of
used algorithmic models is shown. The most commonly used estimation method is the so-called COCOMO. It oﬀers an oﬀ the-shelf ﬁxed estimation
model, in which all eﬀort relationships are already
predeﬁned.

Figure 5 Distribution of used algorithmic models
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Source: Created by the authors

Boehm (1981) developed the ﬁrst COCOMO model
using a multiple regression analysis. The most recent COCOMO II has been designed by calibrating
the original model, which was conducted by using
measurement data and expert judgment (Boehm
et al., 2000). For this purpose, a hybrid approach
to model parameters has been used, that has been
learned from measurement data using statistical
regression provided directly by human experts, and
has been integrated by using Bayes’ Theorem. Consequently, COCOMO II model requires very speciﬁc input data (Boehm et al., 2000).

3.4 Non-algorithmic methods
Unlike the algorithmic methods, the methods from
this group are based on an analytical comparison
and interference. Using non-algorithmic methods

requires information about previous projects similar to the project that has to be evaluated. Three
general methods of estimation are given due to the
fact that in recent years there have been published
many papers on their application. According to
Khatibi and Jawawi (Khatibi, Jawawi, 2011b), the
most commonly used non-algorithmic models are:
analogy (Li et al., 2009; Shepperd, Schoﬁeld, 1997;
Sternberg, 1977), expert assessment (Khatibi, Jawawi, 2011a) and machine learning methods (Malhotra, 2015).
The analogy based software cost estimation, which
is essentially a case-based reasoning approach, was
ﬁrst proposed by Sternberg (Sternberg, 1977). The
analogy method is based on conclusion from cases,
without the use of experts. In general, the basic idea
of ABE is simple: when provided a new project for
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estimation, compare it with historical projects to
retrieve the most similar projects, which are then
used to predict the cost of the new project. According to Li (Li et al., 2009) the ABE process system
consists of four phases.
Estimation based on expert judgment is still the
most popular estimation method in the software
industry. This assessment is based on professional
judgment, and it is made on the basis of advice
received from the experts who have extensive experience on similar projects. This method is usually used when there are limitations in ﬁnding data
and gathering requirements. The most commonly
used methods based on this technique are: Guesstimation, Wideband-Delphi, Estimeeting, Planning
Game, Analytic Hierarchy Process, and Stochastic
Budget Simulation.

In recent years, machine learning methods have
been applied in SCE domains. It is a consequence
of the fact that managers had realized the potential
of ML techniques and began applying them in the
management of software projects. ML methods
can be categorized into the following main groups:
Fuzzy (Zadeh, 1965), ANN, ANFIS (Buragohain,
Mahanta, 2008), GA (Banjanović-Mehmedović,
2011). In Figure 6 is shown a number of papers applied by software cost estimation of non-algorithmic models, in order to obtain a more detailed insight into the non-algorithmic models used in this
paper. In Figure 6 is shown a distribution of used
non-algorithmic models, which show that machine
learning or data mining methods are the most frequently used techniques, followed by analogy.

Figure 6 Distribution of the use of non-algorithmic models
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Source: Created by the authors

The most commonly used non-algorithmic estimation model is machine learning or data mining techniques. Machine learning (ML) methods, with several reported successful applications, have gained
popularity in recent years. ML methods are focused
on the eﬀects of data pre-processing techniques in
the context of software cost estimation (Huang et
al., 2015). Papatheocharous and Andreou (Papatheocharous, Andreou, 2012) have addressed the issue
of SCE and proposed the use of decision trees enhanced by fuzzy logic as a solution for establishing
an accurate cost model. As software becomes more
complex, the importance of research on developing
machine learning methods for estimating software
204

cost development has perpetually increased. Therefore, there is a need for increasing experimental research in the area of ML and SCE.

4. Discussion and conclusion
In this paper, a comprehensive literature review has
been conducted on software cost estimation. To be
able to carry out such an assessment, a methodological framework has been developed, which consists of the two phases: phase one (selection and
accumulation of articles) and phase two (analysis
of the collected articles). Using this framework for
conducting a review of the literature provides an
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overview of the research area of software cost estimation, regardless of research disciplines, scientiﬁc
ﬁeld and research topics. The research shows that
articles dealing with software cost estimation have
been published in more than 70 journals, and that in
the ﬁrst ﬁve journals, regarding the number of published papers, about 35 percent of all papers have
been published.
In the last decade, the subject of many researches
has been directed towards ﬁnding the most important factors for failure of software product
development. According to several studies mentioned in this paper, one of the common causes
for failures of software projects are the inaccurate
budget estimates in the early stages of the project.
Thus, the introduction and emphasis on evaluation methods appears to be necessary to achieve
accurate and reliable assessment of the software
product. In this study the majority of evaluation
techniques are presented systematically. Since the
managers of software projects are used to selecting
the best method of evaluation in accordance with
the conditions and status of a project, it seems that
the state and practices in the application of evaluation techniques may be useful in reducing the
number of project failures.

There is no optimal method of assessment that
can be presented as the best in all diﬀerent situations i.e., every method of evaluation is appropriate for a certain project. In order to choose the best
method of evaluation, it is necessary to understand
the principles of each of the assessment methods.
Each method of estimation depends on several parameters, such as the complexity of the project, its
duration, staﬀ expertise, methods of development,
and so on. Improving the eﬀectiveness of existing
methods and the introduction of new methods for
estimation, based on the current requirements of
software product development, represents the future trend in this area.
Future research needs to focus on the creation of
models for estimating the budget for the development of software products, as well as the analysis of
the factors inﬂuencing the performance. As a methodological basis there are going to be used methods
of artiﬁcial intelligence such as neural networks and
neuro-fuzzy. Such analysis could lead to the creation of an intelligent system for decision support in
the budget estimates for the development of software products, which would contribute to greater
success of IT projects and quality of management of
such projects as a whole.
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LITERALNI PREGLED PROCJENE TROŠKA RAZVOJA
PROGRAMSKOG PROIZVODA
Sažetak
U suvremenom poslovanju i upravljanju poslovnim procesima standardizacija svih postupaka omogućava
stvaranje dodatne vrijednosti, konkurentnosti i uspješnosti u poslovanju organizacije. Procjena budžeta za
razvoja programskog proizvoda presudna je za uspjeh IT projekta, jer nemogućnost realne procjene dovodi
do loših projektnih planova, nezadovoljstva klijenata, loše kvalitete programskog proizvoda i smanjenog
proﬁta. Kako bi takvih situacija bilo što je moguće manje, izradu točne i pouzdane estimacije troškova
programskoga proizvoda potrebno je obavljati u svim fazama životnog ciklusa projekta. Iako je, do sada,
objavljeno na stotine istraživačkih članka s naglaskom na primjenu različitih metoda procjene budžeta programskog proizvoda, ne postoji istraživanje i pregled trenutnog stanja, istraživačkih trendova u području
procjene budžeta programskog proizvoda. Ovaj rad ima za cilj kreirati okvir za procjenu troškova razvoja
softverskih proizvoda osiguravajući pregled najznačajnijih istraživača, najutjecajnijih članaka objavljenih u
WoS bazi podataka, najčešće korištenih ključnih riječi u pretraživanju članaka, kao i pregled tehnika procjene koje se koriste u procjenama troška softverskog proizvoda.
Ključne riječi: procjena troška programskog proizvoda, predikcija troška programskoga proizvoda, analiza
ključnih riječi, tehnike procjene
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ORGANIZATIONAL CULTURE
AND LEADERSHIP STYLE: KEY
FACTORS IN THE ORGANIZATIONAL
ADAPTATION PROCESS
Abstract
This paper intends to theorize about how the speciﬁc leadership style aﬀects the organizational adaptation
in terms of its external environment through fostering the desired organizational culture. Adaptation success, the dimensions of organizational culture and the executive leadership role in fostering the desired corporate culture conducive to the organizational adaptation process are discussed in this paper. The objective
of this paper is to highlight the top executive managers’ crucial role and their leadership style in creating
such an internal climate within an organization that, in turn, encourages and strengthens the implementation of changes and adaptation to its environment. The limitations of this paper lie in the consideration that
this subject matter is discussed only at a theoretical level and that its validity should be proved through
practical application.
Keywords: Organizational culture, leadership style, organizational adaptation

1. Introduction
The success of any business is closely linked to its
ability to adapt its purpose to a volatile environment. In order to adapt and, thus, remain resilient
in business, leaders must be continuously mindful
of the changes in the environment in which they
operate. This paper intends to theorize about how
a speciﬁc leadership style aﬀects the organizational
adaptation to its external environment by building up an organizational culture that will support
changes. It also examines the dimensions of the organizational culture and executive leadership at the
top management level. Although this paper does
not provide any results of empirical research, it can
be considered as valuable in providing an initial direction and propositions for future research.

Leadership styles have strong eﬀects on corporate
culture because employees tend to act in ways that
mirror their leaders. There are many deﬁnitions of
organizational culture. The most widely used is the
one from Schein (1992). According to him, an organizational culture is deﬁned as a pattern of the
shared basic assumptions that the group learns as
it solves its problems of the external adaptation
and the internal integration. The acquired assumptions are proved valid enough to be taught to the
new members as the correct way to think, perceive,
and feel in relation to those problems. Moreover,
he deﬁnes organizational culture by dividing it into
three levels (Schein, 1985). The elements of the
culture from the ﬁrst level are easily discerned but
hard to understand. The second level values are the
espoused values. The third and the deepest level in-
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volves the elements of culture that are invisible and
not cognitively identiﬁed between the organizational members. Furthermore, these are the elements of
organizational culture which are accepted as they
are and are not subject to public scrutiny. Many of
these unspoken rules exist without membership
awareness. Schein’s organizational culture model
also provides the frames of reference for creating
cultural changes. According to Schein, it is sensible to have discussions with as many employees
as possible to discover the underlying backgrounds
and aspects of organizational culture. These could
serve as a basis for initiating cultural changes.
Changes have always been and will remain the only
constant that never changes in organizational life.
Authors like Kin and Kareem (2015) emphasize that
the change is a site thread running through all organizations, regardless of their type, size, location,
age or activity that they practice. Theorizing about
what organizations should do, not only to survive,
but also to be able to prosper in a socio-economic
environment that is constantly changing, started after the publication of The Adaptive Corporation by
Alvin and Heidi Toﬄer in 1985. In their discussion
of diﬀerent organizations, including their own, they
identify several attributes that seem to enable them
to adapt to the economic, social, and other shifts
that routinely occur around them. Empirical studies
(Entin, 1999) have conﬁrmed what the contingency theorists authors argued (Burton, Obel, 1998),
namely, that the eﬀectiveness of an organization is
inﬂuenced by the degree of ﬁt between the requirements of the environment and the characteristics of
an organization. Some authors, like Mackenzie et al.
(1996), emphasize the dynamic advantage as a crucial advantage in the face of changing environments.
Organizations are like organisms: they have to keep
evolving if they are to survive. Managing and leading the organization, that is capable of both fast and
successful adaptation, certainly requires some new
skills. The challenge that all managers face today is
the eﬀort that they need to make in order to learn
new skills and techniques, particularly in terms of
creating and communicating a shared vision and
implementing processes that engage their employees in programmes of continuous organizational
internal culture development.
The paper is structured as follows: the ﬁrst part is
the introduction, which is, then, followed by the
review of a number of references relevant to the
concept of the organizational culture and leader210

ship style necessary for leading the organizational
adaptation. The paper also describes the propositions on the relationships between the leadership
roles in creating the organizational culture, which
would contribute to the success of the organizational adaptation process. The discussion, the study
limitations and the conclusion are presented in the
last part of the paper.

2. The review of references on leadership,
organizational culture and organizational
adaptation
Among the majority of authors (e.g. Schein, 1985,
1992, 1996, 2004; Block, 2003) there is a strong belief that organizational culture can be consciously
designed and manipulated and that leadership is a
crucial factor in this process (Senge, 1990; Waldman
et al., 2001; Vera, Crossan, 2004). It is frequently
highlighted by research into leadership and organizations that organizations operate in an increasingly complex and dynamic environment. The previous
research into organizational adaptation clearly identiﬁed the key role played by organizational culture
in the organizational adaptation process (Kets de
Vries et al., 2009). Authors like McMillan and Gilley
(2009), point out that transformations are increasingly perceived as a critical driver of organizational
success as well as an essential factor in creating the
organizational competitive advantage. Transformations require leadership. Leaders are frequently expected to take responsibility for the organizational
transformation. The conducted empirical research
has shown that the role of leaders in the change process has a strong impact on the outcome of the effort invested in change (Higgs, Rowland, 2005). It is
necessary to build a corporate culture that both encourages and stimulates changes. The culture can be
changed but it is a timely process and, sometimes, a
change in leadership is needed. Since managers are
drivers of change, they should also possess qualities
of true leaders to be able to eﬀect changes. In other
words, the top executive task is to create an internal
organizational climate that supports their eﬀorts. It
is harder to change a culture when there is a perception of things going well. The role of leadership in instituting change and aligning culture with strategy
is a key element in organizational adaptation. Many
authors have described the traits that are necessary
for driving the change within organizations (Collins,
Hansen, 2011), (Heifetz et al., 2009), (Kotter, 1996),
(Kouzes, Posner, 2002). The need for change is ex-
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tremely important and provides a balance between
innovation and discipline in order to take risks (Collins, Hansen, 2011). Collins and Porter (1996) go
even further and introduce into the discussion the
role of core ideology and vision as an integral part
of any successful organization. From their discussions emerged the conclusion about the importance
of harmonizing leadership, strategy, vision, culture,
processes and outcomes. The role of mid- and senior-level leaders in driving change is critical according to Dinwoodie et al. (2015)1. The same claims are
made by Romanelli and Tushman (1985), who argue that the most extreme forms of organizational
change require top management involvement: Only
executive leadership can initiate and implement
the set of discontinuous changes required to aﬀect a
strategic reorientation. Leaders need to adopt these
mental models so they could help them understand
the consequences of their behaviour in order to
achieve higher goals and eﬀects of their behaviours
on multiple objectives and the importance of balancing competing values. Peter Senge (1990), in his
book The Fifth Discipline: The Art and Practice of
the Learning Organization, ﬁnds mental models can
help us understand why miscommunication happens. According to Johnson-Laird (1983), mental
models are representations of reality that people use
to understand speciﬁc phenomena. They represent
deeply ingrained assumptions or generalizations
that inﬂuence our understanding of the world and,
consequently, the manner in which we take action.
Since mental models represent assumptions held
by organizations and individuals, which determine
how an organization thinks and acts, they can be a
barrier for organizational learning (Magzan, 2012).
Leaders should therefore emphasize the importance
of teamwork and collaboration as a primary value
in the organization and communication plays a crucial role in these eﬀorts.

3. Types and causes of changes in an
organization
Change is a process of modiﬁcation of an existing
organization or its transformation into something
new. According to Nadler (1988) change is a transition state from the current state of the organization to its future desired state. Changes in terms of
organization represent an extraordinary challenge
for managers because of the strong interdependence of the many parts or elements of the system.
System elements are interconnected and cannot be

individually moved and, because of this, change is
complex, challenging and attainable only with the
help of many people and thus there is an occurrence
of many eﬀects of resistance (Kotter, 2009). Bouchikhi and Kimberly (2003) list three organizational
levels or layers in which changes occur: operational,
strategic and identity. The operating layer includes
changes in organizational structures and processes.
The strategic layer includes the change of strategy,
mission and vision and the identity layer includes
changes in the organizational culture. The causes
of change are divided into two categories, namely
external and internal sources. An organization can
manage its internal resources, but it has to pay attention also to the analysis of external sources on
which it has a limited impact. Managers in business
organizations are daily faced with numerous challenges of the environment: globalization, internationalization, social responsibility, environmental
awareness, technology development, standardization, quality control and others. Some of the challenges create opportunities and others threaten the
survival and development of the organization. Such
an environment requires the ability to coordinate the
organizational elements (identity, culture, strategy,
structure, processes, systems, people, technology)
both mutually and with the developmental trends
of the environment through organizational changes
aimed at improving the competitiveness. Furthermore, Judge and Blocker (2008) state that the more
resourceful businesses are in a rapidly changing environment, the more able they are to adapt faster
and to be more cautious towards changes in their
competitive environment. They will be able to adapt
more quickly to changing market conditions compared to their competitors and thus achieve competitive advantage. Classiﬁcation of organizational
change can be seen from three viewpoints: causes,
processes and content, thus according to causes
of organizational change it is divided into adaptation and organizational development. Adaptation
is a change triggered by the interaction of the organization and the external environment while the
organizational development promotes growth and
development within the organization. Organizational change is a process of transition from old, inappropriate organizational solutions, towards new
solutions, compatible with the requirements of the
business environment. Advances in technology and
globalization are making organizations face changes
more than ever before and the key contribution to
the discipline is to strengthen the importance of hu-
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man change management to support projects and
initiatives.

4. Change management
Change management is a structured approach
to changes in the organization, management and
people that occur as a result of changes in the environment and the company over time. The need
for recognizing changes as a constant factor further emphasizes the notion that people are afraid
of changes regardless of whether they are managers
or employees (Belak, 2014). Change management,
according to Potss and La Marsh (2004), is “a systematic process of applying knowledge, procedures
and resources necessary to reﬂect the change in the
people who will be under its inﬂuence”. The goal is
the successful, organized and methodical implementation of desired business solutions, controlling
the inﬂuence of change on key people. Change management attaches importance to the management
in order to avoid resistance to change by employees
and mistakes in leadership created by the belief that
change management and leadership ignore the human side of change. From all the aforementioned,
we see that the right leadership style of high management is a decisive factor in managing change in
the organization.

4.1 Leadership styles in change management
Literature in the ﬁeld of management usually treats
the topic of leadership as one of the basic functions of management. An interesting comparison
of management and leadership is given by Northouse (2010) who states that the basic determinant
of management is the establishment of order and
consistency, while the goal of leadership is to cause
change and movement through the creation of a vision, determining strategy, directing and motivating people. From this comparison, we can see the
importance of leadership in an organization as the
leader is the one who drives the employees, shares
with them a common vision and motivates them.
This is conﬁrmed by Yukl (2008: 2) who states that
“most deﬁnitions of leadership reﬂect the assumption that leadership includes the process by which
a person deliberately acts on other people in order
to direct, structure and facilitate activities and relationships in a group or organization.” Every leader
has his/her unique style of leadership and way of
dealing with co-workers and accordingly various
212

theories of leadership and behaviour of the leader
have been developed. Among the ﬁrst, the most frequently mentioned is the autocratic and democratic
leadership, laissez-faire style of leadership, Likert’s
systems of leadership, transactional leadership, and
as contemporary styles we have transformational
leadership, charismatic leadership and transcendental leadership (Sikavica et al., 2008: 486-514;
Cardona, Rey, 2009: 146-150). Charismatic leadership is actually considered a part of the transformational leadership (Robbins, Judge, 2009: 440). In
the research literature, transformational leadership
is most often compared to transactional leadership
and below the comparison of these two styles of
leadership is shown.

