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Abstract: The idea in using Multiple Criteria Decision Support (MCDS) and voting methods
within a SWOT framework is to evaluate systematically the SWOT factors and to assess them
with respect to their intensities. The MCDS method applied initially with SWOT has been the
Analytic Hierarchy Process (AHP), and the hybrid AHP-SWOT approach has been called the
A’WOT. Any MCDS method can, however, be applied; the choice of the method depending
on the strategy process in question. In this article, experiences of using the A’WOT method
with AHP, SMART and SMAA-O technigques is summarized. In addition, an illustrative
example of making use of social choice theory within SWOT framework is presented. The
hybrid MCDS-SWOT approach has gained growing popularity, and it has been applied in
different fields world-widely. It may provide not only a solid decision support but also an
effective framework for learning in strategic decision support, as well as for communication
in strategy processes with multiple stakeholders. The Voting-SWOT approach (VotSWOT)
fits especially well with participatory strategy processes, as it reflects decision makers’ and
stakeholders’ natural ways of communication.

Keywords: A’WOT, multiple criteria decision support, natural resources management,
strategic management, voting methods

1. INTRODUCTION

SWOT analysis is a commonly-used tool for analysing operational environments to
attain both a systematic approach and support for strategic decision making. In SWOT
analysis, the internal and external factors most important for the future success of a company
(or any decision maker) are grouped into four categories: strengths, weaknesses, opportunities
and threats. The purpose of applying SWOT is usually to develop and adopt a strategy
resulting in a good fit between the internal and external operational environments as well as
objectives of the decision maker.

SWOT could, however, be used more efficiently than has normally been the case in its
applications. Too often, it remains at the level of just pinpointing the factors. Furthermore,
SWOT includes no means for analytically determining the importance of the factors or
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assessing the decision alternatives with respect to the factors. The further utilization of SWOT
alone is thus mainly based on qualitative analyses made in the decision-making process, and
on the capabilities and expertise of the persons participating. It is not a surprise, that research
has aimed at enhancing the use of SWOT as a practical planning tool in many ways, e.g., by
connecting other strategic planning tools to it [8].

The idea in using Multiple Criteria Decision Support (MCDS) methods within a
SWOT framework is to evaluate systematically the SWOT factors and to make them
commensurable [13]. This enables more analytical SWOT procedures. The hybrid method
A'WOT makes combined use of the Analytic Hierarchy Process (AHP) [28] and SWOT. In
natural resource management, it was first presented in 2000 [13].

After carrying out the assessments required by the AHP, useful quantitative
information can be obtained about the decision problem. On the basis of comparisons of the
SWOT factors and groups one can analyse, for example, whether there is a specific weakness
requiring most of the attention, or if the company is expected to be faced with future threats
exceeding its combined opportunities. In addition, use of A'WOT enables choice alternatives
to be evaluated with respect to each SWOT factor and to each SWOT group. When the
importance of different SWOT groups have also been determined, it is possible to prioritise
decision alternatives with respect to the strategic choice situation as a whole.

The objective of this paper is to summarize experiences on the use of MCDS
techniques together with SWOT in strategic management. The MCDS methods reviewed
more closely are AHP [28], SMART [6] and SMAA-O [21][15]. Furthermore, possibilities to
apply voting methods instead of MCDS with SWOT is examined.

2. MCDS METHODS IN THE SWOT FRAMEWORK
In general, the hybrid methods that combine SWOT and MCDS proceed as follows:

(i) The SWOT analysis is carried out. The relevant factors of the external and internal
environments are identified and included in SWOT analysis.

(if) The relative importance of the SWOT factors are determined separately within each
SWOT group. Any Multiple Criteria Decision Support (MCDS) method, and its
comparison principles, can be applied.

(iii) The relative importance of the SWOT groups are determined. There are several principles
of doing this and also here any MCDS method can be applied.

(iv) The decision alternatives are evaluated with respect to each SWOT factor according to
the comparison rules of the applied MCDS method.

(v) Global priorities may now be calculated for the decision alternatives in accordance with
the MCDS aggregation techniques.

The most often used MCDS method with SWOT, and the original one what comes to
the A’WOT, is the AHP. The central characteristics of the AHP include pairwise comparisons
of the elements of SWOT. In the original AHP, the ratio scale priorities describing the relative
values of the SWOT factors, or the decision alternatives, are estimated by using the
eigenvalue technique [28]. The ratio scale pairwise comparisons data can also be analysed
also through regression techniques [5]. In many cases, these two estimation methods give
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similar numerical results, but the advantages of the regression approach include versatile
possibilities to analyse the inherent uncertainties of the estimated priorities [1][16].

Also SMART method has been utilized together with SWOT [9][14]. In the SMART
and its simple rating version, the importance of the SWOT factors can be defined as follows:
one hundred points is given to the most important SWOT factor inside the examined SWOT
group and the importance of other SWOT factors are numerically determined with respect to
the most important factor. It is also possible to define the importance of the SWOT factors so
that a total of 100 points is allocated for SWOT factors according to their importance
separately in each SWOT group. In addition to these fundamental versions, there is a
collection of different SMART techniques and modifications, and one can recognise a
methodological SMART family. Modifications include also two approximate methods called
SMARTS and SMARTER [6]. The original SMART makes use of an additive model, but
non-additive versions have also been presented [2]. This is, in fact, possible also with AHP
[18].

SMAA-O, in turn, belongs to the family of SMAA methods (Stochastic Multicriteria
Acceptability Analysis), which have been developed for discrete multicriteria problems where
criteria data are uncertain or inaccurate [15][11]. In SMAA-O it is possible to analyse ordinal
as well as cardinal information [21]. Thus, it is enough just to rank the SWOT factors instead
of giving them cardinal priority ratios. The ranking is transformed into cardinal information
through simulation (however, based on strong assumptions concerning the preference
structures). Using SMAA-O, in addition to analysing what the recommended action is under
certain priorities, one can analyse which kind of priorities would support each action.
Statistical techniques can also be utilised in the context of ordinal multi-criteria preference
information [17].

The advantage of the pairwise comparisons technique is that the decision-maker needs
to consider only one pair of the SWOT factors at a time instead of simultaneously assessing
several factors. On the other hand, the total amount of pairwise comparisons increases rapidly
with the increased number of factors, particularly if the SWOT lists are long. The developed
statistical models, however, enable the analysis of pairwise comparisons data based on fewer
comparisons. An additional advantage of the pairwise comparisons technique and the
statistical approach is that the potential inconsistency of the pairwise comparisons can be
turned into a virtue by being used to describe the uncertainty of the preference information.
For example, probabilities for events such as ‘SWOT factor A is more important than SWOT
factor B’ can be estimated. Holistic assessments, in turn, are less laborious than large sets of
pairwise comparisons. The drawback is that sometimes decision-makers find it very difficult
to evaluate multiple items simultaneously, especially when the number of items is large.

To summarize, cardinal (i.e. ratio or interval scale) preference information enables
versatile and deep decision support compared with ordinal information, but it also requires
that decision-makers should really understand the questions used and also that the context of
the decision problem is appropriate for the cardinal assessments. Ordinal scales are easier to
understand and apply than cardinal ones, but the natural drawback is that the analysis of the
data and output of the analysis will then be simplified.
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3. APPLYING VOTING METHODS WITHIN SWOT

A practical problem with many decision support methods is that answering to the
necessary inquiries is difficult for many reasons. If the used method demands many
complicated questions, it also typically demands a lot of time and guidance.

One possibility to alleviate the demands concerning the preference input from
stakeholders is to apply the social choice theory [12]. Social choice problems are typically
approached by using different modes of voting. That is why social choice theory can also be
called voting theory. Throughout the history of democracy, voting has proved to be an
efficient tool for making choices among decision alternatives, e.g., in different kind of
elections. In the voting theory, special attention has been paid to systems that are neutral and
difficult to manipulate [23]. Therefore, voting theory can be seen as a credible alternative in
group decision making and participatory strategy processes.

The principal objective of social choice is to combine individual preferences into a
collective choice [19]. The social choice situation can be described with four parts: (i) voters
or players, (ii) choice alternatives, (iii) the information of voter's preferences over the
alternatives, and (iv) an aggregation device. So, the approach greatly resembles MCDS.

Plurality voting is the simplest mode of voting. It takes into account the preference
ordering of voters; however, only with respect to the best candidate. Each voter has one vote,
and votes for one candidate. The candidates, or decision alternatives, are ranked according to
the sum of votes they’ve got and the candidate/alternative with the plurality wins, i.e. the
majority of votes is not required.

In the procedure of approval voting, each voter votes for as many candidates as she/he
wishes [12]. In other words, the voter votes for all candidates of whom she/he "approves".
Each candidate approved by the voter receives one vote. The candidate receiving the greatest
total number of votes is declared to be the winner. This method is harder to manipulate by any
one voter than plurality voting. This is because it requires information about the distribution
of approvals of the alternatives in order to be manipulated [23]. However, it tends to promote
moderate candidates.

The approval voting is argued to be the best voting system, provided that the real
preferences of voters are dichotomous [32]. This might not be the case except occasionally.
Trichotomous or multichotomous preferences can, however, also be applied. For example,
Yilmaz proposed a system where voters classify the candidates as Favourite, Acceptable and
Disapproved [32]. Then, the candidates are compared pair-wisely so that a candidate scores a
vote whenever it is ranked higher than the pair. If one candidate has a majority against all
others, it is chosen. Otherwise, the candidate with most disapproval votes is eliminated and
the procedure is applied again until the winner can be found.

The Borda count [27] takes into account the whole preference ordering: given n
candidates, each voter casts n votes for the most preferred candidate, n-1 votes for the second
most preferred one and finally 1 vote for the least preferred candidate. The winner is the
candidate getting the most votes altogether.

There are also voting methods that are based on pairwise comparisons. Condorcet
winner is a choice which obtains a majority of votes against any other alternative in pairwise
elections. However, the Condorcet winner does not always exist.
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The aforementioned voting systems only use information of the preference ordering of
the alternatives. So called utilitarian voting systems make use also of information on the
intensity of the preferences. These voting schemes have a lot of common with MCDS
methods. When individual utility functions are combined, the aggregation could be interpreted
as social welfare function (Martin et al. 1996).

Utilitarian systems include, for example, direct aggregation of cardinal utilities and the
demand-based method [12]. In the former case, voters are required to assign utility values to
the candidates, and the candidate receiving the largest sum of utility values wins. In the latter,
voters offer to pay some money in order to obtain a preferred alternative, and the one getting
the highest sum of bids wins.

In cumulative voting system, each voter is given a number of votes they can distribute
to the candidates in any way: all votes can, for instance, be given to one candidate or many
candidates can be given an equal number of votes [12]. This is similar to the prioritisation
principles of SMART.

4. AN EXAMPLE OF VOTING WITHIN SWOT: VOTSWOT

Finland is aiming at a low-carbon and resource-efficient society and a sustainable
economy. This goal of central importance is related to the development of sustainable bio-
economy, which relies on the use of renewable natural resources instead of non-renewable
ones. In Finland, sustainable use of forest resources is a key element in sustainable bio-
economy, since forests and wood form the most abundant renewable natural resource in the
country. The Finnish Bioeconomy Strategy aims at generating new economic growth and new
jobs from an increase in the bio-economy business and from high-added-value products and
services. At the same time, the nature’s ecosystems must be maintained and secured.

At the University of Eastern Finland (UEF), the bio-economy research strategy is
under preparation. Different aspects of bio-economy are identified in various faculties and
departments of UEF. Critical discussions are taking place so that the role of bio-economy in
the strategy of UEF can be defined. Should it be, in one end, the main driver of the overall
strategy for the next 5 to 10 years, or, in another end, taken just as a transient buzzword that
does not deserve any special strategic attention. One additional driver to the discussions
comes from the fact that in Finland, especially in the forested regions such as eastern Finland,
the role of forests in the promotion and success of bio-economy is crucial.

Building a coherent and widely accepted bio-economy research strategy for UEF is
not necessarily an easy task. For illustrative purposes, the situation is greatly simplified here.
In the next step of the practical process, more deeper and versatile use of A’WOT and, e.g.,
more complicated voting might be applied. The example presented here is a simulation for
illustrating how VotSWOT could be utilized in the strategy process. Nevertheless, also a
simplified case formulation and corresponding decision support exercises might help in
constructing the strategy process and its end-result and in inducting people with different pre-
views and from different schools to a mutually understandable discourse.

Possible future scenarios for the operational environment are an important element of
any strategy process. Formulation of the final strategy depends highly on the anticipated
probabilities of the scenarios; in which kind of a scenario we believe? There are two basic
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alternatives as to how to approach the analysis of scenarios. It is possible to create for each
possible scenario its own SWOT, and then perform A’WOT analyses. Another, a simpler and
more straightforward way is to think that possible scenarios are implicitly covered when
pondering factors in each SWOT category, especially the opportunities and threats as they
clearly refer to the future. In the case example below, the latter way is adopted. That being the
case, the thought probabilities of the possible scenarios reflect also to the comparisons of the
importance of the SWOT factors.

In our VotSWOT exercise, we have three participants. First, the basic strategic choice
alternatives are formed. The formulation of the final strategy, for example, directs the
strategic and other research funding within the University, and gives a firm support when
applying competitive funding from outside sources for those directions of research that have
been chosen to be especially focused on. Let the basic alternatives be as follows:

(A) Bio-economy does not deserve any special attention neither in the society at large
nor at the University; do not put any extra efforts on bio-economy training and R&D&l

(B) Bio-economy is important for the country’s future, and it should be approached in
versatile ways to form a many-sided and sound basis for its development; at the University,
extra emphasis is put on bio-economy research, but in order to form a many-sided basis for
the societal development let all the “bio-economy flowers” flourish

(C) Bio-economy is important for the country’s future, and the key factors for future
bio-economy potential are related to the chemistry and physics of processing new products,
and social and marketing aspects of the growing bio-economy; at the University, the main
focus should be put correspondingly

(D) Bio-economy is of very central strategic importance for the whole society and
forests are in its core in Finland; at the University strong emphasis should be given to forest
and wood related bio-economy studies, and other research has a supportive role for them.

Second, the long-lists of SWOT-factors are produced. All the factors coming into
minds of participants are listed, and then grouped together by the participants into groups of
similar factors to get condensed lists of SWOT-factors. Similar factors may be merged.

Next step is approval voting among the condensed lists. Within each group, five most
relevant factors are elected using approval voting scheme. For each group, every participant
determines, which factors he/she thinks should be seriously considered when making the
University’s strategic choices. All the factors he/she chooses as being important get one vote
each. The factors in each SWOT group are listed according to the sum of votes given by the
participants. Five mostly approved factors in each group are chosen for further VotSWOT
analysis (Table 1).
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Table 1. The SWOT factors chosen in approval voting; a training example

SWOT group

SWOT factors

Strengths

Weaknesses

Opportunities

Threats

S1 The University is really multidisciplinary

S2 Impact on the society’s development is important for the University

S3 Good co-operation possibilities with Natural Resources Institute Finland, Finnish
Environment Institute, and the European Forest Institute

S4 Skills and scientific merits in rural area, forest and wood related bio-economy

S5 Also scientists in chemistry, social sciences, jurisprudence, economics, physics,
biology are interested in bio-economy research

W1 Bio-economy research at the University has no co-ordination over departments
W?2 There is no technical faculty at the University

W3 There is hesitation about the future importance of bio-economy studies

W4 Not enough co-operation with practical business world actors

W5 Versatile strengths of the University are not widely known

01 Growing external research funding available for studies on bio-economy

02 Future success of the national economy of Finland relies upon renewable natural
resources, especially forests and wood

03 More intensive co-operation with technical universities and technical faculties of
other universities in wood material science and in studying new bio-products

O4 Finnish forest industries’ plans for investments on bio-refineries and on
wood-based products, also in eastern Finland

05 Increasing multidisciplinary co-operation with bio-economy business practice

T1 Price of oil remains low and the hyping for bio-economy ends shortly

T2 Growing interest on bio-economy makes research at the University too one-sided

T3 Emphasising close connections with actors of practical business world decreases
the weight of basic research and of the freedom of research at the University

T4 International and national political decisions do not favour bio-economy any longer

T5 Funding for research infrastructure and equipment gets lower

In the next phase, cumulative voting is applied so that the relative importance of the
five factors within each SWOT group can be determined. All the participants get 100 votes to
be allocated among the factors in each group. For example, within the Opportunities group
Participant 1 may give 40 votes for O2, 25 votes for O4 and O5, 10 votes for O3, and 0 votes

for Ol. (Table 2.)

Cumulative voting is also used for mutual weighting of the SWOT groups. Each
participant has 100 votes to be allocated for the SWOT groups according to their relevance in
the University’s bio-economy strategy. Weights for SWOT groups are calculated as the sums

of votes, scaled to sum up to one. (Table 3).
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Table 2. Cumulative voting for the SWOT factors by 3 participants; a training example

SWOT group Factors Participant 1 Participant 2 Participant3  Sum of votes
Strengths S1 10 5 20 35
S2 10 0 20 30
S3 30 10 20 60
S4 20 10 20 50
S5 30 75 20 125
Weaknesses W1 15 10 25 50
W2 15 0 10 25
W3 50 50 20 120
w4 10 20 30 60
W5 10 20 15 45
Opportunities 01 0 15 20 35
02 40 20 5 65
03 10 25 40 75
04 25 20 30 75
05 25 10 5 40
Threats T1 5 20 0 20
T2 10 0 10 20
T3 5 0 10 15
T4 40 50 50 140
T5 40 30 30 110

Table 3. Cumulative voting for the SWOT factors by 3 participants; a training example

SWOT group Participant 1 Participant 2 Participant 3 Sum of votes Scaled
Strengths 20 30 30 80 0.267
Weaknesses 15 15 10 40 0.133
Opportunities 40 35 40 115 0.383
Threats 25 20 20 65 0.217

As a result of the voting procedures, global priorities can be calculated for each
SWOT factor, reflecting their relevance in the strategy process. If no consensus could be
reached on the choice of the basic strategy among A-D, it would be possible to proceed the
exercise by evaluating the strategy alternatives with respect to all the SWOT factors, e.g., by
cumulative voting. In our example — as the Opportunities get the highest priority and forest
and wood related issues are emphasized by them — it seems evident that the chosen basic
strategy at this phase would be D. It must be emphasized that this would be just the basic
choice, from where the strategy process continues by more detailed strategy formulation, most
probably towards C or B to some extent.

5. DISCUSSION AND CONCLUSION

Active application of MCDS methods to support SWOT clearly indicates that they
have the potential of deepening the SWOT analyses. The A’WOT approach with various
versions has gained considerable use and popularity in many different areas world-wide, see
e.g. [3]1[4][10][20][24][26][30][31].
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Most often, the MCDS technique used has been the AHP. The SMART-SWOT hybrid
approach has been used for evaluating the role of universities in regional innovation systems
[22], examination of the role of innovations in forestry- and agriculture-related case study
enterprise [9], and in examining the development possibilities of regional forest program
processes in Finland in different development scenarios of the society [14].

The Analytic Network Process (ANP) [29] has been used instead of AHP when
dependencies between strategic factors were under consideration [33]. Recently, ANP-SWOT
approach was applied in analyzing the development of tourism industry in Iran [7]. The ANP-
SWOT was found as a viable and highly capable methodology, providing invaluable insights
for complex strategic management decisions.

Results from Uganda showed that the use of the AHP method in SWOT (i.e. basic
A’WOT) is effective in evaluating stakeholder preferences for bioenergy technologies, and
the hybrid method could be used as a tool for technology screening, or reaching consensus in
a participatory setup in a transparent manner [24]. Another study found that the combination
of SWOT and the AHP is a valuable tool for strategic energy management [26]. A’WOT has
also been applied to assessing the sustainability of urban forests [3]. This study pointed out
that the A’WOT approach is successful in structuring a complex planning context and in
increasing and improving the information. According to that study, the hybrid framework is
able to communicate the planners’, designers’ and decision maker’s perspectives, to enhance
transparency in the decision process and thus to increase acceptance, as well as to act as a
learning process. Our experiences gained through A’WOT applications are in line with those
of the above-mentioned studies [10].

Increasing complexity into an analysis always means need for more assessments to be
made. Time needed is always a critical constraint, and there is a need to develop faster and
easier to use but still trustable enough methodologies. VVoting methods are interesting in this
respect. The very basic ideas behind voting methods and MCDS methods are quite similar.
Some of them are close to each other technically, too. For example, some modification of
SMART and cumulative voting can, practically taken, be regarded as one and the same
method, although they have different theoretical backgrounds.

Combined use of SWOT, SMART and voting methods has also been reported [25].
The main methodological difference of this application compared to the example case in this
article was that it formulated separate sub-classes under each SWOT field and then performed
MCDS analyses separately for each scenario. However, the processing of the SWOT factors
separately for each different scenario could be useful in some cases, although it makes the
analysis more complicated and more difficult to follow. This allows us examine, for instance,
which of the strategic factors are important in all scenarios and which of them should be taken
into account in only some specific scenarios. If the formulation of strategy alternatives is
needed, the strategic factors and their priorities in different scenarios provide a basis for
directing future operations in an adaptive manner. Applying that kind of a scenario approach,
however, makes the harder to understand and more time-consuming. That is why it is at its
best when only experts are involved in the strategy process.

The A’WOT method with SMART has been found easy both for experts and for
participants in the regional work programme to understand and apply (Kurttila et al. 2009).
This surely is the case with cumulative voting — SWOT hybrid method, as well. However,
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although calculations of SMART and cumulative voting are probably easier to carry out than
calculations of the AHP, the provision of ratings to all factors within the specific SWOT field
simultaneously can be more difficult.

When SMAA-O is applied in a SWOT framework, it is not necessary to determine any
importance neither of the factors nor the groups in the first phase. Central weight vectors can
be applied to study which importance best support the choice of each decision alternative.
Together with rank acceptability indices, they serve as a good starting-point for an interactive
process, finally resulting in the choice of one alternative. During the process, information on
the importance orders of SWOT factors and SWOT groups is included step by step. Before
the importance order of SWOT groups is determined, it might be useful to examine the
priorities of the decision alternatives within each group. This provides training and learning
about the selection problem.

It can be concluded that hybrid methods of MCDS or voting and SWOT can be
applied to increase and improve the information basis of strategic planning processes. They
may provide not only a solid decision support but also an effective framework for learning in
strategic decision support in numerous situations. They can also be used as tools in
communication and education in decision-making processes where multiple decision-makers
or judges are involved [3]. In participatory processes, the less the participants have expertise
on methodology and on the subject in question the more recommendable it is to apply simple
voting methods instead of more complicated MCDS.

Nevertheless, the utilization of the specific MCDS or voting method is always a case-
specific question. Generally taken, simple preference information enables easy questions that
decision-makers and other participants need to answer, but at the same time the possibilities
of giving versatile decision support are limited. According to our experiences, the choice of
the appropriate MCDS or voting method in SWOT should be based on consideration of all the
stakeholders’ abilities to provide different levels of preference information and the required
decision support.
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EXPLORING THE LINK BETWEEN R&D INTENSITY AND
EMPLOYEE DOWNSIZING: A U-SHAPED RELATIONSHIP

José David Vicente-Lorente, José Angel Ziiiiga-Vicente
Faculty of Business & Economics, Universidad de Salamanca, Spain

Abstract: This study explores the relationship of R&D intensity and employee downsizing in
an attempt to clarify seemingly contradictory evidence from economic and managerial
research.

Based on the Resource-Based View of the firm, our conceptual framework suggests that a
linear relationship poorly approximates the complex and dynamic effects of the progressive
accumulation of firm-specific technological knowledge on organizational size. Using a
sample of Spanish manufacturing firms during the period 1994-2006 as an empirical setting,
our results corroborate that there is a U-shaped relationship between the level of R&D
intensity of firms and the propensity of such firms to carry out significant reductions in
workforce. Some important implications for managers and policy-makers are derived from
this study.

Keywords: R&D, employee downsizing.
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INITIALIZATION OF THE SIMPLEX ALGORITHM

Predrag S. Stanimirovié', Nebojsa V. Stojkovié?
YUniversity of Nis, Faculty of Sciences and Mathematics; “Faculty of Economics, Nis, Serbia

Abstact:

The simplex method is an algorithm for solving linear problems which was discovered by
George Dantzig in 1947. It occurs very frequently in almost every modern industry. In fact,
areas using linear programming are as diverse as management, health, transportation,
manufacturing, advertising, telecommunications, defense. Simplex helps to guide the
management on the maximum or minimum investment in a particular portfolio. In general, the
simplex method is an elegant solution to a common problem in planning and decision-
making. In terms of widespread application, Dantzig’s algorithm is one of the most successful
algorithms of all time and ranked among the top 10 algorithms in the 20th century.

The purpose of a linear program (LP) is to maximize a linear objective function

2(x) = Y c;x; =(c|x) (1.1)
j=1
subject to linear inequalities
dagx; =(a|xy<b, i=1,...,mx;>=0, j=1,.,n (1.2)
j=1

The vectors ¢=(c,,...,C,) and x=(x,...,X,) denote the vector of coefficients in the goal

function and the vector of unknown decision variables, respectively, and (C|X) denotes the
scalar product of the vectors C and X . The left hand side of any constraint in (2), given by

(@ |X)=a,x +a,X, +--+a X ,i=l,...,m,

denotes the scalar product of the vectors a,=(a,,,...,a,,) and X.

The method of minimal angles (MA method, shortly) was introduced in [4] and it is aimed to
solve linear optimization problems (1)-(2). The main idea used in this method arises from the
graphical procedure for solving the linear programming problems.

It is known that in N -dimensional case any of the vertices of the polyhedron can be found by
solving a system of N equations which are determined by some of the constraints (2). In [4]
we propose a method for a proper selection of these equations, based on a generalization and
formalization of the graphical procedure. The major idea guiding the MA method is the
following: it is observable that the optimal vertex of the polytope is formed by the intersection
of N constraints, where N is the number of variables included in the LP. These N
constraints that form the optimal vertex should be the ones closest in angle to the objective

function. In Figure 1 it is observable that the angles between the gradients a, and a, of the

first and the second constraint and C are the smallest among the angles between all constraint
gradientsand C.
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Figure 1. lllustration of the main idea of the minimal angles.

Algorithm 1.1 (MA method) Suppose we have the linear maximization problem (1)-(2)
with no redundant constraints. Let P < R" be the set of feasible solutions defined by (2). Let

c=(c,...,c,) be the gradient vector of the objective functionand a =(a,,...,a,),
I=1,...,m. Consider the set

\Y :{ i—<(|:lla’|'>:cos(c,ai)|c|,|ri|: /Zn:aﬁ, izl,...,m} (1.3)

Assume that the set V' contains | positive elements, denoted by Vireees
The following cases can be considered:

V. .
i

(@) In the case 1=0, the maximal value of the objective function z(X) is equal to
Z 0 = 0.

(b) In the case |1>n, choose the initial iteration X, of the simplex as the solution of the
following system of equations:

B Xt o X, =@ [X)=b, k=1...,n, (1.4)

where the indices i,...,1, are corresponding to N maximal and positive values selected from
the set V .

(c) Inthe case 0 <1 < n, generate the following system of linear equations

g Xt X =(@ [=h, k=10 (1.5)
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wherein the indices 1i,,...,i, correspond to positive values ViV from the set VV . Then,

evaluate the basic solution X, of the problem (1)-(2) by setting n—1I variables to zero and

solving | equations in (5), which yields the remaining | variables, provided that these
equations have a unique solution.

According to (3), it is observable that the constraint whose gradient generates a larger cosine
value with the objective gradient is more likely to be included at an optimal extreme point
than any with a smaller value.

When we started investigation on the idea of minimal angles, in 1998, it seemed that the idea
of minimal angles will eliminate completely the necessity to use the simplex method to solve
linear programs with positive coefficients without redundant constraints! In fact, after our
research and after many comments on the MA method, the next reality was came out:

1. The output x, of the MA method is a basic feasible solution of (1)-(2).

2. If the optimal solution in P is denoted by X, then the following cases frequently occur:
(i) X, =Xp,0r
(if) X, and X, belong on the same hyperplane of P .

In any case, the output X, of the MA method could be used as the initial basic feasible

solution of the simplex method.

Besides this important property, we mention the following useful property of the MA
method. In the simplex method, all constraints together with added slack variables are used in
each step. In the method of minimal angles, the number of active constraints is smaller with
respect to the number of active constraints used in the corresponding simplex procedure.
Moreover, slack variables are not used in the MA method. Therefore, dimensions of the
problem considered in the MA method, are significantly smaller with respect to dimensions of
the simplex procedure applied to the same problem. Hence, each substitution of a few
iterations of the simplex method by only one application of the method of minimal angles
usually significantly reduces the number of floating point operations and the spanned
processor time.

As a method which is capable to create a good initial basis (initialization of the simplex), it
has been followed and investigated in a number of papers or PhD theses.

Comments from [5]: "One of the methods, which the authors call the “minimal angles
method” (MA method) was designed to determine either an optimal extreme point or an
extreme point adjacent to an optimal extreme point."

Investigation in [1] extends the idea of minimal angles to the dual simplex method.

One characteristic comment is stated in [3]: "A different approach is taken by Stojkovi c’ and
Stanimirovic’ [19], Junior and Lins [11], and Luh and Tsaih [13], who rather than improve
on the simplex algorithm itself, developed a method to select a better starting point for the
simplex method which reduces the number of simplex iterations needed."

The general conclusion from [2] is: "Although the method is very effective, and can create an
optimal basis for linear programming on some occasions, it clearly can only create a good
initial basis in general, not an exact optimal basis."”
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What is the general conclusion about the MA method? Clearly, the MA idea did not eliminate
the need to use the simplex method to solve linear programs nor even the linear programs
with positive coefficients and without redundant constraints! MA method will be remembered
and used as one of good heuristics for the simplex method initialization. The most important
conclusion is: there is no a magic wand to solve the LP problem in a single step.
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SIMULATION MODEL FOR EMERGENCY DEPARTMENT

Gupte Jaideep
India

Abstract: The paper presents a comprehensive research study of the simulation model
developed for a hospital Emergency Department. The study was conducted in the Emergency
Department (ED) at The Ohio State medical Center. A detailed patient flow process chart is
developed to study time delays, patient medical processes, resources, material flows in the
system. A simulation model was developed using Arena (7.0) to model the process flow of
patients in order to analyze the ED System performance. The response variable in our study is
patient throughput. Lean Management based strategies were proposed for improving patient
throughput in Emergency Department. The lean management strategies focus on creating
value in system, reducing non value added times, reduction of queues and chaos in system. A
statistical hypothesis testing experiment was conducted to study the significance/ non
significance of proposed strategies for implementation in Emergency Department.

Keywords: Emergency Department, Simulation, Work Flow, Lead Time.

1. INTRODUCTION

The Emergency Department (ED) at Ohio State Medical Center specializes in the
treatment of critically ill and seriously injured patients and possess a comprehensive array of
the most up to date diagnostic and treatment services coupled with a highly trained and
experienced health care staff. It was observed that the overall time patients spent in the
Emergency Department of the hospital was significantly higher (500 minutes) than the
benchmarked time for the patient length of stay (LOS). This has an adverse impact on patient
throughput in the ED. If the patient length of stay in the ED is high, then the waiting times for
new incoming patients in the ED is high and the in-process patient volumes who have
received partial medical service in the ED is also high. These factors contribute to a
significant decline in the ED system performance.

The objective of our research study was to analyze and evaluate ED system
performance. The research study was conducted in several phases. The first phase involved
construction of a detailed flow chart of the “As Is” ED system. This enabled us to understand
the work flow of patients, physicians and nurses in the ED system. The second phase involved
construction of a detailed simulation model using Arena (7.0). The simulation model
calculates the performance evaluation measures such as total patient length of stay, total
patient throughput, waiting times in the system, resource utilization, etc. The simulated values
are compared with the benchmarked values and the values observed when the work sampling
studies were conducted. The simulation model helped us to understand the ED system
dynamics and was an invaluable tool for evaluating the variations in the performance
measures.
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We propose Lean methodologies to optimize the performance of the Emergency
Department. The lean management based methodologies were embedded in the simulation
model in to obtain the ED system performance measures. The simulated measures of
performance were tabulated and a statistical Design Of Experiments (Analysis of Variance)
was performed in order to obtain significant and non- significant factors in the study.

2. LITERATURE REVIEW

Samaha and Armel (2003) present a simulation model and a complete analysis of
operations in the Emergency Department of Cooper University Hospital, which is a 554-bed
licensed facility. Miller and Ferrin (2003) simulated a large hospital in South East USA and
proposed six sigma-based process improvement ideas for reduction of patient length of stay..
Garcia et al. (1995) analyzed the flow of patients at the Mercy Hospital with the objective
being to minimize the waiting times of patients. The above papers describe a simulation
model of the Emergency Department but do not describe adequate policies and
recommendations to improve the performance of the Emergency Department. A thorough
statistical analysis is not conducted to identify significant and non- significant factors
impacting the ED performance.

Centeno et al. (2003) observed in their study at the Baptist Health South Florida that
one of the significant operating costs in the Emergency rooms is the staffing costs. Baesler et
al. (2003) have developed a simulation model for calculating the maximum possible demand
increment in an Emergency room of a private hospital in Chile. The simulation model was
used to create a curve that analyzes and predicts the patient length of stay in the system.
Baesler et al.,(2003) performed a statistical Design of Experiments analysis which considered
4 factors: # of physicians, # of paramedics, # of receptionists and nature of emergency room.
The above papers describe the simulation model to measure the operating costs in the ED but
fail to suggest the operations process improvement measures. The Analysis of Variance
results of the analysis explains the significant factors but the factors are not incorporated in
the simulation model to study the improved response measures.

Bard et al. (2005) discuss the problems, hospital management faces several times in a
day as the demand for health care services departs from the planned schedule. Harrison et al.
(2005) present a stochastic version for the Harrison Millard multi- stage model of the flow of
patients through a hospital division in order to model correctly not only the average but also
the variability in occupancy levels. Bard and Purnomo (2005) present two models to solve the
midterm preference scheduling problem based on shift view formulation. The above papers
describe a linear integer programming formulation to optimally solve the staff planning
problem in the hospital. The math-based models are however able to optimally compute
solutions to small size problems and fail to solve large size problems especially when the
hospital staff size is large. The linear models fail to capture non linear constraints especially
in lieu of staffing preferences and random variations in staff schedule.

Akcali et al. (2006) present a network flow approach to optimizing hospital bed
capacity decisions. Their approach ignores the random variations in patient demand and
variations in patient processing times in the hospital. The utilization levels of the hospital staff
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Is not taken into account while calculating bed turnover rate. Basu Ghosh and Cruz George
(2006) present a Physician Requirements Planning model in response to high demands for
physicians in hospitals. The Physician Requirement Planning model is an artificial
intelligence based software system used for calculating the number of physicians and
physician rosters based on the physician schedules. The software system is essentially
restricted to physician planning but does not capture the ED operations planning and
management aspects. The software takes into account the physician planning problem in a
disjoint fashion but fails to capture the complexities of Emergency Department system.

Kevin Leonard (2004) studied the role of patients in designing health information
systems and the case of applying simulation techniques to design a patient record interface.
Baker (2002) studied the sensitivity analysis for health care models using statistical methods.
Their research determined which parts of the model caused greatest uncertainty in the
predictive models and is a decision support tool for the modeler, helping them to refine the
model further or collect additional data. Beguin and Simar (2004) analyze expenses linked to
hospital stays and a methodology to calculate outliers.

Jones et al. (2002) describe a forecasting model that forecasts the daily number of
occupied beds due to Emergency Admissions in the hospital. They discovered that the number
of occupied beds is related to Emergency Admissions. Utley et al. (2003) address the question
of what level of capacity is required to operate a system if cancellations of booked patients are
kept to a low level. Karnon et al. (1998) discuss the suitability of modeling techniques for
economic evaluations of health care programs in general. These approaches do not accurately
capture the uncertainty in patient volumes and the ability of hospital resources to respond
efficiently to the fluctuations in the patient volumes.

Rohleder et al. (2007) report on the use of simulation modeling for redesigning
phlebotomy and specimen collection centers at a medical diagnostic laboratory. The objective
of their research was to reduce average waiting times and their variability. The simulation
model does not incorporate the graphical and animation features as would be available with
Arena. The waiting times calculations have not been accurately explained in the paper.

Channouf et al. (2007) develop and evaluate time series models of call volume to Emergency
Medical Service in a Canadian city. Denton et al.(2007) worked on the problem of sequencing and
scheduling surgeries under uncertainty. The scheduling model does not obtain optimal solutions in a
polynomial amount of time.

3. PROBLEM DEFINITION

The problem considered in this paper is the performance analysis and operations
improvement of Emergency Department. The response variable in the study is patient
throughput. We analyzed the current state of the Emergency Department at OSU-MedCtr and
constructed a Flow Process Chart of the system. The Flow Process Chart is explained by
Figure 1 and Figure 2. The process that was charted is presented in two phases: Phase 1
describes patient medical process till the lab operations are performed and Phase 2 is from the
point of patient lab operations to patient disposition from ED to the hospital floor or home.
The problem in this research study focuses on maximization of patient throughput.
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Maximization of patient throughput can be achieved by minimizing patient lead time,
minimizing work in process, reduction of chaos in the system

Patient throughput in the paper is defined as the number of patients served by the
hospital in defined time horizon i.e., one day. Patient length of stay is defined as time spent by
the patient in hospital system from the point patient reaches the hospital door to the point
when patient leaves the Emergency Department system. Resources in the Emergency
Department are doctors, nurses, specialty consultants, patient beds etc. Auxiliary resources
which are required by the Emergency Department but which may be present in other areas of
hospital are Lab, X Ray, CT, MRI Scan etc. Improvement in resource utilization of hospital
resources is an important element of hospital process and operations procedures. The
emergency department consists of a set of nurses supervised by a charge nurse. A nurse
attends to more than one patients. The nurse: patient ratio is fixed for acute care and fast track
patients. There are a few specialty consultants allocated to the Emergency Department
depending on commonly observed ailments. There is a physician dedicated to Emergency
Department and a few physicians who perform duties in Emergency Department as well other
hospital areas such as Intensive care units. The bottleneck resource identification in our study
would include calculating the resource which requires maximum processing time/ workload.
The resources required for patient care such as injections, needles are arranged in a central
nursing station. The number of beds in the Emergency Department is kept fixed.

The data for our experiments collected is the primary data which has been collected
after conducting time and motion studies in the Emergency Department on different days of
the week and in different weeks. The probability distribution for the data points is plotted
from standard commercial software Matlab/Arena. After the primary data collection is
conducted on different days and a distribution is fitted with aid of the software, the interval of
the distributions are fed into the simulation model and the model is run for one day. The
research studies focus on measurement of performance measures such as patient throughput,
resource utilization, patient lead time with the aid of a simulation model. The research study
also includes development of lean management based strategies for maximization of patient
throughput. Lean management based strategies attempt to create value in system by reduction
of different types of waste such as motion, resource, inventory, time, transportation, money,
underutilized human potential, overprocessing, etc. The 5S methodology of sorting,
straightening, shine, standardize and sustainance has also been incorporated in development
of lean management based strategies.
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4. EMERGENCY DEPARTMENT ANALYSIS
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The process starts with the arrival of the patient at the entrance of the Emergency
Department and subsequent patient preregistration, checking of vital signs, and patient triage.
The patient triage can be defined as the first aid treatment given to the patient at the onset in
the Emergency Department. The processes in the ED system vary depending on the medical
condition of the patient. Medical treatment in the Emergency Department involves medical
examination by ED physicians, medical examination by specialty consultants, interventions
provided by nurses and medications. The number of physicians and specialty consultant visits
is dependent on nature of the medical condition of the patient. While waiting (i.e., time delay)
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for the patient to respond in some cases, the next medical intervention is delayed until the
arrival of specialty consultants for medical examination. The medical treatment of the patients
also involves administration of tests such as lab, X rays, CT, MRI, etc. On average it was
observed that the number of doctor (ED physician visits) per patient varied from 3 to 4. While
medications provided require a Physician order, other interventions may or may not require
the physician. The nurse: patient ratio for acute care currently in the system was observed to
be 1: 3 while that for the fast track was observed to be 1:7. However it was observed that the
ratio changes due to varying staff availability and staffing capacity as well as high variability
in the patient demand. The changes to the nurse: patient ratio was initiated by the charge
nurse.

In our research study we propose a variable “patient lead time” (also defined as length
of stay). The motivation behind introducing this factor was that patients with high acuity may
have high or low patient lead time whereas patient with low acuity may have high or low
patient lead time. Thus we have four different cases, depending on patient high and low acuity
levels and patient high and low lead times. It was observed that the nurse: patient ratio was
different for all possible scenarios depending on patient’s acuity level and cycle time in the
system. The expected patient lead time at the onset would aid the charge nurse in optimizing
the nurse: patient assignment by rapid dynamic updating of nurse: patient ratio. The rapid
dynamic updating of nurse: patient ratio would ensure complete patient satisfaction and
optimize the system performance measures.

It is noted that if the nurse: patient ratio is kept a constant for the entire duration of the
day, high quality and high service level of patient care cannot be achieved. The patient
demands fluctuate with a high degree of variation at different time intervals of the day and for
different days of the week. Hence if the nurse: patient ratio is kept as constant, the nurse:
patient assignment would not take into account the acuity levels of the incoming patients.
This would lead to low service levels of patient care, patient dissatisfaction and increase in
patient lead time. Hence the dynamic updating of nurse: patient ratio levels are carried by the
charge nurse subject to high variability in patient volumes and acuity levels. In the OSU-
MedCtr ED facility, a white board is deployed to record the patient IDs, nurse IDs and nurse:
patient assignment. The white board is dynamically updated by the charge nurse to update the
assignment ratios.

Patient disposition could either be patient floor admit or patient discharge. This
disposition decision is made by an ED physician in consultation with the specialty consultant.
The disposition decision in the current system is not taken preemptively by the physicians or
the specialty consultants but is only taken in the later stages of the course of treatment in the
Emergency Department. It was observed that in the case of patient admits to hospital floors,
the examination by specialty consultants was observed to be frequent. The patient admissions
on the floor were delayed on account of the floor beds not being ready for the admission of
new patients. As a result it was observed that the patients had to stay in the Emergency
Department for a significant amount of time although their medical treatment in the
Emergency Department was complete. Hence this resulted in a significant amount of delay for
admission of new arriving patients in the Emergency Department. This was a major concern
from the point of view of criticality and acuity of patients and a loss of revenue to the hospital
due to potential loss of patients. We performed time studies and collected data from the
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patient record sheets, pertinent to the above the flow chart in Figure 1 and Figure 2. A
simulation model was built in Arena 7.0. The three days were sampled from a month’s period
\We assumed that the patient arrivals are exponentially distributed with a mean of 8 minutes.
Data collection for service times of medical process activities was conducted and distributions
computed to calculate mean and standard deviations. We simulated the system for a period of

one day. The one-day (1440 minutes) was the time for which the Arena Simulation model was
run.

5. SIMULATION MODEL OF EMERGENCY DEPARTMENT

The input data for the simulation model was follows: The waiting times of the triage
follow a uniform distribution between (3- 5 min). The average waiting times for the bed
assignment follows a uniform distribution between (8 — 10 min). Since one nurse attends on
average 3 to 4 patients at any given time, the average waiting times due to interference of
other patients follows a uniform distribution from (5 — 7 min). The average waiting times for
the doctor to arrive is 5 minutes for acute care and 15 minutes for fast track.
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Figure 3. Simulation Model

Figure 3 explains the Simulation Model of Patient Process Flow.
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The Emergency Department staff has a tendency to batch test results and the average
waiting times due to batching of test results is 15 min. Since Lab is a bottleneck resource in
the Hospital and receives requests from all inpatient units, surgery department, ICU and the
Emergency Department, the waiting times for the arrival of lab test results follows a uniform
distribution from (20 — 25 min). The waiting times of the specialty consultant are on an
average 10 minutes whereas the waiting times of the patients for getting to the hospital floor
bed follows a uniform distribution from (30-35min). Throughput is defined as the number of
patients served by the Emergency Room in a predetermined time horizon (set as 1 Day).
Throughput includes fast track and acute care patients served in a time horizon.

Lean methodologies were developed for Emergency Department operations are listed
below.

a) Implementation of Triage Short Form vs. Reqular Form Triage

- The concept of Triage Short Form stemmed from the need to reduce the time taken
for triage in order to increase patient throughput.

b) Implementation of Visual Display for Dynamic Nurse: Patient Ratio

- The concept of Visual Display stemmed from the need to reduce the time taken to do
the nurse intervention, reduce the delay for wait for nurse and thus increase patient throughput.

¢) Implementation of Preemptive Disposition Decision Making by ED Physician

- The concept of Preemptive Disposition Decision Making stemmed from the need to

reduce the time taken by the ED Physician to attend to the patient and thus minimize the patient

total lead time and increase patient throughput.

The above methodologies were also treated as Factors (Independent Variables) for the
Design of Experiments. The Response Variables in the experiment were Total Patient
Throughput in a day, Total Patient LOS for Fast Track Patients & Acute Care Patients Total
Patient Length of Stay for Acute Care Patients. The Design of Experiments involves the
implementation of the Paired comparison(t test) in order to evaluate the significance / non
significance levels of the factors. Each Factor is tested at 2 levels: High Level (+) and Low
Level (-). Triage Short Form Strategy involved perturbing the time taken to do the triage
operation at high and low level (i.e., high and low times to perform triage operation). Visual
Display for Nurse to Patient Operation involved perturbing time delay for conducting Nurse
Intervention at high time values and low time values. Preemptive Disposition Decision
Making Strategy involved perturbing time delay to conduct ED Physician examination at high
and low time values. Sensitivity Analysis of the Simulation Model was carried out as follows:
Each factor is embedded in the Simulation Model one at a time and the response variables are
evaluated.
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6. STATISTICAL HYPOTHESIS TESTING

Response Variable : Patient Throughput

Independent Variables: Triage Levels, Nurse: Patient Levels, Doctor Staffing Levels For
Decision Making

Before Implementation of Lean Strategy Implementation

Null Hypothesis : HO : There is no significant change in throughput levels of Emergency

Room in 2 weeks for which studies are conducted

Alternate Hypothesis H1 : There is a significant change in throughput levels of

Emergency Room in 2 weeks for which studies is conducted.
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A paired sample Test and Screen Output from SPSS is displayed for 95 %
Confidence Level

p Value = 0.223 pvalue > 0.05
Null Hypothesis is accepted.

Conclusion :  There is no significant change in throughput levels of two weeks in
Emergency Room

SPSS Screen Out For Triage Short Form Implementation (95 % Confidence Level)

Null Hypothesis HO : There is no significant change in Throughput Levels of

Emergency Room before and after implementation of Triage Short Form Strategy

Alternate Hypothesis H1 : There is a significant change in Throughput Levels of

Emergency Room before and after implementation of Triage Short Form.
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Since p value = 0.006 < 0.05 , Null Hypothesis is rejected
Conclusions : Implementation of Triage Short Form yields statistically significant change

in throughput values of Emergency Room

SPSS Screen Out For Visual Display Implementation (95 % Confidence Level)

Null Hypothesis HO : There is no significant change in Throughput Levels of
Emergency Room before and after implementation of Visual Display Form Strategy

Alternate Hypothesis H1 : There is a significant change in Throughput Levels of

Emergency Room before and after implementation of Visual Display Form
SPSS Screen Output (95 % Confidence Level Analysis)
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Figure 6 : SPSS Screen Output

p Value = 0.005 <0.05 . Null Hypothesis is rejected
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Conclusion:  There is a significant change in throughput levels of patients in Emergency

Room due to the implementation of Visual Display strategy.

SPSS Screen Out For Visual Display Implementation (95 % Confidence Level)

Null Hypothesis HO : There is no significant change in Throughput Levels of

Emergency Room before and after implementation of Preemptive Doctor Decision

Strategy

Alternate Hypothesis H1 : There is a significant change in Throughput Levels of

Emergency Room before and after implementation of Preemptive Doctor Decision Strategy.
SPSS Screen Output (95 % Confidence Level Analysis)
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p Value = 0.014 <0.05 . Null Hypothesis is rejected
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Conclusion:  There is a significant change in throughput levels of patients in Emergency

Room due to the implementation of Preemptive Doctor Disposition Decision strategy.

7. CONCLUSIONS & FUTURE RESEARCH

We analyzed the Emergency Department at The Ohio State University Medical
Center. The workflow in the Emergency Department was modeled using the simulation. The
simulation model considered the several system performance evaluation measures such as
patient throughput, patient lead times, patient waiting times etc. which provide several
insights in our analysis. We identified the independent variables (factors) based on Lean
Thinking approaches which could potentially impact the ED system. The response variable of
study was patient throughput. Next we conducted a paired t test to determine the statistical
significance levels of the three strategies for implementation in Emergency room. The results
of t test explain that before the lean strategies were implemented in the Emergency room,
there was no statistically significant change in patient throughput levels observed. The t test
results also explain that the implementation of lean strategies provides a statistically
significant change in patient throughput values in Emergency room.

The conclusion of the research studies explains that implementation of lean strategies
such as triage short form, preemptive doctor decision making by changing doctor staffing
levels and visual display with a modified nurse:patient ratio can yield statistically significant
change in patient throughput. Increase in patient throughput will yield to reduction in patient
lead time, increase resource utilization and reduce chaos in emergency department.

Future work could involve development of network flow based approaches for
analyzing an emergency room. A linear program could be developed for the network flow
model to maximize the patient throughput.
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Conference papers:

RISK MANAGEMENT PRACTICES, DECISION MAKING AND
CORPORATE GOVERNANCE

Y. Ayse B. Nordal, Metu-Turkey Licentiat Nhh
Municipal Undertaking for Educational Buildings and Property in Oslo, Norway

Abstract: The paper consists of two parts:

The introductory part takes ISO 31000 as the starting point and defines “risk™ as the effect of
uncertainty (positive or negative deviation) on objectives. Thereafter, the following questions
are addressed:

- What is the link between risk management and the decision making process in a
company?

- Which factors affect risk management practices and organization?

- How do company culture, the risk perception and risk appetite affect the decision
making?

- Who owns the risks in an organization?

The second part explains how an integrated approach to strategic planning and risk
management is implemented at the Municipal Undertaking for Educational Buildings and
Property in Oslo, The following questions will be addressed:

- How do we manage strategic risks and project risks?

- How do we assess and quantify risks? How do we deal with “gray” swans?

- How do we monitor risks?

- How do we report risks?

- How did the risk management practice evolve over time? Lessons learned.

- Continual improvement of the risk management and decision making. Our
possibilities in the future.

Keywords: Risk management, decision making, corporate governance

1.INTRODUCTION

In the recent years we have seen an increasing focus and fruitful discussions on how
risk management is developing into a strategic function and how risk assessment is supporting
decisions in the Board rooms and at top management level. The private sector, especially the
finance sector have already benefited from risk management at strategic level. However, we
have only few examples from the public sector. This paper will contribute to the discussion
with an example from the Norwegian public sector.

1



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

The paper consists of two parts. In the first part there is a theoretical discussion about
how risk management may be an instrument for sound decision making and corporate
governance. The second part presents a case summarizing how the Municipal Undertaking for
Educational Buildings and Property in Oslo, Norway (UBF) has integrated risk management
to its overall business planning, planning in its operating units and its decision -making
process.

2.THE LINK BETWEEN RISK MANAGEMENT AND THE DECISION MAKING
PROCESS

Corporate decision making is a managerial activity, an executive process which
involves choosing among perceived options to be able to achieve a goal. There are basically
three types of business decisions: strategic, tactical and operational.

Strategic decisions consist of choice of actions which influence the whole business
activity or major parts of it. They have a long time horizon and they focus on the overall
activity and common goals of the enterprise.

Tactical decisions involve the implementation of strategic decisions. Examples are:
choice of distribution channels, communication channels, logistics strategy.

Operational decisions are the day- to- day decisions which aim to monitor the day- to -
day operations. These decisions are repetitive and they have a short time horizon.

Different types of decisions require different types of management attention. Strategic
decisions are taken by the board of directors and/or by the top management. Operational
decisions are taken by heads of departments. The decision making process itself may have
different resource requirements in terms of time, expertise, data collection, communication
and consultation.

Some decisions are taken purely “top-down”. Some have “bottom —up” elements and
involve several parts of the organization in the decision making process.

Despite these differences, all decisions have two common characteristics:

e The decision making process is composed of a set of common process steps. However the
complexity of these steps may differ from decision to decision. The process steps are:

Describing the goal and the task (problem or the opportunity)
Clarifying and analyzing possible options

Evaluating the consequences and ranking the options

Making a choice and evaluating the choice

O O O o

e Most decisions have uncertain outcomes, i.e. involve stochasticity. [1] Seldom, the choice
leads to a certain outcome, i.e. the decision is made and the outcome is known. However most
decisions lead to outcomes with some uncertainty. In some cases the decision maker has
information or a qualified guess about the probability distribution of the uncertainty. In other
cases the probability distribution of the uncertainties are unknown.[2] Still in some other
cases, the organization is faced with incidents and events which are neither decided nor
initiated by the company itself.

Figure 1 provides examples.
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When the general manager decides to drink a cup of coffee, he can be certain that his
coffee cup will be empty when he completed his action. This decision is a deterministic one.
However, only few corporate decisions follow such deterministic models. For instance when a
company starts a new project, it can’t be certain that the planned budget constraints, deadlines
or the delivery quality will be met as expected. Therefore, the company will introduce
measures to reduce the likelihoods and consequences of the above mentioned project
discrepancies.

Even if there are uncertainties, often the company will have some historical data or a
qualified guess about the probability distribution of the said uncertainties. They will for
instance be able to say that projects with a budget of EURO 100 million will be delayed with
less than 15 days with a probability of 0.4 and more than 15 days with a probability of 0.6,
based on the experience so far. However, in some cases such probability distribution will not
be available. Let’s think about a situation where a company is “first- to- market” in a new
market with a completely new product. In that case, there will not be a known probability
distribution for the sales’ volume. However methods like market research, decision trees/
what- if analysis will help the management to tackle this uncertainty to some extent.

From time to time, companies will face “outcomes” even when they were not
responsible for or participated in the decision making. Theories about the “gray” and “black”
swans deal with such cases. [3], [4], [5]. This article will neither discuss the theoretical basis
and validity of these two theories nor the differences between them. For our purpose it will be
enough to note that there are some incidents where the company finds an outcome foreseeable
and likely to occur at some point of time in the future, given a confluence of drivers. The
challenge lies in predicting the actual timing of the outcome. Such event is called a gray swan
event. A gray swan event is assumed to have a “fat tail” distribution, which describes a higher
than expected chance of an extreme outcome. Grey swans are assumed to have snow ball and
cascade effects. An example is a riot, where nobody can know the dimensions it might reach.
Black swan event on the other hand is not a foreseeable, low probability scenario. Nobody
knows the event itself or the probability distribution of such an event beforehand. Neither can
one detect information about the outcome through qualitative tools.
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Figure 1. Decisions and Outcomes

Risk management is the managerial tool for tackling corporate uncertainty. The
influence of risk management function in the organizations is increasing continuously, and it
IS becoming an invaluable support for strategic decisions, in addition to tactical and
operational ones. Risk assessment, i.e. risk identification, analysis and evaluation enables the
organization to clarify and rank its options and make a choice, by weighing the risks and
rewards attached to various options.

3.FACTORS EFFECTING RISK MANAGEMENT PRACTICES

Many factors influence risk management practices and the responsibilities of the risk
manager in a company. In the following, only the most substantial ones will be summarized:

a. The company’s definition and understanding of risk will influence the contents and extent of
the risk management activity

There is not one, unique and clear-cut definition of “risk”. The well recognized
enterprise risk management frameworks (ERMs) define the concept differently.

The COSO (Committee of Sponsoring Organizations of the Treadway Commission)
Internal Control- Integrated Framework defines risk as the possibility that an event will occur
and adversely affect the achievement of objectives. The focus is on events and on their
adverse effects. [6] The framework underlines the importance of risk assessment and
considers the establishment of objectives as a precondition.

ISO (International Organization for Standardization) standard 31000 defines risk as
‘effect of uncertainty on objectives'. [7] The definition embraces both negative and positive
impacts of uncertainty on the objectives. ISOs definition was developed by an international
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committee representing over 30 countries and it is based on the input of several thousand
experts. Many corporates follow this broad definition and include opportunities as well as
threats to their risk management concept.

Companies which follow the guidelines given by this standard, start their risk
management process by establishing the context. This process encompasses identifying all the
thinkable, external and internal parameters, trends and stakeholders which may influence the
achievement of company objectives. If the company’s work with the context is elaborate
enough, for instance by putting in use creative tools like scenario analyses, what-if analyses
etc., then this process step will have invaluable benefits for the company for identifying
relevant risks, opportunities as well as the gray swans.

FERMA (Federation for European Risk Management Associations) Risk management
standard defines risk as follows: the combination of the probability of an event and its
consequences. In all types of undertaking, there is the potential for events and consequences
that constitute opportunities for benefit (upside) or threats to success (downside) [8]. FERMA
standard, like ISO’s considers both the upside and downside impacts of uncertainty.

How a company defines its risks, if it takes both the adverse effects and the
opportunities into account will affect the expectations to risk management function, its scope
and its contents.

b. The organization of risk management function, reporting lines and priorities will influence
risk management practices

FERMA conducts benchmarking surveys in Europe every other year, to document the
trends and developments in risk and insurance management. The last survey is from 2014 and
included 850 respondents from 22 countries. [9] The survey reveals following results:

e Risk management is becoming a strong managerial tool. 85% of Risk management functions
(RM) and 78% of Insurance management (IM) functions report to Top Management level. The
main reporting lines are CFO, Board of Directors/Supervisory and CEO.

e European companies are dedicating full time resources to risk management. 46% of European
companies count between 1 to 3 full time employees dedicated to risk and insurance
management at headquarter level. The larger the company, the larger the risk management
team at headquarter level.

e Traditional risk and insurance management activities are now fully embedded in the scope and
responsibilities of risk and insurance managers. The embedded activities are:

o Insurance management and claims handling / Insurable loss prevention
o Development of risks mapping: 77 % of respondents perform risk mapping. 55 %
from corporate level down to division and business units and 22 % at corporate
level.
o Assistance to other functional areas in contract negotiation, project management,
acquisitions and investments
e European risks managers have the following three top priorities in their agenda for 2014-2015:

o Development and embedding of Business Continuity Management
o  Development and implementation of risk culture across the organization
o Alignment and integration of risk management as part of business strategy.
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Thus the conclusion is: In the majority of the European companies the risk management is
developing into a strategic function with reporting to Top Management and with strategic priorities.

C. Company’s risk culture has a strong effect on risk management practices.

IRM (The Institute of Risk Management) defines risk culture as values, beliefs,
knowledge and understanding about risk, shared by a group of people with a common
purpose, in particular the employees of an organization or of teams or groups within an
organization [10]. In the last years the organizational consciousness about risk culture has
increased considerably. Scholars, practitioners and supervisors notice the correlations between
good governance, sound company culture and effective risk management practices. IRM
defines 10 prerequisites for a successful risk culture. These will not be fully repeated here.
However, it is worth to mention the following three prerequisites which have special
relevance for the subject matter of this paper:

e adistinct and consistent tone from the top from the board and senior management in respect of
risk taking and avoidance

e acommon acceptance through the organization of the importance of continuous management
of risk, including clear accountability for and ownership of specific risks and risk areas

e aproperly resourced risk management function and widespread membership of and support
for professional bodies

FSB (Financial Stability Board) is an organization, located in Basel, Switzerland. It
was established to coordinate at the international level the work of national financial
authorities and international standard setting bodies and to develop and promote the
implementation of effective regulatory, supervisory and other financial sector policies. In
November 2013, FSB has published a consultative document, Guidance on Supervisory
Interaction with Financial Institutions on Risk Culture which has an important contribution to
defining core indicators for a sound risk culture in financial institutions.[11] According to
FSB, “...A financial institution's risk culture plays an important role in influencing the
actions and decisions taken by individuals within the institution and in shaping the
institution's attitude toward its stakeholders, including its supervisors. A risk culture that
promotes prudent risk-taking and discourages unrestrained profit maximization without due
regard to risks supports an environment that is conducive to ensuring that emerging risks that
will have a material impact on a financial institution, and any risk-taking activities beyond
the institution's risk appetite, are recognized, assessed, escalated, and addressed in a timely
manner... ” FSB defines four indicators for a sound risk culture:

tone from the top

accountability

effective challenge/transparency
incentives

d. There is a relation between the risk appetite and the risk monitoring activities




International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

Risk appetite is the level of risk that an organization decides to accept, before action is
deemed necessary to reduce it, given the company’s business model and commitments to its
stakeholders. Risk appetite is a complex and dynamic concept and it has a strong effect on the
performance indicators of the organization. Practicing sound corporate governance will
require not only defining the company’s risk appetite but also ensuring that the risk
management is consistent with the risk appetite.

Financial institutions use risk appetite indexes to be able to quantify and benchmark
their risk appetite. [12].For other organizations the measurement may not be as sophisticated.
However, both FSB and IRM have offered guidelines to establish best practice for monitoring
the risk appetite. IRM defines five tests that top management should apply in reviewing their
organization’s risk appetite framework. [13]These are:

¢ Do the decision makers understand the degree to which they (individually) are permitted to
expose the organization to the consequences of an event or situation

¢ Do the executives understand their aggregated and interlinked level of risks

¢ Do the executives and the Board understand the aggregated and interlinked risks for the
organization as a whole

¢ Do the decision makers understand that risk management is not constant

o Are the risk decisions made with full consideration of the potential rewards

Even if the FSB’s Principles for an Effective Risk appetite Framework are created
with the financial institutions in mind, some of the statements have validity for all types of
organizations. That is specially the case for the arguments related to governance, and the
relationship between the key functions which contribute to an effective implementation of risk
management in an organization. The document concludes that the board of directors should
establish the institution-wide risk appetite framework and approve the risk appetite statement,
which is developed in collaboration with the chief executive officer (CEO), chief risk officer
(CRO) and chief financial officer (CFO). The strength of the relationships between the board,
CEO, CRO, CFO, business lines and internal audit plays an instrumental role in the risk
appetite framework’s effectiveness. [14]

The implementation of risk appetite will influence the risk manager’s day-to-day
activities. For instance, if the company has clearly defined risk boundaries (limits) for its
operating units or index and benchmark it’s risk appetite, than the risk manager will have
substantial follow-up and reporting activities attached to these measures.

e. The maturity level of the enterprise risk management and company’s approach to risk
ownership influence the risk management practice.

There are several approaches which aim to define maturity levels for enterprise risk
management functions (ERM) and to assign attributes to said maturity levels in the
organizations. An early attempt from 2006 was by the RIMS (Risk and Insurance
Management Society, USA). [15] The institution has defined five levels of maturity for the
ERM. These are the following:

- ad hoc
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- initial

- repeatable
- managed

- leadership

RIMS defined 7 attributes to identify the core characteristics for each category.

Today, almost all consulting companies have developed their own risk maturity
classification systems. Just to give some examples: PriceWaterhouseCoopers has an
Information Risk Maturity Index. [16], Ernst & Young defines top performers and attaches
attributes to highest 20 %, lowest 20 % and middle 60 % performers. [17] KPMG defines 3
categories as basic, nature and advanced. [18]. Regardless the categories chosen, these
sources draw our attention to organizations’ journey starting from a non-existent or ad -hoc
risk management activity characterized by ad hoc risk analyses, improvised policies, limited
or partial awareness of risks, immature risk culture and unclear accountability to a risk
management practice integrated to organization’s decision making, where tone of the top and
the corporate culture are supportive to this integration.

4.RISK MANAGEMENT - CRYSTAL BALL OR TECHNIQUES

Risk management is an interdisciplinary field which incorporates knowledge from
mathematics, statistics, finance, engineering, management, leadership, organization
development, psychology and actuarial science. The field has benefited from already existing
techniques and developed its own techniques for risk identification, risk evaluation and risk
reporting. In Figure 2 there is a brief overview of methods which are instrumental in decision
making. The classification of said methods as “strategic” or “tactical” is not mutually
exclusive and the list of examples is not fully comprehensive. It is important to note that the
discipline benefits both from qualitative and quantitative methods and employs a considerable
amount of judgment and experience. FERMA’s benchmarking survey for 2014 shows that the
typical risk manager in a leadership role is around 50 years of age (78, 8 %). [19] This
indicates that the risk practitioners benefit from former experience before engaging in risk
management. Thus the conclusion is that risk management is by no means fortune telling
through the use of a crystal ball. However, the field benefits from the duality, i.e. both from
the qualitative techniques and judgment and from quantitative techniques, since it involves
different tasks which necessitate different qualifications. As an example, one can consider
how the qualifications necessary for building the risk culture differ from those required for
performing risk assessments and analysis. Risk management requires both abilities.
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RISK MANAGEMENT -A CRYSTAL BALL OR TECHNIQUES

- I

Brain storming Preliminary hazard anzlysis (FHA)

Delphi Hzzard and operability analysis
(HAZOF)

‘What- if anzalysis /scenario analysis Bow-Tie znalysis

Decision trees Reoot cause znalysis

Multi criteriz dedision analysis (MCDA) Failure Mode and effect analysis
(FMEA)

Event tree analysis (ETA) Business Impact A,

Cost-benefit analysis Sensitivity analysis

Risk matrices Monte Carlo

H A

Figure 2. Use of risk management techniques in decision making

5.RISK MANAGEMENT AS AN INTEGRAL PART OF BUSINESS PLANS AND
DECISION MAKING- CASE: MUNICIPAL UNDERTAKING FOR
EDUCATIONAL BUILDINGS AND PROPERTY IN OSLO- NORWAY
(UNDERVISNINGSBYGG OSLO KF)

Municipal Undertaking for Educational Buildings and Property in Oslo (UBF) is
owned by the City of Oslo. Its purpose is to develop educational properties by cost-efficient
means and includes:

e Purchase, sale and development of properties for educational purposes
o Development, operation, maintenance and rehabilitation of the properties
e Property rental for schools and other users

The undertaking has a board of directors consisting of 7 members. The top
management too consists of 7 members.