4.1.1 Transactional versus transformational leadership style
By the 1980s, according to Howell and Avolio
(1993), the so-called transactional leadership had
been primarily investigated. That style of leadership is based primarily on the legitimate power and
the power of punishment and reward. In order to
spread the earlier knowledge about the theories of
leadership, Bass (1985, according to Howell, Avolio,
1993) proposed a theory of transformational leadership relying on Burns’s classiﬁcation of transactional and transformational political leaders from
1978. By introducing readers to the theme of leadership styles, Bass (1990) explains that in recent
years very few managers have been relying solely
on their legitimate power or the power of punishment that is manifested through the commands
and one-way communication, but instead they are
in a particular interrelationship (transaction) with
their subordinates. The transaction is carried out
so that the manager explains to the employees what
is expected of them in terms of work, and for the
performed work, the employees receive compensation in the form of a bonus for good and penalties
for poor performance. However, as further stated
by Bass (1990), this style of leadership has proved
to be mediocre, especially when it comes to passive
management of punishment. Speciﬁcally, there are
two factors of transactional leadership that diﬀer
with respect to the leader’s activities and the nature
of relations with subordinates: contingent reward
leadership and management by exception. Contingent reward leadership, as explained by Bass (according to Howell, Avolio, 1993), is considered to be
an active and positive way of communication where
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employees are rewarded for meeting agreed targets.
The diﬀerence between active and passive management of penalties is in the manager’s response time.
An active manager continuously monitors subordinates to predict the possible errors and, if necessary, immediately takes corrective actions, while a
passive manager criticizes and scolds or reproaches
when the errors have already been committed by
waiting until the task is executed in order to establish that there is a problem. The problem that occurs
in the transactional style of leadership, according to
Bass (1990) is that it is questionable whether the reward and punishment will motivate the employees,
which ultimately depends on whether the manager
has power to award them as well if whether employees want the prizes and whether they fear punishment. Raza (2011)2 explains how a system based on
rewards and punishments does not motivate employees to strive more than is necessary. Employees
will work just enough to meet the minimum expectations and avoid penalties, but will be in constant
fear of losing their jobs, which makes them ineﬀective because they waste time worrying about the
consequences if they do not meet the expectations
of managers. In the long run, transactional leadership would very probably prove to be ineﬀective
and counterproductive. As opposed to the transactional style of leadership, Bass (1990) states that
transformational leadership gives superior results
compared to transactional leadership. Transformational leadership, as explained by Bass (1990), occurs when the manager is expanding and enhancing
the interests of employees who become aware of
the common mission and accept it, and put general
well-being ahead of their own interests. Avolio and
Bass (2002) therefore suggested four components of
transformational leadership, i.e. the way to achieve
excellent results:
1. idealized leadership - transformational leaders are role models (ideals) to their followers
who admire them, respect them and trust
them, leaders demonstrate and practice high
ethical standards;
2. inspirational motivation - leaders demonstrate enthusiasm and optimism, recognize
the importance of jobs held by their colleagues, clearly portray goals and delegate
tasks required for their achievement;
3. intellectual stimulation - re-review of assumptions, redeﬁning problems, approach-

ing the problem in a new way that can be
extremely encouraging to innovation and
creativity; employees are encouraged to try
new approaches, their ideas are not criticized
although they may diﬀer from the ideas of the
leader;
4. individual consideration - leaders are mentors
to each individual in the eﬀort to realize their
full potential with implied mutual communication.
Considering the above-mentioned components
of transformational leadership, Bass and Avolio
(1994), suggest that the idealized inﬂuence, inspirational motivation and intellectual stimulation
are factors of charisma, and that transformational
leadership alongside charisma includes individual
consideration. Therefore, it could be concluded that
the transformational leader is typically a charismatic person who has a huge impact on the people
around him, including the subordinates. However, if
the leader is not charismatic, he must be very good
at identifying the individual needs of his followers
and intellectually stimulate them to achieve outstanding results and explore their own possibilities
of which they previously may have not been aware.
The point is that transformational leadership is to
“motivate employees to do more than they originally thought possible” (Avolio, Bass, 2010: 31).
Writing about transformational leadership, Raza
(2011) referred to the way in which leaders use their
power. She states that transactional leadership is
characterized by the use of power of rewards and
punishment, while transformational leaders use
primarily the reference power and the power of incentives. Therefore, leaders should be role models.
Looking at personality traits based on the Big Five
model (openness to experience, conscientiousness,
extraversion, agreeableness, and neuroticism) and
transformational leadership, Judge and Bono (2000)
conducted an interesting study in which they concluded that agreeableness is the strongest and most
consistent predictor of transformational leadership
qualities. This ﬁnding is understandable because
agreeableness is mostly associated with charisma,
which is the most important component of transformational leadership, and since leadership takes
place in a social environment the social skills are
very important. Extroversion and openness to experience were also signiﬁcantly correlated with transformational leadership, in contrast to neuroticism
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and conscientiousness for which no link with the
characteristics of transformational leaders was established (Judge, Bono, 2000). Considering the difference between transactional and transformational
leadership, Raza (2011) ﬁnds that transformational
leadership tends to innovate and create new opportunities for employees. In such an environment,
employees are rewarded when they take the initiative. Transformational leaders use their power of reward to encourage creativity and innovation, while
transactional leaders give rewards for the performance of a given task and, in this case, there is no
intellectual stimulation because the employees are
not encouraged to express their full potential and be
critical towards the current state. A characteristic of
transformational leadership, according to Burns (in
Krishan, 2002), is mutual raising of the value and
motivation of both leaders and followers, resulting
in their transformation to act towards achieving a
common vision and mission beyond the borders
of their own interests. Jandaghi et al. (2009) have
shown that managers of successful companies show
more characteristics of transformational leadership in relation to those of the less successful companies, so we can conclude that transformational
leadership in practice gives better results than other
styles of leadership. In spite of that, transactional
and transformational leadership may not be seen
as opposite and mutually exclusive styles. Howell
and Avolio (1993) have particularly addressed this
issue and concluded that Burns and Bass as the
originators of the theory of transformational leadership disagree on this issue. In fact, unlike Burns,
based on whose classiﬁcation Bass developed his
theory, Bass’s transactional and transformational
leadership is not considered opposite as managers,
depending on the situation, to a greater or lesser
extent, show the characteristics of transactional or
transformational leadership. However, an important feature of transformational leaders is that, unlike transactional leaders, they do not consider values, needs, motivations and goals of employees as
given and unalterable (Krishan, 2002), i.e. they show
their eﬀects through employee satisfaction and level of performance, but transformational leadership
does not replace the transactional leadership (Avolio, Bass, 2002). The transformational leader is not
necessarily the complete opposite of a transactional
one, write Cardona and Rey (2009: 147) stating that
the transformational leader is in fact an “enriched
transactional leader” thereby wanting to emphasize that the impact of transformational leaders is
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deeper because it is not focused on the inﬂuence
exclusively through rewards and punishments but
also through their charisma. Pursuant to the above,
it can be concluded that managers, especially those
with the characteristics of transformational leaders,
can use various tools to aﬀect the encouragement,
acceptance and management of changes in the organization, which will ultimately be reﬂected in organizational performance.

5. The theoretical framework of relationships
between leadership style, organizational
culture, organizational adaptation and
organizational performance
According to Koenea et al. (2002), the performance
is inﬂuenced by the internal climate. Their research
indicates that the speciﬁc internal atmosphere is the
only factor responsible for performance success.
The research has also highlighted the key role of top
managers in creating an either positive or negative
working atmosphere. People work better if they are
motivated, involved and familiar with the job to be
done. So, the important question is, what is it that
makes a team productive and successful?
The model presented in this paper implies that
business results may be improved when employees work in such a climate that encourages positive
energy and a working atmosphere and gives people
the feeling that they are a part of the team and the
group’s success. The top executive leadership style
seems to be the most important factor in the creation of such an atmosphere. Both managers and
academic researchers believe that organizational
culture can be a driver of employee attitudes and
organizational eﬀectiveness and performance. Using the appropriate leadership style that encourages such an indoor climate certainly aﬀects the end
business results. According to the presented model,
the top executive leadership style aﬀects the construction of the organizational culture which will
support the adaptation process in such a way that,
eventually, an organization is capable of achieving
the highest performance. Leadership and culture
cannot be considered isolated because only through
their joint interaction it is possible to achieve better
performance. It could be assumed that each of the
individual leadership styles creates a diﬀerent internal climate. Each leader has his/her own methods
of communication, approaches to problem solving, and modes of behaviour necessary to remove
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restrictions on the eﬀective ﬂow of knowledge and
ideas that is so important to truly understand a rapidly changing environment and adapt to its challenges and opportunities (Vrdoljak Raguž, Borovac

Zekan, 2015) The diﬀerent working environment
results in the creation of the various teams which
consequently have diﬀerent ﬁnal performance results (Figure 1).

Figure 1 The relationship between leadership style, organizational culture, organizational adaptation
and organizational performance
/HDGHUVKLS6W\OH

7UDQVIRUPDWLRQDOOHDGHUVKLS

7UDQVDFWLRQDOOHDGHUVKLS

2UJDQL]DWLRQDO&XOWXUH

2UJDQL]DWLRQDO&XOWXUH

2UJDQL]DWLRQDO$GDSWDWLRQ

2UJDQL]DWLRQDO$GDSWDWLRQ

2UJDQL]DWLRQDO3HUIRUPDQFH

2UJDQL]DWLRQDO3HUIRUPDQFH

Source: Model made by the authors

The organizational culture is inﬂuenced by various factors: the organizational history, leadership
quality and their personal characteristics. Leaders,
through their personalities and speciﬁc leadership
styles, are capable of inﬂuencing the organizational
culture. They are able to determine the desired cultural basis in the organization, which is fostering
the improvement of individuals with values that are
desired for an organization and eliminating the ones
who underestimate those values. Yukl and Mahsud
(2010) claim ﬂexible and adaptive leadership is essential for survival of any company. It can be said
that transformational leadership is one of the most
inspiring leadership styles, while transactional leadership styles are more interested in maintaining the
normal ﬂow of processes and thus do not stimulate change. Transformational leadership is about
“changing the organisation’s strategies and culture
so that they have a better ﬁt with the surrounding environment. Studies have found that a strong
culture increases organizational performance only
when the cultural content is appropriate for the organization’s environment” (McShane, Von Glinow,

2005: 483). An organization which has a stimulating and a healthy internal organizational climate
will show better results in adapting to a changing
environment and will be able to react faster, once
the changes occur. It is expected that this is likely
to happen in organizations that have an innovative
and supportive culture and are led by transformational leaders, rather than in organizations with a
bureaucratic organizational culture that are led by
transactional leaders. Transformational leadership
is particularly important in organizations that require signiﬁcant alignment with the external environment. Without transformational leaders, organizations stagnate and eventually become seriously
misaligned with their environments. Therefore, it
could be emphasized that every organization has its
unique organizational culture that is created over
longer periods of time and that it can be inﬂuenced
and changed so that the organizational adaptation
process can be initiated and completed within reasonable time. That will ultimately lead to the improved business performance.
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6. Discussion, study limitations and conclusion
The objective of this paper is to promote a shared
understanding of the nature of the organisational
adaptation process and to disclose the role of leadership in those transformations. Previous researches have shown that any change in organization
depends on the leaders’ ability to share and communicate ultimate goals to employees. Not all leaders
have the personal skills and ability of transferring
and sharing a common vision. The reason that many
organizations struggle with their adaptation process
might be that the top executive managers pay insufﬁcient attention to both; the development of their
skills and their ability to create and share a common
vision. It is also important to mention that frequent
and eﬀective communication is particularly important during the process of change and that it is
primarily inﬂuenced by a speciﬁc leadership style.
Therefore, after the detailed analysis of references,
it can be concluded that the top executive manager
leadership style relies and depends on the process
of organizational adaptation and change by creating
a stimulating organizational culture. Unfortunately,
the number of studies that address the eﬀects of
the organizational culture and a speciﬁc leadership
style on the outcome of the adaptation process and,
consequently, the creation of the adaptive organization, with emphasis on the creation of a common
vision, is insuﬃcient. The authors studied a range
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of references by mostly English writing researchers,
who have studied the inﬂuence of leadership style
on the organizational culture in their own cultural
surroundings, and it is likely to expect that scientiﬁc research into leadership styles across diﬀerent
countries will show diﬀerent results. For instance, if
research is conducted in transition countries, it is
expected that the results will be the same: the transformational leadership is more prone to changes
and it eventually leads to the improved overall performance. In addition, there are many variables that
should be considered before making a conclusion
regarding organizational culture, such as: norm
content, culture consensus and norm intensity, etc.
This may inspire further research. Furthermore,
the study of organizational culture can be qualitative and/or quantitative. One of the advantages of
qualitative methodology is an initial introduction to
the problem, which provides the basis for a deeper
insight into the new context due to the convergence
of the researched phenomena. This paper is exclusively based on the review of the resources that are
closely associated with the studied phenomenon
and, therefore, the ﬁndings are inconclusive and require empirical testing. Despite all the limitations
of this study, it could still be concluded that the top
executive managers play a key role in the process
of creating a stimulating organizational climate that
enables the organizational adjustment whose end
result is high performance.
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ORGANIZACIJSKA KULTURA I STIL VOĐENJA: KLJUČNI
ČIMBENICI U ORGANIZACIJSKOM ADAPTACIJSKOM
PROCESU
Sažetak
U radu će se razmotriti kako speciﬁčan stil vođenja utječe na organizacijsku prilagodbu u smislu njegovog
vanjskog okruženja kroz poticanje željene organizacijske kulture. Uspjeh prilagodbe, dimenzije organizacijske kulture i uloga vrhovnog vodstva u poticanju željene korporativne kulture koja vodi procesu organizacijske prilagodbe su razmotreni u ovom radu. Cilj ovog rada je istaknuti ključnu ulogu vodećih menadžera
i njihovog stila vođenja u stvaranju takve unutarnje klime unutar organizacije koja, pak, potiče i jača provedbu promjena i prilagodbu poduzeća njegovoj okolini. Ograničenja ovog istraživanja nalaze se u tome da
se o ovom predmetu raspravljalo samo na teoretskoj razini i da bi njegovu valjanost trebalo dokazati kroz
praktičnu primjenu.
Ključne riječi: organizacijska kultura, stil vođenja, organizacijska prilagodba
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TRENDS IN THE USE OF
INFORMATION TECHNOLOGY
IN LOGISTICS SYSTEMS
MANAGEMENT
Abstract
There are more and more modern logistics systems on the market that, as part of control systems, must
guarantee production ﬂexibility, required delivery dates, market readiness and liability for binding capital
into inventory. Market globalization imposes the necessity of meeting certain standards in business that
guarantee the quality of work done. The rapid development and use of information and communication
technologies in support of the individual needs of users are becoming increasingly important for successful implementation of business activities. The paper analyzes the role of information and communication
technologies in logistic processes and in the integration of logistics systems. Examples from practice conﬁrm the reasons for increased investments made by companies engaged in this segment of work with an
aim to optimize business operations and increase proﬁts. The emphasis is placed on the signiﬁcant role of
information technology in logistics operations, current results and applications, as well as possible future
applications.
Keywords: Information technology, management, logistics systems, logistics processes, optimization

1. Introduction
Logistics is an integral part of our daily lives. It
has a greater role and more inﬂuence than most
other human activities. Logistics also involves wellknown supply chain management. It includes not
only physical production but also service activities
(Brčić, Ševrović, 2012: 2). Its purpose is to continuously improve the ﬂow of goods and information
through the enterprise, reduce inventory, and shorten production lead time at the lowest cost.
An increase in the level of competitiveness and
technological progress in the early 21st century has

resulted in new approaches to the optimization in
this activity as it implies high costs if the ﬁnal result
to be achieved is to provide a high level of customer
service.
In their paper, Renko and Fičko (2009: 157) list the
elements of a logistics system, such as order and delivery, warehousing, inventory management, handling (manipulation), transportation (outdoor and
indoor) and logistics information system and stress
that these elements are closely related and that every logistics process begins with the procurement of
raw materials, which are then transported through
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the production process to ﬁnally reach the customer as a ﬁnished product.
Logistics is embedded in all other functions of a
company (procurement, production, distribution,
storage). The tasks of logistics inside these functions overlap in their daily operations. In such a
way, the tasks of procurement logistics refer to the
management of the ﬂow of goods, the choice of a
warehouse location and type, packaging-related
tasks, the use of a certain mode of transport, the
use of additional transport resources, quality control, inventory management and the management
of loading, reloading and discharge.
Production logistics is part of micro-logistics that
deals with the internal ﬂow of materials to the production site and at the production site. The main
goal of logistics is to provide the production site
with the right materials in the required quantity,
at the right time and at the lowest possible cost. Its
tasks include the decision on whether a product is
going to be produced in one’s own production facilities or acquired from a supplier, the structuring
of production according to logistics aspects, production planning and control as well as the shaping
of the physical ﬂow of products and information on
the products throughout the production process.
The tasks of distribution logistics refer to the control and reception of ﬁnished products, storage of
ﬁnished products, shipping and transportation of
ﬁnished products and the disposal of excess and
damaged materials.
The task of warehouse logistics is to solve questions
about the necessity of storage, the function of storage, optimal storage, optimal storage systems and
most economical means of transportation. Since
storage costs are often high in relation to the total
costs of the company, of particular importance is
storage optimization, i.e. optimization of processes
required to transport goods to a warehouse in the
most cost-eﬀective way, arrange them properly and
deliver them to end-users.
In daily operations, it is extremely important to
connect all the elements of the logistics system and
provide a high-quality, fast and accurate ﬂow of information. Information and communication technologies enable the implementation of these tasks.
The hypotheses of the paper are: the global transport and logistics sector is faced with the transformation of business deriving from the way in which
new digital technologies, changing customer ex222

pectations and collaborative business models impact the market; there is an increasing demand for
integrated logistics services aimed at improving the
quality of work and reducing costs, so that logistics
companies have been developing based upon the
principle of the central distribution warehousing
system; the development of intermodal transport
is a prerequisite for sustainable development and
meeting the requirements of modern lifestyle (safety, ecology, time eﬃciency).
To fulﬁll the aforementioned objectives, investments in the development and use of ICT infrastructure are necessary, as well as automation of
business logistics processes.
Even though many companies have perceived the
importance of the fast progress of technology, they
cannot keep up with it, at least not in the way required by the ideal image of scientiﬁc and professional knowledge in this area.
The motive for writing this paper is to highlight the
current trends applied in practice, but also to point
out possible improvements.

2. Research Methodology
Information in electronic form is a factor without
which no segment of a competitive modern business today can operate or be planned.
Every day questions arise as to how to accept this
kind of information, how to develop it and how to
achieve competitiveness in today’s market by using
it. Technology promotes a new way of thinking and
behavior of people while carrying out business activities. It also develops innovative forms of management that use technology in management-related activities, and point to the need to improve its
implementation in business practice. The primary
and the secondary purpose of using technology
are to increase the eﬃciency of human labor and
communications, and to increase proﬁts as a result
of enhancing the aforementioned primary parameters, respectively.
The segments of E-commerce in a business system
are becoming more sophisticated and more numerous. This paper analyzes the importance of the IT
system and the application of information technology in modern businesses whose core business is
logistics and logistics systems. Special attention is
given to the description of computer and information technologies and their integration into logistics
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systems. The examples from companies illustrate
the development of the logistics market in the Republic of Croatia and the importance of development and the role of information technology in
logistics companies with the purpose of optimizing
work and increasing proﬁts.
Research related to this paper was preceded by a
comprehensive interdisciplinary research study, the
result of which was a ﬁnal paper written by a computer science undergraduate student and defended
at Josip Juraj Strossmayer University of Osijek, Faculty of Electrical Engineering, Computer Science
and Information Technology Osijek. The paper was
entitled “Application of information technology in
logistics systems in the Republic of Croatia” and its
goal was to look at the past and present, but also to
build projections for the future implementation of
information technology in logistics operations.
Research presented in this paper mainly uses secondary sources of information and knowledge. It
explains the importance of information technology
in supporting logistics processes as well as the importance of information technology in the integration of logistics processes, and highlights trends in
using advanced technologies in logistics processes.
An analysis of improvement in the operation of
several companies based in the Republic of Croatia
as a result of investments in information and communication technologies points to the beneﬁts provided in the daily logistics operations. Methods of
deduction, induction, analysis, synthesis, descrip-

tive modeling, causal reasoning, historical method,
methods of generalization, specialization, composition, analogy, classiﬁcation method, and other scientiﬁc methods are used in this research.

3. Information technologies as support to
logistics processes
Modern business imposes the use of the process approach which entails daily use of information technology. This primarily refers to the development of
a customer oriented business process model.
A set of interconnected logistics processes makes
the logistics chain that involves a ﬂow of information in both directions. It usually consists of an inventory management process, a procurement process, a storage process, a transportation process and
a return process (Jujnović, 2011: 295).
The logistics chain that consists of a series of processes, sub-processes and activities that are interrelated is shown in Figure 1.
• material and information ﬂow,
• information ﬂow,
• a – information ﬂow and feedback,
• b – an initial supplier (raw materials),
• c – a supplier,
• d – a manufacturer,
• e – a consumer or an end user.

Figure 1 Logistics chain

Source: Jujnović, 2011: 295

It also shows the impact of the ﬂow of information
in the integration of logistics processes, and the importance of an interdisciplinary approach of information technology, organization and economy to
the logistics chain in order to improve the quality of
communication, accelerate feedback, create a bet-

ter environment for product diﬀerentiation with the
lowest costs possible.
Classiﬁcation of the most frequently used information technologies in the supply chain in terms of the
complexity and their respective purposes can be
seen in Figure 2.
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Figure 2 Information technologies in the supply chain

Source: Created by authors according to Dujak et al., 2011: 262

By analyzing the logistics processes and the application of information technology in certain segments
we can make a synthesis as follows.
It is known that too much inventory incurs high inventory holding costs, and too little inventory leads
to a number of problems and negative consequences for the production, trade and distribution. Consequently, it is necessary to determine the optimal
order quantity and the optimal ordering time.
The intensive organized use of information and
communication technologies by the participants in
the logistics chain e.g. advanced applications that
are used to calculate input and output inventories,
enables us to gather all information needed to make
224

the right decisions about the level and type of inventory. In this way, we may reduce the costs of storing
excess inventory, the costs of administrative errors
and the costs related to non-fulﬁllment of order due
to lack of inventory.
The set of processes and activities relating to physical inventory management makes the process of
warehousing (ﬁnished goods, intermediate goods
and raw materials). The purpose of using computer
technology is to improve the coordination of goods
from the moment of their entry into the warehouse
to the moment of their exit from the warehouse,
and it refers to everything related to the collection,
storage and distribution of data and information
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depending on the organization of warehouse operations in a company that is often conditioned by the
type of economic activity.
In order to increase eﬃciency and ensure a competitive advantage of a company, irregularities that
may occur, such as insuﬃcient use of storage space,
ineﬃcient use of manpower, slow ﬂow of goods,
lack of information on the quantity of goods stored
in the warehouse and the time of storing, item replacement, but also the inability to ﬁnd a speciﬁc
item in the warehouse, should be minimized. Systematic warehouse management through the socalled WMS (Warehouse Management System)
plays an important role in the process of storage. It
represents a solution to monitoring and control of
all warehouse processes without a paper trail, and
its function in the daily work is to support and facilitate the movement of goods in the warehouse
(reception, putting goods in the appropriate place,
selection of items upon the reception of order, and
delivery).
The use of information and communication technologies in the procurement process increases the
quality of relationship and the level of cooperation
between customers and suppliers as they obtain the
necessary information needed to make the right
decisions in a timely manner. The use of electronic
procurement (also known as e-procurement) contributes to streamlining the procurement process,
its improvement, a more rational use of resources,
and greater competitiveness on the market.
Much research has been focused on the distribution
of materials or products since despite technological
advancements and good cooperation between business partners only a small number of companies
manages to reduce transportation costs. Delivery
route planning, vehicle tracking, driver monitoring,
and vehicle maintenance are just some of the activities that companies supported by information and
communication technologies do for the purpose of
improving and optimizing the transport chain.
Mobility technology plays an essential role not only
in achieving a synergistic eﬀect of various modes
of transportation - land (road, rail and pipelines),
water (shipping), and air, but also in increasing the
eﬃciency of company vehicles and employees. This
implies the concept of telematics which includes
telecommunications, automation and information
technology, whose synchronized action enables the
application of intelligent transport systems (pre-trip

information and on-trip driver information, traﬃc
management, driver support, traﬃc management
and control, shipment tracking, ﬂeet management,
security, etc.).
Devices and technologies that perform fundamental
telematics functions in traﬃc are detectors, sensors,
video, radars, RF technology, GPS and GSM technologies, and intelligent transport systems applications adapted to individual transport branches.1
Telematics enables the exchange of information
between all vehicles and the central system. For example, one or more devices are ﬁtted into vehicles
to record and collect information from the vehicle.
One of the devices is used for communication between the driver and the central system, thus making it possible for the driver to transmit data to the
central system without having to make a stop. Controlling can be raised to a higher level at lower cost
because the technology enables us to determine the
location of each vehicle, and monitor the operation
of its engine, its speed on the road, the need for service, as well as the level of humidity and temperature, which is particularly important for transportation of sensitive goods. In the event of an accident,
necessary information about the accident can be
gathered quickly and eﬀectively, such as the location and cause.
Telematics provides a high degree of safety when
very expensive or sensitive cargo is transported. It
also enables traceability of goods to both customers
and suppliers.
Ensuring transparency in the logistics process results in considerable savings (reduction of vehicle
maintenance costs, fuel consumption, and the number of employees managing the required documentation and implementation of controlling), speeds
up delivery time, and reduces the number of accidents by close monitoring of drivers.
No less important part of the logistics process is the
process of return of goods, which can be explained
as reverse ﬂow of goods through the distribution
logistics chain. The basic function of information
technology in that chain is to record requests and
provide reasons for the return of goods to facilitate
the procedure of return, but also to manage the
amount of returned goods.
The necessity of interaction among several companies in this segment of the logistics process implies
complex IT systems, and accordingly a small num-
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ber of companies have a successfully automated IT
environment of the return process.

4. Information technology and the integration
of logistics processes

Computerization of the return process is ensured
by a set of EDI standards (Electronic Data Interchange), whose purpose is the electronic transfer
of structured data from one computer application
to another. Precision and accuracy of the work
done thus become greater as the possibility of human error in this kind of work is minimized since
documents such as purchase orders, delivery notes,
invoices, payment notiﬁcations and the like are exchanged electronically.

In order to enhance the eﬃciency of a company,
companies increasingly recognize the importance
of cohesion and coherence of logistics processes.
Today, information and communication technologies are playing a key role in this segment through
the exchange of information, joint planning, coordination of business activities and the acceptance of
new business models and technologies, which can
be seen from Table 1.

This approach to work raises the standard of the return process and represents a signiﬁcant step in its
development.
Table 1 Integration of the logistics chain across four areas
The exchange of information among members of the logistics system enables us to:
•

reduce the impact of uncontrolled “rampage”,

•

detect problems earlier,

•

respond faster,

•

build trust and conﬁdence.

Joint planning, monitoring, updating and design enable us to:
•

reduce costs (non-manufacturing overhead costs, operating costs),

•

reach higher capacity utilization,

•

provide a higher level of customer service.

Coordinated workﬂow and operations enable:
•

more eﬃcient logistics services,

•

faster response to client requests,

•

improved services,

•

convergence of services in the market.

Acceptance of new business models and technologies enables us to:
•

enter new markets,

•

oﬀer new services,

•

improve eﬃciency,

•

embrace mass customization.

Source: Jujnović, 2011: 301
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Barcode technology, electronic data interchange
(EDI), and RFID (Radio Frequency IDentiﬁcation)
technology that uses radio waves to automatically
identify people or objects are especially important
in the aforementioned business activities.

4.1 Barcode technology
After the long historical development of this technology, the EAN system was created in 1976 as a result of striving for standardization and it represents
the European product labeling system. The EAN-13
barcode is mostly used in Europe for labeling individual products (or their packaging). The ﬁrst two
digits indicate the country of origin (in which the
product was packaged), the next four reveal the
manufacturer, and the next six refer to the product
itself. The last digit is used for verifying the authenticity and it is called the check digit (Mesarić, Dujak, 2009: 121).
As of 2003, logistic labels with the SSCC code (or
the Serial Shipping Container Code) have been
used, i.e., an 18-digit numerical data structure as
the key to providing information on the logistic
unit composed of a number of diﬀerent products.2
Its purpose is simpliﬁed loading, shipment routing,
and automated reception of such logistic units.
Such codes have made the ﬂow of goods and information faster and more extensive, and improved
business operations in terms of production, transport, trade, and other services.
The codes consisting of a series of printed columns
or bars of varying thickness which are used to store
certain data reduce the possibility of human error.
Codes given on logistics labels placed on logistic
units are read by means of RFID technology, which
then allows you to store data electronically. Such
data storage is faster and more accurate than typing
in the product key.
Barcode technology relies on a system of encoding
data that is optically read later in the process and
converted into digital data by using a scanner and
a decoder.

4.2 RFID technology
One of the most eﬀective forms of radio frequency
technology is RFID technology which is classiﬁed as
an automatic identiﬁcation technology, such as bar-

code, a chip card and biometric technology (Dujak
et al., 2011: 263).
This is a technology in which logistic units are identiﬁed by using electromagnetic waves in radio frequency bands, the main beneﬁts of which are the
contactless prompts (the term tags is used in everyday practice) containing information with the possibility of entering additional new information.
Readers can quickly identify a large number of tags
(more than 100 per second). A small integrated circuit (chip) and an RF antenna form a tag. If there are
batteries therein, these are active tags; without batteries, we deal with passive tags. There are several
diﬀerent forms of RFID transponders: tags, labels,
cards, etc.
An RFID system consists of the following components: an RFID transponder, an RFID reader and
an RFID antenna. Most RFID transponders we use
today do not have their own energy supply (as they
do not have a built-in battery, they are referred to as
passive transponders), but receive it through radio
waves such that the reader comes into contact via
its RFID antenna that emits radio waves into space
around it. When the transponder is close enough
to the antenna, it receives radio waves providing
enough energy for operation. This allows it to establish communication with the reader under the
set protocol, under which the desired information
is exchanged. Their communication range varies
from 5 millimeters to 5 meters. Their storage capacity is relatively small. They are used to identify
products that enter, leave or move around the plant.
In some RFID systems, we use transponders with
built-in batteries (with a service life of 5-10 years).
Such transponder is said to be active. In such systems, transponders do not consume energy for
their operation from the electromagnetic ﬁeld emitted by the reader, as it is provided by the battery,
so for this reason, the ﬁeld may be weaker or the
communication distance between the transponder
and the reader is greater. This provides a greater
range of reading data. Their storage capacity and
the strength of the radio frequency signal are much
higher, and they are often used in situations when
you need to locate an object. They are also more
expensive than passive transponders. In addition
to transponders and readers, this equipment also
covers smart tag printers. Their purpose is to add a
barcode and enter the desired content in the RFID
label.3 The aforementioned is shown in Figure 3.
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Figure 3 RFID system

Source: Crnjac Milić et al., 2015: 287

RFID technology promotes the eﬃciency of internal work processes, ensures accuracy, gives a better insight into the processes and enables inventory
reduction.

4.3 Electronic Data Interchange (EDI)
EDI (Electronic Data Interchange) is deﬁned as
the transfer of structured data, by agreed message
standards, from one computer system to another
without human intervention.4

Figure 4 Manual data exchange process

Source: EDI Basics, “What is EDI (Electronic Data Interchange)?” 5
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Figure 5 The EDI process

Source: EDI Basics, “What is EDI (Electronic Data Interchange)?”6

Figure 4 and Figure 5 indicate the purpose of these
systems in their daily operations, i.e., to achieve
greater eﬃciency and cost reduction due to accurate and timely transfer of documents without
paperwork. It facilitates communication between
business entities and standardization of business
operations.

in those countries where they operate in a way that
they easily adapt to speciﬁc market requirements.

In logistics processes, EDI technology is particularly important when an organization links its information systems to those of its suppliers, searches
their databases, orders items electronically, chooses
the best oﬀer, has current information at its disposal and transfers standardized documentation
(Andrlić, Hak, 2008: 155).

Logistics services providers are often under pressure from their clients, customers, and the community because quality management and active environmental protection are tasks of all participants in
the chain, from producers to consumers, in order
to fulﬁll the daily goal of maintaining a sustainable
competitive advantage.

5. Trends in logistics processes
Outsourcing has become a popular trend and an
important business strategy for boosting operational eﬃciency, espeacially as part of modern logistics.
Decisions on the type of outsourcing are made on
the basis of a thorough analysis and consideration
of the real situation in the companies with the aim
of achieving greater competitiveness, adapting easily to changes, improving business processes and
ultimately increasing proﬁts.
Logistics services providers need to be aware of differences in the demand for logistics services, and
focus on developing and expanding the range of
services by ﬁnding optimal solutions for every new
challenge. Although this form of business has long
been accepted in the market, there is still room for
improvement in this area, particularly in the provision of logistics services, since the development of
large companies is often focused on logistics providers that can provide the required work quality

The implementation of a management system in
accordance with the quality and environmental
protection related standards (ISO 9001, 14001,
HACCP, IFS, Qudal) imposes new trends in logistics processes, too.

For this purpose, they have turned to advanced
technologies and achieved some improvements in
relation to customer satisfaction, cost reduction
and environmental protection, such as real-time
transportation optimization in shipping, storage
capacity optimization, improvements in relation to
goods manipulation and adequate storage, sorting,
order picking and distribution of goods.7
The key drivers of the logistics market are increased
investments in infrastructure and improved business eﬃciency achieved by companies focusing on
their core competencies and outsourcing related
services.
The economy of Europe accounts for 29% of the
world’s GDP and the logistics industry accounts for
5% of Europe’s GDP.
The logistics market is expected to witness steady
growth during the period 2015-2019. The estimated value of the European logistics market in 2014
amounted to 1,128.62 billion USD, while over the
period 2014-2019 steady growth is expected with
a CAGR (i.e., compound annual growth rate) of
2.97%. The European Union and European coun-
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tries have promoted initiatives for the development
of roads and transport services in Europe stimulating in this way the growth of the European logistics market. Hence, for example, during the period
2007-2013 the EU invested 9.57 billion USD in 327
projects related to logistics infrastructure.8 Signiﬁcant progress in the development of the logistics
industry in the Republic of Croatia took place after Croatia’s accession to the EU on 1 June 2013,
which caused the European market to open and
necessitated some new business adjustments from
market participants. In 2014, the Croatian logistics
industry consisted of 3,126 active logistics service
providers, i.e., 99.46% small and medium-sized logistics service providers, and only 0.54% large ones.
The concentration coeﬃcient of the Croatian logistics industry indicates that the top 10 performing
logistics service providers in Croatia hold 33.81% of
the market. This is moderate concentration, but it is
expected that it will grow.9

In addition to increased infrastructure investments,
a key driver of the logistics market is increased business eﬃciency of the companies achieved by focusing on their core competencies (Christopher, 2016:
19) and outsourcing services for other segments of
their business which are not their primary activity
and imply high operating costs, implementing JIT
(Just-in-Time) manufacturing strategy (Bloomberg
et al., 2006: 8), and the development of e-commerce
that inﬂuenced an increase in the demand for efﬁcient logistics services. By using 3PL or 4PL service providers10 manufacturing companies are able
to increase their production capacities and expand
their business in general by focusing more on their
primary activity (i.e., core business). Figure 6 shows
what providers imply.
As shown in,11 compared to the 3PL concept where
the focus is put on the execution of tasks and transportation contracts, the 4PL concept is focused on
the integrated logistics process, management, intellectual capital and modern technologies.