Municipal Undertaking for Educational Buildings and Property in Oslo owns and
operates 1, 4 million square meters of real estate. The portfolio consists of 177 schools, 750
buildings (primary schools, upper secondary schools and centers for the education of adults).
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The total property value is around NOK 18, 9 billion*. 93,000 employees and pupils use the
properties on a daily basis.

Risk management is integrated to the corporate governance and the decision making
process at two levels:

- strategic level
- tactical and operational level

a. Strategic level

UBF has integrated risk management both to its business plans and to its business
continuity planning. The undertaking’s yearly planning circle ensures said integration,
through the steps which are summarized in Figure 3.

Senior executives

E:ﬂ!-' m:":c :'::'::f P 2 First Dwaft-Business
*ummnm inar plan for the
*challanges] g undertalking,
bec incheding acthvities re.
strategic risks

Risk assessment 9 First [Draft Barsiness
the overall risk Rls_kasses_ Defining sctivities Unit! Department
tri Rick matrices for risk maonitoring plans,
e by departments and risk treatment inclueding activities for
all departments

5 iFaiFags Risk aszeszmert Activity plan

Figure 3. Business Plan Process

The planning circle starts with the Board of Directors’ spring meeting, where the
Board discusses the following questions with the senior executives:

- Which trends and developments are observed in the undertaking’s external and internal
context??

- Are UBF’s long- term goals still valid? Are there reasons to revise them due to developments
in the external and internal context?

! 1€=8,42 NOK

2 According to ISO 31000, an organization’s external context includes its external stakeholders,
its local, national, and international environment (for example: legal, technical, environmental, financial, competitive
parameters) as well as any external factors that influence its objectives. The internal context consists of the company’s
internal stakeholders, organization structure, its approach to governance, its contractual relationships, its knowledge base,
capabilities, culture, and standards.

10
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- What are UBF’s major challenges and opportunities? What should be UBF’s focus areas in the
coming year? Which are the most important strategic decisions to be made?

Based on these governance signals, the administration, i.e. the managing director and
senior executives describe the major focus areas and the major challenges for the coming
year. The brain storming and the scenario work are performed at the early summer meetings.

At the next step, all leaders and trade union representatives are invited to a whole day

business plan seminar where they are asked to

- ldentify and describe UBFs risks (positive and negative).
- ldentify the risk owners and their internal support partners.

The undertaking allocates September month to risk assessment. The risks are
analyzed, quantified and ranked and the results are summarized in risk matrices, both at the
corporate level and at department/ business unit level. UBF employs a simple 5 X 5 matrix,
which is presented in Figure 4:

Very high

Medium

Probability

Very small

Negligable |Low Moderate [Significant|Severe

Consequence

Figure 4. UBF’s risk matrix, risk = probability x consequence

The next step is deciding the actions which are necessary to treat the identified risks,
I.e. mitigating the probability and/or consequences of negative risks and enhancing and
exploiting positive risks. The work starts at the overall level. The focus is on risks which
involve the whole organization or major parts of it. As an example: The risk for loosing key
personnel may be a risk at the company level. However, the risk for that the design process
takes longer than anticipated in construction projects involves only a few departments
directly. UBFs yearly business plan defines actions for all overall risks which lie on the red
area of the risk matrix. The risks which lie on the yellow area are subject to a further
evaluation. Costs, efficiency, resource requirements, dependencies, time horizon may be
elements of such evaluation before the undertaking makes a decision about “action/ no

action”.
11
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All departments prepare own yearly plans. These include departments’ own risks and
own action plans.

UBF has established tertiary reporting of overall risks to its Board and the top
management team to follow up the effect of strategic decisions and actions which aim to
monitor UBF’s risks.

b. Tactical and operational level

The undertaking performs risks analysis as a starting point for its tactical and policy
decisions and actions. An example is the procurement policy. The procurement policy is
evaluated and if necessary revised, after a risk assessment exercise, on a yearly basis.

Risk management is a tool for day-to —day decision making throughout the
construction and rehabilitation projects. The project leader is given the responsibility for
following up the positive and negative risks and reporting the five most important ones on a
monthly basis. The projects employ Monte Carlo simulations and sensitivity analysis to
handle the stochasticity and to follow up project costs. H-values are estimated to handle the
safety aspects of the projects.’

6. CONCLUSION: THE WAY AHEAD

Most of the European companies have realized the benefits with integrating risk
management to decision making process and corporate governance. Today, risk managers
offer their proficiency in decision support techniques as well as their interdisciplinary
background for the good of their companies. There are established formal dialogue between
the risk manager and the Boards and senior executives.

The next challenge is ensuring that the risk manager establishes the same mutual relation with
the rest of internal stakeholders who may benefit from the work of risk manager and vice versa.
According to FERMA,

“...relationships could be improved with IT (for major projects), Investments & investors
relations, Human Resources, Strategic business planning, CSR functions. Especially as we see the
function evolves to becoming a business partner through risk culture awareness and Business
Continuity. “..[20]

Municipal Undertaking for Educational Buildings and Property in Oslo is a forerunner
and good example to follow in integrating risk management to strategic business planning.
The hope is that other actors follow the example.

¥ H-value: Number of accidents with absence pr. million working hours
12
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STRATEGIES OF WORK MOTIVATION AS A FACTOR OF HUMAN
RESOURCES

Jelena Simi¢, Jelena Rakié¢ Davidovié

Fakultet za menadzment, Sremski Karlovci, Serbia

Abstract: The present concepts of motivational systems, techniques and strategies become
insufficiently flexible and therefore the modern concept of motivational strategies must be based
on increasing business success through the satisfaction of employees. The aim of this study was to
determine the basic life-cycle strategies of work motivation among employees and what are the
personal traits that influence the selection of the same. Nowadays, there are tendencies for the
economic, social changes and rapid social transition to be transformed into the so-called
"knowledge society”. There is also a need for the introduction of lifelong learning and learning
activities throughout their lives with the constant aim of improving knowledge, skills and abilities
within a management perspective, as a function of motivation strategies. In order to successfully
operate, each company has to find the optimal combination of material and non-material
incentives for its employees, and that they are primarily accepted by the employees. For
successfull work, each company has to find the optimal combination of material and non-material
incentives for its employees that will depend upon many factors: the sector in which it operates,
competition in the labor market, the nature of work, the structure of employees, etc. For the
purpose of ensuring the adequate quality of employees in the company, it is necessary to provide
an adequate level of earnings, but that is only a necessary condition — not the sufficient one. For
the employees” motivation there are many other suitable non-material strategies for motivation
such as the recognition of success, feedback to employees for their work, organizational culture in
the company, motivation and self-motivation. Since the employees are the most important
resource in the creation of an enterprise value, only the motivated employees will strive towards
the realization of high performances and organizational goals.

The study included 85 employees of both sexes. The largest percentage of respondents (42.4%)
was aged 36-45 years, and most of them (35.3%) with seniority from 6 to 10 years. The rating
scale named Satisfaction leadership by L. Grubi¢ Nesi¢ has been used. The getting results indicate
that the level of satisfaction with management is AS = 3.23; SD = 0.53. By applying Pearson's
correlation coefficient, results which are gained indicate that there is a statistically significant
correlation between the level of leadership satisfaction and the age of respondents (Pearson
correlation = -0.27; p = 0.05), and between the level of leadership satisfaction and years of service
of the respondents (Pearson correlation n = - 00:27; p = 0.05). The increase in distrust of
management's decisions contributes to the fall of the leadership satisfaction, and in relation with
the age of respondents (Pearson correlation = -0.28; p = 0.01) and in relation to the years of
service of the respondents (Pearson correlation = -0.23; p = 0.05). Biological life cycle of the
individual, as well as the life cycle of the service life of the individual, suggests that the increase
in the satisfaction of management can be achieved throughout an adequate communication
between manager-employee if one considers the decisions taken by the management.

Keywords: motives, work motivation, leadership satisfaction, correlation.
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CUSTOMERS PERCEPTION ON THE USE OF SMS AS A STRATEGIC
MANAGEMENT TOOL IN NIGERIAN BANKING INDUSTRIES

Oludele Mayowa Solaja’, Faremi Elijah Idowu?, Adesina Ekundayo James?

'Olabisi Onabanjo University, Department of Sociology; “Olabisi Onabanjo University, Dept.
Business Administration, Ogun State, Nigeria

Abstract: The need for efficient and effective financial institutions in a globalized world like
ours cannot be overemphasized. As a result, Nigerian banks embraced the use of Information
Communication Technologies with high speed internet services in order to boost performance
and compete effectively with their counterpart across the world. More so, recent studies
revealed that Nigerian banking industries are fast utilizing Short Message Service (SMS)
provided by mobile phone service providers as a strategic management tool for business
security and for broadcasting information about their new products, services and policies in
order to keep customers on track on company s mission, image as well as tool for receiving
feedback on their services and products rendered to public. Therefore, this study aimed at
investigating customers perception on the use of short message service (SMS) as a strategic
management tool in Nigerian Banking Industry. The study set to address boiling research
questions such as: What is the perception of customers on the use of SMS in Nigerian banking
system? To what extend does the use of SMS shape social relationship between banks
customers and staffs in Nigeria? Does the use of SMS in banking services contribute to
Nigerians reading habit? How can the use of SMS in Nigerian banking system be used to
promote public-private partnership in Nigeria? To achieve the aim of the study, strategic
management and symbolic interaction theory were used as guide while, descriptive survey
design in which both quantitative and qualitative method was adopted in the study. Multi-
stage sampling which include stratified, simple random, purposive, quota sampling techniques
was used in selecting respondents. A total of two hundred and fifty (250) samples which
include customers in five selected commercial banks in Ibadan, Oyo State, Nigeria. Structured
questionnaire were distributed as well as In-depth interviews (IDIs) were conducted among
the respondents. The data collected were tested using descriptive statistic and direct quotes.
The findings were discussed with reference to relevant empirical literatures with
recommendations for management of organizations both for practice and future research
highlighted.

Keywords: Business, Customers, Relationship, Strategic, Management
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THE ROLE OF INFORMATION COMMUNICATION TECHNOLOGY
(ICT) ON DEMAND FOR YOUNG WORKERS IN NIGERIA BANKING
INDUSTRY

Solaja Mayowa Oludele* Faremi Elijah Idowu?, Adesina Ekundayo James?

'Olabisi Onabanjo University, Department of Sociology; “Olabisi Onabanjo University, Dept.
Business Administration, Ogun State, Nigeria

Abstract: Nigerian organizations both private and public are increasingly adopting
information communication technologies (ICTs) and internet facilities for rendering fast and
quality banking services, workforce capacity enhancement as well as performance boost in
today’s competitive business environment. Undoubtedly, the use of ICTs and internet in
Nigerian banking industry has ushered in skill-based and technological inclined workplace
with big challenge for workers who lack technological know-how. This situation brought a
change in labour market demand, workplace competencies and demographic structure as well
as social inequality in chances of employment in Nigerian banking industry. Therefore this
study set to contribute to knowledge by investigating the role of information communication
technology (ICT) in demands for young workers in Nigerian Banking Sector. Quantitative
and qualitative method was adopted in order to uncover the rate at which unemployed youths
most especially fresh graduates are securing employment opportunities in Nigerian banks as a
result of ICT development. The data were collected from management and junior staffs of five
commercial banks in Lagos State, Nigeria. Lagos was purposefully selected because it is the
commercial nerve where head offices of virtually all the banks in Nigeria are located. Also, it
is a major utilization of ICT in Nigeria. Nine-six (96) questionnaires were distributed and five
in-depth interviews (IDIs) were conducted among staff in each of the banks. In all, 25 IDIs
were conducted among management and junior staffs of five commercial banks in Nigeria.
The staffs include those working in human resource, customer relations, technical and sales
departments. The data was analysed using frequency counts, percentage distribution and
direct quotes.

Keywords: ICT, work competencies, youths, skill-based workplace, employment

1. INTRODUCTION

Information communication and technology (ICT) stand out as the key driving force
of job complexity and the demand for higher levels of competencies in today’s knowledge
workplaces. Studies revealed that the major achievement of the modern world is the
increasing acquisition of sophisticated information and communication technology by people
and organizations which has invigorated social interactions, services and productivity across
the globe (Omobuwale 2013; Machin 2001; Hesketh 2000). As part of modern innovation,
ICT makes it possible for many organizations to move away from archaic and slow
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dimensions of bureaucratic procedures to automation of processes that ensure smooth, fast
and efficient running of business activities.

Consequently, Nigerian organizations both private and public are increasingly
adopting information communication technologies (ICTs) and internet facilities for rendering
fast and quality banking services, workforce capacity enhancement as well as performance
boost in today’s competitive business environment. The adoption of ICTs and internet
facilities is driven by pre-existing banks demand for automated processes, controls, and
information through the use of computers, telecommunications, software’s and other
electronic gadget. Of course, the espousal of ICT and internet facilities in Nigerian banking
industry led to a paradigm shift from conventional way of work arrangement to a new form of
work system with much attention given to specific competencies such as the ability to use
computer to run programs and applications, to solve problems, to work in teams and record
keeping, to supervise, and lead as well as to undertake continuous learning and customers
services delivery when hiring labour from the labour market. It is important to stress that the
use of ICTs and internet facilities in Nigerian banking industry creates scenario that can be
liken to skill-based or modern technological environment with big challenge for workers who
lack technological know-how. At the same time, this situation brought a change in labour
market demand, workplace competencies and demographic structure as well as social
inequality in chances of employment in Nigerian banking industry.

The upgrading of skills needed in the labour market is also broadly recognized in
public policy. For instance, The ‘White Paper’ on Growth, Competitiveness, and Employment
issued by the European Commission (1993) argued that a highly skilled labour force in the
European Union is required to catch up in the technological race with other developed
countries. At the Lisbon European Council meeting in March 2000, the European Council
formulated “major strategic goal for the next decade” to become “the most competitive and
dynamic knowledge economy in the world” (European Commission, 2000). Accordingly,
Rosenbaum and Binder (1997) noted that in United States, a qualitative survey on firms’
recruitment strategies for entry-level jobs found that not only mathematical and English skills
were required for today’s entry-level jobs, but intra-personal skills and technical
competencies were also quite important. Similarly, Hesketh (2000) revealed that in the United
Kingdom, employers look out for effective communication skills, learning ability, problem-
solving skills, team work and the capacity for self-management more than technical or
numeracy skills as criteria in recruitment of graduates or young workers. However, the
situation is not the same in Nigerian banking industry where technical skills and computer
competencies remain the crucial factors for employment and recruitment.

2. STATEMENT OF THE PROBLEM

As the consolidation exercise took effect from December 2005, the post-consolidation
era made the commercial banks to embrace internal and external restructuring. Technological
innovations and extreme competition became the norms among Nigerian banks. Their
services began to improve gradually (at least better than what it used to be) through the use of
modern technologies powered by internet facilities such as Automated Teller Machine (ATM)
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to dispense cash, debit and credit cards, mobile and internet banking (E-banking). However, it
is often argued that the adoption of ICTs in banking practices brought in it unintended
consequences such as criminal activities, spamming, credit card frauds, ATM frauds,
phishing, identity theft etc to customers. Thus, it is pertinent to investigate if ICT has negative
influence on banking practice in Nigeria or not.

More so, the Nigeria’s growing unemployment situation and how it increasingly
dwindles the potentials of the country, especially following official figures from the Bureau of
statistics that puts the figure at about 20% (about 30million), which still did not include about
40million other Nigerian youths captured in World Bank statistics in 2009. By implication, it
means that out of the 150 million Nigerians, 50% are unemployed, or worse still, at least 71%
of Nigerian youths are unemployed. This has foisted a state of hopelessness on majority of
young people who have resorted to any means including crime to succeed in life. They resort
to vices because they are not gainfully engaged. In other words, they are unemployed; not
because they lack the qualification but because the system has been crippled politically,
economically, socio-culturally and even religiously. However, these days, employment
generation for the youths is no longer the prerogative of government but, a joint effort
between the public and private sectors. Therefore this study set to fill the gap in knowledge by
investigating the role of information communication technology (ICT) in demand for young
workers in Nigerian Banking Sector.

Research Questions

Based on the stated problem, the following questions are raised and answers shall be
provided at the completion of this study;

i. Does Information communication technology leads to work competencies in Nigerian
Banking Industry?

ii. Do recruiting young workers for the purpose of technological competencies improve
Nigerian banking performance?

iii. Does demand for young workers in Banking Industry reduce unemployment rate in
Nigeria?

3. SCOPE OF THE STUDY

This study is delimited to the investigation of the role of ICT in demand for young
workers in Nigerian Banking Industry. It focuses on how the adopting of ICT in Nigerian
banks has influenced the rate of youths or fresh graduates seeking first employment. Also, it
set out to examine the level of technical competency among young Nigerians in banking firms
in Lagos Metropolis, Nigeria.

Significance of the Study

There has been increasing believe that the expansion of information communication
technology (i.e. computers, internet, ATM, mobile phones) has brought more evil than good
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to developing countries such as Nigeria because of the evil acts which they are used for.
However, within the scope of this study, the impact of information communication
technology in demand for young workers in Nigeria Banking firms will be explored. As a
result, this study will provide pertinent information vital for effecting positive changes in
public perception on the relevance of ICTs as strategic management tool in contemporary
work organizations especially in Nigerian banking firms. This study will also point to areas of
immediate alternation from a sociological point of view which will guide further research and
ensure theoretical postulation.

4. LITERATURE REVIEW

In Nigeria, the so called workplace technological competencies have spread across all
industries especially banking firms that make large investments in research and development,
information technology (IT) or other technological and organizational developments (Machin,
2001). The Nigerian banking industry as a fraction of the financial sector plays pivotal role in
the nation’s quest for development. It accounts for 64 per cent of the total stock listed in the
Nigerian Stock Market (Adeleye, 2011) and employs over 77,000 workforce, both contract
and permanent staff as at 2008 (Gunu, 2009). Subsequently, the sector began to attract many
investors that made the number of banks to multiply in the 1980s. As some were being
established, a number of others were closing down shops, making the number to fall
substantially from 89 as at July 2004 to 24 in 2005 (Gunu, 2009; Sanusi, 2010). In their
work, Gunu & Olabisi (2011) revealed that these changes witnessed in the Nigerian banking
sector have been coordinated by number of factors which include inter alia, deregulation of
the sector, ‘globalization of operation and technological innovations - cum information
communication technology’.

It is important to note that out of the factors mentioned above, this study perceived
technological innovations-cum ICT to have been responsible for the demand of young skilled
workers who possess adequate skills and competencies to operate the new technologies and
processes in order to increasing banking performance and services in Nigeria. As a
consequence of this, Nigerian banks give much credence to hiring young or fresh graduates
with adequate technical knowledge and skills. The espousal of ICT in the banking sector
became of interest to this study due to the significant function it plays in enhancing business
processes. ICT has enhanced Nigerian banks performance in the following areas:

1. Automated Teller Machines (ATM) in Banking Services

ATMs are the most immediately visible type of retail banking technology. They play a
key role in any retail banks’ efforts to use technology as a quality weapon to defeat
competition. This facility provides a major role in offering convenience, speedy and round the
clock services (Barua and Mukhopadhyay, 2000). ATMs capabilities include balance and
transaction enquiries, withdrawals, deposits and accounts transfer. Any bank participating in a
shared ATM network according to Chung et al. (2004) will enjoy the following advantages:
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The bank’s customer will enjoy access to far more than the bank alone could ever
provide.

. The bank is able consequently to make substantial cost saving compared with the cost

of continually extending its ATM network on an independent basis.

Iii. The bank may benefit from the branding of the shared network.
. The shared network will probably have more financial resources.

It does help for international ATM sharing.

Telephone Banking is tele-banking devices which allow customers to transact
banking business over the phone. It has numerous benefits for both customers and
banks. As far as the customers are concerned, it provides increased convenience,
expanded access and significant time saving. On the other hand, from the banks’
perspective, the costs of delivering telephone-based services are substantially lower
than those of branch based services. It provides retail banking services even after
banking hours (24 hours a day) it accrues continual productivity for the bank. It offers
retail banking services to customers at their offices/homes as an alternative to going to
the bank branch/ATM. This saves customers time, and gives more convenience for
higher productivity.

Personal Computer Banking (PC) allows the bank’s customers to access information
about their account via a proprietary network, usually with the help of proprietary
software installed on their personal computer”. Once access is gained, the customer
can perform a lot of retail banking functions. The increasing awareness of the
importance of computer literacy has resulted in increasing the use of personal
computers. This certainly supports the growth of PC banking which virtually
establishes a branch in the customers’ home or office, and offers 24-hour service,
seven days a week. It also has the benefits of Telephone Banking and ATMs.

Internet Banking is the main vehicle for Public Access Computing (PAC). Internet
offers an excellent environment for banks to experiment with the delivery of home
banking (Bill, 1996). It has been used to develop virtual reality bank branches in the
United States of America. A prototype of this is the Electronic Courtyard developed
by the Global Payment System Visa and the US software firm Worlds Inc. It allows
customers to check account balances, transfer funds and apply for loans. It uses three-
dimensional graphics to enable customers to move into different rooms and
communicate with virtual bank tellers, loan arrangers and financial advisers. It uses
visa remote banking subsidiary, visa interactive, to link banks with customers and
provide secure technology for the safety of account data transferred (Agboola, 2006).

Electronic Funds Transfer at Point of Sale (EFTP0S) is an on-line system that
allows customers to transfer funds instantaneously from their bank accounts to
merchant accounts when making purchases (at purchase points). A POS uses a debit
card to activate an Electronic Fund Transfer Process (Chorafas, 1988). Increased
banking productivity results from the use of EFTPoS to service customers shopping
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payment requirements instead of clerical duties in handling cheques and cash
withdrawals for shopping. Furthermore, the system continues after banking hours,
hence continual productivity for the bank even after banking hours. It also saves
customers time and energy in getting to bank branches or ATMs for cash withdrawals
which can be harnessed into other productive activities.

6. Use of SMS alert: Instant notification of transactions made was another innovation
brought by ICTthrough the use of smart phone in conjunction with the internet facility
in the Banking Industry. Virtually all banks studied in Nigeria use SMS-Alert, except
some of the Micro finance Banks. It was an ICT infrastructure that recorded no
patronage between year 2000 and 2002.

In concrete terms, ICT enables Nigeria banking firms to adopt more systematized,
modern and efficient ways of doing business in current global perspective. One of the modern
ways is the recruitment of young workers- mostly generation X and generation Y who possess
the technical and knowledge competencies to satisfy the customers and win their patronage
within the shortest possible time. The young workers in this regard are youths or fresh
graduates who have acquired compulsory education and vocational training to secure first
employment. More explicitly, the Second National Youth Policy Document for the year 2009
conceived youth to be the greatest assets that any nation can have. Accordingly, the document
established that one third of Nigerian population is young people who fall between the ages of
10 to 24 years (UNESCO, 2013, National Youth Policy document, 2009). Therefore, the main
objective of this study is to examine the role of information communication technology (ICT)
in demand for young workers in Nigeria banking sector.

More often than ever before, technology has transformed the way younger generation
communicate and access information. Two major assumptions underlie the role of ICT: the
first is that the proliferation of these technologies is causing rapid transformations in all areas
of life; the second is that ICT function to unify and standardize culture. It is on the basis of
these assumptions that the term “information age and globalization” evolved (Adeoti 2004).

Studies have shown that the ICT era have created various types of jobs from Chief
Information Officer in big enterprises or government agencies to the computer shop operators
since early 90’s. Vendors of hand held phones and their accessories are common sight in
every community. There are various types of ICT based businesses such as document
processing centres, cybercafé, computer training centres, computer services and repairs, hand
set services and repairs, internet, programming, cable and satellite TV installations, etc. with
very little take off funds. They are common vocations to empower youth (Oladunjoye and
Audu 2012; Olasanmi, Ayoola and Kareem 2012). The following were identified as major
categories of both positive and negative impacts of ICT on youths:

1. Social Interactions

According to an in-depth evaluation of the impact of ICT on youth published in the
2003 World Youth Report prepared by the United Nations, ICT has changed the way young
people interact socially, as digital communication has increasingly replaced traditional forms
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of interaction. ICT offers youth autonomy from families with access to vast virtual social
networks that provide more instantly-gratifying, but less personal interactions.

2. Psychological Health

Some researches, including a Swedish study published in a 2007 issue of the Journal
of Computers in Human Behaviour, highlights the potential negative impacts of ICT on
youths. Such studies tend to conclude that a high quantity of ICT use has a risk factor of
developing psychological health challenges among youths.

3. Education and Empowerment

ICT also offers opportunities for youth empowerment and education, particularly in
societies where resources are limited. Researches has shown that the youths in various
locations can use ICT to maintain cultures, gain knowledge, develop skills and generate
income. According to the 2005 World Youth Report section on youth in civil society, "ICT is
increasingly being used to improve access to education and employment opportunities, which
supports efforts to eradicate poverty"

4. Vocational Opportunities in ICT

A vocation can be defined as what an individual practices to earn an income. It can be
acquired through proper training either in the vocational schools, apprenticeship with a
knowledgeable practitioners, or expression of talents. In ICT, several areas have been
identified over the years as a special means of providing services. These include:

. Networking;

. Programming;

. Repairing and maintenance;
. Computer sales;

. Phone sales;

. Parts and accessory sales;

. Document processing; and

. Phone calls, etc.

coO~NOOUTh~ WN P

From the foregoing discussion it can be seen that ICT revolution has now broadened
the horizon of the opportunities among nations, organization, institutions and individuals
giving hopes to compete with their counterparts all over the world. It can also be been seen as
an important vehicle to propel individual to greater height as the world moves further into the
knowledge economy in this 21st century. It can be acknowledged that the information
revolution is a powerful force with enormous benefits in socio-economic and political
developments. Such benefits include job creation, increase in the stock of technologies and
skills, ease of communication, expansion of trade, etc. particularly in developing countries
including Nigeria. However, the study set out to investigate the role of ICT in demand for
young workers in Nigerian Banking Industry.
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5. Theoretical Framework

This study utilized rational choice theory and technology acceptance model in
explaining the role of ICT in demand for young workers in Nigerian Banking Industry.

6. Rational Choice

In rational choice theory, actors are seen as motivated by the wants or goals that
express their 'preferences’. They act within specific, given constraints and on the basis of the
information that they have about the conditions under which they are acting. At its simplest,
the relationship between preferences and constraints can be seen in the purely technical terms
of the relationship of a means to an end. As it is not possible for organizations to achieve all
of the various things that they want, they must also make choices in relation to both their
goals and the means for attaining these goals. Rational choice theories hold that organizations
must anticipate the outcomes of alternative courses of action and calculate that which will be
best for them. Rational organizations choose the alternative that is likely to give them the
greatest profits (Heath 1976; Carling 1992; Coleman 1973).

7. The Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) is similar to the diffusion of innovation
theory but it places more emphasis on psychological predispositions and social influences
such as beliefs, attitudes and intentions. Marcus's theoretical model of adoption highlights the
importance of innovative behaviour and the phenomenon of others modeling themselves on
this. Communication channels are a vital component in spreading this modeling behaviour to
other potential adopters. The range of influential factors in the take-up of innovations include:
the associated 'costs’ (personal and institutional), the availability of necessary 'resources'
(money, equipment, training, time, prior experience and relevant skills) and the 'value' of the
innovation (Bates, Manuel and Oppenheim, 2007; Ankem, Kwon and Zmud (1987) define
five contextual factors that may impact on any six identified stages of IT implementation
namely; user community characteristic, organizational characteristics, technology
characteristic, task characteristic and environmental factors. Robertson and Gatignon (1986)
propose that a variety of competitive effects in the technology consumers industry
(competitive intensity, demand uncertainty, professionalism and cosmopolitanism) and within
the technology supplier’s industry (level of competitiveness, reputation, Research and
Development allocation, technology standardization) impact the rate and level of diffusion of
high technology innovations. Other models focused on the influence of culture in the
diffusion and adoption process. Both personal and organizational processes influence a
culture of innovation. These organizational processes include: management values, rewards,
prohibitions, encouragement of new ideas, encouragement of risk-taking, services, support,
communication channels and staff networks.

An institution with these key components in place is better placed to ensure that
innovations are facilitated, encouraged, accepted and diffused across its organization. In this
wise, the institutional environment shapes the development of the ICT initiative, its adoption
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and implementation. The success or failure of a new ICT innovation is thus influenced by
culture (Denning, 2004; Bates, Manuel and Oppenheim, 2007).

8. Methodology

To further reveal the role of ICT in demand for young workers in Nigeria banking
industry, this study adopted the qualitative method of data collection (LaRossa 2005; Flick,
2000). Qualitative and quantitative methods was adopted in order to uncover the rate at which
unemployed youths most especially fresh graduates have secure employment in Nigerian
banks as a result of ICT competencies. The data were collected from management and junior
staffs of five commercial banks in Lagos State, Nigeria. Lagos was purposefully selected
because it is the commercial nerve where head offices of virtually all the banks in Nigeria are
located. Also, it is a major utilization of ICT in Nigeria. Five in-depth interviews (IDIs) were
conducted in each of the banks. In all, 25 IDIs were conducted among management and junior
staffs of five commercial banks in Nigeria. The staffs include those working in human
resource, customer relations, technical and sales departments. The data was analysed using
frequency count and direct quotes.

9. Presentation of Results

The result goes thus; 61.5% were males and 38.5% were females. This point out to the
fact that there is more males in pay jobs than the female counterpart in Nigeria. The age
distribution of the respondents reveals that 9.4% are within 18-20years, 49.0% are within 21-
30years, 29.2% are within 31-40years while 12.5% falls within 41years and above. This result
indicates that majority of the respondent’s falls within the age 21-30years; this is an indication
that banks demand for young workers within the age bracket 20-30years. This might be due to
their zeal to engage in work activities in order to actualize their goals and aspirations of life.
The marital status of the respondents shows that 64.6% are single, 24.0% are married while
11.5% are others (compose of separated, widow and divorce). The result shows that majority
of the respondents are single with little or no family responsibility. Also, it support the one of
Nigerian banking ethics which stipulates that bankers are not allow to get married or even
give birth to young ones within early stage of their career. Furthermore, the educational
qualifications of the respondents depicts that 13.5% are OND holders, 80.2% are B.Sc/HND
holders while 6.3% hold professional qualifications. This result reveals that majority of the
respondents are HND/B.Sc (degree) holders which demonstrates that fresh graduates from
tertiary institutions are employed in the selected banks.

The response of participants on each of the research questions was presented using direct quote
and content analysis in this section.

10. ICT and Work Competencies in Nigeria Banking Industry

Banking Sector stands as one of the areas which the development of ICT has improve
services, workforce capacity as well as competition in Nigeria. The sector has grown so rapid
in recent times with the aid of automated and mobile services supported by ICT and internet
facilities in which it offers convenient, speedy and round the clock services to customers.
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However, the goal of this objective was to capture the relationship between ICT and work
competencies in Nigeria banking sector. To achieve this goal, in-depth interviews sessions
were conducted among staffs of the selected banks in Lagos metropolis, Nigeria.

Table 1. ICT and Work Competencies in Nigerian Banking Industry

SIN Question Never | Rarely | Seldom | Often Total
F(%) [F(%) [F(%) [F (%) |F (%)
1 The use of ICT has become vital | 13 09 11 63 96

tool in rendering quality banking | (13.5) | (9.4) (11.5) (65.6) (100.0)
services in Nigeria

2 As a banker, | work with computer | 04 07 08 77 96
and internet  facilities  in | (4.2) (7.3) (8.3) (80.2) (100.0)
performing my contractual duties

3 | am satisfied with the use of ICT | 03 14 06 73 96
in rendering banking services to | (3.1) (14.6) | (6.3) (76.0) (100.0)
customers

4 | have challenge using computer | 54 19 12 11 96

application that can aid work | (56.3) | (19.8) | (12.5) (11.5) (100.0)
performance in the organization

5 | use ICT to meet up with |10 23 08 55 96
customers demand (10.4) | (24.0) |(8.3) (57.3) (100.0)
6 | use ICT to solve problem and | 09 21 15 51 96
supervise work teams (9.4) (21.9) | (15.6) (53.1) (100.0)
7 ICT helps in attending to complex | 07 11 14 64 96

task and under taking on-the-job | (7.3) (11.5) | (14.6) (66.6) (100.0)
learning at a stretch

8 | believe that my use of ICT |09 13 17 57 96
enhance my work competencies | (9.4) (13.5) | (17.7) (59.4) (100.0)
and development

Source: Field Survey, 2015

Table 1 reveals the respondents distribution on whether the introduction of ICT leads
to work competences in Nigerian Banking industry. The result revealed that 65.6% of the
respondents confirm that ICT has become vital tool in rendering quality banking services in
Nigeria, 20.9% were of the opinion that ICT is not often used in rendering bank services
while 13.5% strongly disagree with the assumption that ICT is a vital tool in Nigerian banking
industry. Hence, it can be concluded that information and communication technology (ICT)
is a crucial tool in rendering effective and efficient banking services as proffered by majority
of the respondents.