Figure 6 Providers

Source: Logistika.com.hr, “Koja je razlika između 3PL i 4PL? -1.dio”12

The development of logistics and information technologies has initiated new concepts of logistics
operators, such as 5PL (business expansion on the
Internet, used in transformation of the supply chain
into the supply network) and 7PL (a combination of
3PL and 4PL, i.e., one service provider can provide
both 3PL and 4PL services to the client and it rep-
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resents fully outsourced logistics, where all services
are placed under one roof ).13
From the above trends we can see that the need for
eﬃcient logistics and additional services will grow
in the future, and with more complex requirements
companies will force logistics services providers to
invest in information and communications infrastructure and other technologies.
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5.1 Digitization and green trends in logistics
processes
Faced with increasing competition in the logistics
service market, companies are beginning to optimize their own processes relying on digitization,
which brings the challenge of coordinating and
channeling a large amount of information collected at the right time in the right place. Depending on the needs of the company, it is necessary to
“smartly” choose the software that would enable
a better overview of the activities, and ultimately,
by means of the obtained data, to eﬃciently direct
them towards the necessary optimization of the
work process. The tendency today is to store business information in one place, the so-called “cloud”,
from which it would be both available at all times
and protected from unwanted users. The speciﬁc
features of doing business logistics require constant
development of new technologies or application of
the existing ones in new forms. As an example, we
mention a technological tool that manages distribution in the cities, where technologies enabling
the development of optimal routes by which goods
should be distributed are most frequently used, and
for further destinations they must undergo technological processing with respect to a larger number
of parameters preventing loss optimization in doing
business (e.g., drivers’ hours and working time rules
on longer routes determined by the law of the state
where the company is registered, etc.).
In addition to their own interests, major logistics
companies have recognized the importance of corporate social responsibility. Besides ensuring the
optimization of their own resources, companies
have started to care about ecology as a guarantee of
sustainable development. Usage of advanced technologies reduces fuel costs, optimizes the use of delivery vehicles, but also contributes to the reduction
in CO2 emissions and environmental protection.
Many states have passed their own acts governing
and imposing this form of innovative strategies on
businesses thus driving the leading companies to
make proﬁtable long-term investments in technologies and use them (e.g., the use of small and large
electric vehicles and, in urban transport, the use of
cargo bicycles and tricycles). The development of
intermodal logistics is signiﬁcant for long-distance
transport of goods in terms of both environmental
protection and cost optimization, i.e., increasing the
use of rail, sea and river routes, as well as transport
of goods by air, thus removing a large number of

trucks from the roads. The development of multimodal transport brings many beneﬁts to the economy in general, so in relation to this issue, signiﬁcant steps towards changing the existing situation
should be made in the Republic of Croatia. Hence,
a new strategy for the development of the transport
system in accordance with the European transport
system is necessary.

6. Examples from practice
This section is dedicated to the analysis of the improvement of the operation of certain companies in
the Republic of Croatia for the purpose of optimizing the costs of logistics processes. It also gives an
example of a leading logistics company RALU d.o.o.
that operates in the Republic of Croatia, Serbia and
Slovenia and is a reliable logistics partner to many
Croatian and international companies which seek
highly standardized logistics services in accordance with European standards. As a result of a large
number of logistics services oﬀered in the market
and greater competition in this segment, companies
are increasingly becoming aware of the fact that logistics activities should not be only supporting activities.
Global competition imposes higher standards. Reorganization of business processes, coordination of
business operations and increased eﬃciency are the
results of investments in the development of logistics or cooperation with external partners on the
performance of logistics activities.
Economic operators in Croatia are trying to round
up the production process starting with raw materials to the sale of ﬁnished products. The performance of all activities within a company, including
the logistics ones, makes Croatian products less
competitive in the international market because
quality performance of each individual activity
necessitates continuous investment in technology
without which business becomes unsustainable.
Although there is a growing awareness of the importance of outsourcing services, the role of logistics intermediaries in Croatia is still mostly related
to freight.
Table 2 shows the signiﬁcant progress made by several Croatian companies in the development of the
logistics process as a result of collaboration with
LOGIKO, a business education and consulting ﬁrm
specialized in logistics and procurement.
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Table 2 Improvement of business processes to improve logistics of a company
ROTO DINAMIC d.o.o.

Result: Optimization of warehouse processes

Processes:14
• implementation of new organizational structure,
• deﬁning the position of logistics in the matrix organization structure,
• ﬁnding and establishing the logistics management staﬀ

Result: Inventory optimization by 20% Optimized order time

DREZGA d.o.o.
Process:15

• company’s inventory was reduced by applying an inventory optimization method, designed by a consulting ﬁrm, that consists of six steps, each of which represents an important component of inventory
management, with the goal to manage inventory as an instrument to achieve the sales strategy and
overall business objectives,
• the model was set by means of which a long and tedious process of ordering has been eliminated from
operational procurement.
Result: Master data management
More adequate use of ERP systems

Elektrocentar Petek d.o.o.
Process:16

• the state of the warehouse was recorded and it was found out that the ERP system was used inadequately, but also that master data were of poor quality, which led to communication problems between
the warehouse and the technical service unit and consequently the warehouse was not able to meet
customer and technical service demands timely and accurately; moreover, a discrepancy was found
between the recorded and actual inventory and duplication of codes was identiﬁed in the IT system,
• after analyzing the needs and possibilities of the IT system in the ﬁeld of master data, adjustments were
made which removed the causes of master record duplication, and ultimately the number of item codes
was reduced by 37%, which resulted in easier and faster code search and fewer errors in receiving and
releasing goods,
• a procedure was developed for the entry of new codes (master records), and the entire process was
centralized in one department; the new procedure reduced the number of duplicate codes
Aluﬂexpack d.o.o.

Result: Optimization of production processes

17

Processes:

• new ways of implementing production processes were designed and created,
• production processes were prepared for their computerization throughout all stages of production and
across several factories within the AFP Group in order to achieve high-quality automation
Source: Created by authors on the basis of sources listed in the table

Guided by the above examples, we can conclude
that the use of consulting services and continuous
training within the company could contribute a
lot to the development of skills and the acquisi232

tion of new knowledge of procurement and storage optimization, inventory and manufacturing
process optimization, and total logistics costs
reduction.
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Narodne novine d.d., Jamnica d.d., Gavrilović d.o.o.,
Milsing d.o.o., Zvijezda d.d., Viro d.d., Vindija d.d.,
Elektro-Kontakt d.d., DBT d.o.o., Carlsberg Croatia d.o.o., Podravka d.d., etc. can be listed as some
positive examples of companies in the Republic of
Croatia that have recognized these trends and automated their warehouses.

6.1 The development of logistics companies in
Croatia
Most of the warehouses in the Republic of Croatia
are owned by manufacturers, while the trend in Europe tends to separate logistics from the company’s
primary activity. If separated, this business segment
necessitates large investments in IT technology to
minimize errors in the daily work relating to faster
ﬂows of goods and services from manufacturers to
consumers.
Historically speaking, warehouses were cheap buildings with nothing but concrete walls, but nowadays
it is almost unacceptable to store the goods in such
facilities. For this reason, there is a need for uniﬁed storage facilities and construction technology
that would imply higher building and maintenance
costs. Many companies have therefore recognized
the importance of outsourced logistics services, but
still not enough.
Although much has been recently done in the Republic of Croatia in terms of modern storage capacities, there is still a chance for developing companies oﬀering logistics services. The world’s 70% of
logistics operations have been outsourced to logistics specialists, and in Croatia this ranges between
30% and 40%.18 Companies with logistics services
as their main business activity are faced with more
complex requirements regarding new services offered to their customers (from warehouse design
and its concept to operation modes). In order to
provide clients with the required services at aﬀordable prices, the companies are increasingly shifting
the focus of their activities from capacities to processes (by working on the optimization of work processes and costs associated with them).
In this paper, the logistics company RALU is mentioned as a positive example of providing logistics
services in the Republic of Croatia. They are specialized in providing high-quality logistic services in
accordance with European standards.

Aware of the need for daily logistics planning and
controlling of their eﬃciency to ensure a safe delivery at the right time and at the lowest possible cost,
they continuously assess KPI (i.e., key performance
index) values. In order to control costs, they continuously measure logistics performance, such as
the eﬃciency of the existing logistics capacity. Such
company deﬁnes its mission and strives to achieve
it every day.
When designing and building their new warehouses, they have been focused on eﬃciency and optimization of working space. The ﬂexibility to expand
the existing capacity to meet clients’ needs is considered to be particularly important.
The use of modern information systems and new
delivery vehicles of their own (the company owns
more than 180 state-of-the-art vehicles - tractors,
refrigerated vehicles and semi-trailers) ensures
chain traceability and integrity starting with entry
of goods into the warehouse to delivery of goods
under controlled temperature regime in the entire
Croatian territory, but also in Europe. Fulﬁllment
of special storage and delivery requirements set
out by service users makes traceability particularly
important given that this company also deals with
logistics operations related to pharmaceutical products. By following the trends in their new storage
facilities they have automated part of warehouse
operations, but have not excluded the human factor
because they believe that although state-of-the-art
technology is most expensive, it does not automatically imply that it is optimal. For example, high-bay
automated warehouses are deﬁnitely modern warehouses that do not require much physical work, but
such warehouses do not always represent the optimal solution for all services required by logistics
companies.19 They use a WMS (Warehouse Management System) in their operation, i.e., a system
managing all processes in the warehouse enabling
greater eﬃciency and accurate and fast information
necessary in today’s logistics.
All of their vehicles are equipped with sophisticated
and modern equipment for communication and
monitoring operating parameters of vehicles, the
condition and temperature of goods in real time and
are connected with the GPS tracking system.
The logistics company RALU adapts its services to
meet customer demands and expectations starting
from oﬀering complete logistics solutions to only
some parts of logistics. Their services range from
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transport of goods from any warehouse or facility
located in Europe and Russia, keeping goods at certain temperatures, order picking, labeling, repackaging and other services, to delivery to a retailer.20

7. Conclusion
Inappropriate logistics solutions can lead to lead
to high costs being borne directly by the company,
missed deadlines, business failure or similar business problems.
The digitization of business processes is necessary in
all spheres, including logistics. Given the close link
with the IT services, it is necessary to monitor their
development trend. Being aware of competitiveness in the logistics service market, companies are
increasingly working on optimizing work processes
relying especially on the optimization of the ﬂow of
information between the parties, and trying to make
work processes faster and more transparent.
Learning and acquisition of skills referring to application and adjustment of the new information technology is crucial for management and optimization
of logistics processes because it enables secure communication, more precise and eﬀective work with
a large number of business partners. Logistics has
become a business function focused on savings and
earnings, and there is a need for more logistics centers that would support the work of the company.
Due to its geographical position, the Republic of
Croatia has an important strategic position in South
East and Central Europe, and globally speaking, it is
a very interesting destination for logistics companies. However, there are certain challenges for logistics service providers operating in Croatia, such as
the speciﬁc shape of the territory, a large number of
islands, and the necessity of passing through another country (i.e., Bosnia and Herzegovina) to reach
some parts of the territory of the Republic of Croatia, that imply demanding logistics operations. Other particularities, such as seasonality of work (for 2
months during summer, turnover triples in relation
to the rest of the year, especially in the coastal part
of the country), make logistics in the Republic of
Croatia very demanding. Due to its complexity and
diﬃculty, it has not been very interesting to foreign
logistics companies. These are mostly the reasons
why they have started to enter the Croatian market
slowly through their partners, i.e., Croatian logistics
companies provide logistics services on the Croa234

tian territory as their representatives. This enables
local logisticians to manage foreign business operations on the territory of the Republic of Croatia, but
for the purpose of establishing high-quality cooperation and implementing planned investments in
modern infrastructure this has become a necessity.
Investment in information and communication
technologies and their use in logistics processes
would result in the fulﬁllment of needs of individual
users, the successful implementation of business activities, improvement of service quality by creating
conditions for better customer service, optimizing
the time required for the provision of services, reliability of delivery times, ensuring and protecting
the goods but also by improving the image of the
company.
Increasing attention is paid to greater investments
in process automation and networking, and in the
development of mobile data communications, software for disposition in order to get more accurate
overviews of business activities and to facilitate productivity measurement.
The aforementioned is a prerequisite for the development of integrated logistics (all under one roof
concept) as a new trend that brings down total
costs, minimizes the possibility of errors, and enables more eﬃcient management of inventory and all
processes in the supply chain, and results in higher
overall productivity. This solution is recognized by
many companies as ideal for their business as it reduces costs and improves the quality of work.
The contribution of this paper is reﬂected in the
analysis of available secondary sources used to
identify the trends in using information technology
in the management of logistics systems. They form
the basis for further research in this direction, the
purpose of which would be to oﬀer proposals and
contribute to science in order to improve logistics
processes in companies.
Research into proﬁtability of investments in certain
technologies can be mentioned here as an open
question and recommendation for further research.
Given the need for doing the planned work, the
question is to what extent to invest. There are also
some other questions that need to be answered:
when should a decision be made; should the company invest in automated or semi-automated warehousing systems, or would it be optimal to run manual warehouses due to business capacity?
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TRENDOVI KORIŠTENJA INFORMATIČKE TEHNOLOGIJE
U UPRAVLJANJU LOGISTIČKIM SUSTAVIMA
Sažetak
Na tržištu se sve više koriste suvremeni logistički sustavi koji kao dio upravljačkoga sustava moraju jamčiti
proizvodnu ﬂeksibilnost, potrebne dobavne termine, dobavnu pripravnost za prodajno tržište te odgovornost za vezivanje kapitala u zalihe. Globalizacijom tržišta nameće se nužnost ispunjavanja određenih standarda u poslovanju koji su jamstvo kvalitete odrađenoga posla. Korištenje informacijsko-komunikacijskih
tehnologija te njihov razvoj u cilju potpore individualnih potreba korisnika sve je značajnije za uspješno
provođenje poslovnih aktivnosti. Radom je analizirana uloga informatičko-komunikacijske tehnologije u
logističkim procesima, te integraciji logističkih sustava. Primjerima iz prakse potkrijepljeni su razlozi sve
većeg ulaganja tvrtki koje se bave ovim segmentom posla u svrhu optimizacije rada i povećanja proﬁta, te
je ukazano na značajnu ulogu informatičke tehnologije u logističkim operacijama, dosadašnje rezultate te
primjene, ali i na buduće moguće primjene.
Ključne riječi: informatička tehnologija, upravljanje, logistički sustavi, logistički procesi, optimizacija
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MORALNO RASUĐIVANJE U
MARKETINŠKOM OGLAŠAVANJU
Sažetak
Kao dio promotivnih aktivnosti poslovnih subjekata marketinško oglašavanje ima osnovnu svrhu ubrzavanje tržišnih procesa u razmjeni dobara i usluga. U uvjetima složenih društvenih i ekonomskih interakcija
ekonomskih aktera, u marketinškom procesu međusobno se prepliću i suprotstavljaju interesi pojedinih
poslovnih subjekata. Sukobljavanjem interesa dionika u procesu ekonomske razmjene, prelama se i jedan
broj općih društvenih vrijednosti, ponajviše vrijednosti slobode, autonomije, pravednosti, povjerenja, istinoljubivosti i blagostanja. Uspješno usklađivanje ekonomskih interesa dionika marketinškog procesa i vrijednosti kojima su se priklonili, orijentirano je prema nekom od dominirajućih etičkih teorija, primjerice
utilitarističkoj, deontološkoj ili u nekoj drugoj teoriji. Cilj je ovog rada uočiti najčešća gledišta moralnoga
postupanja u području poslovnoga oglašavanja, kao što su istinitost oglašavanja, manipulacije potrošača
uz moguće prateće prisile, paternalizam u poslovnom oglašavanju, sprječavanje oglašavanja i distribucija
moralne odgovornosti u oglašavanju. Međusobno uravnoteženje navedenih moralnih gledišta marketinškoga oglašavanja, omogućuje poslovnome procesu njegovu koherentnost ekonomskim i etičkim načelima.
Glavna metoda ovoga istraživanja jest uspoređivanje stajališta različitih autora u postojećoj stručnoj literaturi o navedenim pitanjima, a kao glavni rezultat može se navesti zaključak da je obveza poslovnih subjekata stalno moralno promišljanje onih poslovnih aktivnosti i okolnosti u marketinškom oglašavanju koje
imaju ili bi mogle imati moralne implikacije u odnosu na dionike marketinškog procesa. Stoga, izgradnja
infrastrukture etičkoga odlučivanja, kao preduvjeta održivoga poslovanja, ima položaj u odnosu na druge
preduvjete primus inter pares, prvog među jednakima.
Ključne riječi: marketinško oglašavanje, moralna prosudba, poslovna etika

1. Uvodna razmatranja
Marketinško oglašavanje (ili ekonomska propaganda, promidžba) je poslovna stvarnost koja prožima
društva i ekonomije suvremenog svijeta preoblikujući postojeće kulture društvenih komunikacija.
Oglašavanje se, u smislu marketinga, najčešće deﬁnira kao plaćeno objavljivanje poruka u jednom ili u
više masovnih medija, od strane nekoga poduzeća
ili druge organizacije, koje žele informirati postojeće ili potencijalne potrošače o svojim proizvodima

ili uslugama, stvoriti kod njih pozitivne predispozicije temeljem kojih bi se potrošači lakše odlučili na
kupovinu. Tijekom proteklih stotinjak godina većina ljudi naučila je i prilagodila se speciﬁčnoj semantici poslovnoga oglašavanja, njenim varijacijama,
oblicima i relativno brzim promjenama. Potrošačka
javnost postupno je pristala na izvjesna pretjerivanja u oglašavanju, usvojila je sposobnost čitanja
između riječi i redova, na spajanje u običnom govoru do tada nespojivih riječi i slika, ali je i razvila
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sposobnost brzoga prepoznavanja laganja, pogrješnoga predstavljanja, manipulacija, kontroverznoga i
zavaravajućega oglašavanja. Reakcija na porast marketinškoga oglašavanja, koja je postajala prisutnije,
glasnije i učestalije i, svakako – iritantnija, javila se
potrošačka otpornost. Stoga je sasvim moguće da
će u doglednoj budućnosti dio marketinške industrije prijeći u svoju suprotnost, kada će se gradovi
ili dijelovi gradova, u kojima njegovi stanovnici tako
odluče, početi ‚čistiti‘ od sveopće zasićenosti i zagađenosti oglasnim porukama i panoima.
Oglašavanje, kao dio promotivnih aktivnosti marketinga, nastoji sagledati i razriješiti jedan broj dvojbi,
od kojih su neke etičke naravi. Koncepcija marketinga i njena primjena u gospodarstvu, ima brojne
dodirne točke s moralnim vrijednostima i moralnim
normama nekoga društva ili zajednice.1 Rasprave i
sporenja o suvremenim etičkim pitanjima prenose
se tako na područje teorije i primjene marketinga
u poslovnoj praksi gospodarskih subjekata. Premda
ne postoje relevantna znanstvena istraživanja na
temu mjerenja prisutnosti poslovne etike u marketingu, odnosno ne postoje raspoloživi znanstveni
tekstovi, ova problematika svakako zaslužuje dužnu
pozornost znanstvenika i marketara-praktičara. U
okruženju poslovnoga oglašavanja moguće je razabrati da se razvijaju elementi jedne nove, postindustrijske kulture, i u kojem se nastoje stvarati novi i
jedinstveni obrasci društvenoga komuniciranja. Jezik oglašavanja, kao važan, ali ne i jedini dio društvenog poslovnog komuniciranja, zasigurno koristi
brojne semantičke modele koji su primjereni komercijaliziranim društvima visoko razvijenih gospodarstva. Ti semantički modeli se, u okolnostima
posvemašnje globalizacije, prenose i u ona gospodarstva koja su na početcima svoga razvoja, unatoč
tome što su kulture tih društava bitno drugačija od
kultura u kojima se stvaraju i produciraju sadržaji
marketinškog oglašavanja.
Marketari kontinuirano usavršavaju strategije oglašavanja te pojačavaju njihovu učinkovitost, međusobno kombinirajući zvuk, sliku, crtež, glazbu,
glumu, pjesmu, ﬁlm, računalne efekte i mnogo toga
drugoga. S druge strane, i potrošači jačaju svoje
obrambene mehanizme i otpornost na sve bolja,
jača, zanimljivija, upornija itd. uvjeravanja oglašivača za kupovinom upravo njihovoga proizvoda ili
korištenjem njihove usluge. Stvara se i razvija jedan
društveno-ekonomski, kulturni i socio-psihološki
ambijent u kojemu prodavatelji i potrošači igraju
vrstu društvene igre u kojoj su, uglavnom, određe240

na pravila, sudionici ih se, uglavnom, pridržavaju,
a očekivanja su usmjerena, opet uglavnom, na tzv.
win-win ishode. Zato se može tvrditi da međusobnu odgovornost za moralno ispravne postupke u toj
društvenoj igri imaju sve zainteresirane strane, bilo
da su to proizvođači, marketinške agencije, mediji
u kojima se oglasi pojavljuju, široka javnost, vlade
i vladine agencije ili sami potrošači. Međutim, raspodjela te moralne odgovornosti nije jednako raspoređena među navedenim dionicima, niti je ona
ista u različitim tržišnim okolnostima i poslovnim
slučajevima.
Čini se da promotivne aktivnosti (promotivni miks:
oglašavanje, odnosi s javnošću, izravni marketing,
osobna prodaja, unapređenje prodaje itd.), u sinergiji s ponašanjem ostalih dionika marketinškog
procesa, stvaraju određene kumulativne učinke. Ti
učinci značajno utječu na društvo i njegove brojne
aspekte, primjerice na modu, prehranu, stanovanje,
profesije, seksualnost, migracije, urbanizaciju, ekologiju, medije, sport, životne stilove, svjetonazor,
religiju itd. Štoviše, ti utjecaji rastu te imaju sve značajnije uloge u oblikovanju potrošačke kulture, odnosno oblikuju jednu novu moralnu zajednicu. Stajalište da „oglašavanje nije dio vladajuće kulture, već
da ono jest vladajuća kultura“ (Twitchel, 2004: 50)
ipak je malo pretjerano, premda se mora priznati da
je sinergija multimedijskoga diskursa riječi, zvuka i
slike, koja se koristi u oglašavanju, jedan od najraširenijih diskursa suvremene civilizacije te se „reﬂektira u društvenim, kulturološkim te političkim
segmentima“ (Gjuran-Coha, Pavlović, 2009: 52).
Možemo tvrditi da jezik marketinškog oglašavanja
postaje jedna od važnih poveznica većine kultura u
suvremenom procesu globalizacije; on je kratak, sažet, razumljiv, moderan, kreativan, apelativan, često
višeslojan, soﬁsticiran, spektakularan i ceremonijalan, nerijetko šokantan i agresivan, i čija je glavna
svrha nagovoriti potrošača na kupovinu proizvoda
ili usluga. U podlozi verbalnog koda „nalazi se hibridni jezik koje utemeljen na razgradnji i preradi
kulturnog nasljeđa: poznatih navoda iz književnosti, religije, mitologije; izjava poznatih osoba; poslovica; aforizama; krilatica i svakodnevnih jezičnih
obrazaca“ (Kuna-Kostanjevac, 2011: 208).2
Prema autorskom dvojcu Stolac – Vlastelić, marketari koriste brojne jezičke strategije kako bi privukli pažnju svojih kupaca, zainteresirali ih, stvorili u
njima želju i potakli ih na djelovanje. Te strategije
su sljedeće: (1) uporaba dvosmislenih i potencijalno obmanjujućih riječi, koje nemaju konkretnog
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smisla niti što otkrivaju o proizvodu ili usluzi; (2)
uporaba nepotpunih tvrdnji kojima se naglašavaju
veće pogodnosti proizvoda ili usluge koja se oglašava; (3) tvrdnje kojima sebe opisuju drugačijima i jedinstvenima, a koje su nepovjerljive; (4) tvrdnje koje
se podrazumijevaju iz konteksta oglasa; (5) tvrdnje
koje su nejasnog smisla, maglovite i internacionalno
ambivalentne; (6) uporaba „svjedočanstava“ bilo zadovoljnih potrošača, uglednih stručnjaka, strukovnih priznanja u kojima se pojačava vjerodostojnost
tvrdnji marketinških oglasa; (7) kvazi-znanstvene
tvrdnje kojima se naglašava određen podrijetlo proizvoda, provjerena tehnologija, njeni učinci itd., a
koji prosječnom konzumentu ne mogu biti poznati; (8) laskave tvrdnje kojima se marketari obraćaju
potrošačima mogu biti dio manipulativne strategije;
(9) forma pitanja koje se postavlja u oglasu, bilo da
su retorička, bilo da se potiče neformalnost i opuštenost ili nudi odgovor u nastavku oglasa (StolacVlastelić, 2014: 44-52). Korištenjem navedenih i
drugih strategija (primjerice višestruke kodiranosti
oglasnih poruka, jezičnih igara, korištenje atribucija
itd.), stvara se prostor za poslovno postupanje koje
može, ali ne mora biti u granicama moralnoga. Ili,
drugim riječima, marketinškim oglašavanjem stvara
se medijski prostor u kojem tržišni sudionici mogu
odlučivati hoće li ili neće postupati moralno.
U navedenom kontekstu svrha ovoga rada jest sagledati i navesti nekoliko gledišta moralnoga postupanja u području poslovnoga oglašavanja koje smatramo najvažnijima i koje se navodi u relevantnoj
stručnoj literaturi.

2. Priroda problema
Kao sastavnica promocijskoga miksa marketinške
koncepcije, oglašavanje je tržišna aktivnost koja se
u stručnoj literaturi opisuje kao smišljena, organizirana, plaćena i neosobna poruka koja se upućuje
potrošačima i ostalim zainteresiranim javnostima
o proizvodima ili uslugama, preko sredstava masovnih komunikacija i medija s ciljem informiranja
potrošača. Ona je, također realizacija utjecaja na
proces odlučivanja potrošača o kupovini proizvoda
ili usluge te općenito na ubrzavanje procesa prodaje
roba ili usluga (prema Dragičević, 1991: 677; Sudar,
1984: 8). Zakon o medijima navodi deﬁniciju da je
„oglas plaćena obavijest čiju objavu naruči pravna
ili ﬁzička osoba s namjerom da time pospješi pravni promet proizvoda, usluga, nekretnina, prava ili
obveza, pridobije poslovne partnere ili u javnosti

ostvari ugled ili dobro ime. Oglašavanje se obavlja
uz novčanu ili drugu naknadu ili u svrhu samopromidžbe. Oglas mora biti jasno označen kao takav i
vidljivo odijeljen od drugih programskih sadržaja.
Oglas ne smije biti takav da kod gledatelja, slušatelja
ili čitatelja izazove dojam kao da je riječ o programskom sadržaju medija.“3 Zakon o nedopuštenom
oglašavanju iz 2009. godine u članku 3. navodi nešto
užu deﬁniciju i kaže da je „oglašavanje je svako očitovanje u bilo kojem obliku koje netko daje u okviru obavljanja svoje poslovne djelatnosti, odnosno u
okviru obavljanja djelatnosti slobodnog zanimanja,
koje je usmjereno na promidžbu s namjerom pospješenja prodaje proizvoda ili usluga, uključujući nekretnine, prava i obveze“.4 Da bi se određena
gospodarska aktivnost smatrala poslovnim oglašavanjem (odnosno marketinškim oglašavanjem),
ona treba ispuniti sljedeće tri pretpostavke: (1) da
se oglašavanjem prenose informacije; (2) da se informacije prenose temeljem poslovne djelatnosti
oglašivača; (3) i da oglašavanje ima poslovnu, odnosno komercijalnu svrhu. Oglašavanje može imati i
neposlovnu svrhu, osobito u području društvenog
marketinga, kada subjekt oglašavanja, (poslovni, neproﬁtni, javni, državni itd.) prenosi informacije koje
nemaju komercijalnu zadaću već se oglašava neka
opća ili posebna društvenu korist. To može biti, primjerice obrazovna, zdravstvena, kulturna, sportska,
vjerska ili druga slična namjena (primjerice, oglasi
Zavoda za javno zdravstvo o štetnosti pušenja).
Je li doista marketinško oglašavanje, kako se općenito tvrdi, jednosmjerna komunikacija marketara prema potrošačima, odnosno „monolog koji uvjerava i
prodaje, i samim tim je jednosmjeran“ (Labaš, Košćavić, 2014: 203). Ili je oglašavanje oblik suvremene
tržišne razmjene informacija između proizvođača i
potrošača, u kojem sudionici koriste različite komunikacijske kanale? Između različitih promotivnih
aktivnosti, marketari se koriste oglašavanjem čija je
osnovna zadaća privući pozornost potrošača i održati njegovo zanimanje dovoljno dugo te ga pojačavati do razine koja je potrebna za donošenje odluke
o kupovini proizvoda ili usluge koja se nudi oglašavanjem. S druge strane, potrošači na oglašavanje
i druge promotivne aktivnosti marketara, reagiraju
ili svojim djelovanjem ili nedjelovanjem, odnosno
kupovanjem ili ne kupovanjem roba ili usluga koje
se oglašavaju.5 Odluke potrošača o kupovini (ili o
odbijanju kupovine) povratne su informacije na
oglašavanje, koje marketari nastoje protumačiti te
im prilagoditi svoje poslovno ponašanje. Premda
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je komunikacijski krug, odnosno, krug razmjene
informacija zatvoren, komunikacija između marketara i potrošača odvija se u donekle različitim uvjetima kodiranja korištenih komunikacijskih simbola,
komunikacijski kanali su drugačiji, kao i situacijski i
društveni konteksti, koji se međusobno u određenoj
mjeri razlikuju. Za razliku od potrošača, marketari
nastoje u svoje poruke unijeti, osim kognitivnih sadržaja i značajnu mjeru emocionalnog naboja, nastojeći tako utjecati i na prisutne ne-racionalne motive potrošača pri njihovom odlučivanju o kupovini.
U takvom „asimetričnom“ kontekstu tržišnog komuniciranja marketara i potrošača, nastaje komunikacijsko okruženje koje se pokazalo pogodnim za
takvu razmjenu informacija koje marketari, ali i potrošači, mogu višeznačno koristiti i tumačiti, nastojeći pri tome ostvarivati svoje poslovne ciljeve. Neka
od tih komunikacijskih nastojanja ponekad nisu
međusobno sukladna moralnim prosudbama pojedinih sudionika te komunikacije. Marketari nerijetko nastoje stvarati određeni informacijski „višak“
u komunikaciji s kupcima, izbjegavajući otvorene
verbalne netočnosti i dezinformacije jer se one relativno lako mogu prepoznati i potom imati suprotne
učinke od željenih. Komunikacijski se „višak“ stvara
ne samo spletom verbalnih i neverbalnih poruka,
koje obuhvaćaju brojne i raznovrsna audio-vizualna
sredstva izražavanja, nego i preplitanjem i kombiniranjem komunikacijskih kanala, izborom dinamike
njihovog korištenja i njihovih pojedinačnih udjela u komunikaciji. Za razliku od komunikacijskog
„viška“ u oglašavanju, marketari rado pribjegavaju
suprotnom postupanju, odnosno korištenju komunikacijskog „manjka“. Tim postupkom marketari
prikrivaju one dijelove informacija o proizvodu ili
usluzi čije bi otkrivanje bilo, ili moglo biti u interesu
potrošača, ali ne i u poslovnom interesu industrija
koja ih oglašava. Međusobnom kombinacijom „viškova“ i „manjkova“ u informacijskim porukama namijenjenih potrošačima, nalazi se područje u kojem
jedan broj marketara može započeti neki od oblika
oglašavanja, koje stručna literatura naziva manipulacijom potrošača ili njihovim zavaravanjem, s
brojnim inačicama prikrivenog, usporednog i kontroverznog oglašavanja, zatim oblik oglašavanja koji
koristi sublimirane poruka, razne vrste seksizma ili
poruka koje su uvredljive jednom dijelu potrošača.
Crta razgraničenja između razumijevanja marketara i potrošača o tome što je moralno dopušteno u
oglašavanju, a što nije, već odavno nije zajednička.
Naprotiv, razlike koje se javljaju u razumijevanjima
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kupaca i prodavatelja u odnosu na ono što je dopušteno ili je nedopušteno u poslovnom oglašavanju,
mora se propitivati s etičkih stajališta. Praksa marketinškoga oglašavanja, koje je sve češće izvan valjane moralne prosudbe, odnosno one moralne prosudbe na koju bi pristale obije strane - i marketari i
potrošači, doprinijela je nastanku i jačanju pokreta
samoorganiziranja potrošača u jake i učinkovite organizacije civilnoga društva. Te organizacije, u suradnji s vladinim i drugim organizacija, svojim su
aktivnostima doprinijele, između ostaloga, učinkovitom zakonskom reguliranju i drugom uređivanju
(primjerice, etički kodeksi) poslovnog oglašavanja u
društvu te zaštiti potrošača.
Sasvim je sigurno da će se i marketari i potrošači
međusobno suglasiti da ono poslovno oglašavanje,
koje je sukladno zakonu, ujedno je i moralno dopustivo. Zakoni i drugi propisi, po svojoj naravi su
„posljednja brana“ i čuvari moralnoga postupanja
koje društvo postavlja dionicima društvenoga i ekonomskoga života. S druge strane, zakonodavci nisu
u stanju predvidjeti sve moguće poslovne okolnosti
te su zakonski sustavi, u većoj ili manjoj mjeri uvijek „porozni“ i nedovoljni za potpunu učinkovitost
u područjima za koja su namijenjeni. Poslovna etika
stoga nastoji razviti dovoljno dobre alate namijenjenih moralnim prosudbama poslovnih situacija ili
poslovnih odluka u cilju učinkovitog moralnog rasuđivanja i odlučivanja. Tako se mogu rješavati moralne dvojbe onih poslovnih okolnosti ili poslovnih
postupaka koje zakonodavac nije mogao predvidjeti
ili kada zakonska rješenja nisu dovoljno jasna i precizna i moguće ih je različito tumačiti, pri čemu rezultati takvih tumačenja međusobno suprotstavljenih sudionika poslovanja, mogu biti suprotstavljeni
ili neusklađeni.
Treba li, uostalom, suvremenom društvu poslovno oglašavanje, odnosno je li potrebna koncepcija
marketinga kakvu poznaju i prakticiraju razvijena
gospodarstva? Odgovore na prethodno, premda
retoričko pitanje, treba kontinuirano tražiti unutar postojećeg društveno-ekonomskog konteksta.
Međutim, prije postavljanja tog pitanja treba se
pozabaviti pitanjem općenite nužnosti postojanja
trgovine kao gospodarske grane. Ne ulazeći u detaljne ekonomske analize i povijesnu argumentaciju, dovoljno je reći da je nastanak i razvoj trgovine,
kao grane privređivanja, značajno ubrzao procese
društvene i ekonomske reprodukcije te doprinio
stupnju razvijenosti suvremenoga svijeta kakvoga
ga danas poznajemo. Jednako tako može se tvrditi
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da je jedna od glavnih zadaća marketinga ubrzavanje svih onih funkcija razmjene koju trgovina ima u
privredi i društvu. Međutim, razmatranje pitanja i
pronalaženje odgovora o kvantiteti, odnosno koliko
je marketinga, odnosno u ovom slučaju marketinškog oglašavanja potrebno ili dovoljno, a koliko prekomjerno ili premalo, mnogo je složenije od prethodnog. Jednako tako, potrebno je odgovoriti na
pitanje kvalitete marketinga u smislu njegove generičke društvene korisnosti. Takva i neka druga slična pitanja sa svojim odgovorima mogu doprinositi
razvoju senzibiliteta moralnoga razmatranja pojedinih poslovnih situacija u poslovnom oglašavanju.
Različite odgovore na ta pitanja pružit će različiti
tržišni dionici, svaki sa svog stajališta bilo da su to
proizvođači, trgovci, marketinške agencije, potrošači, organizacije civilnoga društva, različita tijela
državne vlasti, agencije zadužene za reguliranje tržišnih aktivnosti, zainteresirana javnost, akademska
zajednica, crkva ili neki drugi. Vjerojatno će si jedan
dio (imućnijih) potrošača, u uvjetima prezasićenoga
javnog prostora marketinškim oglašavanje, moći u
skoroj budućnosti priuštiti one medijske sadržaje
koji će biti ili potpuno ili značajno oslobođeni marketinških oglasa i ostale persuazivne komunikacije,
primjerice kabelske televizijske kanali, koji se plaćaju više, bez višekratnoga prekidanja emitiranoga
program. Jednako tako, vjerojatno će se potrošačima u budućnosti omogućiti i barem proširiti mogućnost biranja oglasnih sadržaja prema osobnim
ili obiteljskim preferencijama i u drugim medijima.
No, marketinško oglašavanja s njegovim dobrim i
manje dobrim stranama, s društvenim koristima i
manama, ostat će onoliko dugo koliko će postajati
tržišno gospodarstvo.