More so, majority of the respondents 80.2% disclosed that they work with computer
and internet facilities in performing their contractual duties, 15.6% claimed that they
somewhat perform their contractual duties through the use of computer and internet facilities
while 4.2% frankly disputed the use of computer and internet facilities in carrying out their
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duties in the organization. Thus, we can infer that most of the respondents utilize computer
and internet facilities in performing their duties in the organization. As such, most of the
respondents claimed that they are satisfy with use of ICT in rendering banking services to
customers, 20.9% somewhat satisfied with the use of ICT in rendering banking services to
customers while 3.1% were not satisfied.

Furthermore, the respondent were ask to if they have challenge using computer
application that can aid work performance in the organization, 56.3% assert that they had no
challenge using computer in performing their duties, 32.3% sometimes have difficulties using
computer while 11.5% often have challenge working with computer applications that can aid
their performance in the organization. Thus, it can be deduce that majority of the respondents
are technical and computer efficient while some still lack technical ability to operate computer
application that can boost their work performance.

Investigating the issue further, 57.3% of the respondents stated that they use ICT to
meet up with customer’s demand, 32.3% to some extent use ICT to satisfy customers need
while 10.4% use ICT for other purposes in the organization. Also, majority of the respondents
53.1% use ICT to solve problem and supervise work teams, 37.5% rarely use ICT to solve
problem and supervise work teams while 9.4% use ICT for other purposes in the organization.
Moreover, preponderance of the respondents 66.6% disclosed that they use ICT to attend to
complex task and under take on-the-job learning at a stretch, 26.1% asserted that they
somewhat use ICT to perform to complex task and undertake on-the-job learning while 7.3%
use it for different purpose. Thus, it can be inferred that the ICT serves several purposes and
complex task which promotes quality services and customer satisfaction in Nigerian banking
industry.

In addition, the respondent were asked to express their perception on the use of ICT
and work competencies in Nigerian banking industry, majority of them 59.4% believe that the
use of ICT enhance work competencies and development in the organization, 31.2%
somewhat agree that the use of ICT promotes work competencies and development while
9.4% did not believe that ICT enhance work competencies and development in the
organization. However, it can be deduced that majority of the respondents were of the view
that ICT enhances work competencies and development in Nigerian banking industry.

An interviewee affirms that:

Honestly speaking, the emergence of ICT in Nigerian banking sector
has been a blessing and a vital tool that make the aspiration to
improve customer’s satisfaction and patronage possible in Nigeria.
Because, it provide opportunities for manipulation if sophisticated
machines with technical skills in banking practices which made it
possible for a banker to do much work in little time frame
(IDI/GTB/Management/lkeja/2015)

Investigating the issue further, another interviewee states that:
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ICT is a good innovation in the sense that it increase efficiency and
make job very faster. It also reduces the stress encounter by teller in
attending to customers. For instance, in a situation before the
introduction of ICT, there is always long queue in banks in which
most customers pass through stress before they could be attended to.
The queue is as a result of crude or manual method of attending to
customers (whereby just only two or three staff on the desk attending
to a long queue, one would be frustrated). However, through the
invention of ICT and its adoption in Nigerian banks, all these issues
are things of the past. ICT makes banking service such as posting,
transferring, withdrawal, checking of account status easier and faster
(ID1/Skye/Management/lkeja/2015)

More so, a female respondent succinctly revealed that:

ICT reduces the number of people that comes into the banking hall
because it enables customers to make use of the ATMs to do their
transaction without coming into the banking hall. This in turn enable
bank teller to attend to other functions, so, | believe ICT is helpful and
a critical tool in modern Nigerian banking services. (IDI/FCMB/
technical and sales /lkeja/2015)

Inferring from the responses above, it is not gain saying the fact that ICT has
contribute to work competencies such as the ability to use computers, to solve problems, to
work in teams, to supervise and lead as well as to undertake continuous learning and services
in Nigerian banks. As a result, ICT has become indispensable tool in rendering effective and
efficient banking services to customers as well as competitive business advantage among
banks in Nigeria.
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Table 2. Young Workers and ICT development in Nigerian Banks

SIN Question SA A D SD Total
F(%) | F(%) | F(%) F(%) F(%)
1 There had been recruitment of fresh | 23 51 10 12 96

graduates and new workers (between | (24.0) | (53.1) |(10.4) | (12.5) (100.0)
age 22 -26yrs) in your organization
recently.

2 Do you believe that special | 41 47 04 03 96
knowledge of ICT and technical | (42.7) | (49.0) | (4.2) (3.1) (100.0)
skills are inherent in Nigerian fresh
graduates

3 Would you agree that fresh |37 52 02 05 96
graduates help to sustain ICT | (38.5) |(54.2) |(2.1) (5.2) (100.0)
development in Nigerian banking
industry

4 Recruiting young workers promotes | 29 46 13 08 96
organizational  performance and | (30.2) | (47.9) | (13.5) (8.3) (100.0)
effectiveness

5 Young workers bring new ideas and | 31 56 04 03 96
talents into banking industry (32.3) | (58.3) | (4.2) (3.1) (100.0)
6 Young workers play significant role | 34 53 07 02 96

in  the remarkable  progress | (35.4) | (55.2) | (7.3) (2.1) (100.0)
witnessing in  banking services in
Nigeria

Source: Field Survey, 2015

Table 2 shows the respondents distribution on the nexus between young workers and
ICT development in Nigerian Banking industry. The result shows that 77.1% of the
respondents concur that there had been recruitment of fresh graduates and new workers
(between age 22 -26yrs) in your organization recently while 22.9% disputed it. Also,
majority of the respondents 91.7% were of the view that special knowledge of ICT and
technical skills are inherent in Nigerian fresh graduates while 7.3% disagree with the view.
However, one can infer that young workers or fresh graduate have special knowledge of ICT,
talents and technical capabilities that can further enhance the growth of information and
communication technology (ICT) in banking system as proffered by majority of the
respondents.

Investigating the issue further, 92.7% of the respondents revealed that young workers
help to entrench the development of information communication technology in Nigerian
banking industry while 7.3% of the respondents disputed it. Attempt for justify the dual
views, 90.6% of the respondents claimed that recruiting young workers promotes
organizational performance and effectiveness while 9.4% disagree with the view. Therefore,
we can assume that most banks in Nigeria recruit young workers because of the belief that
young workers helps in ICT sustainability, organizational effectiveness and competiveness.
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In addition, majority of the respondents 90.6% agree that young workers bring in new
ideas and talents into banking industry while few respondents 9.4% disagree with the view.
Also, majority of the respondents 90.6% support that young workers play significant role in
achieving the remarkable progress in current banking services in Nigeria. Thus, the demand
for young workers for banking services foster information communication technology (ICT)
adaptability, utilization and development in Nigeria.

Furthermore, an interviewee asserts that:

ICT has equally helps youths mostly fresh graduates from
polytechnics, universities and other tertiary institutions to secure job
opportunities in banking industries because most of them are
computer literates...Their technical competencies are highly need to
foster banking services which is becoming technically-based day by
day... Gone are those days that bank workers make use of manual
recording of transaction and the use of typewriter for preparing
memo...Now, ICT has made it beneficial for graduate to bring out the
efficiency in them and contribute to global banking practices
(ID1/Skye/Management/lkeja/2015).

Another interviewee affirmed that:

Indeed, ICT development has make many corporate organizations to
make strategic decision on worker composition and structure in order
to benefit from the fast growing ICT innovation. For instance, in our
organization, there is a policy that emphasize that new workers should
be between age 22-26yrs which is very good for the company because
we now have about 60% young talented workers below aged 30 yrs
working in the organization (IDI/GTB/Management/lkeja/2015).

From the responses above, it is not gain saying the fact that corporate organizations
(i.e. banks) are recruiting young workers and technically incline employees who can help
them to sustain and promote corporate technical fitness and ICT development for the purpose
of competitive advantage and customer’s satisfaction.
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Table 3. Demands for Young Workers and Unemployment Rate in Nigeria

SIN Question SA A D SD Total
F(%) |F(%) |[F(%) |F%) | F(%)
1 To what extent do you agree that | 23 51 10 12 96

larger proportion of unemployed | (24.0) | (53.1) | (10.4) | (12.5) (100.0)
people in Nigeria are youths below
age 40years

2 Do you agree that ICT has created | 41 48 04 03 96
employment opportunity for youths | (42.7) | (49.0) | (4.2) (3.1) (100.0)
in banking industry

3 I believe that bank’s demand for | 37 52 02 05 96
young workers reduces youth | (38.5) | (54.2) | (2.1) (5.2) (100.0)
unemployment in Nigeria

4 Young workers below age 40|29 46 13 08 96
dominate the large percentage of our | (30.2) | (47.9) | (13.5) (8.3) (100.0)
total workforce in the bank

5 Contract/casual employment which | 31 56 04 03 96

iIs common in banking industry may | (32.3) | (58.3) | (4.2) (3.1) (100.0)
discourage youths commitment to
better banking practice in the
organization

Source: Field Survey, 2015

Table 4.4 presents the response of respondents on whether banks demand for young
workers reduce unemployment rate in Nigeria. The result reveals that 77.1% agree that larger
proportion of unemployed people in Nigeria is youths below age 40years while 22.9%
contrasted it. However, majority of the respondents admit that youths are worst hit with
increasing unemployment rate in Nigeria. Also, majority of the respondents 92.7% upholds
the view that information communication technology (ICT) creates employment opportunities
for youths to involve in banking services as means of survival, while 8.3% opposed the view.

Furthermore, majority of the respondents 92.7% believe that bank’s demand for young
workers help in reducing youth unemployment rate in Nigeria while few of the respondents
7.3% disagree with it. More so, in buttressing their views, 78.1% of the respondent disclosed
that young workers below age 40 dominate the large proportion of the total workforce in
banking industry while 21.9% disputed it. However, it can be concur that majority of the
respondents were of the view that bank’s demand for young workers help to reduce
unemployment rate particularly among youths in Nigeria. This in effect contributes to youth
domination and participation in Nigerian banking industry.

In addition, bulk of the respondents 90.6% affirms that the use of contract/casual
employment in banking industry may discourage youth commitment to better banking
practice in Nigeria while few of them 9.4% disputed it. Thus, it can be deduce that
casual/contract employment may encourage low commitment, counter-productive behavior
and poor banking practice in Nigeria.
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To investigate the effect of demand for young workers on youth employment rate in
Nigeria.

An interviewee states that:

Yes, | agree that the current demand of fresh graduates for banking
jobs contribute positively to reducing unemployment rate and youth
restiveness that could endanger societal development. It also give the
youths high sense of enthusiasm than before where people of
retirement age stay longer than expected on the job while denying the
youths of job opportunities... Though, to extinguish this kind of
behavior and situation where people of retirement age falsify their
age, present counterfeit data about themselves as well as lobby to
continue on the job however, the adoption of ICT helps to easily Kick
out the redundant workers who cannot cope with today’s technical
and ICT wave in Nigerian banking sector (IDI/FCMB/ technical and
sales /lkeja/2015).

Furthermore, another interviewee revealed that:

ICT and accompanied technical competencies help to limit fraudulent
activities and financial risk which Nigerian banks use to experience
before now... In the same way, it reduces customer’s fear of carrying
money around the city. So, | believe customers and youths are the
most beneficiary of ICT invention and development in Nigerian
banking industries (IDI/Skye/Management/lkeja/2015).

11. DISCUSSION OF FINDINGS

The aim of this study is to investigate the role of information communication
technology on demand of young workers in Nigerian banking industry. In contemporary
society, information communication and technology (ICT) stand out as the key driving force
of job complexity and higher levels of competencies in most workplaces. It emergence has
ushered in automation of processes, controls, and information production through the use of
computers, telecommunications, software’s and other gadget that ensure smooth and efficient
running of business activities. This is not without any shortcoming or challenges in work
organization across the globe.

Consequently, much attention is given to specific competencies such as the ability to
use information and communication technologies (ICT) such as computers, to solve problems,
to work in teams, to supervise and lead as well as to undertake continuous learning and
services when hiring labour from the labour market. However, the first objective is to
investigate if ICT leads to work competencies in Nigerian banking industry. The result
revealed that information and communication technology (ICT) is among the crucial
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management tools in rendering effective and efficient banking services in Nigeria. The
finding corroborates Omobowale (2013) who submitted that ICT has invigorate social
interactions in modern world through its capacity to crack down complex and routine work
procedures and makes work activities easier for employees and managers alike. Similarly, the
finding tallies with Kramner, Jenkins and Katz (2007) and World Bank (2002) and Kofi
(1997) who reported that ICTs provide developing nations with unprecedented opportunity to
meet vital development goals such as poverty reduction, empowerment, basic health care and
education, far more effective than before. Therefore, nations that succeeded in harnessing the
potential of ICTs can look forward to greatly expand economic growth, dramatic
improvement in human welfare and stronger form of democratic governance.

In Nigeria, the adoption of information and communication technology in banking
sector has ushered in the advance banking services such as E-payment, Automated Teller
Machine (ATM) systems, mobile money, Point of Sales (PoS) and many other operations that
integrates all licensed banks into a network, thereby reducing or eliminating the limitations of
traditional branch-based nature of banking and making the promised real time-on-line concept
of globalised banking a reality. Consequently, ICT development and expansion of banking
services in Nigeria has bring about increasing demand of young workers who are mostly fresh
graduates with sufficient technological know-how. In light of this, the second objective
revealed that ICT helps Nigerian bankers to utilize computer and internet facilities in
performing their duties which led to a situation where majority of the Nigeria bankers are now
technically incline and computer efficient.

The finding support the view of Quresh, Zafar & Khan (2008) and Irechukwu (2000)
who observed that modern day banking services paid more emphasis on the usage of
technological innovations to improve service delivery and high level of customer’s
satisfaction in which self-service facilities (such as automated customer service machines)
from where prospective customers can complete their account opening documents direct
online, receive account information, engage in financial transaction process and how to
receive their cheque books, credit and debit cards. However, in countries such as Nigeria
where ICT development is still very young (ICT space is still an infant) there is tendency to
have some bank staff and customers with technical challenges and lack the ability to operate
computer applications efficiently.

In view of this reality, the result shows that majority of Nigerian banks belief that
recruiting young workers (below age 30yrs) help to promote ICT sustainability,
organizational effectiveness and competitive advantage in a global economy thus preference
is given to young workers (below age 30yrs) who are mostly fresh graduates with adequate
computer knowledge, technical skills and morally fit for the challenges of modern banking
services and customers relationships. This situation, no doubt, brought a change in labour
market demand for young workers at expense of old workers, demographic structure as well
as social inequality in chances of employment in Nigerian banking industry. The finding
upholds Judith, Antonio & Luis (2008) who reported that ICT can be particularly helpful in
expanding employment opportunities however, increase demand for ICT skills may widen
social and economic gaps because marginalized groups (disadvantage youths and old
employees) may not have the same access to career opportunities since young workers or
fresh graduate have special knowledge of ICT, talents and technical capabilities that can
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further enhance the growth of information and communication technology (ICT) in banking
system.

The third objective of the study established the demand for young workers for
fostering information communication technology (ICT) adaptability; utilization and
development in Nigerian banks significantly reduce youth unemployment. This is can be so
since youths constitute the greater percentage in unemployment statistic in Nigeria. The
finding corroborate with Ubaru (2009) who stated that ICT revolution and the growth of GSM
operators made it possible for thousands of people to secure direct employment in formal and
informal economy in Nigeria. Similarly, Reddy (2006) stated that today, Information and
Communication Technologies (ICT) and wireless technologies makes it possible to provide
instantaneous access to knowledge and information that was not possible 60 years ago. And
the cost of information connectivity is less than 1% of the cost building a road to a village.
However, the result disclosed that use of casual/contract employment in Nigerian banks may
encourage low commitment, counter-productive behavior and poor banking practice among
young workers in Nigeria.

The fourth objective that the demand for young workers and the adoption of ICT
enhances banks performance in Nigeria. The finding supports Adeleye (2011) and Guru
(2009) who submitted that the Nigerian banking industry accounts for 64 per cent of the total
stock listed in the Nigerian Stock Market and employs over 77,000 workforce, both contract
and permanent staff as at 2008 which makes the sector indispensable in national development
process. Correspondingly, Ankem, Kwon and Zmud (1987) and Robertson and Gatignon
(1986) propose that a variety of competitive effects in the technology consumers industry
(competitive intensity, demand uncertainty, professionalism and cosmopolitanism) and within
the technology supplier’s industry (level of competitiveness, reputation, Research and
Development allocation, technology standardization) impact the rate and level of diffusion of
high technology innovations.

12. CONCLUSION

From the foregoing discussion it can be seen that ICT revolution has now broadened
the horizon of the opportunities among nations, organization, institutions and individuals
giving hopes to compete with their counterparts all over the world. Banking Sector stands as
one of the areas which the development of ICT has improve services, workforce capacity as
well as competition in Nigeria.

ICT can be seen as an important vehicle to propel organization and individuals within
an organization to greater height as the world moves further into the knowledge economy in
this 21st century. It can be acknowledged that the information revolution is a powerful force
with enormous benefits in socio-economic and political developments. Such benefits include
job creation, increase in the stock of technologies and skills, ease of communication,
expansion of trade, business or financial transactions through automated machines etc.
particularly in developing countries including Nigeria.

However, based on the finding of the study, it has been concluded that young workers
in Nigerian banks are competent in some aspects of information and communication
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technology particularly in the areas of word processing, electronic spreadsheet application and
power point presentation application. They are also competent in the use of internet which can
enhance their job performance and productivity. However, they are fairly competent higher
order ICT applications such as database management system, desktop publishing applications
and webpage design application. Therefore, from the findings of this study, it could be
concluded that the level of competence possessed by young worker in Nigerian Banks is
generally based on the job or task assigned to them.

13. LIMITATIONS OF THE STUDY

The major limitation to this study centers on the weakness of using self-assessment as
a criteria to determine a person’s level of competence. The researcher could not ascertain if
the data supplied by the respondents truly represent their level of competence in various
computer operations. Initially, some staff of the selected banks was resistant to the
questionnaire feeling that the instrument would reveal their weaknesses but they were assured
of utmost confidentiality with the data collected.

Some equally felt that the items on the questionnaire were much perhaps resulted in
some of the items not being filled. Again, the researcher acknowledges his inability to access
all the members of the population of this study as well any misrepresentation of any figure in
this study. Nevertheless, the findings of the study will be useful as it represent the opinion of
bank workers regarding their level of competence in information and communication
technology (ICT).
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Abstract: In today’s world “children commercialization” phenomena grow with the
increasing rate. It means the grooming of children consumer hood and treatment of childhood
as the marketing opportunity. In today’s competitive world companies promote their products
with more added features to attract their targeted customers because children’s has influence
on their family buying decision. Children’s using their pester power. Recently companies
focuses on animated advertisements. They introduce the new cartoon characters to get the
attention of children’s. Companies use their animated spokesperson as their transmission
media to convey their message to their target segment especially children segment. Primary
data collected from the children’s of different schools of Peshawar. For data collection self-
administered questionnaires were chosen. Secondary data was collected through journal
articles, conference meetings and books that help a lot in fulfilling research literature review
and give the brief idea about research. Secondary data is also helpful in giving the citation.
Sample size of research is one hundred and fifty (150). The data collection is done on the
individual basis. As we know that Pakistan is developing country so the people of Pakistan
are very much pricing conscious, the firms must use the animated spokesperson
characteristics. The firm makes the animated character which represents the children and teen
agers as well. The animated spokesperson characters are very much liked in Pakistan. The
animated spokesperson color attracts the children mostly. The children like the colors. They
wanted to adopt the same colors of their animated hero. The color has high influence on the
children.

Keywords: Product characteristics, Animated Character, Buying Behavior.

1. INTRODUCTION

In today’s world “children commercialization” phenomena grow with the increasing
rate. It means the grooming of children consumer hood and treatment of childhood as the
marketing opportunity. It is helpful to identify the commercial influences and distinguished
between marketing and advertisement. Marketing is broad term including the packaging,
pricing, placing and promotion of the product or service. This commercialization of children
brings a new shape to the marketing. Due to this commercialization of children’s are more
sensitive towards product and the promotion campaign of the firm’s product. Children are
also attracted to the feature of the product which they buy. They know that what they buy?
And why they buy?
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The product features include the Functionality, Promotion campaign, Product image
and style, Price, Credibility and intimacy of product. The animated spokesperson
advertisement includes the feature such as the physical appearance of the animated
spokesperson, likeness of the animated spokesperson, familiarity and trustworthiness of
animated spokesperson. Recently companies focuses on animated advertisements. They
introduce the new cartoon characters to get the attention of children’s. Companies use their
animated spokesperson as their transmission media to convey their message to their target
segment especially children segment. These companies design a customize spokesperson
character that shows the firm culture and mission. Animated spokes-characters are highly
moldable, adaptable, and easily controllable, and can even become an identifying symbol of
the company (Wen-Shin Huang, 2011)

According to the developmental researchers and psychologists, there are three stages
of cognitive development in child. The first one is preoperational thoughts, the second is
concrete operational thoughts and the third is formal operational thoughts. Which describe the
age importance in term of understanding advertisement content. The preoperational stage
ranges from two to seven years old child. In this stage the main focus of the children is
product look. The concrete operational thoughts and the formal operational thoughts, the
children develops a more realistic approach towards understanding their world with a little
difference between them (AsimTanvir (Corresponding author), 2012).

Animated advertising may be particularly attractive and attention getting to preschool
children because the obvious action, movement, and sound effects associated with animation
embodies perceptual salience. This high level of perceptual salience, coupled with
preschoolers' tendency to focus on only one or two predominant stimuli, may explain why an
animated spokes-character associated with a product is likely to draw a preschooler's attention
better than most other stimuli. Animated spokes-characters are typically large, colorful,
action-oriented, and are accompanied by silly voices and sound effects. The character is often
the focus of the commercial (Neely, 2004).

Today every child is trying to follow the characters from which they get inspired and
approaching themselves to be like them in every mode. If we go after a routine of a child, we
can obviously examine that a child wakes up in the morning wearing Disney character
Pajamas, roll out of bed sheet having some licensed character on it, his toothbrush and
everything covered in his favorite cartoon characters and even in his breakfast he eats up
cereals packed in some cute cartoon box. Strapping his Ben Ten backpack he moves to school
but this commercialism even does not stop in school boundaries(AsimTanvir (Corresponding
author), 2012).

2. LITERATURE REVIEW

Product Features

Functionality includes all valuable results of a product’s behavior in its use
environment such as specific features, ergonomics, and capacity. During a redesign, it is also
desirable to reduce the product’s environmental impact among other harmful effects to satisfy
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consumer demand and existing and pending environmental regulations.(Daniel P. Fitzgerald,
2010, Vol. ). It requires a superior product design to ensure the sophisticated technical
features that makes it more user-friendly without obstructing or compromising the
functionality of the product.(Arora, 2010).).

Advertisements can be defined as a type of communicative and persuasive marketing
activity, the goal of which is to influence consumers’ cognition, attitude, and behavior
towards the product being advertised(Wen-Shin Huang, 2011). Style is visual appearance,
which includes line, silhouette and details affecting consumer perception towards a brand
(Frings, (2005)) . All children can be influenced to purchase certain products if the products
are made attractive enough to consumers (Calvert, 2008). Product price is another variable of
impulse buying. Consumers tend to be more impulsive when there are sales or product
discounts, low marginal need for the item, short product life, smaller sizes, and ease of storage
(Zhou, 2003).

What is “credibility”? Simply put, credibility can be defined as believability. Brand
credibility refers to believability in characteristics of brand (product) information. Prior
studies had proposed three elements of brand credibility: trustworthiness, expertise and
attractiveness (Keller, 2008).

Animated spokesperson characteristics

Advertisers often choose celebrities who are physically attractive allowing them to get
benefit both from the status and physical appeal of different celebrities (Singer, 1983).
Physical attractiveness as the pleasing degree an individual possesses to affect other people
(Patzer, 1985). Color plays an important role in a potential customer’s decision making
process, certain colors set different moods and can help to draw attention. The desirability of a
color will change according to the object to which it is applied (e.g., a car or a table) and with
the style of the object (Whitfield, 1983). Visibility includes the appearance, gestures and
postures and the logos show on the animated spokesperson. This also includes the design of
the animated spokesperson character. Expertise refers to when the animated spokes-
characters are exclusively designed for certain brands; they serve as experts to explain and
demonstrate products (Garretson JA, 2004).

Advertising unifies language, pictures, music; it contains information, invokes
emotions and imaginations, it can capture all five senses and, besides it, it has social and
practical aim. As a genre, it seems much diversified. There is often an interference of styles
and registers; therefore, it is often very difficult to classify advertising stylistically. In the
diploma thesis, we will show various aspects and forms of advertising
discourse(DIPLOMOVA PRACA, 2006). Symbols “Symbols are a broad category of
processes and objects that carry a meaning that is unique to a particular group of people.
Culture influences behavior through its manifestations: values, heroes, rituals, and symbols
(Hofstede, 1980). Attention-getting production features are designed to attract children’s
interest in commercial content. Such features, which are heavily concentrated in children’s
television advertisements, include action and movement, rapid pacing, sound effects, and loud
music(Calvert, 2008).Audio features have more recruiting power than visual features because
interesting sounds can get children who are not looking at the television screen to direct their
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visual attention to it(Calvert, 2008). Messages that were sung in a produced, original jingle
that sounded like a nursery rhyme produced the same recall from children as spoken
messages(Macklin, 1988).

Animated spokes-characters reduce the distance between companies and consumers,
and encourage consumers’ liking for the spokes-character to extend to the brand and its
products (Wen-Shin Huang, 2011). Manufacturers usually propose nostalgic slogans to arouse
consumers’ memory, making consumers recall the old times. They also want to trigger the use
of endorsed products via consumers’ trust in animated spokes-characters (Neely, 2004).we
argues that these factors affect brand attitudes, but we contend that spokes-character trust is an
important mediator of this relationship (Garretson & Niedrich, 2004).

Familiarity is defined as the knowledge about the source gained through repeated
exposures (AsimTanvir (Corresponding author), 2012). Moreover, adolescents and young
adults are already familiar with interactive content and may be more receptive to new ITV
applications, which are coupled with their favorite entertainment content. Given that music
TV channels are considered to be innovative (Knobloch, 2003).

Children buying behaviour

The particular craze to managing advertising decreased inside the 1980s, but regained
energy inside the earlier 1990s having a focus on cigarette advertising (Cross 2002). In 1997,
a lawsuit and also settlement between key cigarette businesses, the government, and many
point out lawyers basic ended in a good deal through the cigarette businesses never to employ
anime people into their advertising, due to possible fascinate little ones(P, Lesser, Robertson,
R, & Ward, 1980).

The particular substantial attention, reputation, as well as liking of your animated
spokes-character in the present study tend not to seem to be linked to substantial amounts of
solution choice, intent, as well as option. Super-hero promoting people are usually
continuously produced as well as utilized by internet marketers aimed towards little ones, so
anecdotal data would assist that will spokes-characters probably possess a impacting on
energy that has been certainly not attended to in this study. The energy of an effective spokes-
character is based on how much coverage the smoothness is provided with, or maybe some
other persona facet that may be however unstudied(M, Schumann, & W, 2004).

3. OBJECTIVES OF RESEARCH

The main objective of this research is to identify the children buying behavior in term
of influencing by the product features and the animated spokesperson features. This research
also emphasized on the children commercialization and the pester power of the children. The
research also suggests the importance of animation advertisement that is done by the firms to
some extent in Pakistan
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4. EXISTING WORK

There are the researchers who check out the only impact of product features on the
children buying behavior or only check out the influence animated spokesperson
advertisement characteristics. To attract the children segment the companies invest lot in the
product features (AsimTanvir (Corresponding author), 2012).Consumer product reviews are
now widely known to have a significant influence on consumer purchasing decisions.
Moreover, prior research on consumer decision making has established that consumer-
generated product information on the Internet attracts more product interest than vendor
information. In contrast to product descriptions provided by vendors, consumer reviews are,
by construction, more user-oriented: in a review, customers describe a product in terms of
usage scenarios and evaluate the product from a user's perspective. Despite the subjectivity of
consume revaluations in the reviews, such evaluations are often considered more credible and
trustworthy by customers than traditional sources of information (Nikolay Archak, 2007).

Furthermore, product appearance can provide value in itself; many people like to buy
a product that looks aesthetically pleasing. As the influence of product design on consumer
evaluation is often complex, it is difficult to decide upon during the product development
process. For example, a product with bright colors may be valued aesthetically, but these
same colors may give consumers the idea that the product is of low quality.(Schoormans,
2005).

Animated advertising may be specifically attractive and attention getting to preschool
children because the understandable action, movement, and sound effects associated with
animation embodies perceptual salience. This high level of perceptual salience, coupled with
preschoolers' tendency to focus on only one or two predominant stimuli, may explain why an
animated spokes-character associated with a product is likely to draw a preschooler's attention
better than most other stimuli. Animated spokes-characters are typically large, colorful,
action-oriented, and are accompanied by silly voices and sound effects. The character is often
the focus of the commercial (Neely, 2004).Animated spokes-characters reduce the distance
between companies and consumers, and encourage consumers’ liking for the spokes-character
to extend to the brand and its products (Wen-Shin Huang, 2011).

Gaps in the existing work done

The researchers did lot of work on the related field. But they never check the influence of
product characteristics and the animated spokesperson characteristics at the same time,
although the researchers did very limited work on the influence of animated spokesperson
characteristics on the children buying behavior but there is no work done on the influence of
the product features on children buying behavior. In this technological world it is very
necessary to find out the relationship between product characteristics and animated
spokesperson characteristics.
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5. HYPOTHESIS

The finding and result of the study leads to the acceptance and rejection of the given

hypotheses. The overall study was conducted and revolves around these hypotheses.

His

Functionality influence the children buying behavior

Promotion campaign influence the children buying behavior

Product image and style influence the children buying behavior

Price influence the children buying behavior

Product credibility and intimacy influence the children buying behavior

Animated spokesperson color influence the children buying behavior

Animated spokesperson visibility influence the children buying behavior
Animated spokesperson language influence the children buying behavior
Animated spokesperson Symbols influence the children buying behavior
Animated spokesperson advertisement Sounds influence the children buying behavior
Likeness of Animated spokesperson influence the children buying behavior
Trustworthiness of Animated spokesperson influence the children buying behavior
Familiarity of Animated spokesperson influence the children buying behavior

: There is significant correlation exist in between product characteristics and the

animated spokesperson characteristics.

The given conceptual frame work suggest that product characteristics and animated
spokesperson characteristics are the independent factors while dependent factor are the
children buying behavior. The product characteristics are functionality, promotion campaign,
product image and style, price, credibility and intimacy. The animated
spokespersoncharacteristics are color, visibility, language, symbols and sounds.

41



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

Product characteristics Animated spokes-person
characteristics
Functionality
— -
Promotion |
campaign '_"".'I

Product image

| . |
and style " Children |
Price bu}rlng
behavi
| enavior I Physical appearance
Credibility and , . Color
intimacy — |
| | p— Visibility
.H—' Language
,“‘__ Symbols
— Sounds
Likeness
Trustworthiness
Familiarity

Figure 1. Conceptual frame work of Role of product characteristics and animated
spokesperson characteristics on children buying behavior

6. METHODOLOGY

Primary data collected from the children’s of different schools of Peshawar. The
questionnaire is self-administered questionnaire. The researcher asked the questions by
himself through the structured questionier because the children cannot understand or
sometimes misunderstand the questions. The main advantage of self-administered
questionnaire is that | completely explained the each and every question to the children
responder. This is helpful in get back the full questionnaires and there is no missing
questionnaire. Secondary data is collected through journal articles, conference meetings and
books that help a lot in fulfilling our research literature review and give the brief idea about
my research. His is also helpful in giving the citation
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Sample size of the research is one hundred and fifty (150). The sample size is taken
from the different school children’s of Peshawar. The sample size contains both the gender
and the sample is also collected from the children having age from 4years old to 12 years old.
This sample size is very much considerable for the research. For analysis of statistical tools
we used Spss 20.0 version software. Spss is the statistical package for social science software.
In Spss we applied the frequencies, descriptive statistic, reliability test, and regression and
correlation.

7. RESEARCH DESIGN

Primary data collection

Primary data collected from the children’s of different schools of Peshawar. The
questionnaire is self-administered questionnaire. The researcher asked questions directly from
the children because the children cannot understand or sometimes misunderstand the
questions. The main advantage of self-administered questionnaire is that researcher
completely explained the each and every question to the children responder. This is helpful in
get back the full questionnaires and there is no missing questionnaire.

Sample size

Sample size of the research is one hundred and fifty (150). The sample size is taken
from the different school children’s of Peshawar. The sample size contains both the gender
and the sample is also collected from the children having age from 4years old to 12 years old.
This sample size is very much considerable for the research.

Statistical tools

For processing and analysis of statistical tools we used Spss 20.0 version software.
Spss is the statistical package for social science software. In Spss researcher applied the
frequencies, descriptive statistic, reliability test, and regression and correlation. Spss 20.0 is
the latest software version. This software is used for the calculation of statistical test to find
out the results and analysis. In this we applied test reliability to check out the reliability of the
variables’ questions and also the questionnaire. Reliability is found out through Cronbach’s
alpha. If the result of Cronbach’s alpha is above than .7 so the questions are reliable.

The frequencies statistics are used to find out the response rate of the respondents on
the demographic basis. The regression analysis is applied to check out the influence of
product characteristic and animated spokesperson characteristics. The correlation is use for
the calculation of checking the relation between variables.

Unit of analysis

The data collection is done on the individual basis. But the teaching staff of the
schools helped lot in data collection. The teaching staff of the schools really appreciates the
research activity.
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8. RELIABILITY STATISTICS

Scale Cronbach's
Alpha
Product functionality 815
Product promotion campaign 710
Product image and style 817
Product price .705
Product credibility and intimacy 847
Animated spokesperson color .867
Animated spokesperson visibility .793
Animated spokesperson language 712
Animated spokesperson symbols .809
Animated spokesperson sounds .748
Animated spokesperson likeness .753
Animated spokesperson trustworthiness 117
Animated spokesperson familiarity 714

Interpretation

The reliability statistics Cronbach’s alpha for product functionality is .815. This shows
high reliability of variable’s questions. The reliability statistics Cronbach’s alpha for
promotion campaign is .710. This shows reliability of variable’s questions.

The reliability statistics Cronbach’s alpha for product image and style is .817. This
shows high reliability of variable’s questions. The reliability statistics Cronbach’s alpha for
product price is .705. This shows reliability of variable’s questions. The reliability statistics
Cronbach’s alpha for product credibility and intimacy is .847. This shows high reliability of
variable questions. The reliability statistics Cronbach’s alpha for animated spokesperson
IS .867. This shows high reliability of variable questions. The reliability statistics Cronbach’s
alpha for animated spokesperson visibility is.793. This shows high reliability of variable’s
questions. The reliability statistics Cronbach’s alpha for animated spokesperson language
IS .712. This shows high reliability of variable’s questions. The reliability statistics
Cronbach’s alpha for animated spokesperson symbols is .809. This shows high reliability of
variable’s questions

The reliability statistics Cronbach’s alpha for animated spokesperson sounds is .748.
This shows reliability of variable’s questions. The reliability statistics Cronbach’s alpha for
animated spokesperson likeness is .753. This shows high reliability of variable’s questions.
The reliability statistics Cronbach’s alpha for animated spokesperson trustworthiness is .717.
This shows high reliability of variable’s questions. The reliability statistics Cronbach’s alpha
for animated spokesperson familiarity is .714. This shows high reliability of variable’s
questions.
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9. REGRESSION ANALYSIS OF INDEPENDENT VARIABLE PRODUCT
CHARACTERISTICS ANDDEPENDENT VARIABLE CHILDREN BUYING
BEHAVIOR

Table 14. Model Summary

Model
Adjusted R- Std. Error of the
R R-square square estimate
1 .904° 817 811 .23086
a. Predictors: (Constant), credibility and Intimacy, Promotion Campaign,
Functionality, Price, Product Image and Style

Interpretation

The table no 14 shows that the R value is .904. The value of suggest that independent
variable product characteristics has 90.4% correlated with the dependent variable children
buying behavior. The R? value is .817 which means that the independent variable product
characteristics explained 81.7% of dependent variable. The standard error of the estimate
is .23086.

Table # 15.ANOVAP

Model Sum of Squares [df Mean Square  [F Sig.
1 Regression  |34.301 S 6.860 128.720  |.000°
Residual 7.675 144 .053
Total 41.975 149

a. Predictors: (Constant), credibility and Intimacy, Promotion Campaign, Functionality, Price,
Product Image and Style,

b. Dependent Variable: Buying Behavior

Interpretation

The table no 15 shows that f-value is 128.7 which are greater than mean value 6.860
and the p-value is 0.000 which shows that the statistical model is significant even at 99%.
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Table # 16. coefficient

Model Unstandardized Standardized |t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) .816 123 6.637 .000
Functionality .155 .030 223 5.156 .000
Promotion Campaign | .153 .024 261 6.361 .000
Product Image and 158 .038 .256 4.134 .000
Style
Price .318 .043 417 7.367 .000
Credibility and .002 .039 .003 .050 .960
Intimacy

a. Dependent Variable: Buying Behavior

Interpretation

The table No 16 shows the regression analysis of the product characteristics and
children buying behavior. This test applied to check out the influence of product
characteristics on children buying behavior. The table shows the t-value of few variables. This
table shows that functionality has significant relation with the dependent variable children
buying behavior. This means that functionality explained 20.3% of dependent variable. The
promotion campaign has significant correlation with the dependent variable. The promotion
campaign explains 26.1% of dependent variable. The product image and style has significant
relation with the dependent variable which means that product image explained 25.6% of
dependent variable. The price has insignificant correlation with the dependent variable which
means that price explain 41.7% of dependent variable. Credibility and Intimacy has
significant relation with the dependent variable so the Credibility and Intimacy explain .3%,
Functionality has significant relation with the dependent variable children buying behavior.
This means that functionality explained 20.3% of dependent variable.
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10. REGRESSION ANALYSIS OF INDEPENDENT VARIABLE ANIMATED
SPOKESPERSONCHARACTERISTICS AND DEPENDENT VARIABLE
CHILDREN BUYING BEHAVIOR

Table# 21: Model Summary

Model
Adjusted R- Std. Error of the
R R-square square estimate
1 .981° .963 961 .10533
a. Predictors: (Constant), familiarity, Visibility, Color, TRUSTWORTHINESS,
Sounds, Symbols, Language, Likeness

Interpretation

The table no# shows that the R value is .981. The value of suggest that independent variable
animated spokesperson characteristics has 98.1% correlated with the dependent variable
children buying behavior. The R? value is .963 which means that the independent variable
product characteristics explained 96.3% of dependent variable. The standard error of the
estimate is .23086.

Table # 10.ANOVAP

Model Sum of Squares | df Mean Square F Sig.
1 Regression 40.411 8 5.051 455.316 .000?
Residual 1.564 141 011
Total 41.975 149

a. Predictors: (Constant), familiarity, Visibility, Color, TRUSTWORTHINESS, Sounds, Symbols,
Language, Likeness

b. Dependent Variable: Buying Behavior

Interpretation

The table no# shows that f-value is 455.316 which is greater than mean value 5.051
and the p-value is 0.000 which shows that the statistical modal is significant even at 99%.
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Table # 22. Coefficient

Model Unstandardized Standardized |t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 374 .073 5.130 .000
Color 297 021 .393 14.128 .000
Visibility -.006 .028 -.006 -.208 .836
Language 232 .032 .285 7.287 .000
Symbols 119 .023 181 5.087 .000
Sounds .026 .034 .033 .754 452
Likeness 104 .034 132 3.038 .003
Trustworthiness .033 .022 .041 1.522 130
familiarity .080 .027 .095 2.975 .003

a. Dependent Variable: Buying Behavior

Interpretation

The table No#11 show the regression analysis of the product characteristics and
children buying behavior. This test applied to check out the influence of animated
spokesperson characteristics on children buying behavior. The table shows the t-value of few
variables. This table shows that color has significant relation with the dependent variable
children buying behavior. This means that color explained 39.3% of dependent variable. The
visibility has insignificant relation with the dependent variable. The visibility explains -00.6%
of dependent variable. The language has significant relation with the dependent variable
which means that language explained 28.5% of dependent variable. The symbol has
significant correlation with the dependent variable which means that symbols explain 18.1%
of dependent variable. Sounds have insignificant relation with the dependent variable so the
sounds explain 3.3%. Likeness has significant relation with the dependent variable so the
sounds explain 13.2%. Trustworthiness has insignificant relation with the dependent variable
so the sounds explain 4.1%. Familiarity has significant relation with the dependent variable so
the familiarity explains 9.5%.

HO  Animated spokesperson color does not influence the children buying behavior

H1  Animated spokesperson color influence the children buying behavior

Color has significant relation with the dependent variable children buying behavior. This
means that color explained 14.128% of dependent variable. So the alternate hypothesis (H1) is
accepted.

HO  Animated spokesperson visibility does not influence the children buying behavior

H1  Animated spokesperson visibility influence the children buying behavior

The visibility has insignificant relation with the dependent variable. The visibility explains -
20.8% of dependent variable. So the null hypothesis (HO) is accepted.
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HO  Animated spokesperson language does not influence the children buying behavior

H1  Animated spokesperson language influence the children buying behavior

The language has significant relation with the dependent variable which means that language
explained 28.5% of dependent variable. So the alternate hypothesis (H1) is accepted.

HO  Animated spokesperson Symbols does not influence the children buying behavior

H1  Animated spokesperson Symbols influence the children buying behavior

The symbol has significant correlation with the dependent variable which means that symbols
explain 18.1% of dependent variable. So the alternate hypothesis (H1) is accepted.

HO  Animated spokesperson advertisement Sounds does not influence the children buying
behavior

H1  Animated spokesperson advertisement Sounds influence the children buying behavior
Sounds have insignificant relation with the dependent variable so the sounds explain 3.3%. So
the null hypothesis (HO) is accepted.

HO  Likeness of Animated spokesperson does not influence the children buying behavior
H1  Likeness of Animated spokesperson influence the children buying behavior

Likeness has significant relation with the dependent variable so the sounds explain 13.2%.So
the alternate hypothesis (H1) is accepted.

HO  Trustworthiness of Animated spokesperson does not influence the children buying
behavior

H1  Trustworthiness of Animated spokesperson influence the children buying behavior
Trustworthiness has insignificant relation with the dependent variable so the sounds explain
4.1%.So the null hypothesis (HO) is accepted.

HO  Familiarity of Animated spokesperson does not influence the children buying behavior
H1  Familiarity of Animated spokesperson influence the children buying behavior
Familiarity has significant relation with the dependent variable so the familiarity explains
9.5%.S0 the alternate hypothesis (H1) is accepted.

11. CONCLUSION

Today the children are very much aware the product features and their purchase
decisions. The firm must focus the children segment because children influence the family
decision. The product price and animated spokesperson color have high influence on children
buying behavior.

As we know that Pakistan is developing country so the people of Pakistan are very
much price conscious. The daily talk of parents in homes about price fluctuation makes the
children more sensible about prices. The children demanded those products which their
parents afford easily. Along with price the children also care about the product functionality,
and product style. The children give preference to the stylish products. The promotion
campaign of product also plays a key role on buying behavior of children.

The animated spokesperson color attracts the children mostly. The children like the
colors. They wanted to adopt the same colors of their animated hero. The color has high
influence on the children. The language used in animated spokesperson advertisement,
symbols, likeness and the familiarity also influences the children buying behavior.
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Recommendations

The firms must use the animated spokesperson. The firm makes the animated
character which represents the children and the teen agers as well. The animated spokesperson
characters are very much liked in Pakistan. These characters provide healthy entertainment in
sense of ethics.

Scope for future research

The other researchers if they want to work on the same topic so they increase the
sample size to get better results. They conduct research in other region rather than Peshawar
and they also check out the comparative study as well. The researcher also works on the story,
episodes and the movies impact on children and adult buying behavior.

The future researchers also expand the line of comparative studies in between adult
and children. The future research areas are that the researcher work on moderating variables
such as communication medium.
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THE ROLE OF THRIVING AND TRAINING IN MERGER SUCCESS:
AN INTEGRATIVE LEARNING PERSPECTIVE

Mahima Thakur, Anjali Bansal, Peter Stokes
Faculty of Management Studies, University of Delhi, India

Abstract: This empirical investigation produces a prescriptive framework of merger success
borrowing from the integrative learning model of growth and thriving (Spreitzer, 2012). This
research paper studies the data which has been collected from employees of a public sector
organization (N=117) that had had a merger with a software company to deliver its IT
services. The results point towards the facilitative role of training (awareness, human capital
development & adaptive/ cross-cultural elements) in developing feelings of psychological
empowerment, thriving, commitment and satisfaction with the merger. Thus the investigation
points at the impact of training on psychological variables as well as pointing at the
advantages of qualitative data in training effectiveness assessment. In this study qualitative
and quantitative data were collected (N=117). The study presents a prescriptive model of
handling cross-cultural conflict between the young IT engineers and the older senior
management of the parent group. While the quantitative data indicate certain aspects of the
issues and point in a particular direction, the complementary qualitative data assisted in
unearthing significant undercurrents. Though quantitative analysis indicates a significant
relationship between implementation of training and growing organizational commitment
among employees, at the same time, qualitative data underlines the resentment of the
employees regarding the cross-cultural conflict. The M&A literature observes a huge gap in
the field of M&As, as the emphasis has always been on financial and operational aspects of
M&As. Thus, this study addresses this gap in research and opens the avenues for M&A
researchers to consider HR as the strategic partner during M&As. The study has important
implications for MNCs operating in India and for those which want to excel the Indian market
through M&A. This paper is based on the original field work and every information given is
authentic.

Keywords: merging of companies, public sector, training of employees
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Abstract: In modern conditions the human resources of the organization determine the
effectiveness of its activities. However, companies operating in the real estate market do not
pay enough attention to the quality of the personnel selection and its assessment which further
leads to a large number of administrative errors. This article discusses the benefits of such an
effective method of assessing personnel as an assessment centre.

Keywords: selection and evaluation of personnel, assessment centre, professionally important
qualities of workers, professional competence.

1. INTRODUCTION

Currently, the major Russian cities (Moscow, St. Petersburg, etc.), despite the large
influx of foreign labor, obviously lack qualified personnel. Especially it concerns the rapidly
growing real estate market. Although the labor market of building trades specialists seems to
have reached saturation, the skill levels of many construction and development companies are
poor. In this connection it is necessary to introduce advanced, efficient technologies for the
selection and evaluation of personnel into organizations. These technologies should be
designed by taking into account both external to the organization ( the economic situation in
the country and the world, the situation on the labor market in real estate, etc.) and internal (
stage of life cycle of the organization, its position in the industry, etc.) factors.

In our opinion, the introduction of modern methods and techniques for selecting and
evaluating personnel in real estate is also determined by problems faced by organizations in
their practice: the absence of well-functioning system of selection of candidates for vacant
positions; the lack of developed requirements for candidates in a number of organizations;
incoherence between the objectives of the selection and evaluation of personnel, on the one
hand, with the goals and objectives of the organization at a particular stage of its
development, on the other; the need of finalization (corrections) of foreign technology
selection and evaluation of personnel and creation of domestic developments in this area; the
need to introduce and teach new modern technology of the personnel selection to human
resources managers, shortage of qualified professionals capable of holding selection and
evaluation of personnel qualitatively; subjectivity in the evaluation of applicants for vacant
positions.

As the analysis of theoretical sources showed, domestic scientific literature on human
resource management, labor economics and management theory lacks papers devoted to
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comprehension of new technologies of personnel selection (such as the assessment centre),
and there are no papers devoted to the peculiarities of selection and assessment in the field of
Real Estate, which determines the relevance of this article.

First of all, we should define the purpose of the recruitment process. According to
M.Armstrong (Armstrong, 1999), "the ultimate goal of the recruitment process should be to
hire a certain number of employees of a certain quality at minimum costs in order to meet the
needs of human resource” [1]. The author believes that the procedure for selection of staff
should include three stages:

1. Determination of requirements - Preparation of job descriptions and lists of the
requirements for candidates; a decision on conditions of employment.

2. Attracting candidates - review and evaluation of internal and external sources to
attract candidates, placing advertisements for recruitment, appeal to agencies and
consultants.

3. Selection of candidates through a thorough analysis of questionnaires, conducting
interviews, testing, evaluation of candidates, work of the evaluation centre,
employment offer, receiving recommendations, preparation of an employment
contract. [1]

Currently, interview is the main method of staff selection for the organizations, despite
the fact that it has been repeatedly proved that an interview is an inefficient method of
predicting success in work. D.Smat (Smart, 1983), for example, claims that only 94 out of
1,000 candidates having the traditional interview, answer honestly. [1] Reliability study, the
results of which S.Teylor (Taylor, 1998) refers to, show that the value of the traditional
interview is questionable, and staff assessment centres (assessment centre), psychometric
tests, biography and structured interviews are more accurate selection methods [1].
T.Yu.Bazarov also believes that an interview as a method of staff selection is ineffective (the
level of efficiency of the traditional interview is not more than 30%). According to the author,
the most effective method of selection of personnel is a staff assessment centre (level of
efficiency 70-80%) [2].

Staff Assessment Centre (assessment centre) combines a number of methods to assess
staff and usually has the following features:

1. Focus on behavior.

2. Applicable tasks reproduce key aspects of work. These include role-playing

and group tasks. It is assumed that the execution of these modelled tasks

predicts behavior at work.

In addition to group tasks interviews and tests are used.

4. Completing tests is judged on several aspects in terms of the skills required to
achieve the desired level of a particular job or required at a particular location
in the organization.

5. Simultaneously several candidates or participants are evaluated to allow them
to interact, discover and apply their professional experience.

.
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6. To assess more objectively, several evaluators or observers are invited. It is
desirable to attract senior executives. Evaluators should be carefully prepared.

[1]

The basic idea of assessment- centre is that candidates for certain positions perform
tasks corresponding to the most important components of professional activity. According to
S.A.Manicheva "The object of the assessment in the assessment centre is maturity of
participants according to required operating behavior."” Thus, the assessment focuses entirely
on competence [4].

M.Armstrong believes that assessment centre provides opportunities to show the
extent to which candidates match the culture of the organization. This is established by
observing their behavior in a variety of typical situations and through a series of tests and
structured (in-depth) interviews. In addition, assessment centres allow candidates to
understand the organization and its values better, to decide for themselves whether they
correspond to them or not.

Checking candidates in the assessment centres is similar to the following:

1. Playing on the allocation of scarce material and financial resources with the
change of conditions.

2. Discussion on promotion of an imaginary employee, in which everyone
defends "the ward" (shows the ability to convince others ).

3. Making in the limited time decisions on matters within the competence of

the post, which the candidate is expected to take up.

A 10-20 minute interview with each participant.

Analysis of management information and serving as a consultant.

A group analysis. Members of the group provide information about their
mutual expectations and then discuss differences and their causes.
Assessment centres can be used not only for the selection and evaluation of
personnel, but also for the evaluation of the potential of employees to create
personnel reserve, staff development and staff turnover.

o oA

Thus, in this paper we analyzed such a modern and reliable method of selection and
assessment as the assessment centre, which allows companies operating in the real estate
market hire the most efficient staff. Since, as it has already been noted, the real estate market
is one of the most dynamic markets in Russia and the requirements for personnel working in
the construction and real estate development companies are quite high. Interview, the most
common method of selection and assessment in Russia, can not accurately evaluate the
professional competence and motivation of potential employees - this requires more reliable
and efficient methods. One of these methods, to our mind, is an assessment centre.
Application of this method will allow Human Resources departments of companies operating
in the real estate market to improve the quality of selection and assessment of staff and it will
have a positive impact on the efficiency of the company and increase its level of
competitiveness.
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Abstract: Specific features of residential and municipal/public economy as a social
significant industry determine requirements to models reflecting reciprocal influence of
indices of satisfaction, loyalty and economic indices of operation. The article presents
definition of requirements along with development of technologies for modeling influence of
satisfaction and loyalty on consumer behaviour of clients. The authors demonstrate
trustworthy statistical results of correlative interrelationship of different factors. There have
been designed regression models for taking management solutions by executives of
maintenance companies.

Keywords: residential and municipal/public services, satisfaction, loyalty, readiness,
measuring, correlation, regression

1. INTRODUCTION

In Russia household expenditures on residential and municipal services in average
annual income are from 10 to 11% for families with average income and 15-17% for families
with a low life level. The government takes measures to ensure that the cost of housing does
not exceed 20% of the total family income that is critical for social stability. The social
stability depends largely on the management of this branch, the political crisis in Bulgaria
indicates that the growth of spending in the sector, in particular on electricity, makes citizens
be involved in rallies, and the government has to resign.

In traditional marketing research satisfaction, as well as loyalty is a consolidated index
that shows, according to the level of significance, general assessment by consumers of various
factors affecting their satisfaction with the quality, service, price and image of the company.
Such integrated assessment is an indicator of the current level of satisfaction, and it allows to
monitor its dynamics, to compare to the competitors, to use the planned values when
developing KPI, but does not allow to make quantitative assessment of the impact of definite
factors on the achieved level of satisfaction. Also when forming offers to clients in the sphere
of residential and municipal services it is necessary to identify those aspects of the service
quality, which are the drivers of loyalty and form the readiness of the client for purchasing
additional services.
It is clear that in real business the list of those, besides the mentioned above, that affect the
readiness to purchase additional services, is much broader and includes a number of economic
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indices. However, in this article we will restrict ourselves by formulating such a problem that
illustrates proposed by the authors methods of modeling and research of the market of
residential and municipal services. Speaking about NPS methods, from our point of view,
the applied evaluation methods of the share of loyal customers do not allow to identify the
reasons for selecting a particular alternative answer [7]. During the development of tools for
the measurement of the net promoter index a standard form was supplemented with an
implied question about the reasons for a choice of an answer variant, and, consequently, about
the reasons for forming customer loyalty.

The development and approbation of methods for modeling and research was based on
a large number of data collected in the framework of the pilot interregional study of
satisfaction with services of MCs in the field of RMS. These data were included into the
questionnaire survey of 500 customers using the services of RMS provided by the
maintenance companies with different organizational forms.

Here are some results that allow to substantiate the effectiveness of the proposed
approach for the purposes of the survey of customer satisfaction with residential and
municipal services and to assess the impact of the satisfaction factors on the readiness to
purchase additional services.

On the basis of processing the questionnaires of 500 customers using the residential
and municipal services of eight maintenance companies, at the first stage of the described
algorithm the histograms of customer responses distributions were built, and then the received
data were summarized in the tables.
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Table 2. Quantitative assessment of the readiness to purchase additional services (dependent
variable y) and satisfaction with the provided services (factors {x)_1,x12,...,x1m) for 8
maintenance companies (MC).

Factors - satisfaction with the provided services
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1 2,16 3,80 |3,86 3,42 | 4,04 | 396 |3,86 |4,00 |3,64 4,06
2 2,66 391 | 4,19 3,20 [ 391 [451 |4,15 (419 |443 4,62
3 2,16 4,45 4,06 4,02 431 |4,18 443 | 4,43 | 4,47 4,39
4 2,6 394 |4,19 323 (394 (452 |419 4,16 |4,39 4,68
5 2,7 390 |4,18 3,18 (450 (390 |4,12 |446 |4,20 4,58
6 1,78 3,34 | 3,04 254 (342 (244 |332 |3,26 |322 3,56
7 2 353 |343 339 (3,73 [261 |3,67 |351 |347 3,63
8 1,7 3,32 | 3,08 256 (340 (440 |392 |352 |3,48 3,82

The resulting selection, characterizing the activities of the eight MCs, consists of the
quantitatively measured factors and the quantitatively measured dependent variable. This
allows then to carry out a complete econometric analysis of maintenance companies in the
sphere of residential and municipal services.

Analysis of the influence of satisfaction with the provided services on the
readiness to purchase additional services.

The most convenient way to detect the influence degree of the factors on the
researched variable is a correlation analysis - calculation and comparison of pair correlation
coefficients of the readiness to purchase additional services and the degree of satisfaction with
the quality of one or another provided service. The corresponding correlation coefficients
calculated on the basis of sample table 2, are given in table 3.

59




International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

Table 3.The coefficients of pair correlation of the factors with purchasing additional services
with readiness.

The readiness to purchase
additional services,(Y)

Quality of provided services (X;) 0,6

Adequacy of services included in the monthly
0,93

payment (X5)

A variety of additional services (X3) 0,39

The quality of the state of a building (X4) 0,73

Professionalism of the staff (Xs) 0,5

Time of order accomplishments (Xg) 0,62

Efficiency of reaction to citizens’ complaints (X7) 0,81

Emotional comfort (responsiveness, courtesy,

: : 0,82
friendliness) (Xs)
Work schedule (Xo) 0,91

All the coefficients of pair correlations are positive - the higher the consumer
assessment of the quality of provided services - the higher their readiness to purchase
additional services. And the most impressive (in descending order), as shown in table 3, the
readiness to purchase additional services is influenced - by “Adequacy of services”, - r =
0,93, “Work schedule” - r = 0,91, “Emotional comfort of interaction (responsiveness,
courtesy, friendliness)” - r = 0.82, “Efficiency of reaction to citizens’ complaints” - r = 0,81,
“the Quality of the state of a building” —

r = 0,73. The correlation coefficient values for these factors are close to figure one.
Therefore, satisfaction with the quality of these services primarily increases the consumers’
readiness to purchase additional services. This conclusion can be used by MCs for making
management decisions, since it shows what levers should be used first.
The proposed method allows to assess not only the level of satisfaction, but also to highlight
the factors, which to a greater or lesser extent, affect its formation, and also to estimate (to
measure) the degree of this influence. As a result, a manager possesses an effective tool for
analysis and improvement of managerial decisions. This method allows to find those
economic indices and to influence those activities of MCs, which to the greatest extent form
the customers’ readiness to purchase additional services.
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Abstract: The growing interest for measuring the performance and contribution of an
industrial organization’s R&D function emphasized the importance of alternative assessment
techniques and methods that could be efficiently used in this complex management activity.
This paper proposes an innovative quantitative approach that uses the characteristic traits of
the Fuzzy sets. Due to the high usability of fuzzy logic in dealing with the inaccuracies and
uncertainties contained in the available management data, proposed model overcomes some
limitations of classical mathematical models based on probability and bivalent logic and
enables more realistic, comprehensive assessment of strategic factors that influence overall
R&D performance.

Keywords: Fuzzy model, quantification, performance indicators, R&D function, industrial
organizations

1. INTRODUCTION

As Rousell indicates, industrial R&D has three main strategic purposes. First, it has to
defend, support and expand existing business by modifying products to improve customer
acceptance or adopting them to relevant standards and regulations. This also implies
improvements in manufacturing processes or developing new manufacturing processes.

Second, it has to drive new business, ie. it has to provide opportunities for new
businesses using existing or new technologies.

Finally, third strategic purpose of R&D is to broaden and deepen technological
capabilities of the organization [7].

To respond to these various tasks, effective R&D management must be purposeful and
connected with the overall business strategy, which means that general managers and R&D
managers work as partners and realistically identify, assess and balance key strategic factors
of R&D function in a way that is congruent with business strategy. Ensuring such a strategic
orientation requires regular review of the R&D performance factors.

Chiessa and Frattini addressed the problem of measuring the performance of an
industrial organization’s R&D function and suggested that R&D performance could be
measured on the basis of the four following classes of indicators:

1. Input indicators (eg. quantity of current expenses, quality of investments, used
technologies, etc.);
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2. Process (eg. average product life cycle length, the average time of redesign, the
percentage of innovation projects that do not meet established schedules, etc.);

3. Output (eg. completed projects, patents, new products developed, etc.);

4. Outcomes (eg. percentage of sales from new products, degree of product improvements,
average cost reductions, etc.) [1].

According to Lager measuring R&D performance and productivity is not very useful
for an organization unless it gives an understanding of how well one is doing and how one
could do better [3].

In order to improve R&D work and make it more efficient in the future, Lager argued
that organization must look for “success factors” which he also called “leading indicators”.

In this context success factors or leading indicators represents specific working
methods and practices that lead to successful development projects.

While this approach underlines the importance of R&D behavior and success factors,
some authors still stress the importance of output performance measures. As a result, these
two activities should be seen as complementary to each other in an efficient process of R&D
performance improvement.

Consequently, managers have to summarize good behavior and best practices into
well-defined success factors and to identify all relevant performance indicators of the
company’s specific type of R&D.

The next task for managers is selection of the assessment approach. As the qualitative
assessments are not expressed numerically, quantitative assessments are much more useful for
the management of the industrial organization.

In practice, the most commonly used approach is based on the personal judgment of
R&D manager whose subjective evaluation is translated into a numeric score. The challenge
in this case is the selection of the most appropriate quantitative method. Due to characteristics
of the R&D function, such as uncertainty and ambiguous of the strategic R&D factors, some
standard and traditional quantitative methods can not provide satisfactory level of assessment.

Therefore, we propose a more sensible approach based on the fuzzy logic. Zadeh
introduced Fuzzy set theory as a mathematical subdiscipline, a tool for decision making under
ambiguous conditions [2].

In that sense intention of Fuzzy set theory is to provide a natural way of dealing with
problems in which the source of imprecision is the absence of sharp defined criteria of class
memberships [4].

According to Zimmermann, Fuzzy set theory provides a strict mathematical
framework in which vague phenomena can be precisely and rigorously studied. Thus the
utilization of fuzzy logic as an ananalytical tool arises in management and organizational
decision models [9].

In this paper, some aspects of fuzzy set theory are also used for developing a model
aimed to assess strategic R&D performance indicators.
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2. FUZZY MODEL

Fuzzy assessment of R&D function performance inevitably begins with the
identification of relevant performance indicators. In this phase managers should consider
indicators relating to the accomplishments of R&D that have value for the industrial
organization and indicators relating to the process of monitoring R&D in terms of results that
it achieves. Thereby, special attention should be given to the success factors or so called
“leading indicators” [3].

There is a number of leading indicators that could be find in industrial organization
and evaluated by the general management and R&D managers. Some of them are defined as
follows:

- Training and development of scientific manpower;

- Using formal innovation processes to manage business relevant innovation projects;
- Willingness to undertake risky projects,

- Knowledge of production structure and market conditions in the industry;

- Conducting detailed analysis of difficulties and failures during the project lifetime;
- Ability to distinguish what is important from what is not,

- Implementation of strong belief in project;

- Collaboration with research institutes;

- Skill and competency profiles of R&D managers [3].

After identification of relevant strategic indicators, managers should use specially
designed questionnaire for the fuzzy assessment (Fig. 1).

In order to evaluate competitive impact of each indicator on the industrial
organization, fuzzy quantification of strength and weakness of identified indicators is
suggested.

In that sense, managers are required to assess value of each relevant performance
indicator from the [-1,1] interval [6].

Negative numbers are used to estimate degree of weakness and positive numbers are
used to estimate degree of strength for each indicators (for instance, if the value of some
relevant performance indicator is estimated by the number 0.7 then, that indicator represents
strength of the organization with 70% of the value, analogly it refers for the negative numbers
but in the sense of weakness).

Questionnaire provides following information’s for each relevant indicator |,
[i=1..n]

1™ - minimal value of the indicator I, ;
|,"™ -maximal value of the indicator 1, ;
I - most probable value of the indicator I, (1™ e[ 1™, 1™ |, where [ 1™, 1/™ | is

interval which contains the value of the indicator I.).
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In this way, each indicator is presented as a fuzzy triangular number:
I_iz(limin’liminmax)-

Questionnaire

Indicator_1 — Using formal innovation processes to manage business
relevant innovation projects

In light of your assessment, how do you evaluate its competitive impact
on the organization? (Draw a mark on the line)

Minimal value

Intensity of weakness Intensity of strength
A -09 -08 -07 06 -05 -04 -03 -02 -01 0 01 02 03 04 05 06 07 08 09 1
The most probable value

Intensity of weakness Intensity of strength

41 -09 -08 07 -06 -05 -04 03 -02 01 O 01 02 03 04 05 06 07 0B 09 I

Maximal value

Intensity of weakness Intensity of strength

4 -09 -08 -07 -06 -05 -04 -03 -02 -0.1

01 02 03 04 05 06 07 08 09 1

(=] )

Level of assurance in estimation (from 0% to 100%)?

Figure 1. Questionnaire for the fuzzy assessment of the R&D performance indicators

Membership function of the obtained fuzzy triangular numbers is defined as follows:
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0, x<|mn
X_I_min .
i min mp
g W exsl
I (x)=14" ' 1)
1
1™ —x
—— — 1™ < x < 1™
|,
0, x> |

Graph of given membership function is presented in Fig. 2.
Next, the level of expert assurance in estimation of each relevant performance
indicator I, i=1,...,n is also requested.

Indicator I-I

0
4 -08 -06 04 02 |0 02 04 06 08 1

degree of weakness degree of strength

Figure 2. R&D performance indicator in the form of fuzzy triangular number

The level of expert assurance is denoted by a,, with values ranging from 0 (0%) to 1
(100%).

Calculating the abscissas of the point of intersection of the horizontal line y =a, with

the graph of the membership function of fuzzy triangular number I_I we obtain the boundaries
of the a, - confidence interval for the indicator I, :

min __ mp min
I =a - 1" +(1-a)- 1,

2
Ian:ax:_ai,hmp_'_(l_'_ai)'limax ()
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min | max

The a;- confidence interval for the indicator I; is denoted by [Iai W
(Fig 3).

N

Indicator Ii

1 ~
I
|
level of expert assurance :
in estimation /T 1
| |
| |
| |
| |
l .
a, - confidence interva
|
| . |
|, min A@wmvlhppA@ma )max

"1 08 -06 -04 -02 |0 02 04 06 08 1

degree of weakness degree of strength

Figure 3. g, - confidence interval of the R&D performance indicator

When managers receive the data of each relevant indicator, it is necessary to calculate
mean of left and right boundaries of all confidence intervals in order to get the confidence
interval of the R&D function:

ﬂigﬁjﬁg% ©)

Based on the obtained confidence interval of R&D function, managers can assess
competitiveness of industrial organization by using linguistic variable: Competitiveness of the
R&D function.