3. Područja moralnoga rasuđivanja u
marketinškome oglašavanju
Glavna svrha poslovnoga oglašavanje jest da poduzeće uspješno i trajno prodaje svoju robu ili usluge
postojećim ili novim kupcima. Poslovno oglašavanje nema za svrhu samo informiranja postojećih i
potencijalnih potrošača o robama i njenim uporabnim vrijednostima, već ima nekoliko drugih, većih
ili manjih uloga, primjerice da educira potrošače,
da ih zabavi i nasmije, da oblikuje javno mišljenje i
stvori naklonosti prema svojim proizvodima, uslugama ili poduzeću, ali ponajviše da uvjeri i potakne,
odnosno pokrene kupce na kupovinu proizvoda ili
usluge.

U stručnoj literaturi postoje određena područja
poslovnoga oglašavanja za koja se navodi da imaju izražene ili izraženije moralne aspekte. Prema
američkom autoru De Georgesu moralni aspekti
poslovnoga oglašavanja, mogu biti u nekoliko područja: u nemoralnosti neistinitoga, zavodljivoga ili
zavaravajućega oglašavanja te u nemoralnosti manipulacijama i prisilama kroz oglašavanje. Također,
on problematizira moralnost pojave paternalizma
s obzirom na oglašavanja,6 zatim razmatra pojavu
nemoralnosti u sprečavanju nekih oblika oglašavanja te objašnjava raspodjelu moralne odgovornosti
u oglašavanju (De George, 1999: 282).7 Osim navedenih moralnih gledišta poslovnoga oglašavanja,
drugi autori razmatraju moralnost oglašavanja koje
je namijenjeno djeci, zatim temu zavaravajućega (ili
obmanjujućega) oglašavanja, prikriveno oglašavanje, kontroverzno oglašavanje, uvredljivo oglašavanje, usporedno (komparativno) oglašavanje te i
seksističke poruke u oglašavanju (Martinović, 2007:
389-413).8
Navedena područja razmatranja moralnih gledišta marketinškoga oglašavanja u različitoj mjeri su
zastupljena u američkoj i europskoj marketinškoj
stručnoj literaturu. Te razlike mogu se pripisati
različitostima razvoja tržišnog gospodarstva, pojedinačnih zakonodavstava, a ponajviše kulturnim
i njima sličnim utjecajima koje su inicirale i vodile
organizacije civilnoga društva specijalizirane u djelatnostima zaštite potrošača.
Nije neočekivano da se najveći broj moralnih pritužbi odnosi na područje promocije nego na sve
ostale elemente marketinškoga miksa zajedno. Najčešća područja na kojima marketari djeluju izvan
područja poslovne moralnosti odnosi se na odsustvo poštenja i istinoljubivosti (obmanjivanje i zavaravanje potrošača), zatim na vrijeđanje moralnih
osjećaja kontroverznim oglašavanjem i seksizmima
(oglašivači uspiju uvrijediti cijelu ili dio potrošačke javnosti), ograničavanje sloboda u odlučivanju
o autonomnim izborima (manipulacije u oglašavanju, stvaranje okolnosti prinude bilo ﬁzičkog ili
psihološkog prisiljavanja) itd. Kako je marketing
po prirodi svoje konceptualne orijentacije i stručne prakse orijentiran prema područjima društvenih
vrijednosti i normi, on nikako ne može izbjeći bavljenje moralnim dvojbama i posljedičnom stvaranju
marketinške profesionalne etike.
Brojni ﬁlozoﬁ i teolozi donekle s pravom ukazuju
na tamnije strane porasta potrošnje i posljedične
sve intenzivnije marketinško (agitacijsko) oglaša-
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vanje prema formuli AIDA (od engl. attention-interest-desire-action) kao i uznapredovalog procesa
opće komodiﬁkacije predmeta, dobara i usluga, ali i
umjetnosti, obrazovanja, kulture, zdravstva, religije
itd. u suvremenim razvijenim društvima. S druge
strane, i političarima, sociolozima i ekonomistima
je jasno da bez potrošnje nema proizvodnje, niti
društvenog i ekonomskog blagostanja kakvog danas
poznajemo, te se ponekad uzavrela i nerijetko pretjerana potrošnja smatra „nužnim zlom“.
Unatoč tome, kultura marketinškoga oglašavanja,
kupovanja i trošenja, unatoč svojim brojnim negativnim stranama, čini se da danas povezuje ljude i
zajednice i društva na slične načine kako je to nekada činila religija. Nakon što su zadovoljile većinu
temeljnih ljudskih potreba, suvremene industrije i
njihove prateće djelatnosti nastoje, poput nekih religija, pretvarati želje svojih kupaca u njihove potrebe,
odnosno stvarati potpuno nove potrebe i nove želje
ili kvazi-potrebe i kvazi-želje, koje se međusobno
razlikuju u nijansama i koje potrošači teško razlikuju. Čineći tako proizvođači i trgovci umnažaju broj
svojih konzumenata. Takva postupanja tvorničara
i pružatelja proizvodnih i neproizvodnih usluga,
profesionalna etika morala bi prethodno propitati i
donositi relevantne zaključke.
Razmatrajući ovu problematiku dobro je uočiti da
se, unatoč hiperprodukciji marketinških poruka,
stvara njihov relativno mali broj za čije bi se sadržaje moglo tvrditi da su etički dvojbeni. Odsutnost
većeg broja etički dvojbenih primjera marketinškog
oglašavanja govori u prilog bilo dobre legislative,
bilo uspješne samozaštite potrošača. Unatoč tome,
u zainteresiranoj javnosti prisutna je postojana percepcija da je poslovno oglašavanje ne samo prekomjerno, sveprisutno i sve više agresivno, nego nerijetko i nepotrebno. Takvo oglašavanje oni najčešće
pripisuju (prekomjernoj) gramzljivosti poduzeća,
vlasnika i menadžera, te međusobno sve žešćoj tržišnoj konkurenciji. Međutim, kako je oglašavanje
dio procesa prodaje roba ili usluga u koju prodavatelji i kupci ulaze dragovoljno i bez prisile te ako su
objema stranama dostupne dovoljne i relevantne informacije, tada se oglašavanje može moralno opravdati i dopustiti. Poslovno oglašavanje je moralno
ispravno ako nije prikriveno, kontroverzno, zavodljivo i zavaravajuće, ili sadrži neki drugi moralno
dvojbeni oblik.
Javna percepcija o iznimno visokom moralnom i
profesionalnom integritetu marketara nije osobito prisutna u društvu. Vjerojatno je to i zato jer je
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vidljivost njihove djelatnost znatno transparentnije od vidljivosti nekih drugih zanimanja za koje se
javna percepcija visokih moralnih i profesionalnih
standarda njegovala i pretpostavljala dugi niz stoljeća. Marketinške, odnosno, promotivne aktivnosti moraju se ravnati prema obveznim i poželjnim
moralnim prosudbama i zahtjevima koje postoje u
zainteresiranoj javnosti.
Marketari su nesumnjivo snažno motivirani na intenziviranje svojih marketinških kampanja, između
ostaloga jer se brojni proizvodi, osobito oni koji su
novi i tržištu nepoznati, bez oglašavanju uopće ne bi
uopće mogli prodavati (Žanetić, 2014: 215). Međusobna konkurencija marketara, sve veća otpornost
i odbojnost potrošača prema oglašavanju, prisiljava
marketare na probijanje „kroz šumu (i šumove) poruka koje se nadmeću za našu pažnju, ne bi li na taj
način izgradili snažne brandove u vremenima ekonomske stagnacije i povećanih troškova poslovanja.
(…) Ironično, oglašavanje, na koje se u poslovnom
svijetu često gleda s visoka, jednako se tako doživljava kao jedini spasitelj ﬁnancija neke tvrtke. Uza
sve to, nitko niti ne pomišlja kako možda upravo
izrazita vidljivost današnjeg oglašivanja tjera marketare na pristajanje uz možebitno više standarde
etičkog ponašanja, nego li je to slučaj kod profesionalaca nekih drugih struka“ (Beltramini, 2003: 215).
U nastavku Beltamini navodi da su svi dionici oglašavanja nezadovoljni ovom djelatnošću, primjerice,
korporacije visokim troškovima oglašavanja pri
čemu prodaja raste tek nekoliko postotaka, zakonodavci su prisiljeni često mijenjati legislativu zbog
stalne pojave novih i različitih oblika obmanjivačkoga oglašavanja, „zeleni“ ukazuju na proizveden
otpad uvjetovan oglašavanjem, umjetnici različitih
profesija s prijezirom gledaju na svoje kolege koji
sudjeluju u marketinškoj industriji, a potrošači nastoje na svake načine izbjegavati, zaobilaziti ili ignorirati poruke marketinškog oglašavanja (Beltramini,
2003: 216).
Marketinško oglašavanje je u Hrvatskoj, osim zakonske regulacije, dodatno uređeno kodeksima
oglašavanja i tržišnog komuniciranja. Tako je Skupština Hrvatske gospodarske komore 2002. godine
usvojila tekst Kodeksa pravila oglašavanja, a Hrvatsko udruženje za tržišno komuniciranje (HURA)
prihvatio je 2014. godine tekst revidiranog Kodeksa
oglašavanja i tržišnog komuniciranja uskladivši ga s
Kodeksom međunarodne trgovačke komore (ICC).9
Oba navedena kodeksa nastoje osigurati minimum
etičkih standarda i dobre profesionalne prakse koje
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se oglašivači trebaju pridržavati u svome radu. Oba
navedena kodeksa sadrže odredbe kojima se marketarima treba olakšati marketinško oglašavanje i
druge tržišne komunikacije. Kodeks oglašavanja i
tržišnoga komuniciranja, regulira područja koja se
odnose na oglašivačku praksu tržišnih komunikacija, zatim područje unapređenja prodaje, sponzorstva, izravnog marketinga, oglašavanja i marketinga preko digitalnih interaktivnih medija te utjecaj
na okoliš u tržišnom komuniciranju. Zajedničke
odredbe koje su mogu pronaći u oba navedena kodeksa sadrže sljedeće važnije standarde oglašavanja:
poštivanje zakonitosti, pristojnost u komunikaciji,
poštenje koje ne zlorabi povjerenje potrošača niti
zlorabi nedostatak njihovog znanja ili iskustva, istinitost tvrdnji, iskrenost kojom se ne navodi potrošača na krivi zaključak, usporedba se koristi kada za to
postoji opravdani razlog, oblik predstavljanja treba
biti sukladna postojećoj općoj kulturi, prepoznatljivost marketinškoga oglašavanja, odgovornost prema društvu i potrošačima, zaštita privatnosti snimljenih osoba, poštivanje vjerskih osjećaja, zaštita
sigurnosti, oglašavanje namijenjeno djeci i mladeži,
nedopustivost podcjenjivanja drugih proizvođača ili
proizvoda, zaštita robnih obilježja, zabrana kopiranja (plagiranja), sugeriranje ne smije preći razumnu
mjeru, uporaba tehničkih i znanstvenih podataka
i terminologije potrebno je prilagoditi prosječnom potrošaču, identitet marketara treba biti jasan, svjedočanstva zadovoljnih potrošača moraju
biti autentična i provjerena itd.10 Lista nabrojenih
odredbi koje nastoje regulirati standarde etičke i
dobre profesionalne prakse marketinškog oglašavanja niti približno nije iscrpljena. Ona se proširuje na
pojedine skupine proizvoda i usluga, primjerice na
alkoholne i duhanske proizvode, živežne namirnice
i predmete opće uporabe, specijalne proizvode (primjerice, bioenergetski proizvodi), toplice i lječilišta,
škole i stručni tečajevi, turistička putovanja, kupnja
na obroke i kredit, kataloška prodaja, igre na sreću,
zapošljavanje, dobrotvorne akcije itd.

4. Zaključak
Poslovno oglašavanje, kao dio marketinških promotivnih aktivnosti, djelatnost je koja nastoji pospješiti prodaju proizvedenih roba ili usluga. U uvjetima slobodne tržišne utakmice svaki od marketara
nastoji pridobiti što veći broj kupaca za kupovinu
vlastitih proizvoda. U toj društvenoj interakciji,
osim ekonomskih i socioloških čimbenika, prisutno

je preplitanje različitih vrijednosti i normi. Kojim
će općim društvenim vrijednostima pojedini sudionici kupoprodajnih odnosa, kao dominantnijim
društvenim interakcijama suvremenog društva,
dati prednost, koje norme će nastojati naglašavati
ili prigušivati, ili ih pokušati potpuno ili djelomice
zaobići, područje je u kojem društveni akteri stupaju u one odnose koji nužno imaju moralne implikacije. Bez obzira koji se etički pristup koristi u
moralnom rasuđivanju, utilitaristički, deontološki
ili neki drugi, čuvanje općih društvenih vrijednosti
i normi ključno je dugoročnom opstanku tržišnog
poslovanja.
U području marketinškoga oglašavanja osobito su
značajne društvene vrijednosti kao što su sloboda
kupaca i prodavača, u kojoj nema prinuda ili manipulacija, pravda, u kojoj su svi sudionici zadovoljni
pravednošću svojih međusobno uređenih odnosa,
autonomija izbora, koja podrazumijeva izostanak
prinude bilo koje strane, njegovanje istine i istinoljubivosti u razmjeni informacija, te povjerenje, koje
sudionici tržišnih transakcija međusobno grade i
održavaju i koje im olakšava međusobne interakcije,
te blagostanje i obostrane koristi.
Praksa je pokazala da u moralnom rasuđivanju pri
razmatranju moralnih dvojbi te u donošenju odgovarajućih moralnih odluka nije dovoljno kada
to čine pojedinci. Takav model odlučivanja jedne
osobe, koja u traganju za moralnom ravnotežom,
vodi svoj unutarnji reﬂeksivni dijalog, može je voditi u tzv. moralni stres, koji nerijetko proživljavaju
menadžeri pri poslovnom odlučivanju. Naprotiv,
moralno rasuđivanje se treba voditi i zaključivati
donošenjem odgovarajućih moralnih prosudbi u dijalogu svih zainteresiranih subjekata u poslovnom
subjektu. U tom procesu, nije potrebno težiti konsenzusu sudionika dijaloga, već je dobro posvetiti se
traganju za rješenjima nastalih poslovnih moralnih
dvojbi, odnosno onih poslovnih situacija u kojem se
sukobljavaju barem dvije moralne norme, na način
da kada se izvršava jedna, narušava se druga moralna norma. Postupajući tako, poslovni subjekt razvija svoju organizacijsku kulturu te poboljšava svoju
organizacijsku klimu. Dobro je imati u vidu da one
poslovne organizacije koje čuvaju svoj moralni integritet prema vanjskim dionicima, čuvaju i razvijaju
svoje unutarnje organizacijske vrijednosti te razvijaju one norme koje su osobito korisne održavanju
organizacijske stabilnost a dugoročno poslovne
uspješnosti.
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U moralnom rasuđivanju poslovanja u području
promotivnih marketinških aktivnosti postojanje
dobro osmišljenoga etičkog kodeksa može biti od
znatne pomoći. Premda etički kodeks nije u stanju pružiti rješenje u svakoj poslovnoj situaciji, on
može osiguravati približne smjernice u kojem pravcu bi se rasprava o konkretnoj poslovnoj moralnoj
dvojbi trebala kretati, ukazujući na temeljna načela
i vrijednosti koje si je organizacija postavila. Osim
etičkoga kodeksa, dobro je u poduzeću, u redovitim vremenskim razmacima, organizirati edukacije
uposlenika i menadžera, osobito onih koji se suočavaju s etički dvojbenim situacijama u poslovanju
i njihovim rješavanjima. Moralna senzibilnost poslovnih ljudi protokom vremena nerijetko otupljuje i postupno se umrtvljuje, osobito u okolnostima
ubrzanog tržišnog natjecanja i pritiska konkurencije. Taj se proces postupnoga moralnog opuštanja može se zaustavljati i okrenuti ga u suprotnom
smjeru sustavnim edukacijama te skupnim reﬂeksijama o etički ispravnom postupcima u promotivnim
marketinškim aktivnostima, odnosno u marketinškom oglašavanju.
Premda marketinške aktivnosti imaju primarni cilj
ubrzavanje distributivnih aktivnosti u gospodarstvu, one nužno obuhvaćaju i dotiču se raznih drugih društvenih područja. Otuda marketinška etika
ima naglašenu društvenu perspektivu, preplićući
relevantne društvene vrijednosti i društvene norme
s ekonomskim, poslovnim i drugim odgovarajućim
sadržajima. Slijedeći misao Marcouxove analizu
broja teorijskih područja poslovne etike koja je zastupljena u novijoj stručnoj literaturi, može se reći
da postoji tek pet relevantnih područja: povijest
poslovne etike, područje korporativnog poslovanja
(je li korporacija moralni subjekt te čije ime se treba upravljati korporacijom), područje zaposleničkih odnosa, međunarodna poslovna etika i kritička
evaluacija postojećih istraživanja (Marcoux, 2008).
U tom smislu prema Marcouxu, etička razmatranja
moralnosti poslovne etike nalaze se u navedenih
pet područja su koja su izvorno i relevantno doprinijela etičkoj teoriji (Žanetić, 2014: 222). Etika
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marketinškog oglašavanja, povezana je s nekoliko
drugih primijenjenih etičkih disciplina, primjerice s medijskom etikom, novinarskom etikom11 itd.
Za razliku od njih, etika marketinškog oglašavanja
usmjerena je, sa ostalim elementima marketinškoga
miksa, na zadovoljavanje potreba i želja potrošača,
uz poštivanje svih ekonomskih, zakonskih i moralnih interesa dionika poslovnog procesa. Premda se
marketingu, u pravilu pristupa s ekonomskog stajališta kao koncepciji kojom se ubrzavaju poslovni
procesi i uvećavaju prihodi, potrebno je marketing
promotriti i sa sociološkoga, odnosno moralnoga
stajališta. Takvim pristupom mogu se prepoznati
potencijalne mogućnosti nekih njegovih tehnika, čijom bi nepažljivom uporabom neki marketari, s namjerom ili bez nje, mogli manipulirati potrošačima.
U tom smislu bi buduća istraživanja trebala iznaći
učinkovite upravljačke alate kojima bi se deﬁnirali
standardi oglašavanja unutar prihvatljivih okvira
etičkog poslovanja.
Izgradnja organizacijskih i kadrovskih kapaciteta
potrebnih za ispravno moralno postupanje u poslovanju doprinosi, u sinergiji s ostalim čimbenicima
doprinosi stabilnom razvoju poslovnog subjekta.
Moralno postupanje ima svoja vlastitu gramatiku,
čijim se uspješnim savladavanjem i primjenom,
bolje i dugoročno uspješnije rješavaju unutarnji
organizacijski odnosi i odnosi između poslovnih
subjekata. Poduzeće koje je utemeljeno na ispravnim etičkim načelima, čije je poslovanje usklađeno s
etičkim vrijednostima, u kojem se rukovodi sukladno odgovarajućim etičkim normama i kojim upravljaju menadžeri koji su usvojili i prakticiraju ključne
vrline, takvo poduzeće okrenuto je svome održivom
opstanku te je orijentirano postojanom rastu i razvoju. Takav poslovni subjekt je etički i društveno
odgovoran u punini toga značenja. Oni ima jednu
od najvažnijih poluga u stvaranja, održavanja i razvoja zdrave organizacijske kulture temeljenu na
odgovornosti dionika i njihovom međusobnoj povjerenju.
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Antal Balog
Donata Leko