Competitive position of the industrial organization’s R&D function is assessed by
using linguistic variable Competitive advantage, which contained five terms:

- SiCD - Significant competitive disadvantage;
- SmCD - Small competitive disadvantage;

- NoCA - No competitive advantage;

- SmCA - Small competitive advantage;

- SiCA - Significant competitive advantage.

Each term is defined by an appropriate membership function (Fig. 4).
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SiCD - SmCD- NoCA - SmCA - SiCA -
Significant  Small No Small Significant
competitive competitive competitive competitive competitive

disadvatage disadvantage advarntage advantage advantage
1

0
-1 -08 -06 -04 -02 0 02 04 06 08 1

v

Competitive advantage of the industrial organization

Figure 4. Linguistic variable: Competitiveness of the R&D function
3. CASE ILUSTRATION

In an observed industrial organization, organization’s executives identified 10 relevant
performance indicators |, i=1,...,10.

Those indicators were assessed in the way described previously in the paper.
The obtained results are shown in Table 1.
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Table 1. Obtained data of the case illustration

Performance Fuzzy Expert Confidence
indicators number assurance | interval
I, - Using formal innovation [-0.45,-0.20,-0.05] | 0.53 [-0.32.-0.13]

processes to manage business
relevant innovation projects

|, - Training and development of | [0.15,0.52,0.84] 0.80 [0.45,0.59]
scientific manpower
- Knowledge of production [0.36,0.77,0.93] 0.73 [0.66,0.82]

structure and market conditions in
the industry

|, - Patents, completed projects [0.46,0.69,0.87] 0.92 [0.68,0.71]
and new products developed

I, - Average cost reductions [0.34,0.47,0.63] 0.80 [0.45,0.51]
|, - Integration of R&D withthe | [-0.53,-0.30,0.20] | 0.59 [-0.39,-0.09]
company's other function

|, -Average product life cycle [-0.86,-0.73,-0.35] | 0.89 [-0.74,-0.68]
length

|, Experience and creativity of [0.06,0.26,0.47] 0.47 [0.16,0.37]
R&D professionals

I, - Willingness to undertake risky | [-0.15,0.13,0.34] | 0.41 [-0.04,0.25]
projects

l,,- Collaboration with research | [0.30,0.35,0.60] 0.72 [0.34,0.42]
institutes

On the basis of this data, following confidence interval for this organization is
obtained:

[0.125,0.227].

From the Fig 5. it is evident that this organization belongs to the set NoCA (No
competitive advantage) to the degree from 0.55 to 0.75, and at the same time it belongs to the
set SMCA (Small competitive advantage) to the degree from 0.25 to 0.45.

The degrees are found by substituting 0.125 and 0.227 for arguments into the
membership function of the terms NoCA and SmCA. (Fig.5)
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SiCD - SmCD- NoCA - SmCA - SiCA -
Significant  Small No Small Significant
competitive competitive ~competitive | competitive competitive

disadvatage disadvantage advantage |advantage advantage
1

0.25

0
-1 -08 -06 -04 -02 0 |02 04 06 038

WV

— €

Competitive advantage of |the|industrial organization

Figure 5. Linguistic variable: Competitiveness of the R&D function of the
industrial organization’s

4. CONCLUSION

The scope of this paper is built around the fundamental premise that in industry
primary role of R&D is to fulfil overall business objectives and generate competitive
advantage for the industrial organization.

Appraisal of the current state of success factors and identifying strengths and
weaknesses of R&D function is an important and worthwhile task that has to lead to
improving the performance of R&D and fulfilling the purposes of the industrial organization
as a whole.

It stems that industrial organization’s executives are very interested in assessing the
contribution of R&D to economic value creation, in monitoring efficiency and effectiveness
of the R&D activities and in evaluating R&D professionals’ performance.

However, considering the complexity of R&D function and the vague nature of some
key strategic R&D factors, their quantification is not an easy task for managers.
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In order to provide a convenient answer to the problem of the ambiguity and
uncertainty of R&D factors, we proposed framework based on fuzzy logic that could be
viewed as very useful management assistance tool in organizational decision models.

The development of fuzzy set theory in management has been achieved by providing
various software tools that make fuzzy set theory applications more applicable in practice.

Namely, applications of this theory can be found in many disciplines but one of the
areas in which fuzzy sets have been applied most extensively is in modelling for managerial
decision making.

Thus, we indicated on advantages of using fuzzy logic in solving management
problems and introduce a fuzzy assessment model as adequate quantitative method to capture
ambiguous and hard measurable aspects of R&D function.

Proposed fuzzy model allow managers to define priorities with greater clarity and to
make optimal judgments about R&D activities in a particular corporate environment.

In that sense, R&D audit based on the fuzzy logic should be seen as continuous
management process that enables managers to understand the alternative way of how the
industrial organization can effectively assess and exploit its R&D recourses in order to build
and maintain sustainable competitive advantage.
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ANALYTIC METHOD TO DESIGN AND CALCULATE THE
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Abstract: This work developed a calculation that allows memorial design, verification and
design of conventional drums, used in machines that perform transportation of bulk materials.
Conventional drums are those with the disk / hub assembly the ‘plate’ type, united by a weld
bead. This model is questionable for submitting the shaft and the set to high voltage, when is
compared to other types of assembly, but for being the most exemplary employee in the
market requires great attention and improvement of calculation methodologies.

The drums of the project presented in this paper were carried out by the analytical method of
calculation, which requires defined input basic data and standardized with the design of
machines. These basic data are the drum diameter, the distance between the bearings and the
diameter of the shaft in the bearing. The other drum geometries will be calculate of the
designer and verified by the procedure to be presented. And because it is a conventional and
common model has been highly studied, and thus has a routine and tested mathematical
methodology and experienced that will be presented in this article.

Routine calculation presented here was developed in the Mathcad software that allows you to
compare the effective stresses acting with the allowable stresses of each component. In the
shaft deflection, the lifetime of the bearing and the torque applied to the expansion ring. For
this, it is necessary to know the load acting on the drum, the dimensions and material of each
component. This type of scan requires little time designer dedication, machines with low
average speed processors. What makes the project feasible and economic.

This work presents the verification of a drum by this method, and these results will be
compared to calculations of the same drum through the SolidWorks software using the Finite
Element calculation methodology, which competes with the method described.

The method of finite elements is the most feasible only in verification of unconventional
drums, whose Analytical method lacks precision. The principles adopted in this course follow
the criteria of standards CEMA (Conveyor Equipment Manufacturers Association) and NBR
6172/1995 (Transportadores de Correias-Dimensoes de Tambores). In addition to the studies
is recommended as additional literature NBR 8011 (Norma Brasileira de Transportadores de
Correia — Calculo da Capacidade), NBR 8205 (Norma Brasileira — Transportadores
Continuos), Bulk Solids Handling-Belt Conveyor Pulley Design, ANSI / ASME (1985) to
alternating bending and torsion constant and Manual dos Transportadores Continuos da
FACO (Fabrica de Ago Paulista S.A.).

Keywords: conventional drums, memorial design, Mathcad
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Abstract: Intelligence system state has a role to inform executive authorities on potential
dangerous which threatens to undermine the security of vital national values. State, as subject
of security of modern society which has a monopoly on legitimate use of force, establishes a
national intelligence system which consists of intelligence and counterintelligence service.
Strategic concept of human resources management includes planning, recruitment and staff
selection as well as their development, remuneration, health and social care. Due to the
specific working environment and the nature of work of employees in the intelligence
systems, it is required special access to the human resource management. Functionality and
productivity of the state intelligence service is directly related to the quality of employees on
one side, and on the other it is the indicator of strength of a system to defend and to find
potential intentions of others, which is resulted with economic protection and advancement of
the country.

Keywords: intelligence service, human resources, management, staff, productivity,
efficiency.

1. INTRODUCTION

Man as a social being has an innate tendency towards obtaining information from its
environment concerning a potential threat to its security and integrity. Discovering secrets of
opponents and individuals, who are suspected to somehow endanger the safety, was
characteristic of each stage of development of human society. The form of organization of
cognitive activities in modern society is established through national intelligence systems
within the state as the basic subjects and objects of security.”

The most important role of the intelligence system of the state is to ensure the survival
and sustainable development with the help of well-informed about potential challenges, risks
and direct threats aimed at the generally accepted values.® Intelligence system state collects
information about factors that potentially can threat security and at the same time trying to
protect the country from the possibility that the enemy (within the country or abroad) finds
information vital to the safety and survival of the state.Basic principles of operation of

4 Mijalkovski, Milan. Tomi¢, Dusko. Obavestajni sistemi, Pi Pres, Pirot 2013, str.14
5 -
Ibid.
73



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

intelligence service are criticism, self-criticism and objectivity.® The ultimate goal of
intelligence activities is finding out the facts and the truth about the security reality. In
addition to technical and technological resources that significantly facilitate the work of the
intelligence services, the use of agents (human intelligence) when collecting relevant
information remains irreplaceable and most reliable form of the security services of each
state, regardless of its development. For this reason, human resource management within the
security services are provided with extra attention because "agents, as opposed to technical
resources, can penetrate into the soul of man, reveal the plans, intentions and willingness of
object intelligence research™.’

Human resources management is a complex process of planning, selection and
recruitment, as well as their further development, remuneration and health care.® Human
resources are a very important factor for the realization of the objectives of the organization.
Specificity of human resources is reflected in a number of properties they own in relation to
material resources. Human resources, whose capacity is fully utilized in an appropriate and
constructive manner, provide synergistic effect because the overall results of work are greater
than the individual.® The relationship of the organization and its management toward
employees has an impact that is economic, health and social nature. Self-recovery and
development are very important qualities which human resources posses that while using or
entering the work process does not invalidate but confirms and increases.™ In the opinion of
many experts in the field of human resource management, investing in their development and
management is more cost-effective than investing in any other resources, due to the fact that
without human labor there is not possibility for the creation surplus of value.'* Management
structure of the organization, in order to achieve a higher degree of efficiency, seek to
recognize the quality and potential of their human resources and at the same time neutralize
the negative aspects of the same.

Striking a balance between achieving the organization's goals and objectives of the
staff represents the ideal of human resource management. The basic principle which guides
human resource managers is that the right people are in the right place at the right time and in
accordance with their capabilities and demonstrated the results are adequately rewarded.™
The main objectives of human resource management are economic and social nature.
Economic goals are related to material prosperity of labor organizations while social
objectives are associated with the strengthening of the material and social status of

® Ibid.
" Ibid.
8 Kuli¢, Zivko. Milosevié¢, Goran. Risti¢, Slobodan. Upravljanje kadrovima i njihovim potencijalima. Visa
zeleznicka Skola, Beograd 2005., str 12
Kuli¢, Zivko. MiloSevié, Goran. Risti¢, Slobodan. Upravljanje kadrovima i njihovim potencijalima. Visa
zeleznicka Skola, Beograd 2005, str 12
19 pid.
URuli¢, Zivko. Miloevi¢, Goran. Risti¢, Slobodan. Upravljanje kadrovima i njihovim potencijalima. Visa
zeleznicka Skola, Beograd 2005., str 15
12 |hi

Ibid
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employees, providing adequate working conditions and human relations.*® A large number of
internal and external factors affect the management of human resources. Among the internal
factors are the characteristics of work organization, its employees and job characteristics that
staffs are performing. Unlike internal factors that are under the direct control of the
management structure, on the external factors work organization can not influence. External
factors can through economic and social measures of state and authorities (i.e. the adoption of
regulations in certain areas that directly affect the business) make an impact on the business
environment and employees.**

Characteristics of employees belong to the most important factors of human resource
management, since the quality and capacity of staff largely depends on the implementation of
the objectives of the early organization. Personal characteristics of individuals resulting from
the combination of social and biological factors, such as readiness of the initiative and
creative thinking and not just passive execution directives contribute to the implementation of
the business plan of labor organizations. The obligation of management is to recognize the
quality and potential of employees, to motivate and reward appropriately in accordance with
the achieved results. Additionally, the relationship of employees to work, the hierarchy of
decision-making and their motivation for work are factors which, if properly channeled and
directed towards the simultaneous achievement of collective and individual goals may be
crucial for the success of a business system.™

The complexity of modern society and the vast number of actors in the security
interactions constantly increase the need for training security system, actually staffs who are
the main carriers of intelligence activities within the system. Due to the nature of the work
that is unpredictable, dynamic and which often takes place in a stressful environment,
intelligence operations carry a big risk for psychological and physical health of employees.
For the above reasons, a special approach and application of specific criteria through
planning, selection and training of staffs is required. The organizational structure of the
intelligence services, with minor variations, mainly encompasses a wide and extensive
network of employees from different structures. Greater part of the staff consists of officials
such as analysts, intelligence and counter intelligence, while the function of external
consultants is done by persons who, motivated by different interests, perform intelligence
work. (aka. Agency service).*® Planning and conducting intelligence activities carried out in
accordance with the principles of hierarchy and subordination through the work of managerial
and authorities of the state intelligence system. The director of the intelligence services and
administrative management bodies present two levels of decision-making, while the executive
organs directly perform tasks.*’

3 Ihid.

“ Ihid.

5 Ihid.

16 1bid.

"Mijalkovski, Milan. Tomi¢, Dusko. Obavestajni sistemi, Pi Pres, Pirot 2013, str.51
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Agents of intelligence services can be classified on the basis of numerous criteria.

When it comes to the motives, the work of agents can be stimulated by the material,
ideological, revenge and many other reasons.'® Moreover, the agents can be private or official
entities, which based on ability (intellectual or psycho-physical), are assigned the tasks of
intelligence or no intelligence nature. Employees of intelligence services can do their job as
residents who establish and maintain a connection with other agents, as couriers to transmit
oral or written messages or aka. "Tiperi", actually agents that perform the selection of staff
from the intelligence services.'® Due to these specifics of intelligence work, human resources
management in the intelligence system takes a different approach for the selection, training
and development of staff in relation to some other "standard" business systems and
organizations. Most authors dealing with this issue agree in their assessment that the agents of
the intelligence services must possess the following qualities and skills:

Adequate education and intellectual capacity; fluency in at least one foreign language;

The ability of active listening, asking adequate questions at the right time; possession of
conversational skills for effectively transmitting and receiving information as well as
possessing great powers of persuasion;

The ability of critical and analytical thinking; using logic to find alternative solutions to
problems;

Possibility expressed social perception or understanding the motives of social action and
reaction;

Persistence regardless of the obstacles that may arise during the performance of intelligence
tasks;

Taking responsibility for your actions and possessing a positive attitude towards challenges;
Skill objective consideration of its own procedures and the actions of other individuals and
groups / organizations;

Coordination and harmonization of procedures with their own actions and behaviour of other
people;

Making decisions and judgments based on analyzed potential gains or potential losses;
Mediation skills, or having the ability to reconcile the differences between the parties;
Knowledge of laws, political procedures and strategies for the most effective protection of
data, people, and ultimately - State;

Controlling their own emotions and to refrain from any form of aggressive behaviour or
outbursts of anger regardless of the situation;

Excellent knowledge of the psychology of human behaviour;

Electronic literacy and good knowledge of modern technology trends (hardware and
software);

Knowledge of principles and phase human resources management; Positive attitude towards
constructive criticism and high tolerance of stressful situations;

' 1bid.
 1bid.
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e (Good team spirit and cooperative attitude; willingness to help others, especially peers;

¢ Understanding of social events; knowledge of geography and mastery of geographical units;

e Character traits such as loyalty, respect for ethical principles, reliability, self-control,
flexibility;

e Excellent extreme psychological and physical health and motor skills;*

Taking into consideration the above abilities and skills that every agent of intelligence
service must possess, the role of human resource management in the intelligence systems lies
in careful planning, selection, recruitment, training and development of appropriate personnel
who have the capacity to respond to the specific requirements of intelligence operations.

2. STRATEGIC HUMAN RESOURCE MANAGEMENT MODEL OF
INTELLIGENCE SERVICES IN THE UNITED STATES

Experts who deal with the management of human resources in the intelligence
structures of the United States agree in their assessment that the recruitment of staff is delicate
process that requires careful planning and good information about potential candidates.
Intelligence service is one of the high-risk professions because of the situation in which the
agents are often encountered, thus risking his life or freedom. The answer to the question why
people become spies, many American authors from the period of the Cold War seen in four
interrelated and complementary motives - money, ideology, coercion, ego (money, ideology,
compromise, ego — MICE).**

Internal study, which included 104 American spies to active status of 1947-1989 was
conducted with the aim of determining the primary motives of agents in carrying out
intelligence work. Most respondents said that money is the only or the first on the list of
motives which were directed at the intelligence direction.?? Ideologically motivated agents
occupy special attention to HR professionals since specified types of agents is very loyal
which constitutes an essential item in the selection of staffs, because the reliability of highly
rated on a scale characteristics that an agent must possess. Agents who were recruited through
blackmail and pressure can be used (i.e. as a source of information that are vital to the
country) but is not a reliable staff because they are due to coercion full of accumulated anger
and conduct business out of necessity to avoid punishment because of the situation that they
were in a vise position spies under duress.

The complexity of the behavior and motives of potential agents is much broader than
the narrow framework of MICE, says American psychologist of modern age Robert
Cialdini.?® In his studies dealing with the study of the principles underlying the recruitment

http://www.mymajors.com/career/secret-service-agent/skills/

'Burkett, Randy. An Alternative Framework for Agent Recruitment: From MICE to RASCLS. Studies in
Intelligence Vol. 57, No. 1 (Extracts, March 2013)

“Ibid.

Zlbid.
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and further development of agents of the intelligence services, Professor Cialdini highlights
the importance of "reciprocity, authority, scarcity, commitment and consistency, affection and
social approval (reciprocation, authority, scarcity, commitment/consistency, liking, and social
proof—RASCLS)“.** Items listed above, if the habitual practice form the basis for the
manipulation of people and can serve recruiters intelligence services effective basis for
finding potential candidates. The process of selection and recruitment of potential agents has
several stages:

e spotting and identifying individuals who possess the skills, knowledge and abilities needed to
work in the intelligence services

e Developing relationships with the selected candidate to assess whether it will be able to meet
the needs of the service

e Regular recruitment process

e Training provided in the workplace, including simulation tasks that will be used as an agent to
meet during the performance of intelligence tasks

 Adoption of a final decision on the admission of candidates to employment?

The principle of reciprocity is applied in the initial stages of recruitment, when
establishing relationships with potential agent. Small gestures of attention to the training
agent (providing information about everyday problems, technical assistance, etc.) create a
sense of obligation to the agent returned the favor. Position the authority of human resource
management in relation to the candidate plays an important role because it affects the
potential agent to be productive and compliant. The principle of scarcity is based on the fact
that lies at the basis of human nature and refers to the increasing demand and desire for
objects or phenomena that are not easily accessible. This principle is an important stage in the
process of recruiting new staff because it creates the possibility of "out of play” and
encourages agents in training to demonstrate the willingness and the real motives for working
in intelligence. Commitment and consistency provide the opportunity to develop a sense of
obligation for candidates, for example reference to a previously successfully carried out the
task. Liking as principles governing recruiters intelligence agencies involves building a
positive attitude towards the candidate with the purpose of seeing its potential weaknesses.
Social approval is a principle that is used in the process of candidate selection for intelligence
agencies to encourage candidates to think about its actions as a socially acceptable and the
like, because it is inherent in human nature that some appear assign the epithet of eligibility
through observing others and comparative analysis.?

MICE theoretical framework for understanding the behavior and motivations of agents
tends to view human resources in a negative light in contrast to the modern theoretical

241 1h;
Ibid
»Burkett, Randy. An Alternative Framework for Agent Recruitment: From MICE to RASCLS. Studies in
Intelligence Vol. 57, No. 1 (Extracts, March 2013)
261 i
Ibid.
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approaches such as RASCLS, which provides a broader and deeper insight into the behavior
of the candidates during the recruitment and selection.?’
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SIGNIFICANCE LOGISTICS CENTERS, THEIR ROLE AND TASK
WITH REVIEW SITUATION IN THE REPUBLIC OF SRPSKA

Zeljko Stevi¢
Univerzitet u Istocnom Sarajevu, Saobracajni fakultet Doboj, Bosnia and Herzegovina

Abstract: In today's world it is impossible to efficient operations without the knowledge-
based logistics, logistics personnel and information technologies that make up an integrated
system. It is necessary to know the entire logistics supply chain, where logistic centers play a
major role and are an indispensable part of the chain. The paper describes the importance of
the functioning of logistics centers and benefits that are realized their existence. We analyzed
the territory of the Republic Srpska where there is no logistics center, and have been proposed
as potential locations for the construction of a logistics center based on studies, projects and
studies that have been done in a given area.

Keywords: logistics center, location, transport, optimization.
1.UVOD

Danas u poslovanju bilo kog sistema logistika je itekako prisutna kao i logisticki
troskovi, koji imaju znatan udio u ukupnim troSkovima poslovanja. Stoga racionalizacijom
logistickih sistema, aktivnosti 1 procesa omogucava se smanjenje troSkova, povecanje
kvaliteta i smanjenje vremena trajanja isporuke robe ili vremena trajanja neke od logistickih
operacija 1 sl. §to u sustini predstavlja logisticki trougao. Zadovoljenje 1 ispunjenje ovih
zahteva postize se razvojem i izgradnjom logistickih centara na povoljnim lokacijama koje su
podobne i sa aspekta saobracajne povezanosti i1 sa aspekta korisnika. Formiranjem logisti¢kog
centra vr§i se konsolidacija robnih tokova a funkcionisanje logisti¢kog sistema bez toga je
danas neshvatljivo, neprihvatljivo i potpuno neracionalno, posebno ako se uzme u obzir
koli¢ina robnih tokova koja se uvozi iz raznih zemalja Evrope i1 sveta. Nacin racionalizacije
troSkova jeste kontejnerizovanje robe i primena intermodalnog transporta, a opet to zahteva
postojanje logistickog centra sa svim prate¢im podsistemima i posedovanje odredene
pretovarne mehanizacije.

2.FAKTORI I CILJEVI RAZVOJA LOGISTICKIH CENTARA

Logisticki centri kao ideja i realna forma egzistiraju ve¢ duzi niz godina. Medutim
njihovi osnivaci, funkcija, struktura i ciljevi razvoja su tokom vremena dobijali razlicite
oblike 1 razlicite nazive 1 funkcije, kako u terminoloskom tako i u tehnoloSkom smislu. Robni
tokovi su uzro¢no-posledi¢ni faktor stalnog porasta prostornih, vremenskih i koli¢inskih
transformacija u neprekidnoj smenjivosti aktivnosti pakovanja, utovara, transporta,
skladiStenja, ponovnog pretovara, transporta, istovara, skladistenja, isporuke itd. Upravo ova
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podrucja se neprekidno istrazuju i analiziraju u pogledu moguénosti racionalizacije, ubrzanja
protoka robe, povecanja efikasnosti logistickih sistema, harmonizacije logisti¢kih procesa i
kooperacije uc¢esnika u logistickim lancima. [10]

Razvoj mreze logistickih centara na nacionalnom i1 medunarodnom planu predstavlja
preduslov optimizacije transportnih i1 logistickih lanaca. Osnivanjem i razvojem robno-
transportnih centara visestruko se ostvaruju ciljevi saobracajne politike jedne zemlje, ciljevi
urbanizacije, ciljevi regionalne privrede kao i ciljevi zaStite prirodne i Zivotne sredine.

Za mesto i ulogu robno-transportnih centara u logistickim tokovima postoje dve
osnovne opcije:

0 robno-transportni centri se nalaze u prostoru privrednih sistema koji Salju ili primaju
robu, kao S§to su industrijski kompleksi, trgovacki centri itd.,
0 robno-transportni centri se nalaze negde na putu izmedu posiljaoca (preduzeca) i

primaoca robe (potrosaca) i oni su u funkciji logistike nabavke, logistike distribucije
ili logistike povratnih materijala. [10]

Ciljevi razvoja logistickih centara najcesSce se klasifikuju prema podru¢ju drustveno-
privrednog interesa, interesnim grupama, makro, meta i mikro aspektu posmatranja sistema
robno-transportnog centra, a razli¢iti aspekti posmatranja i izdvajanja ciljeva razvoja robno-
transportnih centara omogucavaju njihovo razlicito strukturiranje, a u nekim slucajevima
dolazi i do preklapanja ciljeva iz razli¢itih grupa.

Zahteve za kvalitetnom logistickom uslugom kao §to su: kompletnost, brzina, ta¢nost,
pouzdanost, bezbednost, fleksibilnost, ekonomicnost 1 dr., uspeSno mogu da ispune jedino
transportni  sistemi zasnovani na logistickim principima, kooperaciji, koordinaciji 1
tehnologijama kombinovanog, intermodalnog transporta. Parcijalni transportni sistemi i
nosioci usluga nikada ne mogu samostalno i uspeSno realizovati stroge trziSne zahteve.
Logisticki centar predstavlja sistem koji marketin§kim, informacionim, organizacionim,
tehnoloSkim 1 drugim reSenjima obuhvata razlic¢ite vidove transporta, razli¢ite davaoce 1
korisnike usluga, a u cilju pruZzanja kompletne logisticke usluge.

Zastita zivotne sredine je jedna od najznacajnijih 1 najce$¢ih tema danaSnjeg
savremenog drustva i privla¢i veliku paZznju razvijenih evropskih zemalja na svim poljima
razvoja 1 prosperiteta. Ova problematika je naroCito izrazena na podru¢ju saobracaja i
transporta kao znacajnog izvora zagadenja Zivotne sredine, kako u pogledu emisije izduvnih
gasova, tako 1 u pogledu buke. Razvojem logisti¢kih centara obezbeduje se intenzitet robnih
tokova koji ekonomski opravdavaju primenu kombinovanih transportnih lanaca u kojima
drumski transport preovladava samo u obavljanju odvozno/dovoznog rada od gradskih vlasti
do nosioca realizacije i korisnika transportnih usluga. [1]
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OPSTE PRIVREDNI SAOBRACAINO-
LOGISTICKT
PROSTORNO S EXOLOSK:
L ANEN AN SERS BEZBEDONOSNI

ENERCETSKI EKONOMSKI

Slika 1. Ciljevi razvoja logisti¢kih centara [1]

Logisticki centri su polazni, zavrSni i tranzitni ¢vorovi transportno-saobracajnog
sistema, locirani na obodu aglomeracija, vrse funkciju povezivanja i integrisanja saobracajne
infrastrukture drumskog, zeleznickog 1 re¢nog saobracaja. To su infrastrukturna transportno-
saobracajna ¢vorista koja stvaraju preduslove efikasnog uskladivanja i koris¢enja saobracajne
infrastrukture i raspolozivih saobracajnih sredstava u skladu sa traznjom transportnih usluga,
pri ¢emu se ostvaruje smanjenje troskova, zakrCenja u saobracaju, poboljSanje protoka
saobracaja, snizenje troSkova eksploatacije saobracajne infrastrukture i sredstava, ukidanje
glavnih uzroka saobracajnih nezgoda itd.

Razvojem logisti¢kih centara i njihovim povezivanjem u jedinstvenu mrezu na
zaokruzenom nacionalnom prostoru moguce je zadovoljiti Siri skup ciljeva razli¢itih
interesnih grupa pocev od drZavnih, regionalnih, opStinskih i gradskih vlasti do nosioca
realizacije i korisnika transportnih usluga. [1]

Osnovna postavka od koje treba poc¢i da bi se bolje razumela ideja o formiranju
logisti¢kih centara jeste pruzanje logistickih usluga na mestima prekidanja transportnog lanca
i dalje distribucije robe u okruZenju.

Uloga logisti¢kih centara, moze se bolje razumeti analizirajué¢i period Sezdesetih
godina kada je doslo do koncentracije rada na manji broj lokacija u okviru distributivnih
mreza U Evropi, na nacionalnom nivou, u kom periodu umesto da isporucioci direktno
isporucuju robu, ona se isporucuje iz distributivnih centara.

Na ovaj nacin stvaraju se logisticke distributivne mreze u okviru kojih dolazi do
stvaranja distributivnih centara iz kojih se prosiruje delokrug opsluzivanja ¢itavog podrucja.
Ovakva distributivna mreza i distributivni centri prvo su se pojavili u industriji, radi
snabdevanja iste repromaterijalima kao i kod trgovackih preduze¢a radi snabdevanja-
distribucije robe, direktno u prodajnu mrezu ili indirektno preko distributivnih skladista.

Stvaranje logistickih sistema u industriji i trgovini, dovelo je do stvaranja logistickih
sistema i u oblasti saobracaja, kako na nacionalnom tako i na medunarodnom nivou. Davaoci
logistickih usluga su takode konstruisali logisticke mreze i u okviru njih skladista, sabirne
centre, terminale u nekoliko strateskih tacCaka, lociranih u aglomeracijama sa ve¢om
koncentracijom rada, koji imaju ulogu saobracajnih ¢vorova a koji poprimaju karakter
logistickih centara.
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Logisticki centri prema tome, predstavljaju komplesksna mesta u kojima se logisticke
mreze preklapaju, kojima moze upravljati sama transportna organizacija ili to mogu da ¢ine
zajednicki proizvodaci, potrosaci i distributeri uz koris¢enje davalaca usluga.

Postoji tesna korelaciona veza izmedu vrednosti proizvoda, troskova zaliha i
ucestalosti isporuke proizvoda. U organizacionom smislu, ova korelaciona veza ima veliki
znacaj za polarizaciju logisti¢kih usluga, svodenje zaliha na nultu poziciju, $to prouzrokuje
razli¢it pristup u formiranju logistickih mreza i zadataka logistickih centara kao njihovih
polova. Logisticki centri postaju amortizeri proizvodaca sa Sireg podrucja, pri ¢emu se
stvaraju uslovi za optimalnu lokaciju logistickih centara, koje koriste veci broj proizvodaca i
distributera. Na ovaj nacin dolazi do polarizacije logistickih centara i uzajamne veze koristeci
povratnu spregu. Polarizacija jedne lokacije utice na polarizaciju druge, §to dovodi do
nastajanja velikih logisti¢kih koridora.

Klju¢ni faktor za izbor lokacije logistiCkog centra jeste pozicioniranje transportnih
usluga, njihova vrsta kao i interes korisnika logistickih usluga.

Zato je vazno da Korisnici usluga budu sto blize logistickom centru kako bi se
ostvarila projektovana efektivnost i efikasnost, stvorili uslovi za povecanu ponudu logisti¢kih
usluga, obezbedili: visoka produktivnost, kompatibilnost, multimodalnost, sinhronizacija
tokova i racionalno koris¢enje transportnih sredstava. [6]

Pored luka , logisticki centri igraju ulogu glavnih ¢vorova u logistickim mrezama kao
¢voriSta najviSe funkcionalnosti sa stanovista njihove logistike 1 tehnicke infrastrukture,
ukljucujuéi infrastrukturu koja omogucava izbor transporta u odnosu na strukturu grane
saobracaja. [2]

3.0SNOVNA FUNKCIJA LOGISTICKIH CENTARA

Logisticki centri su prateci centri terminala svih vrsta, carinskih zona i robnih centara
(robno-transportnih, robno-distributivnih centara i robno-trgovinskih centara). Logisticke
centre Cine: specijalizovana skladiSta, terminali, carinska skladiSta, slobodne zone, robno-
transportni centari, robno-distribucioni centri, robno-trgovinski centri i ostali logisti¢ki
sistemi. Logisti¢ki centar ima mikro i makro sadrzaje Sto pojedine aktivnosti zavise od
funkcije, veliCine 1 znacaja logistickog centra 1 mogu se stalno prilagodavati zahtevima trzista,
kupaca, potroSaca, korisnika roba i usluga doti¢nog centra. Logisti¢ki centri su locirani u
velike industrijske centre, velikih i srednjih gradova, regija. Logistic¢ki centri su po pravilu
nacionalni, ali to ne znaci da oni ne mogu i moraju imati i medunarodni znacaj zavisno od
potreba.

U funkcionisanju logistickih centara, osim objekata 1 uredaja poslovnog i skladiSnog
prostora te transportne i saobracajne infrastrukture, veoma veliku vaznost imaju i druga
sredstva za rad, na primer: transportna sredstva, pretovarna mehanizacija i dr. U tim centrima
deluju finansijske, carinske, veterinarske, fitosanitarne, sanitarne institucije, one moraju imati
svoju funkcionalnu infrastrukturu i drugu opremu. Sli¢no je i s turistickim i ugostiteljskim
objektima 1 drugim sadrZajima.

Vrednost medunarodne trgovine raste nasuprot globalnoj proizvodnji i zahvaljujuéi i
razvoju logistike. Ovaj porast pokazuje nove vidike za sve sektore transportne industrije, kao
Sto su tokovi materijala, transport robe, logistika, telematika, trgovini 1 putnicki transport.
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Kao putokaz buduce orijentacije tehnologije, strategije za uspeh i ljude sa novim
vizijama, transportna logistika daje pecat trziSnom dobu. Logistika takode sluzi da poveca
korisnicke sisteme u ¢itavoj industriji, unapreduje interdisciplinarno znanje «Know — how»,
koja je kljucni faktor kada konkurencija omogucava povecanje prometa robe na domacem
trziStu. Globalizacija i povecana fleksibilnost uticu da su dobra kao i ljudi sve viSe u pokretu.
To predstavlja izazov logistici danas kao i u budu¢nosti. Fokus sve veéeg interesa su inovacije
i strategije sa ciljem da se ekonomski i inteligentno nosi sa stalno rastu¢im protokom roba. [3]
Primer savremenog logistickog centra dat je na sledecoj slici.

Slika 2. Kargo LC Grac [4]

4.ODREPIVANJE OKRUZENJA TERITORIJE LOGISTICKIH CENTARA

Prema osnovnom opredeljenju uloga i zadatak logisti¢kih centara je prikupljanje
komadnih i drugih posiljaka drumskim vozilima, po potrebi skladiStenje, formiranje
transportno manipulativnih jedinica i otprema Zeleznicom i drugim vidovima transporta za
odredeni logisti¢ki centar, gde se roba dostavlja primaocu. Pored toga uloga logisti¢kih
centara (LC) je razmena roba izmedu vise vidova saobracaja, po potrebi skladiStenje i
formiranje jedinice otpreme (vagon ili kamion) i dostava primaocu ili uputnoj stanici
(odredistu). U otpremi, postupak je obrnut, tj. vr$i se prikupljanje robe sa okruzenja od
posiljaoca i formiraju jedinice otpreme.

Iz ove Cinjenice proizilazi potreba da se za svaki logisticki centar (LC) odredi
okruzenje (teritorija) na kojem ¢e se drumskim vozilima prikupljati, odnosno distribuirati
roba. Sto znagi LC treba da opsluzi odredenu teritoriju koja se mora definisati i ograni¢iti
krajnjim tackama koje treba da budu locirane na drumskim saobracajnicama. Unutar te
teritorije treba da se nalaze komintenti od kojih ¢e se preuzimati roba za prevoz, odnosno
kojima ¢e se dostavljati prispela roba.

LC su po pravilu locirani u gradovima koji predstavljaju administrativni, kulturni,
prosvetni, industrijski, proizvodni, potros$ni i trziSni centri.

U takvom sklopu LC treba da opsluze

o uze gradsko podrucje;
o Sire gradsko podrucje 1
. odredeno okruzenje (region), odnosno gravitaciono podrucje.
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Veli¢ina okruzenja (gravitacionog podrucja) jednog LC-a je u funkciji niza faktora, a
pre svega zavisi od veli¢ine gradskog i industrijskog podru¢ja, razvijenosti putne mreze i dr. i
krece se sa radijusom od 40 do 120 kilometara. [7]

5.KVALITET USLUGA LOGISTICKOG CENTRA

Kvalitet logistike znacajno uti¢e na ukupan kvalitet proizvoda jer predstavlja rezultat
svih funkcija u preduze¢u. Kvalitet sistema logistike usluga LC-a, a time i kvalitet proizvoda
preduzeda, zavisi, dakle od kvaliteta svake pojedinac¢ne usluge u LC-u.

Potrebe kupaca proizvoda i1 usluga su vrlo varijabilne usled uticaja tehnicko-
tehnoloskog razvoja, konkurencije i drugih faktora. Zbog toga postojece usluge (po misljenju
korisnika) vrlo brzo postaju zastarele, neodgovarajuce i sa bitnim odstupanjima u odnosu na
potrebe korisnika To neminovno uslovljava da kvalitet logistickih usluga, kao izraz mere
zadovoljenja zahteva kupaca, mora da ima izrazenu dinamiku promena. Mora da se
prilagodava u skladu sa potrebama privrede. Kvalitet usluga LC-a, opredeljuju sve
karakteristike usluga koje su organizovane u LC-u i koje omogucavaju da se, sa manje ili
viSe uspeha, podmiruju potrebe kupaca raznih proizvoda. Taj kvalitet je, u stvari, slozenica od
brojnih elemenata koja se moze predstaviti u vidu funkcije:

Kn = f ( Xy, Xo, Xa, X4, Xs... Xn) (1)

gde su: Kn -kvalitet usluga LC-a kao zavisno promenljiva od svih usluga pojedina¢no
iz LC-a,

X1 do Xn - nezavisno promenljive, tj. pojedina¢ne karakteristike kvaliteta usluga koje
¢ine sistem (X3 - kvalitet transportnih usluga do LC-a, X, - kvalitet istovara, utovara i
pretovara, Xs - kvalitet skladiStenja, X, - kvalitet $pediterskih usluga, Xs - kvalitet dovoza i
odvoza, Xn = kvalitet ostalih usluga LC-a).

Iz date funkcije proizilazi da ukupan kvalitet usluga LC-a zavisi od osobina,
karakteristika istrukture njegovih sastavnih elemenata (usluga), kao i od njihovih promena u
pozitivhom ili negativhom smislu.

Ako neka usluga iz sistema LC-a ne moze da podmiri odredenu trziSnu potrebu ona
nema pozeljan (minimalan) kvalitet. To znaci da se pri definisanju kvaliteta, a narocito pri
pruzanju usluga mora po¢i od trzisSnih potreba, a ne od raspolozivog stanja kapaciteta,
organizacije, poslovne filozofije i ukupnih moguénosti preduzeca i sl. Potrebno je stvoriti
uslove da se upravlja kvalitetom usluga LC-a. [6]

6.STANJE U REPUBLICI SRPSKOJ 1 POTENCIJALNE LOKACHJE ZA
IZGRADNJU LOGISTICKIH CENTARA

Poseban akcenat se stavlja na teritoriju Republike Srpske kao podrucje koje ne
poseduje logisticki centar, a koje ima povoljan geografski poloZaj tj. povoljne predispozicije
za izgradnju modernog logisti¢kog centra koji bi umnogome koristio celokupnoj privredi.
Zahtevi za transportom se modifikuju vremenom, tako da kada su u pitanju robni tokovi i
isporuke trend je da su iste sve manje a frenkventnije tj. sve manje koliCine robe se prevozi u
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jednom dostavnom transportnom sredstvu a sve c¢eS¢e. To je joS jedan od razloga za
postojanjem odnosno izgradnjom logistickog centra koji bi izvrSio konsolidaciju robnih
tokova i tako racionalizovao transport.

Danas je veoma bitno suceljavanje vidova transporta tj. mesta na kojima ¢e dolaziti do
konverzije jednog vida transporta u drugi. Zbog toga se u svetu ali i u okruzenju logisti¢ki
centri grade uz luke kako bi jednostavno mogli koristiti 1 recni transport. Upravo iz toga
razloga u radu se posmatra i potencijalna lokacija luke Samac koja predstavlja neiskorigéeni
resurs, jer transport putem reke Save nije iskoriS¢en ni priblizno u meri njenih potencijala.
Pored ove lokacije u radu se razmatraju jo§ dve lokacije: Banja Luka kao glavni grad
republike i lokacija Doboj kao pogodno drumsko-zeleznic¢ko ¢voriste.

6.1. LOKACIJA LOGISTICKOG CENTRA BANJA LUKA

Prioritet izgradnje glavnog logistickog centra u Banjoj Luci, definisan je studijom razvoja
intermodalnog saobracaja u (BIH) Republici Srpskoj, a paralelno s tim neophodno je nastaviti
idejno tehnicko-tehnoloska reSenja 1 implementaciju logistickog distributivnog centra. Na
slici 3. prikazana su Sematski reSenja strukturalnih elementa logistickog centra Banja Luka.

| e g i § 25 o D ;

: '9‘ i

=

Slika 3. Sematski prikaz kontejnerskog terminala na lokaciji 1 i $§ematski prikaz strukturalnih
elemenata logistickog centra na lokaciji 2

Zeleznica Republike Srpske kao i grad Banja Luka su vrlo zainteresovane za razvoj
logistike u oblasti transporta i LC-a kao strukturalnih elemenata intermodalnog i
kombinovanog transporta, a naro€ito gde postoji realna moguénost njihove izgradnje uz veé
postojecu-izgradenu Zeleznicku infrastrukturu.
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- Polozaj kranske staze robno transportnog centra

Granica parcele u vlasniitvu ZRS A.D. Doboj

— Polozaj koloseka LC-a
Polozaj prostora rezervisanog za vazne sadrzaje LC-a

Polozaj glavnog skladiSnog-pretovarnog prostora

i

Pozicija saobracajnica unutar robno transportnog centra

Pozicija parkinga za drumska vozila

E

Pozicija upravnih zgrada robno transportnog centra
Prostor rezervisan za odlaganje i skladiStenje kontejnera,
prikolicai  poluprikolica

Prostor namenjen za opravku kontejnera i paleta

LEGENDA

|

6.2. LOKACIJA LOGISTICKOG CENTRA SAMAC

Luka Samac je osnovana 1979. godine, kao izraz opiteg druitvenog interesa. Izgradnja
luke je planirana u tri faze:

- 1 000 000 tona/godina
- 3 000 000 tona/godina
- 5 000 000 tona/godina

Do 1992. godine bila je zavrSena nekompletna prva faza. Luka je u periodu 1992-
1995. potpuno devastirana. Ostala je bez radnika i1 sa onesposobljenim i1 uniStenim osnovnim
sredstvima.

Slika 4. Zatvorena skladista sa obilaznim putem i operativna obala sa dizalicom [5]

Sto se ti¢e godisnjeg proseka pretovara u Luci Samac u zadnjih pet godina podaci su
sledeci: istovar u luci oko 20 brodova (sa oko 20 000 t/god.), a utovari se oko 5 brodova (sa
oko 5 000 t/god.), istovari se oko 1 000 vagona (sa oko 50 000 t/god.), utovari oko 100
vagona (sa oko 5 000 t/god.), u luci se utovari oko 3000 drumskih transportnih sredstava (sa
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oko 70.000 tona /god.), i istovari oko 1 000 drumskih transportnih sredstava (sa oko 20 000
tona roba).
Neki od problema u radu luke su:

- Plovnost reke Save do Samca-Siska, (brodari plove na vlastiti rizik), (smanjeno
interesovanje za pretovar u luci jer nema kontinuirani prevoz, nezavisan od godiSnjeg
doba i vodostaja), (smanjen obim posla u luci),

- Opsta nelikvidnost koja se odrazava i na luku (problematika u izmirenju obaveza-
plate i doprinosi). [5]

6.3. LOKACIJA LOGISTICKOG CENTRA DOBOJ

Analiza podataka za Doboj je ukazala da grad i region Doboj poseduje znacajne robne
tokove roba pogodnih za manipulisanje u nekim podsistemima RTC-a. Doboj ima povoljan
polozaj na drumskoj, a narocito Zeleznickoj mrezi.

Stepen i tedencija razvoja privrede koja gravitira u RTC-u ocenjuje se kao
zadovoljavaju¢i faktor za njegovo formiranje. Narolito su znazajni robni tokovi Koji
tranzitiraju Doboj i to pre svega robe koje treba cariniti.

Kroz sam grad Doboj prolazi viSe magistralnih i regionalnih Zeleznickih i drumskih
saobracajnica sa znacajnim robnim tokovima, §to ga Cini predodredenim za formiranje i
razvoj robno transportnog centra sa kompletnim transportnim i logistiCkim uslugama. Mrezu
drumskih saobracajnica kroz grad i region ¢ine putevi:

ZAGREB
.

BEOGRAD

SREMSKA
——— Magistralni
——— Medunarodni put

— — — Zcleznicka

W TUZLA \
- wk\
Slika 5. Osnovne drumske i Zeleznicke saobracajnice regiona Doboj [8]

Robni tokovi iniciraju potrebu stvaranja logistickih centara ili u najboljem slucaju
mrezu istih, stoga sledi prikaz jednog dela tokova robe u urbanom podruc¢ju Doboja za 2011.
godinu. Petina objekata robu dobija svakodnevno odnosno 20 %. To su veliki objekti sa
velikim dnevnim prometom, zatim kiosci koji prodaju samo hleb i ostala peciva pa im roba
stize svakodnevno i1 to dva puta, zatim odredeni broj prodavnica meSovite robe. Robu
sedmicno dobija 22,6 % generatora a tu se pre svih ubrajaju butici, dok dva do tri puta
sedmicno robu najces¢e primaju kiosci, opet se tu pojavljuje odreden broj butika koji u ovom
vremenskom intervalu prima robu, broj takvih generatora procentualno iznosi 22,6 %. Butici
su kao oblik trgovine na malo veoma kompleksni pa se i ovog puta javljaju kao objekti koji
robu dobijaju dva do tri puta mesecno i to 5,16 % ili par puta godiSnje 2,56 %. Par puta
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godisnje robu primaju butici zbog toga Sto se bave prodajom sezonske robe. Na sledecoj slici
je prikazana frenkvencija isporuke robe. [11]

L

{
f"ﬁﬁf”

Slika 6. Frenkvencija isporuka robe za trgovine na malo [11]

Jedan logisticki centar u Doboju bi predstavljao znacajnu kariku u procesu izmedu
makro 1 mikrodistribucije. Osnovni cilj formiranja ovakvog logistiCkog centra, i to bas u
Doboju, je objedinjavanje svih bitnih logisti¢kih delatnosti u distribuciji i transportu. Ovaj
efekat medusobnog povezivanja ostvarivao bi se tako Sto bi i ponudaci usluga i korisnici
RTC-a bili na jednoj lokaciji. RTC Doboj koristila bi preduzeca lokalnog drumskog i
daljinskog saobracaja, Spediterske organizacije, preduzeca za skladistenje robe sa razli¢itom
strukturom i1 namenom, kao i uvozna i izvozna preduzeca sa pomoc¢nim sluzbama. U sklopu
ovog centra nalazili bi se 1 terminali integralnog transporta, Zeleznica sa robnim i
industrijskim kolosecima i prate¢im delatnostima, skladista, carinske zone.

Slika 7. Idejno resenje RTC-a Doboj

ZnaCaj RTC-a se prvenstveno ogleda u optimizaciji distributivnih procesa, §to je
preduslov optimizacije procesa reprodukcije materijalnih dobara, na svim nivoima, od
globalnog i nacionalnog u sklopu mreze RTC-a zemlje do uZeg, parcijalnog u okviru uze
gravitacione zone. [9]

7. ZAKLJUCAK

Posmatrajuci logistiku naSe republike 1 logistiku okruZenja ili samo zemalja sa kojima
se naSa drzava grani¢i nemoguce je ne primetiti veliki zaostatak u razvoju logisticke mreze,
deficit logistickih kompanija, nepostojanje logistickih centara, veliki deo neracionalnog obima
transporta i sl. Sve je to posledica nedovoljne logistike odnosno nedostatak infrastrukture. Na
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primer Srbija uveliko radi na izgradnji logistickih centara odnosno stvaranju mreze logistickih
centara §to i jeste poenta same logistike. Primeri su logisti¢ki centri Batajnica, Apatin, Sabac i
sl. Takode Hrvatska je dobar primer razumevanja neophodnosti postojanja logisti¢kog/ih
centra/ara i pokusaju praéenja evropskih trendova, primer logisti¢ki park Zagreb. Cak i drugi
entitet nase zemlje (Federacija BiH), ta¢nije Sarajevo poseduje jedan oblik logistickog centra
koji se prostire na oko 11 000 metara kvadratnih koji je izgradila austrijska firma Bihateam.
Privlacenjem robnih tokova dolazi bogastvo jer robni tokovi u stvari sami
predstavljaju bogastvo. Sa bogastvom dolazi 1 mo¢ a ko ima mo¢ ima sve. Kriterijumi,
opravdanost, lokacija, sve je tu, samo jo$§ nedostaje logisticki centar u Republici Srpskoj.
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CALCULATION OF THE BASIC PARAMETERS OF QUEUING
SYSTEMS USING WINQSB SOFTWARE

Zeljko Stevi¢

Univerzitet u Istocnom Sarajevu, Saobracajni fakultet Doboj, Bosnia and Herzegovina

Abstract: We live in period when the time has precious value, therefore, tends to be shorter
stays in queues that are present in all areas of life, whether it be on the waiting customers at
the bank, post office or transportation means within the supply chain. This lost time for us is
just the cost. The aim of the functioning of all systems is the minimization of total operating
costs, therefore, special attention is paid to the analysis of parameters in queuing systems. The
paper presents the basic parameters of the above systems were calculated using the software
WIinQSB. The importance is reflected in the statistical analysis of the parameters of a given
system, which allows the introduction of the necessary corrective measures, because they are
included in the model and certain financial parameters.

Keywords: queue, wingsb, probability, optimization.
1.UVOD

Redovi ¢ekanja predstavljaju veoma Siroku oblast kojoj se sve viSe posvecuje paznje,
predstavljaju oblast koja je prisutna u nasoj svakodnevnici, $to u poslovnoj, sto u privatnoj
sferi Zivota. Veliki je broj radova koji izu€ava parametre sistema redova ¢ekanja u razli¢itim
okolnostima kao npr. ¢ekanje klijenata u banci o ¢emu svedoce radovi [7] 1 [8] ili istraZivanje
redova cekanja sa eksponencijalnom raspodelom [10] i Poasonovom koje predstavljaju
najcesce koris¢ene raspodele u ovim sistemima. Najjednostavniji model za proracun 1 analizu
jeste model sa neograni¢enim redom cekanja $to potvrduje [9] i u slu¢ajevima kada postoji
veliki kapacitet reda, moze se pretpostaviti beskonacan kapacitet, upravo zbog olaksavajucih
proracuna.

VVeoma bitna karakteristika sistema koji se bave ovom problematikom jeste da postoji
uticaj stohasti¢nosti, §to upravo i jeste u primeru U ovom radu. Uticaj tih stohastickih
parametara u velikoj meri utie na razvoj scenarija da jednostavno nismo u mogucnosti da
predvidimo Sta ¢e se desiti, jer imamo odsustvo kontinuiranosti. U radu se obraduje sistem
luke gde dolasci brodova, a i vreme opsluzivanja zavise od niza faktora, pa se stohasti¢nost
javlja i kod intenziteta nailazaka brodova i kod intenziteta opsluzivanja istih. Zahvaljujuci
programu u kojem se problem obraduje, veoma lako se menjaju odredeni parametri, tako da
se mogu uociti sve promene izlaznih rezultata sistema i na¢in na koji uticu. Kao kriterijum
optimizacije se koristi vreme koje brodovi provedu u luci i ukupni troskovi koji uzimaju u
obzir troskove ¢ekanja brodova, nezauzetosti pristanista i troSkove eksploatacije luke.
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2.REDOVI CEKANJA, OSNOVNE POSTAVKE I OZNACAVANJE

Teorija redova (masovnog opsluzivanja) proucava cekanje u svim navedenim
oblicima. Teorija redova koristi matematicke modele da opiSe razlicite tipove sistema (koji
sadrze neku vrstu redova) koji se javljaju u praksi. Matematicke formule pokazuju kako ¢e se
odgovarajuci sistem ponasati, ukljucujuci i prosec¢no ¢ekanje koje ¢e se javiti, pod uticajem
razli¢itih okolnosti.

Modeli teorije redova su veoma pogodni za odredivanje kako da sistem masovnog
opsluzivanja radi na najefikasniji nacin. Prevelik kapacitet opsluzivanja u sistemu prouzrokuje
nepotrebne troskove. Sa druge strane nedovoljan kapacitet opsluzivanja rezultuje se kroz
prekomerno ¢ekanje 1 druge nezZeljene posledice. Kona¢no, modeli teorije redova omogucuju
pronalazenje odgovarajuceg balansa izmedu troskova opsluzivanja i vremena ¢ekanja.

Osnovni proces opsluzivanja, pretpostavljen u najve¢em broju modela teorije redova
(masovnog opsluzivanja) sastoji se iz sledeceg. Klijenti, tj. jedinice koje zahtevaju
opsluzivanje, se generiSu u vremenu iz izvora. Klijenti ulaze u sistem opsluzivanjai staju u
red. U odredenim vremenskim trenucima klijenti iz reda se prihvataju na opsluzivanje po
nekom pravilu tj. disciplini opsluzivanja ili disciplini u redu. Nakon toga se klijentu daje
zahtevano opsluzivanje kroz mehanizam opsluzivanja, posle ¢ega klijent napusSta sistem
opsluzivanja. [1] Ovaj proces prikazan je naslici. 1.

SISTEM OPSLUZIVANTA

T
| .
KLUENTI i' |
| RED .
CEKANIA

OPSLUZENI

MEHANIZAM

IZVOR OBSLUZIVANA

Slika 1. Osnovni proces opsluZivanja

R ¢ o — — — — — -

Osnovna karakteristika izvora bilo da se radi o ljudima ili jedinicama je njegova
veli¢ina. VeliCina izvora je ukupan broj klijenata koji mogu da zahtevaju opsluzivanje s
vremena na vreme, tj. ukupan broj odredenih potencijalnih klijenata. Populacija odredenih
potencijalnih klijenata, koji zahtevaju opsluzivanje u datom sistemu opsluzivanja, naziva se
dolazna populacija koja moze biti kona¢na ili beskonacna tj. izvor klijenata moze biti
ogranicen ili neogranicen. [1]

Uobicajena pretpostavka je da se klijenti generiSu prema tzv. Poason-ovom procesu, tj.
broj generisanih klijenata (x) do nekog odredenog vremenskog trenutka (t) ima Poasonovu
raspodelu: [2]

( AT)n e—/lT
Pr(n) = 2

Red je mesto gde klijenti Cekaju na opsluzivanje. Red se karakteriSe maksimalnim
brojem klijenata koji mogu jednovremeno da budu u njemu. Redovi mogu biti konacni ili
beskonacni zavisno da li je broj klijenata koji mogu jednovremeno da budu u redu konacan ili
beskonacan. Uobicajena pretpostavka kod modela teorije redova je da je red beskonacan.
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Disciplina opsluzivanja se odnosi na pravilo po kojem se klijenti iz reda prihvataju na
opsluzivanje. Npr. prvi-prispeli-prvi-opsluzeni (first-come-first-served FIFQO), poslednji-
prispeli-prvi-opsluzeni (last-come-first-served LIFO), na slu¢ajan nacin, prema nekom
prioritetu ili prema nekom drugom pravilu. Pravilo prvi-prispeli prvi-opsluzeni se uobi¢ajeno
pretpostavlja kod modela teorije redova, osim ako se ne naglasi drugacije.

Mehanizam opsluzivanja se sastoji od jedne ili viSe faza (modula) opsluzivanja, od
kojih svaka sadrzi jedan ili viSe paralelnih kanala za opsluzivanje. Ako postoji vise od jedne
faze (modula) opsluzivanja,klijent tada moze da bude opsluzivan kroz niz faza (kanali za
opsluzivanje postavljeni u red). Raspodela vremena opsluzivanja koja se najces¢e koristi u
praksi je eksponencijalna raspodela. [1]

Jedna od osnovnih stvari koja je potrebna pre nego se pocne sa istrazivanjem
elementarnih sistema redova ¢ekanja jeste njihovo oznacavanje koje prema [11] je sledece:

A/B/m/K/n/D

A- raspodela vremena dolazaka,

B- raspodela vremena opsluzivanja,
m- broj kanala za opsluZivanje,

K- kapacitet sistema,

n- veli¢ina dolazne populacije,

C- disciplina opsluzivanja.

3.ILUSTRATIVNI PRIMER REDA CEKANJA

Morska luka ima 5 pristaniSnih mesta za istovar brodova. Prose¢no u toku meseca u
luku pristigne sa tovarom 20 brodova vece nosivosti. Nailazak brodova u luku je sluc¢ajnog
karaktera, jer oni polaze iz raznih luka i prelaze razli¢ita rastojanja do mesta istovara, a na
njithovu brzinu kretanja uticu mnogi faktori (nepogode, vetrovi, zadrzavanja u lukama).
Vreme istovara svakog broda takodje je slu¢ajna promenljiva koja zavisi od nosivosti broda,
vrste tereta i drugih okolnosti. U proseku za istovar broda potrebno je 6 dana.

[lustrativni primer je delom analiti¢ki reSen u knjizi Masovno opsluZivanje auotora
Vukadinovi¢ (1988.). Pri izradi proracuna za potrebe rada koristi se program WinQSB.

Ulazni parametri sistema su:

m=5 §to predstavlja broj kanala za opsluzivanje

A=20 brodova/mesec intenzitet dolazaka

tops=6 dana Sto predstavlja prosecno vreme opsluZivanja, odavde sledi p=1/ tops —
u=30/6=5 sto predstavlja intenzitet opsluzivanja (30 predstvalja broj dana u mesecu).

Parametar p je, zapravo, propusna mo¢ jednog pristaniSta, a proizvod Sxpu, gde je S
oznaka za broj pristanista, je propusna moc¢, odnosno kapacitet kontejnerskog terminala.

Osnovni pokazatelj sistema opsluzivanja je stepen opterecenja pristanista ili intenzitet
prometa p koji predstavlja koli¢nik intenziteta toka dolazaka 1 intenziteta opsluZzivanja: [4]
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p=Mu
Oznaka datog primera je M/M/5 §to zna¢i da je raspodela dolazaka Poasonova,
raspodela vremena opsluzivanja eksponencijalna i da ima 5 kanala za opsluzivanje. Kada je
ovako oznacen model, tj. nema oznaka posle broja kanala za opsluzivanje, to znaci da je
beskonacan kapacitet sistema 1 discplina opsluzivanja prvi prispeo prvi opsluzen.
Za M/M/m/w potrebne su sledece formule za izraCunavanje parametara:

L=H%+i}4@+i

L - ukupan broj korisnika u sistemu,

_ PNwyp.
iw"sul—pf'

Ly — broj korisnika koji ¢ekaju u redu

W, — vreme koje korisnik provede u redu éekanja
W =W+ L;
#.

W- ukupno vreme koje korisnik provede u sistemu, uklju¢ujuéi vreme provedeno u
redu 1 vreme provedeno na opsluzivanju

.'r_l. i 3
p = ]/ v W) N (Afpe) I ‘
0 =, n! sl 1T — AMsp)

Po- verovatnoca da je sistem prazan, tj. da su kanali za opsluzivanje slobodni. [1]

Nakon postavljenih ulaznih parametara program daje izlazne rezultate $to je prikazano
na slici 2.

Iskori$Cenje sistema je 0,8 ili 80%, prose¢an broj brodova u sistemu je 6,22, dok je
prosecan broj brodova koji ¢ekaju u redu 2,22, a ostatak odnosno 4 broda se opsluzuju u
sistemu. Prosecno vreme koje brod provede u luci je 0,311 mesec ili 9,33 dana, dok je
prose¢no vreme koje provede u redu 0,111 mesec ili 3,33 dana. Verovatnoca da su sva
pristaniSta slobodna je 0,013, a verovatnoc¢a da su sva pristanista zauzeta je 0,55.
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i Performance Measure Result
System: H/M/5 From Formula
Customer arrival rate [lambda] per mesec = 20,0000

I service rate per server [mu] per mesec = 5.0000

| Overall spstem effective arrival rate per mesec = 20,0000

| overall spstem effective service rate per mesec = 20,0000

| overall system utilization = 80,0000 %

-Average number of customers in the system (L) = 56,2165

_Average number of customers in the queue [Lq] = 22165

-Avelage number of customers in the queue for a busy system [Lb) = 4,0000

-Average time customer spends in the system [W) = 0,3108 mesecs

_Average time customer spends in the queue [Wq) = 0,1108 mesecs

-Avelage time customer spends in the queue for a busy system [Wh] = 0,2000 mesecs

The probability that all servers are idle [Po) = 1,2987 %

Ihe probability an arriving customer waits [Pw] or system is busy [Pb] = A3 %

Slika 2. Rezultati modela

Na slici. 3 mogu se videti procenjene verovatnoce za broj brodova u luci. Moze se uociti da
je najveca verovatnoca da ¢e se u luci nalaziti 3 ili 4 broda. Takodje se vide ve¢ pomenute
verovatnoée da je sistem prazan odnosno da nema nijedan brod u luci i da je sistem pun
odnosno da su svih 5 pristaniSta zauzeti.

02-07-2015 E stimated Probability of ‘ Cumulative Probability
15:04:32 | n Customers in the Spstem

1] 0.0130; 0.0130

1 0.0519 0.0649

2 0.1039 0.1688

3 0.,1385 0.3074

4 0.,1385 0.4459

5 0.1108 0.5567

] 0.0887 0.6454

7 0,0709 0,7163

] 0.0567 0.7730

9 0.0454 0.8184
10 0.0363 0.8547
b 0.0291 0.8838
12 0.0232 0.9070
13 0.0186 0,9256
14 0.0149 0.9405
15 0.0119 0.,9524
16 0.0095 0.9619
17 0.0076 0.9695
18 0.0061 0.9756
19 0.0049 0.,9805
20 0.0039 0.,9844
21 0.0031 0,9875
22 0.0025 0.9900
23 0.0020 0.,9920
24 0.0016 0,9936
25 0.0013 0.9343
26 0.0010 0,9959
27 0.0008 0,9967
28 0.0007 0,9974
29 0.0005 0,9979
30 0.0004 0.,9983
kil 0.0003 0,9987
32 0.0003 0,9989
33 0.0002 0.,9991
34 0.0002 0.,9993

Slika 3. Verovatnoce broja brodova u luci
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Program WinQSB nudi raznovrsnost u pogledu promene ulaznih parametara, tako da
se veoma jednostavno moze promeniti neki od ulaznih parametara i rezultati se oblikuju
prema zadatim promenama. Tako npr. ako se u modelu postavi sa program simulira rezulatate
u zavisnosti od intenziteta dolazaka koji se kre¢e 20-24 dobijaju se rezultati predstavljeni na
slici. 4. Ukoliko bi doSlo do povecanja intenziteta dolaska a broj pristaniSta i vreme
opsluzivanja ostalo isto, doslo bi do znacajnih promena u luci kao npr.: broj brodova u redu bi
dostizao ¢ak i preko 20, vreme koje brod provede u luci bilo bi i viSe od mesec dana itd. Ovi
pokazatelji govore da bi u ovakvom slu¢aju morali povecati broj pristaniSta ili vreme
opsluzivanja.

30

25
——p
20 —_
—— L
15 d
——
10 e W)
/ oo

5
— Pw
—
H e =

Slika 4. Rezultati modela u zavisnoti od promene intenziteta dolazaka

Ukoliko bi se povecéalo vreme opsluzivanja odnosno intenzitet opsluzivanja dolazi do
smanjivanja izlaznih parametara sistema kao $to je prikazano na slici. 5.

——p
—-—L
—i—Lg

W

2
PO
1 _ Pw
——— an - 4

u=5 u=6 u=7 u=8 w=9 u=10

Slika 5. Promena rezultata u zavisnosti od intenziteta opsluzivanja
Ako se u modelu postavi sa program simulira rezulatate u zavisnosti od broja

pristani$ta koji se kre¢e 5-10 dobijaju se rezultati koji su prikazni na slici. 6. Sa pove¢anjem
broja kanala za opsluzivanje smanjuje se iskori§¢enost sistema.

6

5 =e
—-—L

4 —i—Lg

—e—W
=W e
®—P0

Pw

N ==s=5

m=5 m=6 m=7 m=8 m=9 m=10

Slika 6. Rezultati u zavisnosti od broja pristanista
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U oblikovanju sistema ¢ekanja treba teziti ravnotezi izmedju opsluge klijenata (kratki
redovi, §to implicira mnogo kanala za opsluzivanje) i ekonomskog (ne previse kanala za
opsluzivanje). [6]

Efikasnost kontejnerskog terminala najcesc¢e se u praksi odreduje pomocu pokazatelja
duzine vremena boravka broda na terminalu (vreme broda provedeno u redu ¢ekanja i vreme
opsluzivanja broda) i ona se povecava ili poveCanjem broja pristanista ili skrac¢ivanjem
prose¢nog vremena opsluzivanja. Medutim, poveéanjem broja pristaniSta, povecava ¢e se
verovatnoc¢a da su pristaniSta slobodna, a to znaci da ¢e se povecati nezauzetost istih. Isto
tako, skra¢ivanje vremena opsluzivanja broda moze uticati na kvalitet usluge, te na smanjenje
broja dolazaka brodova.