MORAL JUDGEMENT IN MARKETING ADVERTISING
Abstract
Advertising, as the integral part of promotional activities of various business organisations, has a fundamental role of speeding up market exchange processes of goods and services. In the complex social and
economic interactions of business agents during the process of marketing, the interests of involved business
organisations become intertwined or even opposed. This is usually accompanied by various social values
such as liberty, autonomy, justice, trust, truthfulness and prosperity. Successful adjustment of economic
interests and aforestated values of all marketing stakeholders is based on some of the dominating moral
approaches – utilitarian, deontological or some other one. The goal of this paper is to analyse and specify
major moral aspects of moral doing in the area of business marketing, with a particular attention to truthfulness, manipulation techniques, paternalism in business advertising, advertising prohibition and moral
responsibility distribution. Speciﬁcation of moral aspects of business advertising makes them eligible for
mutual balance so that the business process can become better adjusted to economic and ethical principles.
The main research method used in this paper is comparison method – the authors compare viewpoints of
various authorities on this topic. The main conclusion drawn from this research is that business organisations have the obligation to constantly review moral aspects of their marketing business activities that are
or potentially might be considered as hazardous to other parties involved in the whole process. The construction of ethic decision-making infrastructure, as a prerequisite for sustainable business development, is
equally important as all other prerequisites, or primus inter pares.
Keywords: Marketing advertising, moral judgement, business ethics
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EUROPSKI EFOS TJEDAN 2017.
8. - 10. svibnja 2017. godine
„Uhvati informacije! Iskoristi mogućnosti! Djeluj
održivo!“
Na Ekonomskom fakultetu u Osijeku od 8. do 10.
svibnja 2017. godine obilježen je Europski EFOS
tjedan
(http://www.efos.unios.hr/europski-efostjedan) povodom Dana Europe 9. svibnja s ciljem
približavanja informacija o Europskoj uniji i
mogućnostima koje članstvo Republike Hrvatske u
istoj nudi. Ovogodišnja manifestacija vodila se sloganom „Uhvati informacije! Iskoristi mogućnosti!
Djeluj održivo!“ te je kroz tri dana održavanja pružila
brojnim sudionicima pregršt značajnih informacija
i ukazala na brojne mogućnosti. Svaki dan imao je
svoj naziv i boju, a sva predavanja, paneli, radionice,
kvizovi, dijalozi s publikom bili su besplatni i nagradnog karaktera. Organizator manifestacije bila
je Udruga studenata – EU informacije, mogućnosti
i održivost (skraćenog naziva Erudio) i Ekonomski
fakultet u Osijeku s brojnim partnerima i sponzorima. U pripremi manifestacije kroz 4 mjeseca aktivno je radilo 20 članova udruge studenata Erudio uz
mentorstvo doc. dr. sc. Anite Freimann, dok se pri
samom održavanju manifestacije članovima udruge
pridružilo i preko 30 volontera.
Prvog dana naziva „Održivost“ koji je nosio oznaku
zelene boje, tijekom otvorenja posjetiteljima je
predstavljena udruga studenata Erudio (http://
www.efos.unios.hr/erudio) i njen rad nakon kojeg su uslijedili pozdravni govori brojnih važnih
sudionika. Otvorenje je uveličala i mlada osječka
pjevačica Dora Vestić koja je izvedbom pjesme

„Imagine“ sve prisutne podsjetila koje to životne
vrijednosti trebaju njegovati kako bi svijet bio
ljepše, bolje i sretnije mjesto za sve nas. Potom je
uslijedilo predavanje zastupnika u Europskom parlamentu prof. dr. sc. Davora Škrleca s aktualnom
temom bitnom za sve sadašnje i buduće generacije „Kružna ekonomija - ekonomija 21. stoljeća“
u moderaciji studentice Ive Kreninger. Kružna
ekonomija, koja predstavlja svojevrsnu alternativu
istrošenom modelu linearne ekonomije vođene
načelima ,,uzmi, izradi, konzumiraj, baci”, nova je
uzdanica EU-a za pametan, održiv i uključiv rast.
Temeljne postavke takvog sustava obilježava težnja
prema učinkovitom korištenju, oporabi, recikliranju
i ponovnom korištenju resursa kako bi se ograničili
negativni ekološki otisci europskog gospodarstva,
ali ujedno i smanjili troškovi u gospodarskim aktivnostima s ciljem gospodarskog rasta. U sklopu
predavanja otvoren je i natječaj za studente „Pravim
pitanjem do Europskog parlamenta“ (http://www.
efos.unios.hr/erudio/natjecaj-pravim-pitanjemdo-europskog-parlamenta) putem kojeg studenti s
najboljim i kreativnim pitanjima imaju mogućnost
ostvariti putovanje u navedenu značajnu instituciju Europske unije krajem 2017. godine. Isto tako,
zastupnik u Europskom parlamentu prof. dr. sc.
Davor Škrlec zajedno s voditeljicom knjižnice
Ekonomskog fakulteta u Osijeku, mr. sc. Jasminkom
Mihaljević, proglasio je pobjednike natječaja „Najbolje zelene knjižnice“. U tom smjeru se i nastavilo
te je pod vodstvom voditeljice knjižnice održano
predavanje „Knjižnica na zelenom putu“, a preda-
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vanje je uveličano promocijom zelene slikovnice
za djecu i odrasle „Anđeo slomljena krila“ autorice
prof. dr. sc. Antoanete Klobučar i doc. dr. sc. Gorana
Kujundžića kao ilustratora. Nakon toga, održano je
predavanje „Kretanje = zdravlje“ od strane udruge
EMSA u moderaciji studenta Mateja Kokolarija,
kao i svojevrsni okrugli stol s uspješnim osječkim
veslačem Davidom Šainom u moderaciji studentice
Maje Rupčić. Tu je naglasak stavljen na zdravlje
koje je najbitnije za svakog čovjeka na svijetu, ali i
samu motivaciju za uspjehe. Zadnje predavanje prvog dana održano je od strane doc.dr.sc. Anite Freimann s temom „Ekonomija sreće“ u sklopu kojeg je
po prvi puta na Ekonomskom fakultetu u Osijeku
održana i projekcija višestruko nagrađivanog dokumentarnog ﬁlma The Economics of Happiness.
Drugi dan naziva „Mogućnosti“ nosio je oznaku
žute boje, a započeo je radionicama za najmlađe
„Malci – EU znalci“. Tako su u posjet Ekonomskom
fakultetu u Osijeku prvo došli polaznici dječjeg
vrtića „Mak“ s kojima je održana radionica u moderaciji studentica Valentine Bermanec i Ive Filipović
kako bi se njihovom uzrastu na najbolji način
približila Europska unija. Potom su došli i polaznici četvrtog razreda OŠ „Ivan Filipović“ s kojima je
također održana radionica primjerena njihovom
uzrastu u moderaciji studentica Valentine Junačko
i Ane Šimonji. Učenje o Europskoj uniji se nastavilo
i za studente i to kroz nagradnu orijentaciju po
gradu Osijeku „Lovci na EU zvijezdice“, zanimljivu
igru tijekom koje su studenti u timovima pokazati
svoje znanje o Europskoj uniji kako bi riješili svaku
iduću zagonetku postavljenu pred njih i došli na
krajnju lokaciju. Središnji događaj drugog dana koji
je uslijedio nakon orijentacije bio je panel i dijalog
s publikom „EU riznica mogućnosti“ u moderaciji
studentica Dore Perić i Valentine Bermanec, a s
ciljem poticanja studenata na uočavanje i korištenje
mogućnosti koje se pružaju članstvom u Europskoj uniji. U prvom dijelu, studenti su se upoznali s
procesom pripreme, prijave, provedbe i otklanjanja
prepreka za prijavu svog projekta za ﬁnanciranje iz
EU fondova na temelju iskustava i savjeta od strane
predstavnika udruga koje su uspješno povukle
sredstva iz EU fondova te predstavnika institucija
Tera Tehnopolis i Hrvatske banke za obnovu i razvoj. Drugi dio bio je usmjeren dijalogu s publikom
gdje su gosti bili studenti Ekonomskog fakulteta u
Osijeku koji su bili na Erasmus+ programu razmjene kako bi se približila cijela priča oko student-
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ske razmjene te ohrabrilo posjetitelje u publici na
osobni razvoj i poduzimanju prvih koraka u tom
smjeru. Budući da je drugi dan ujedno bio i „Dan
Europe“, održana je i prigodna proslava za njegovo
obilježavanje, a potom je uslijedila provjera znanja
o Europskoj uniji u opuštenoj atmosferi „Caﬀe bar
Peppermint“ putem kviza naziva „EU kVizija“.
Trećeg dana naziva „Informacije“ uz oznaku plave
boje, manifestaciju je uveličao sam Predstavnik Europske komisije u Republici Hrvatskoj mr. sc. Branko
Baričević. Po uzoru „Dijaloga s građanima“ kojeg
Europska komisija organizira diljem država članica
Europske unije kako bi približila aktualne teme
građanima Europske unije kao i sam rad krovnih
institucija, po prvi puta održan je „Dijalog sa studentima“ gdje je glavni gost bio upravo g. Branko
Baričević, a u moderaciji studenta Marka Mikića.
Mr.sc. Branko Baričević puna dva sata odgovarao
je na zanimljiva pitanja iz publike te na izuzetan,
impresivan i interaktivan način približio Europsku
uniju mladim generacijama. „Dijalog sa studentima“ prepoznat je i od strane Europske komisije
kao njihov službeni događaj gdje se bilježilo svako
postavljeno pitanje za njihovu arhivu i unaprjeđenje
rada. Potom je održana panel rasprava o održivosti
u društvu i građanstvu „Održivost traži akciju“ u organizaciji Europskog doma Vukovar, a u moderaciji
izvršne direktorice Volonterskog centra Osijek,
Lejle Šehić Relić. Treći, a ujedno i zadnji dan manifestacije završen je u opuštenoj atmosferi druženja
s NK Osijek gdje se pokazalo da i EFOS navija za
Osijek, a iz prve ruke se mogla čuti priča o uspješnoj
rekonstrukciji navedenog nogometnog kluba.
Članovi udruge studenata Erudio iznijeli su cijelu
manifestaciju u svojstvu organizacijskog odbora,
voditelja, moderatora i slično. Cijelo događanje
polučilo je odlične rezultate s rekordnim brojem
posjetitelja svakog događaja svakog dana zbog čega
je evidentna važnost postojanja, rasta i razvoja
manifestacije Europski EFOS tjedan (potencijalno
i na razini cijelog Sveučilišta), jer je ista već treću
godinu za redom prepoznata od ključnih aktera
EU-a u Hrvatskoj. Uspostavljene su nove suradnje i
uspješno nastavljene već postojeće. Ostaje za vidjeti
kakve će dodatne učinke cijela manifestacija imati
na studente i ostale posjetitelje koji bi, svjesni svojih
potencijala i mogućnosti, iste mogli staviti u funkciju razvoja lokalne zajednice stvarajući pri tome sinergijske učinke.
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PRIKAZ KNJIGE
„ODNOSI S JAVNOŠĆU“,
AUTORICE ANE TKALAC VERČIČ
Razvoj struke odnosa s javnošću u Republici Hrvatskoj nije bio popraćen primjerenim akademskim
programima, no to se počelo mijenjati prije nešto
više od deset godina. Međutim, niti akademsko izučavanje struke odnosa s javnošću nije bilo popraćeno primjerenim teorijskim udžbenicima koji bi
bili prilagođeni nastavi na hrvatskim sveučilištima.
Nastavno osoblje koristilo je nekolicinu udžbenika s
anglosaksonskoga područja koji su bili prevedeni na
hrvatski jezik. 2008. pojavljuje se prva literatura na
hrvatskome jeziku od autora s naših područja te se
2016. izdaje i drugo dopunjeno izdanje. Iako se malo
autora odvaži na izdavanje sveučilišnog udžbenika,
u 2016. godini hrvatsko je tržište dobilo još jedno
izdanje udžbenika iz područja odnosa s javnošću.
Sveučilišni udžbenik „Odnosi s javnošću“, autorice
prof. dr. sc. Ane Tkalac Verčič, predstavlja izuzetno
važan doprinos odnosima s javnošću kao suvremenoj komunikacijskoj disciplini u Hrvatskoj. Nakon
stručne recenzije Ministarstva obrazovanja, znanosti i sporta „Odnosi s javnošću“ postala je prva
knjiga koja objedinjuje praktično i teorijsko znanje
u našoj struci i ima status sveučilišnog udžbenika.
Kroz petnaest poglavlja, što je predviđeno za rad
kroz petnaest nastavnih cjelina za jedan semestar,
ova se knjiga bavi deﬁniranjem odnosa s javnošću
što je postalo izazov za svakoga autora knjige koja se
bavi izučavanjem ovoga zanimanja. Nadalje, obrađuje teme iz povijesti odnosa s javnošću, položaja
odnosa s javnošću u organizacijskoj strukturi, teoriji

komunikacije, određivanjem pojma javnost, deﬁniranja komunikacijskih problema, planiranja programa, akcija i komunikacija, vrednovanja, odnosa s
internim javnostima, kriznih komunikacija, odnosa
s javnošću i marketinga, odnosa s javnošću i medija,
etičnosti odnosa s javnošću te danas neizostavnih
društvenih medija.
Ono po čemu se ova knjiga posebno ističe su praktični primjeri koje su kroz studije slučaja predstavili
vrsni stručnjaci odnosa s javnošću s našeg područja.
Tako su u stvaranju ovoga udžbenika sudjelovali su
Kristina Laco koja je opisala slučaj „Svako dijete treba obitelj“ UNICEF-a Hrvatska, zatim Dejan Verčič
koji je opisao BledCom, Snježana Bahtijari koja je
pisala o obilježavanju 60. obljetnice Ericssona Nikole Tesle, Dubravka Jusić koja je prenijela Vipnet slučaj „Čini pravu stvar“, Dunja Bua Maričević i slučaj
„Pharmas“, Daria Mateljak sa slučajem OTP banke
„Kuhamo vrijednost“, Dijana Kobas Dešković i slučaj „Mamforce“, Marina Čulić Fischer i Adidasova
„Godina trčanja“, Violeta Colić i „Stavovi o mirovini“ AZ fonda, Maja Weber i T-mobile (odnosno
danas HT) „Blizu korisniku – menadžment na usluzi“, Ankica Mamić i Varteksov „Proces predstečajne
nagodbe“, Aleksandra Kolarić i „Sve za nju, najbolju
prijateljicu“ udruge Sve za nju, Krešimir Macan i
„Željko Kerum, kampanja za gradonačelnika Splita,
2009., Vrime je“, Mario Aunedi Medek i „Lijepa naša
Sava“ Coca Cole HBC Hrvatska, te Tamara Sušanj
Šulentić i Yammer, Plive Hrvatska.
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Predgovor knjizi napisao je James E. Gruning, profesor emeritus s Odjela za komunikologiju Sveučilišta u Marylandu (SAD), koji je istaknuo kako je u
području odnosa s javnošću, za studente i praktičare
vrlo važno postojanje izvrsnog lokalnog udžbenika
upravo zbog poznavanja domaćeg tržišta. Mišljenja
je kako su odnosi s javnošću lokalna, ali istovremeno, i međunarodna profesija stoga smatra kako bi se
svaki udžbenik iz OSJ trebao sastojati od općih teorijskih načela prilagođenih lokalnim uvjetima. Navodi kako bi knjigu bilo moguće prevesti i na druge
jezike jer „je ova knjiga odličan primjer onoga što ja
nazivam globalnom teorijom odnosa s javnošću sa
speciﬁčnom primjenom u hrvatskim uvjetima“.
S Gruningovim mišljenjem slaže se autorica Ana
Tkalac Verčič koja je na predstavljanju knjige istaknula kako su odnosi s javnošću izrazito lokalna
disciplina i važno je koristiti lokalne udžbenike. Autorica je istaknula kako je prilično zadovoljna razinom odnosa s javnošću u Hrvatskoj jer smatra kako
struka ne zaostaje toliko koliko kolege praktičari to
misle. Mišljenja je kako većinu problema koje imaju
hrvatski komunikatori, dijele s kolegama diljem svijeta kao što su problemi razine struke, obrazovnih
standarda, certiﬁciranja i drugi koji zapravo postoje
i na najrazvijenijim tržištima poput američkog.
Na samom početku autorica se bavi deﬁniranjem
odnosa s javnošću te ih stavlja u povijesni kontekst. Prikazuje organizacijsku strukturu odnosa s
javnošću, koja je prilično važna, kako bi studenti i
s teorijskog aspekta dobili uvid u način funkcioniranja struke. Autorica se na samom početku pita što
su zapravo odnosi s javnošću te nadalje kaže kako
sama struka ima problem s ugledom jer se pogrdno
ili negativno konotira, a jedan od razloga je, kako
navodi, što je ovo područje u kojemu svatko može
biti stručnjak. Kroz poglavlje, autorica navodi brojne deﬁnicije struke, govori o javnostima odnosa s
javnošću, funkcijama, profesionalizmu struke, proﬁlu praktičara te zaključno za deﬁniciju autorica
kaže kako se za potrebe ove knjige odnosi s javnošću
mogu svesti na upravljačku, komunikacijsku funkciju čiji je glavni cilj uspostava i održavanje uzajamno
korisnih odnosa organizacije sa svim javnostima o
kojima ona ovisi. Svako je poglavlje završeno „pitanjima za ponavljanje“ čime se potvrđuje udžbenički
status.
U poglavlju „Povijest odnosa s javnošću“ autorica obrađuje i ključne događaje u razvoju odnosa s
javnošću u Hrvatskoj te opisuje stanje struke danas
u Hrvatskoj, ali i svijetu. Navodi kako se odnosi s
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javnošću u Hrvatskoj tijekom posljednjih godina
razvijaju tolikom brzinom da je veći dio poglavlja
posvećen domaćem razvoju područja. Ponovno
navodi problematiku „kako se svatko ima pravo
predstavljati stručnjakom za odnose s javnošću“
što je problematika s kojom se susreću praktičari u
svakodnevnom radu, a brojne strukovne udruge pokušavaju pronaći način kako postupno uvesti sustav
kontrole i samokontrole. I u ovoj je knjizi, kao i u
brojnim drugima, naglasak na jačanju obrazovnih
programa na sveučilištima te cjeloživotnom adekvatnom obrazovanju iz ovoga područja.
Samo pozicioniranje praktičara za odnose s javnošću je jednako tako problematika o kojoj treba zauzeti odlučan stav jer što je bliže upravljačkim strukturama organizacije, to će učinak praktičara biti i
kvalitetnije. Međutim, autorica napominje kako sve
više organizacije koriste unutarnje odjele, ali i vanjske agencije kako bi ispunile svoje potrebe za odnose s javnošću. Komunikacijski stručnjaci se, prema
autorici, okreću savjetničkim ulogama i strateškom
planiranju zbog globalizacije tržišta.
U poglavlju „Teorija komunikacije“ autorica obrađuje neke od osnovnih teorija masovne komunikacije poput zlatnog metka, dvostupanjskog i višestupanjskog tijeka komunikacije, teoriju difuzije,
postavljanje dnevnog reda, zadovoljenja koristi te
dvosmjernu teoriju komunikacije. Međutim, autorica se u ovom poglavlju bavi i persuazijom, odnosno
uvjeravajućom funkcijom struke odnosa s javnošću.
Koji su ciljevi persuazije te čimbenicima uvjeravajuće komunikacije. Jednako tako, na samome kraju
ovoga dijela autorica se dotaknula i etičnosti ovakve
vrst komunikacije te navodi upute što se smije, a što
ne kod uvjeravajućeg odašiljanja poruka javnosti.
Kada govori o ciljevima komunikacije, autorica zastupate pristup da uvjeravanje nije isključivo jednosmjeran tijek informacija, argumentacija i utjecaja,
iako se u široj javnosti upravo to percipira kao temelj odnosa s javnošću.
Tkalac Verčič se nadalje pita što je javnost te daje
deﬁniciju javnosti, odnosno vrste javnosti. Nadalje,
navodi i koje su to ključne javnosti za samu struku
odnosa s javnošću. Smatra kako se javnosti nikada
ne bi smjele podcjenjivati grubim generalizacijama,
nego ih je potrebno razumjeti i razlikovati njihova
speciﬁčna obilježja. „Ako odnose s javnošću promatramo isklučivo kao jeftin način stvaranja pozitivnog publiciteta ili pokušaja održavanja dobrog
odnosa s novinarima nećemo od njih imati dovoljno koristi“ navodi autorica u poglavlju „deﬁniranje
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komunikacijskog problema“. Mišljenja je kako u
odnosi s javnošću najkorisniji kada su dio komunikacijskog menadžmenta upravo zbog četverofaznog procesa odnosa s javnošću. U ovom poglavlju
obrađuje istraživanje kao dio deﬁniranja problema
ili vrednovanja, odnosno deﬁniranje problema ili
prilike, pri čemu naglašava značaj analize.
Slijedom ovoga, autorica nadalje obrađuje „Planiranje programa“ gdje razrađuje zašto je važno planiranje u odnosima s javnošću te donosi različite pristupe planiranju, odnosno upravljanje pomoću ciljeva.
Navodi kako odnosi s javnošću posuđuju svoje alate
iz različitih područja i disciplina iz kojih su proizašli, a važan udio teorije i prakse odnosa s javnošću
preuzet je iz teorije menadžmenta. Zaključuje kako
je upravo strateška primjena programa odnosa s javnošću ono što im osigurava uspjeh.
Nadalje, Tkalac Verčič govori o akciji i komunikaciji
unutar čega obrađuje razliku između akcije i komunikacije, ali govori i o taktikama te tradicionalnim
javnostima. Autorica govori i o značaju vrednovanja gdje piše o pravilima i vrstama istraživanja u
odnosima s javnošću, kao i o metodama istraživanja gdje piše o najčešće upotrebljenim metodama.
Kroz poglavlje govori i o koracima procjena programa odnosa s javnošću kao i o najčešćim načinima
mjerenja rezultata. Pod mjerenje rezultata autorica
podrazumijeva mjerenje svjesnosti i razumijevanje,
dosjećanje i zadržavanje te istraživanje stavova i ponašanja. Navodi kako je važno razlikovati mjerenje
produkcije i mjerenje rezultata u OSJ, a kaže kako
su standardi mjerenja tema mnogih stručnih studija
već dugo godina.
„Područje odnosa s internim javnostima, to jest područje interne komunikacije izrazito je interdisciplinarno. Na razmeđi odnosa s javnošću, upravljanja
ljudskim resursima i marketinga – internu komunikaciju svi svojataju“. I u ovom poglavlju autorica
kreće od deﬁniranja interne komunikacije te kaže
kako je ona usmjerena na poboljšanje komunikacije
između zaposlenika, menadžera i uprave. Nadalje,
piše o organizacijskom smještaju interne komunikacije gdje piše o razlici između interne komunikacije, internog marketinga i upravljanja ljudskim
potencijalima. Kao funkcije interne komunikacije,
Tkalac Verčič govori o promicanju organizacijske
kulture, izravnoj komunikaciji sa zaposlenicima,
komunikaciji sa zaposlenicima putem različitih medija, slušanju i povezivanju zaposlenika. Internoj je
komunikaciji posvećeno opsežnije poglavlje.

Kad se govori o kriznom komuniciranju, autorica
smatra kako je najbolje riješena kriza ona za koje
javnost nikada ne dozna. Mišljenja je kako se puno
toga u kriznoj komunikaciji nikada ne smije prikazati u studijama slučajeva, a kako je u svim udžbenicima odnosa s javnošću vječiti dobar primjer
kriznih komunikacija slučaj Tylenol poduzeća Johnson& Johnson. Smatra kako bi kod nas to bio svaki
onaj u kojem su komunikacije pravovremene, točne
i prenesene relevantnim javnostima i to primjerenim kanalima. Loš su primjer sve komunikacije u
kojima se prikriva, laže, prebacuje krivnja na druge i slično. Stoga kroz ovo poglavlje autorica govori
o upravljanju u kriznoj situaciji, planiranju krizne
komunikacije, upravljanju ugledom te upravljanju
temama od javne važnosti.
„U današnjoj, sve složenijoj organizaciji poslovanja
postoje određene nejasnoće kada je riječ o ulogama
i granicama koje u organizaciji imaju funkcije marketinga i odnosa s javnošću“ te s tim u svezi govori
o povijesnom odnosu funkcija, odnosno o okviru
odnosa funkcija odnosa s javnošću i marketinga u
organizacijama. Kada govori o tehnikama govori
i publicitetu proizvoda, potpori treće strane te izgradnji marke. Zaključno govori i o budućnosti OSJ
i marketinga te zaključuje kako se puno toga promijenilo u razmišljanju teoretičara, no kako pitanja
odnosa marketinga i OSJ ostaju otvorena. Mišljenja
je kako je važno deﬁnirati model odnosa dvaju funkcija kako bi se izbjegao sukob i poboljšala suradnja.
Kada govori o odnosima s javnošću i medijima,
Tkalac Verčič, baš kao i mnogi drugi autori, želi
jasno naznačiti kako odnosi s javnošću nisu odnosi s medijima. Odnosi s medijima su tek jedan od
programa OSJ, a mediji su jedna o ključnih javnosti
ove profesije. U tom kontekstu, kroz poglavlje, autorica govori o povijesnoj ulozi medija u odnosima s
javnošću kao i o utjecaju OSJ na medijske sadržaje.
Kada razrađuje odnose s medijima govori o taktikama koje se koriste kako bi se poruka, proizvod
ili osoba što kvalitetnije medijski oblikovali te prenijeli prema javnosti. Stoga razrađuje pripreme za
intervju, objave za medije (kao i one elektroničke)
fotograﬁje, medijski kompleti, privlačenje pozornosti medija, konferencije za novinare te medijske
turneje. Zaključno govori o vrednovanju odnosa s
medijima te se referira na prethodno opisano poglavlje te kaže kako većina stručnjaka za odnose s
javnošću koristi određene oblike praćenja medijskih
objava kako bi se vrednovala uspješnost provedenih
kampanja.
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U knjizi je cijelo jedno poglavlje posvećeno etici
u odnosima s javnošću, a autorica kaže kako je to
upravo zato što su odnosi s javnošću tako često na
udaru medija, političara i opće javnosti pa praktičari moraju biti posebno oprezni i etični u svojem
profesionalnom životu. Kaže: “Stojim iza tvrdnje da
je ključno da se u praksi odnosa s javnošću poštuju
visoki standardi profesionalne etike i da etika uvijek bude ključna odrednica u ponašanju. Dodatno,
u odnosima s javnošću uvijek se mora govoriti istina. To naravno nije uvijek jednostavno, no kršeći to
pravilo prelazimo u sivu zonu iz koje se nikada nije
moguće vratiti. Kao što sam i u knjizi napisala, standardi etičnog ponašanja mijenjaju se vremenom,
kao što se i društvo mijenja. No, istina i poštenje trebali bi biti trajna i neupitna vrijednost pri donošenju
poslovnih odluka. Stručnjaci za odnose s javnošću
u svakoj bi organizaciji trebali imati ulogu savjesti.“
Zaključno, Tkalac Verčič posljednje poglavlje posvećuje odnosima s javnošću i društvenim medijima
za što kaže kako je neizbježan element razvoja medija. „Novinari moraju svoju profesiju braniti speciﬁčnim znanjima i vještinama, analizama, istraživanjima i osvrtima. Ne sviđa mi se ideja prema kojoj
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novinari čine vratare koji javnosti omogućavaju da
čuje pravu istinu. Danas svatko može iznijeti svoju
istinu, a na svima je nama da budemo obrazovani
primatelji i da znamo kome vjerujemo.“ Poglavlje
posvećeno društvenim medijima ovom udžbeniku
daje pionirsku ulogu među udžbenicima za odnose
s javnošću svugdje u svijetu. Knjiga je pisana udžbeničkim pristupom, usmjerena je na korporativno
komuniciranje i organizacijsko ponašanje te je stoga
prikladna nastavnim programima orijentiranima
ekonomiji, odnosno organizaciji i managementu.
Autorica je kroz knjigu nastojala naglasiti kako je jasnoća poruke najteži zadatak u svakoj komunikaciji,
a količina informacija koja nas dnevno okružuje dovodi do selektivnosti u percepciji. Ako organizacija
nije jasna u komunikaciji, snosit će posljedice stoga
ukazuje kako se na području edukativnih programa premalo bavimo podučavanjem komunikacije
a ova knjiga može biti dobar temelj za početak. U
komunikaciji je potrebna praksa i vještina, a najbolji
način za kvalitetno komuniciranje je teorija, praksa
i vježbanje – ovaj udžbenik je podloga potkrepljenja teorijom, praktičnim primjerima te pitanjima za
provjeru znanja.
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PRIKAZ KNJIGE
„FRANŠIZA – NAČIN POKRETANJA
PODUZETNIČKOGA POTHVATA I
STRATEGIJA RASTA POSLOVANJA“,
AUTORA ALEKSANDRA ERCEGA
“Franšizni način poslovanja rapidno se širi planetom i u tom svom osvajačkom pohodu kreira održivo poduzetništvo, nova radna mjesta i ekonomski
rast.“
Iz knjige, prema riječima
Hrvatske franšizne udruge
Franšiza – način pokretanja poduzetničkog pothvata i strategija rasta poslovanja prvi je udžbenik na
hrvatskom jeziku koji se na zanimljiv, jasan i strukturiran način bavi tematikom pokretanja poslovnog
pothvata i uspješnosti poslovanja poduzeća kroz
franšizno poslovanje. Ovaj način poslovanja postaje
sve popularniji i značajniji jer djelomično smanjuje rizik od neuspjeha i omogućuje osobi ispunjenje
želje za pokretanjem poduzetničkog pothvata uz
kombiniranje osobnog znanja i vještina s uhodanim i razvijenim poslovnim modelom. No, u Republici Hrvatskoj franšizno poslovanje još uvijek
nije dovoljno razvijeno što dokazuje i izrazito mali
broj literature o ovoj tematici na hrvatskom jeziku.

Udžbenik, kao prvi u hrvatskoj, pruža, kroz teorijski okvir i promišljeno izabrane praktične primjere,
pristup informacijama potrebnim za razumijevanje
ovakvog načina poslovanja i speciﬁčne tehničke savjete za što uspješnije poslovanje. Iako je udžbenik,
posebice sadržajno, namijenjen studentima, itekako
može poslužiti i kao edukativno informativni materijal svima koji razmišljaju o pokretanju poduzetničkog pothvata ili žele značajnije doprinijeti rastu i
razvoju vlastitog poduzeća.
Uključujući uvod i riječ hrvatske franšizne udruge
udžbenik je podijeljen u deset poglavlja u kojima
autor, jednostavnim i pristupačnim rečeničnim
formulacijama te kreativnim autorskim pristupom,
pruža jasan pregled franšiznog poslovanja, njegovih
prednosti i nedostataka, kao i ulogu koju ovakvo
poslovanje ima na gospodarski rast i kreiranje novih
radnih mjesta.
Prvo poglavlje daje uvid u povijest franšiznog poslovanja i prilagodbu franšiznog poslovnog modela
novim poslovnim trendovima. Ovo poglavlje jasno
prikazuje kako je tekao razvitak franšiznog poslo-
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vanja i naglašava njegovu važnost, ali i utjecaj na
unaprjeđenje kvalitete proizvoda/usluga i načina
opsluživanja potrošača.
Drugo poglavlje deﬁnira ključne pojmove vezane za
franšizno poslovanje kao modela kojeg je moguće
koristiti u različitim djelatnostima – od maloprodaje do pružanja različitih profesionalnih usluga. U
ovom poglavlju uz deﬁniciju franšize čitatelj dobiva
uvid i o vrstama i tipovima franšize, te objašnjenje
odnosa kroz koji sudionici franšize u franšiznom
poslovanju prolaze.
Bez obzira na sve veću popularnost franšize kao
učinkovitog poslovnog modela, još uvijek postoje
nerazumijevanja i nedoumice u vezi s ovakvim načinom poslovanja. Autor upravo u trećem poglavlju
na jasan način daje značajan pregled prednosti i nedostataka za sve sudionike franšize posebno, ali i za
određene poslovne modele, te navodi i pojašnjava
mitove koji se još uvijek vežu uz franšizno poslovanje.
Četvrto poglavlje identiﬁcira razine na kojima je
moguće promatrati upotrebu franšize i teorije koje
objašnjavaju odluke za pokretanje franšiznog poslovanja.
Vrlo često se franšizi kao poslovnom modelu spočitava nedostatak inovativnosti obzirom da se ono
najčešće odnosi na preuzimanje već uhodanog poslovnog modela. Kako je upravo inovativnost jedna
od najznačajnijih poduzetničkih karakteristika postavlja se pitanje mogu se li se primatelji franšiza
smatrati poduzetnicima. Autor u petom poglavlja
analizira odnos franšiznog poslovnog modela i poduzetnika, procjenjuje važnost inovacija za razvoj
franšiznog poslovnog modela i deﬁnira ulogu primatelja franšize u procesu provođenja inovacija i
stvaranja nove vrijednosti za potrošače.
Šesto se poglavlje bavi pravnom osnovom i regulativom franšiznog poslovanja, omogućava analizu
svjetske i hrvatske pravne regulative u svijetu i Republici Hrvatskoj te ukazuje na važnost temeljitog
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proučavanja franšiznih ponuda i dobre pripreme
franšiznih ugovora.
Franšiza postaje sve aktualniji poslovni model i
zbog utjecaja koji, generiranjem novih radnih mjesta i modernizacijom poslovanja ima na sektor malih i srednjih poduzeća kao i na cjelokupnu nacionalnu ekonomiju. Sedmo poglavlje analizira utjecaj
franšiznog poslovanja na svjetsku i nacionalne ekonomije, daje pregled prepreka s kojim se suočavaju
franšizna poslovanja u Republici Hrvatskoj te nudi
preporuke kojima bi se navedene prepreke mogle
prevladati.
Osmo poglavlje namijenjeno je čitateljima koji franšizno poslovanje promatraju kao mogućnost za rast
i širenje već postojećeg poslovanja. U ovom poglavlju dan je jasan pregled prednosti i nedostatka franšize u usporedbi s drugim strategijama rasta na koje
se poduzetnici mogu odlučiti.
Deveto i deseto poglavlje bave se pokretanjem franšize, a obuhvaćeni su pojedinačno i davatelj i primatelj franšize. Ova dva poglavlja daju pregled postupaka i aktivnosti koje davatelj i primatelj trebaju
napraviti kako bi prodali/kupili franšizu, opravdali
svoju poslovnu odluku i omogućili uspješnost svog
poslovanja.
Udžbenik je napisan sustavno, logično i razumljivo,
a autor gradivo nadopunjuje i zanimljivim graﬁčkim
prikazima i aktualnim svjetskim i hrvatskim primjerima. Svako poglavlje počinje jasnim ishodima učenja čija se usvojenost može provjeriti i smislenim
pitanjima za raspravu. Autor posebnu pozornost
obraća i na mogućnost da čitatelj proširi svoje razumijevanje ove tematike nudeći preporuke za dokumentarne i igrane ﬁlmove na temu franšize kao i
velik broj relevantnih referenci. Kvaliteta sadržaja u
ovom udžbeniku rezultat je dugogodišnjeg iskustva
autora u izučavanju i podučavanju franšiznog poslovanja. Kao jedna od rijetkih knjiga koje se bave
tematikom franšiznog poslovanja, ovaj udžbenik
predstavlja značajan doprinos razumijevanju i povećanju svijesti o važnosti franšiznog poslovanja za
gospodarski razvitak Republike Hrvatske.
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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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Udruge za etiku objavljivanja (COPE - Committee
on Publication Ethics).

Opće smjernice za autore
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, prethodnih priopćenja i preglednih radova.
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veličine 210 x 297 mm. Treba koristiti fontove
Times New Roman ili Arial veličine 12 (osim ako
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1.5. Margine stranica (lijevu, desnu, gornju i donju)
treba postaviti na 25 mm. Tekst mora biti poravnat s
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s uputama neće se uzeti u obzir za objavljivanje.
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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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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
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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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