Zato se efikasnost kontejnerskog terminala najbolje moze odrediti uvodenjem
vrednosnih pokazatelja, tj. pomocu troSkova, budu¢i da se u praksi ¢ekanje broda placa, a
nezauzetost pristanista se, takode, moze vrednosno izraziti. [4]

Troskovi broda na luckom kontejnerskom terminalu, odnosno troskovi stajanja se
sastoje od troskova broda tokom boravka na terminalu, kao $to su troskovi za lucke takse
(taksa za koriStenje operativne obale, taksa za tonazu 1 taksa za svetionike), troSkovi
pilotaze, troSkovi remorkera te troskovi dovoza i odvoza. Troskovi koji nastaju tokom
boravka broda na luckom kontejnerskom terminalu obuhvataju viSe vrsta troskova od kojih
se neki, s obzirom na koriStenje kapaciteta broda, posmatraju kao varijabilni, a neki kao
fiksni troskovi. [3]

Da bi se moglo odabrati optimalno resenje za navedeni problem, potrebno je u veé
postoje¢i model sa prvobitnim parametrima dodati 1 opisane troskove koji se javljaju kao
kriterijum optimizacije. Ulazni parametri prikazani su na Sl. 7

D ata Description ENTRY
Humber of zervers 5

Service rate [per server per mesec) 5

Customer arrival rate [per mesec) 20

Queue capacity [maximum waiting space]
Customer population

Busy server cost per mesec 67 H00
Idle server cost per mesec 60 000
Customer waiting cost per mesec 90 DDO

Customer being served cost per mesec

Cost of customer being balked
Unit queue capacity cost

Slika 7. Ulazni parametri modela prosireni sa troSkovima

Nakon izvrSenih proracuna postavljenog modela dobijaju se rezultati koji su
predstavljeni na Sl. 8 odakle se moze videti da ukupni mese¢ni troSkovi koji se odnose na
zauzetost pristaniSta iznose 270 000 n.j, troSkovi kada su pristaniSta slodobna ukupno
mesecno 60 000 n.j. i troSkovi ¢ekanja brodova na opsluzivanje 199 480 n,j. §to ukupno cini
529 480 n.j. na mesecnom nivou.
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02-07-2015| Performance Measure Result
1 System: M/M/5 From Formula
2 Customer arrival rate (lambda) per mesec = 20,0000
3 Service rate per server [mu) per mesec = 5.0000
4 Dverall system effective arrival rate per mesec = 20,0000
5 Overall system effective service rate per mesec = 20,0000
B Overall system utilization = 80,0000 %
7 Average number of customers in the system [L] = 6.2165
8 Average number of customers in the queue [Lq) = 2.2165
9 Average number of customers in the queue for a busy system [Lb] = 4,0000
10 Average time customer spends in the system [W] = 0.3108 mesecs
11 Average time customer spends in the queue [Wq) = 0.1108 mesecs
12 Average lime customer spends in the queue for a busy system [wb] = 0,2000 mesecs
13 The probability that all servers are idle [Po) = 1.2987 %
14 The probability an arriving customer waits [Pw) or system is busy (Pb] = 554113 %
15 Average number of customers being balked per mesec = 0
16 |Total cost of busy server per mesec = $270000,0000
17 Total cost of idle server per mesec = $60000,0000
18 Total cost of customer waiting per mesec = $199480,5000
19 Total cost of customer being served per mesec = $0
20 Total cost of customer being balked per mesec = $0
21 Total queve space cost per mesec = $0
22 |Total spstem cost per mesec = $529480,5000

Slika 8. Troskovi na mese¢nom nivou sa pet pristanista

Troskovi se javljaju kao kriterijum optimizacije Sto je ve¢ navedeno, stoga sledece $to
je potrebno uraditi jeste proracunati kako broj pristaniSta uti¢e na ukupne troSkove odnosno
koji broj kanala za opsluzivanje je optimalan.

Nakon izvrSenih prora¢una u zavisnosti od broja kanala za opsluZivanje koji se krece
5-10 dobijeni su sledeci ukupni troskovi na meseénom nivou koji su predstavljeni u tabeli 1 i
slici 9.

700000

600000 //

500000

400000 —@—Tr. nezauz. Pristanista

300000 Tr. ¢ekanja broda
== Ukupnitroskovi

200000 -

/

m=5 m=6 m=/ m=8 m=9 m=10

100000
./

0 -

Pt —

Slika 9. Ukupni mese¢ni troskovi u zavisnosti od broja kanala za opsluzivanje

Prema Kriterijumu optimizacije tj. minimalnim ukupnim tro$kovima na mese¢nom
nivou (troskovi stajanja odnosno ¢ekanja brodova na opsluzivanje tj. na pretovar, troSkovi
kada su kanali za opsluzivanje nezauzeti tj. nema nijedan brod koji treba pretovariti i troSkovi
eksploatacije) koji su prikazani prethodnom slikom i slede¢om tabelom, broj kanala za
opsluzivanje tj. pristanista koje luka treba da ima a pritom da ostvari najnize troSkove je Sest.
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Tabela 1. Ukupni troskovi u zavisnosti od broja pristanista

. . Tr. cek. Ukupni
mij A p L Lq W Wq PO Pw zauz. | nezauz. et troskovi
pristan | pristan
5120]08 6,217 | 2,217 ] 0,3108 | 0,1108 | 0,013 | 0,5541 | 270000 ] 60000 | 1994805 | 529480,5
6 | 20| 0,6667 ] 457 | 0,57 | 0,2285 | 0,0285 ] 0,0167 | 0,2848 | 270000 | 120000 | 51256,96 | 441257
7 12005714 ] 4,18 |0,18 ] 0,209 | 0,009 | 0,0178 | 0,1351 | 270000 | 180000 | 16213,22 | 466213,2
8 12005 4,059 | 0,059 | 0,203 | 0,003 ] 0,0182 ] 0,059 | 270000 | 240000 | 5313,96 | 515314
9 ] 20| 0,4444] 4,019 ] 0,019 ] 0,201 | 0,001 ] 0,0183 ] 0,0238 | 270000 | 300000 | 1710,567 ] 571710,6
4.ZAKLJUCAK

Kroz obradjeni primer sistema masovnog opsluzivanja moze se uvideti znac¢aj sistema
redova Cekanja jer se svakodnevnica odnosno redovi ¢ekanja koji se formiraju na razli¢itim
mestima u razli¢itim oblastima mogu na veoma efikasan nacin poboljsati. Vreme provedeno u
sistemu koje ukljucuje vreme ¢ekanja u redu 1 vreme provedeno u kanalu opsluzivanja uzima
se kao jedan od najces¢ih kriterijuma za optimizaciju ovih sistema. U konkretnom primeru
najkrace vreme koje je brodovi provedu u luci jeste 6 dana, $to znaci da bi trebalo biti 10
pristanista koji bi vrsili pretovar. Medjutim mala razlika je kada luka ima 7 ili 10 pristanista
kada je u pitanju vreme provedeno u sistemu i ono za 7 pristanista iznosi 6,27 dana, a troSkovi
s druge strane znatno manji za manji broj pristaniSta. Kao optimalan broj pristanista koje luka
treba da poseduje jeste 6 jer se pri tom broju ostvaruju najmanji troskovi, a vreme koje
brodovi provedu u luci je 6,85 dana.

Na osnovu svih prikazanih rezultata moZe se zakljuciti da luka treba prosiriti svoje
kapacitete za joS jedno pristaniSte, jer trenutno raspolaze sa 5 pristanista.
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CONCESSIONS IN BULGARIA AS A MANIFESTATION OF PUBLIC-
PRIVATE PARTNERSHIPS

Gena Velkovska
Trakia University - Stara Zagora, Bulgaria

Abstract: Concession is a legal institution that creates legal environment for effective public-
private partnership. Historically, the concession in the Republic of Bulgaria in the late 19th
century, the state has provided its exclusive dealers by significant year for the period 1883-
1941 concessions. The legal basis of concessions in the Republic of Bulgaria is a modern,
corresponding to the role of public- private partnership in economic and social life. This legal
framework includes:

- law on Concessions;

- public-private partnership;
- mineral Resources Act;

- law on municipal property;
- state property law;

- etc.

The report gives an overview of the legislation in some specific aspects. Addressed are:

- the legal nature of the concession;

- forms of concession;

- objects and subjects of concession;
- procedures for granting concession.
- etc.

In conclusion, based on an analysis of practice have made some recommendations reflect the
views of the author

Keywords: Concession, public-private partnerships

1. INTRODUCTION

Concession as a legal institution in the late nineteenth century was reliable incentive
for partnership between the public and private sector in Bulgaria. The State has provided its
exclusive dealers in order generating a profit during the period 1883 - 1941, were provided
significant concessions for: production of bakery products (1891) processing of iron ore (in
1892), production of salt (1884) build a factory for the manufacture of glass (1892) and
others. -In operation of the Act for the development of folk industry from 1883 .; extraction of
ores and other minerals -In operation of the Act to promote local industry by 1895; granting
of monopoly rights for the production of certain objects given area and for a limited period -In
operation of the Act to promote local industry by 1909, which first defined the term
"industrial concession". With Law of State Property of 1941 introduced concessions on state
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property as an alternative to rent, with a maximum term of 25 years. This law regulated the
granting of a concession to the river and sea and beaches construction of sea and river
shores. After a long break, the Law on Foreign Investment in 1991 and mainly Constitution of
the Republic of Bulgaria in the same year in Bulgarian legislation recovering the concessions
institution. Subsequently (in 1995), this institute is regulated in detail by the Concessions Act
as a general law that sets out the basic rules and procedures for granting concessions. Special
laws such as the Law on Mineral Resources Act, the Water Act, the Civil Aviation Law of the
sea Spaces, Inland Waterways and Ports of the Republic Bulgaria, the Roads Law et al.,
Designated the various types of objects and nakontsesiyata institute was developed by
regulation of the specific provision in their concession®.

2. LEGISLATIVE FRAMEWORK FOR CONCESSIONS

al regulations in European Union law

In the Treaties of the European Union concept of concession there. Secondary
legislation concept opens wide regulations and directives of the European Union and content
close to the concepts of authorization and license under Bulgarian law. It has no single
obshtoupotrebyaem sense. Its meaning is derived specifically from the provisions of the Act
and only for the purposes of this act. For example, Regulation Ne 1634 / 13.09.2002, on the
European Commission regulates the issuance of licenses (permits) for the submission of
certain goods from Bulgaria, Czech Republic, Slovakia, Romania, Poland and Hungary in the
European Union. Directives are aimed at facilitating the creation of a common transparent and
equitable market between the European Union and the forthcoming enlargement. Within the
meaning of Directive 55/2003 of the European Parliament and the European Council, subject
to regulation by gas concession species concept is similar to the license, permit, consent and
approval, covered by indicative list of the generic term ,, empowerment "under Article 4 para
1. it is issued by the national authorities of a State Party to the Directive, which allow at
commercial operators of other State also party to the Directive, for the construction or use of
industrial facilities, pipelines and associated facilities. Member shall ensure by internal
legislative measures objective equality of foreign entities and non-discriminatory
implementation of the grounds for refusal to issue a license. Refusal can only be explicit and
addressed to the applicant and shall be subject to appeal. His regime is entirely domestic in.

In accordance with Directive 2014/23 / EU of the European Parliament and of the
Council by February 26, 2014 for the award of concession contracts, Member States should
introduce into their national legislation the laws, regulations and administrative provisions to
April 18, 2016

The new legislation sets out the legal framework governing the partnership between
the public sector and (usually) a private company that has demonstrated added value in
specific areas such as the development of infrastructure.

28 http://www.conces.government.bg/show?action=13&lang=1
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Usually concessions are used in sectors such as road and rail, port and airport services,
maintenance and management of highways, waste management, energy and heating, leisure
facilities and parking.

Concessions for mobilizing private capital and know-how in addition to public
resources and allow to attract new investments in public infrastructure and services without
increasing public debt.

What is the difference between concessions and public procurement?

In the contract the company is paid a fixed amount to carry out the work or provide
Services.

For example: a private company builds and manages highway for a fixed amount.

Concession now remunerated on the basis of an authorization to manage and operate
facilities or provide services and is exposed to potential loss of investment.

For example: a private company builds and manages highway and is remunerated by
charging fees in which assumes the risk to revenues do not cover its investment and other
costs.

Risks concession contracts are inherent in any contract, such as:

bad management;
failure of contract;
force circumstances.

ANANENEN

What's concession?

<\

Licenses and permits - unilateral acts of public authority to create of conditions

under which businesses can that out certain Economic activity;

v Grant aid or subsidies - financing, which is not
transferred ownership or benefits from activity or service of public authority him it
is provided,;

v" Contracts for grant below rent of land and public property -
where which public body establishes only general conditions for use of down public
resources asland or other property (eg. sea property, internal ports or airports),
without that ordered specific building activities or services;

v Rights of way - use of public property for provision or operation Fixed
lines or networks are service to society (eg. installation of electric cables) without
public authorities that impose obligations for delivery or purchase;

v" Systems for free choice - all undertakings performing down conditions

are right that out certain activity (eg.

systems for User choice and vouchers for services).

Award criteria in concessions must ensure:
ensure equal treatment of all participants;

not discriminatory, which means that it can be targeted and can not give preference to
local or national products or companies;

AN
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v" be related to the subject of the concession (eg. a criterion linked to the percentage of
job seekers employed for the concession would be acceptable as a criterion linked to
the general employment policy of the company or with the general training provided
to local people Jobseekers who is not related to the concession would be illegal).

v" be objective and not to grant unrestricted freedom of choice of public buyer (eg. the
criteria that are "satisfactory to the contracting authority" or giving preference to a
tenderer who is "the most acceptable to the contracting authority" are not acceptable).

v" to be announced in advance and listed in descending order of
importance. This obligation of transparency which allows the bidders to prepare their
proposals well and prevents adaptation of criteria from buyers to offers
received. However, if the buyer received public offer, which offers an innovative
solution to an extraordinary level of functional results, which could not be provided by
a bona fide purchaser, he may amend the terms of the award criteria in order to take
this into account. In this case, the buyer must ensure equal treatment of any current or
potential bidders by issuing a new call for tenders, or in some cases by publishing a
new notice of concession.

Duration of concessions

The Directive does not provide for a maximum number of years for the duration of the
concession, but they should be limited in time.

In concessions lasting more than five years, the duration should not exceed a
reasonable period within which the concessionaire could regain the investment.

The maximum duration of the concession should be specified in the concession
documents as a point which is negotiated (may be part of the award criteria and thus be
determined by competition) or as part of the fixed conditions.

What are the factors influencing the calculation of the maximum?

For each project may identify specific factors, such as:

general size of investment (including author's rights, patents, logistics);

opportunities of assets that generate revenue;

charges use of Infrastructure and costs Use and Support asset.

possibly it is that to take account initial and additional provided investment

needed for operation of concession.

investments needed for achievement of some specific agreed objectives

also can that be taken account (eg investment in training of staff aimed to
ensureminimum level of quality of service).

v" Concessions can that be extended,

but this must that to assessed in accordance with conditions for amendment of contrac.

ANANENRN
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The scope of the directive do not fall following forms of concessions:

v Concessions for drinking water -
concessions for provision or exploitation of stationary networks
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intended for provision public service in connection withproduction, transport or the
distribution of drinking water or delivery of drinking water to such networks;
Concessions for outlet or purification of channel waters are related with provision or
operation of the above networks for water

supply or with delivery of waterto such networks;

Concessions related to hydraulic projects, irrigation or drainage, which related
spredostavyaneto or operation of above networks for water

supply or withdelivery of water to such networks, condition that quantity water, to use
d for supply of drinking water represents more 20% of general volume water
suppliedfrom such projects or plant for irrigation or drainage.

Concessions related to services of general economic interest in the field of

public railway and automobile transport

Concessions for services that fall within the scope of Article 5 of Regulation Ne
1370/2007.

It should be noted that the services for the transport of goods covered by Directive
concessions. Similarly, the award of public works concessions by public authorities,
public enterprises or individuals with exclusive rights (in other words, in "classical”
sectors or sectors of "utilities") is covered by the provisions of the Directive.
Concessions awarded by public authorities and by entities other than public
enterprises and individuals enjoying exclusive rights, as in "traditional” sectors, and in
the sectors of "utilities".

Concessions awarded by an economic operator, on the basis of an exclusive right.

Of the Directive excludes service concessions awarded to economic operators that are
active in the utilities sector.

In these cases must be two conditions are met:

Economic operator that there is previously exclusive right

to provided services are subject of concession;

This right it

is been provided on power of published National or administrative provision in accord
ance with Contract and with acts of EU define common rules on market access,
applicable to public service activities (eg concessions in electricity sector covered by
Directive 2003/54 / EC, as amended by Directive 2009/72/EC, and concessions for
natural gas covered by Directive 2009/73/EC).

Service concessions related to the organization of lotteries, awarded on the basis of

pre-exclusive right which has been granted in accordance with applicable national laws,
regulations or administrative provisions in accordance with the Treaty, are not covered.

In other cases, gambling activities covered by the directive when they have the form of

concession contracts (eg concession casino). Gambling activities carried out on the basis of
permits and licenses, are not covered.

When awarding concessions which are not covered by the Directive should apply

Treaty principles of equal treatment and transparency.
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What are procedural safeguards?
The directive does not include specific procedures for the award of concession

contracts. The public purchaser is not obliged to follow special procedures, including the
"open" or "restricted"” procedures as in public procurement.

The public purchaser is free to structure the national standards or according to their

own preferences, provided they comply with certain basic rules.

v

In these cases, the public purchaser is obliged to:

published notice for concession in Official newspaper of EU, which must to: a
description of the concession; announced the conditions for participation in the award
of concession, eg. a minimum turnover of a certain type and amount of equipment,
experience with certain types of labor or services.

inform potential and actual participants in the procedure the minimum requirements
ikriterii award in the notice of concession or other Dokkum for the

umpteenth concession; examples of minimum requirements: number of lanes on the
highway, size and shape of tunnels, frequency of bus service, etc .;Examples of award
criteria: the fees paid by users, environmental performance of vehicles will be used to
provide the service, and others.

comply with statutory requirements and not to allow candidates who do not meet
them;

exclude from the procedure candidates who have been convicted of certain crimes,
such as fraud and money laundering;

give all participants a description of the manner in which the procedure will be
organized, and an indicative calendar. If there is likely to change at a later stage (Eg
because the negotiations last shorter or longer), the public purchaser must inform all
participants in advance.

The public purchaser can negotiate with candidates and tenderers, but certain elements

of the original invitation to tender can not be changed during the procedure and therefore can
not be negotiated. This applies to:

ANANENEN

the object of the concession;

award criteria; and

minimum requirements.

must provide a record of all stages of the procedure, using the most appropriate for
this equipment (eg. audio or video recordings, protocol, confirmed under oath by
external, independent observers, etc.).

The directive applies only to contracts for public works concessions or services whose

value is equal to or greater than 5 million. Euro.

v

How to calculate the estimated value of the concession?
In calculating the estimated value of the concession buyer must take into account:

total turnover, the concessionaire will generate during the contract;
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v
v

the net amount of VAT,
what kind of works and services are subject to the concession and what services may
be needed for these works and services.

The buyer must:

v

to provide the estimated value of the concession, and not the actual value. In most
cases it is not possible to accurately calculate future overall turnoverconcessionaire,
because the very nature of concessions involves a risk. Therefore, the turnover will
vary depending on various factors (eg. The number of users or circumstances affecting
the possibility of using asset, such as weather conditions).

that provide the most accurate estimate. He must calculate the estimated value of the
concession based on an objective method in concession documents. This estimate
must be valid at the moment the published notice of concession, or, if not required
notice in the moment buyer shall initiate the procedure for the award of kontsesiya.No
if the real value of the concession in the time that it is taking place, is higher by more
than 20% of the estimated value, the amount that should be taken into account in order
to implement the threshold the value of the concession at the time of award?°.

b / framework law of the Republic of Bulgaria

Concession may be defined as the granting of rights by the state to use certain public

property or to perform certain activities. According to the Law on Concessions, concession
right to operate a facility of public interest provided to the concession holder to build, manage
and maintain the object of the concession at its own risk. The concession is granted on the
basis of long written contract with a financial interest concluded between the grantor and the
concessionaire. The deadline for concession is up to 35 years without the right of extension.
Depending on the subject of granted concessions, they are:

v

v

Construction - is subject to execution of construction under the license and its
management and maintenance after introduction into service and remuneration
consists in the right of the concessionaire to use the site of concession

Service - the object of managing and maintaining the subject of concession and
remuneration consists in the right of the concessionaire to use the object of
concession. Service concession may include chatichni construction works;

Mining - is engaged in the operation of natural resources and remuneration consists in
the right of the concessionaire to use the object of concession.

Granting the right to ekspoatatsiya objects concession having to perches kntsesionera

obligation to perform to kontsendenta konsionno payment. The amount of payment is

2 http://velimar.blogspot.com/2014/09/blog-post 17.html

%0 http://lex.bg/laws/ldoc/2135523562
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determined for each case depending on the economic benefits that will concessionaire will
receive seeks equitable distribution of economic benefits m / t kontsendenta and the
concessionaire. Under the law the term fFor concession may be up to '35 without the right of
extension. Concessions are granted a threat to national security and defense of the country in
danger for October environment, health and others. Basic prerequisites for granting
concessions are:

v" The state does not have sufficient financial resources for the effective use of their
property by e eystvashtite public organizations.

v By providing the right to operate a state-owned private companies state gets not only
financial resources, but also an opportunity to regulate their activities in favor of
public interest.

Obijects of concessions can be divided into the following groups:

v Objects declared state property (natural resources, beaches, national roads, water,
forests, parks, reserves, etc.).

public state or public municipal property, which o business is conducted.

Objects private state or municipal property, which o business is conducted.
Properties owned by public organizations that o business is conducted.

Conceding can be MS (state owned), OS (for municipal property) and heads of
administrative bodies of public organizations. Concessionaire can be any natural or
legal person or association of such®.

ANANRN

3. SOME PROBLEMS IN THE CONCESSION LAW OF THE REPUBLIC OF
BULGARIA

Concessions, undoubtedly, have an important role in the economic life of the Republic
of Bulgaria as a manifestation of public-private partnership. However, the addition, certain
forms of concession are questionable from the standpoint of their effectiveness.

Some sources of information indicate that a decade Bulgaria has lost about 50 billion.
Lev from unprofitable contracts for concessions of gold, silver, copper and other precious and
rare metals.

Ridiculously low fees that the state collects from concessionaires are less than one
percent of profits that make a company which has its strategic reserves of mineral resources in
the country.

Although the constitution is written that "Mineral Resources are exclusive state
property" and according to Art. 16 "must be managed in the public interest™" in the last decade
Mineral Resources of Bulgaria are stolen from foreign and domestic economic circles.

Currently concession fees are 0.75 percent for gold to 4-5 per cent for mineral
extraction industry.

31 http://www.bg-ikonomika.com/2012/09/38.html
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For comparison with comparable countries like Romania us companies that have a
concession contract for precious metals targets pay 38% of their income in the form of stamp
duty.

A Dblitz poll question you rob Bulgaria through concessions shows that 72.36% of
Bulgarian respondents answered positively to this question, apparently referring to mainly
mining concessions. 15.45% of respondents disagreed and 12.19% answered that they have
no idea probably due to lack of interest in the subject or due to lack of information.

Rob they Bulgaria with concessions
(%)?

Yes No I don't know

Figure 1. Results of the survey
4. CONCLUSION

Concessions sector is characterized by a specific and a large volume of legislation that
regulates all aspects relating to the award of contracts by the state and municipalities.

Interaction between the public sector and business is the engine of modernization of
society. As with any partnership, and here the main factors in achieving successful
collaboration is trust and good communication, which must stand on a stable legal framework
provides sufficient clarity on the rights and obligations of each party™.

Despite some imperfections of the legal framework for concessions, statistics show a
number of good results from the implementation of concession contracts - for example, port
terminals. To 31.12.2013 subject to supervision were 14 contracts - for port terminals Lesport

8 http://www.eurolex.bag/bg/eurolex/%D1%81%D1%84%D0%B5%D1%80%D0%B8-%D0%BD%D0%B0-
%D0%B4%D0%B5%D0%B9%D0%BD%D0%BE%D1%81%D1%82/%D0%BA%D0%BE%D0%BD%D1%86
%D0%B5%D1%81%D0%B8%D0%B8-
%D0%BF%D1%83%D0%B1%D0%BB%D0%B8%D1%87%D0%BD%D0%BE-
%D1%87%D0%B0%D1%81%D1%82%D0%BD%D0%B8-
%D0%BF%D0%B0%D1%80%D1%82%D0%BD%D1%8C%D0%BE%D1%80%D1%81%D1%82
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Balchik, Svishtov, Oryahovo, Somovit, Rosenets Burgas East-2-west Burgas, Vidin, North-
South Vidin, Lom, Nikopol Ruse-west, and civil airports in Burgas and Varna.

Concessionaires of port terminals for 2013 are recognized total investment of EUR 14
914 456.68 lev and the concession contract for the airports in Varna and Burgas "Fraport
Twin Star Airport Management™ account investments 82,826,964, 55 lev

Revenues resulting from the concession activity amounted to 28 816 370.52 lev
According to the reports and checks carried out, concessionaires fulfill the legal requirements
for the implementation of airport and port services, including recommendations to the
competent authorities to improve operational activity®.

Photo: Port Terminal
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PRESENT ISSUES RELATED TO STRATEGIC CRISIS DECISIONS

Mariana Kuzmanova
University of National and World Economy, Department of Management. Bulgaria

Abstract: The paper discusses important issues related to strategic crisis decisions. Thus, key
activities which play a significant role in this particular study are set out. These key activities
are related to crisis management and provide flexibility in organizations' behavior as well as
in their potential development. Competitive strategies in a global crisis make management
teams face several challenges. The effective crisis strategy is oriented not only to preserve the
organization, but to increase its competitiveness. The business environment of contemporary
organizations is distinguished by its complexity and changeability, which makes the task for
improving planning decisions vital. The intensive competition, the necessity of accelerated
innovation and the transmission of knowledge into a key factor to success are only a part of
the various changes in the external environment and the internal variables of the organization,
which part determine the necessity of building up a new modern management concept. In this
relation, a variety of opportunities for improving planning decisions oriented towards
stimulating creativity and adaptability can be indicated. An important role plays the building
of modern information system, which creates a great number of advantages: conduction of
competent analysis providing a basis for development of decision options and their reasons;
increasing control effectiveness; reporting the contribution of every single employee in the
process of achieving goals; improving cost structure and raising quality; communication
stimulation; restriction of crisis unfavorable influence, etc.

Keywords: Strategic crisis decisions, crisis management, decision planning

"To what degree is your company prepared to meet a crisis - notwithstanding whether it is
predictable or unpredictable? Do you have at your disposal a suitable plan for reaction to a
possible crisis? Is there formed a crisis team, is it placed at readiness? If you reply with "no"
to any of these questions, you should take yourself in hand. And sooner, the better."”

R. Lukey
1. INTRODUCTION

The crisis management is an important element of the management in the
contemporary conditions of instability and great number of crisis phenomena and processes.
Besides, the crises are more and more accepted as a normal phenomenon, which requires from
the managers to know them well and to be capable of suggesting appropriate solutions for
their prompt and successful overcoming. Therefore, the efforts should be directed towards
timely prognostication of the crisis situations, softening of the unfavourable impact of the
crisis phenomena, development of an effective crisis strategy and etc.
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The effective management of the contemporary organizations through flexible
strategic crisis solutions determines the topicality of the problems — an object of considering
in the present publication. The applying of a proactive strategic approach in the conditions of
dynamically changing and unpredictable environment allows to be identified the symptoms of
the crisis duly and if possible to be avoided, in order to be preserved the capacity of living of
the organization and its crisis stability to be increased in a long-term perspective.

2. PLACE OF THE CRISIS MANAGEMENT IN THE SYSTEM FOR
MANAGEMENT OF THE CONTEMPORARY ORGANIZATIONS

The crisis management is complex as per its character. It is considered as:

Management of the organization during the passing of the crisis;

Monitoring of the environment with view to the duly recognition of the symptoms
of the crisis;

Analysis and evaluation of the potential crises;

Solving of the problems, which are connected with overcoming of the insolvency
of the organization;

Prevention of the bankruptcy of the organization;

Realization of a system of actions for taking the organization out from the crisis;
Preparation of the people in the organization for carrying out of the crisis plans for
its recovery;

Development of a crisis strategy of the organization and plans for action with
purpose prevention or overcoming of crises and etc.

vV VYVV VV VYV

Besides, there should not be forgotten the interdisciplinary character of the crisis
management, which requires in the process of taking of effective crisis decision the managers
to be well prepared in the field of the strategic management, the management of the changes,
the organizational behaviour, the risk management and etc.

According to some authors, the crisis management should be accepted as: means for
mobilization and implementation in the practice of the operative solutions in the organization;
a manual for implementation of the sensible ideas, connected with the priorities for its
management; an instrument for overcoming of the problems in the development of the
organization through development and applying of new concepts; an engine for unfolding of
the potential of the organization not through the applying of reactive strategies, and through
the stimulation of the creativity at complete usage of this potential. [13]

According to R. Daft the crisis management should be considered not as management
during a crisis, and as management, which is capable of predicting the crisis, to counteract to
it or to prepare the organization for an eventual crisis depending on the reasons for it, as well
as to soften its passing and consequences [2].

The organizations are put under permanent changes as per line of the external and
internal environment. This imposes changes and in the methods of management. Therefore,
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the crisis management also bears changes, in order the organizations to be able to adapt in an
appropriate way towards the new conditions.

J. R. Caponigro defines the crisis as an event or an action, which has the potential to
affect negatively the functioning and the efficiency of the business, so that the business can go
out of control [1]. This way the author explains the crisis quite generally, i.e. according to J.
R. Caponigro great number of events may be considered as crisis situations.

Consequently, the crisis is a peculiar condition or situation (in a static aspect), which
is characterized by exceptionally difficult or dangerously unstable condition and uncertainty,
which threatens with the occurrence of negative consequences and which requires efforts for
searching of a rescue decision. The crisis may be described and as a process (in a dynamic
aspect), which is connected with changes in the system and its encirclement. Besides, it is
possible the serious changes to lead to violation of the equilibrium of the system. "The crisis
can be characterized as a specific combination of social-economic phenomena and processes,
which leads to violation of the stability and steadiness of the system of business activity." [14]

The crises threaten the successful development of the organizations, since they are
connected with the appearance of different types of risks for them:

« Strategic risk: revoking of a licence for practising of the activity; loss of key
personnel and etc.

< Reputational risk: loss of trust (publicly, internally); negative media
publications; deterioration of the servicing of the customers; incorrectly planned
actions for provision of the ceaselessness of the business and etc.

+ Operational risk: loss/ impeded access to the working places; interruption of the
supply of electricity, water, steam heating; absence from work of employees
because of a disease and etc.; collapse in the information-communication
system; problems with equipment, which provide normal working conditions
(heating, supply, cooling, humidity and etc.); protest actions of employees;

++ Technological risk: a collapse in the telephone services and in the transference of
data; inaccessible, falsified or obliterated data; a damage or robbery of
technological equipment and etc.

¢ Legal risk: breaches of contractual obligations; initiating of legal proceedings;
not observing of regulatory requirements and etc.

+¢ Financial risk: expenses for substitution of broken equipment; imposing of fines;
robbery or inexpedient spending of financial resources and etc.

3. PLANNING AND CRISIS SOLUTIONS

The contemporary organizations confront with various problems of the planning,
which have to be duly and competently solved:

In the first place, quite often the parent-organizations drop plans to the affiliate and
associated companies without knowing sufficiently well the local conditions.

In the second place, a priority task, which has to be solved through the developed
plans, is the optimization of the personnel in the conditions of a crisis. For the purpose are
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taken directive decisions for decreasing of the number of the personnel, as its number is
limited up to the carrying out of the vital functions for the organizations. In connection with
this with special sharpness is set the question for the measuring and the standardization of
labour (metrification of the execution).

In the third place, for the rest activities are sought appropriate solutions, which are
connected with outsourcing. For the purpose are organized auctions. There are drawn up
policies, rules, procedures and instructions for carrying out of the auctions and for the
technology of communication with the chosen participant (exchange of information; reporting
of the carrying out; way of payment; there are set quantitative and qualitative criteria ; which
persons shall be responsible for the operative communication; in case of necessity — a clause
for confidence of the information; if possible — clauses for exclusiveness: the company to be
serviced with priority over the rest of the contracting parties.; terms and etc.).

In the fourth place, in the conditions of a crisis are done significant changes in the
plans for training and development of the human resources. The training of the personnel is
reduced up to the most necessary knowledge and skills for carrying out of the key activities,
the wide-educational trainings are limited at the expense of the organizations. The care for the
career development of the personnel has dropped off, because of big offering on the labour
market. The work of the managers is additionally complicated in the conditions of conflicts,
insecurity and lack of perspectives.

In the fifth place, before the crisis the business contingency plans are formal or
according to legal requirements. Currently they are considered as a priority activity (the basic
activity is reduced up to the key processes; limited personnel; restricted market with limited
dynamics; restricted financial resource and etc.).

On the base of the above set problems in the field of the planning can be drawn several
important conclusions and recommendations for their solution. A serious potential in this
direction is contained in the concept for metrification of the management. In connection with
this it should be emphasized, that the systems for measuring of the results allow the purposes
of the organization to be operationalized and the achieved to be measured. They include
various complex of activities: planning of the results (formulation of the strategy — achieving
of the purposes; development of a model for concretization of the strategy — specification of
the strategic factors for success and the indicators for evaluation of the achievements);
guiding of the process of achieving of the purposes (achieving of the purposes; important
tasks and expenses — direct and indirect realization of the results) and check up and perfection
of the results (determination of the diversions, zones of intensified attention — analysis and
measuring: periodicity of observation, first signals for alert, diversions for observation). "The
readiness of the company to function in crisis situations is connected with forming of its
mission, determination of the strategic purposes and the choosing of a crisis strategy." [10]

The purposes occupy key place in the system for management of the organization.
They determine the basic directions for development of the organization, they assist the
planning and the coordination in the organization, they are a flexible instrument for evaluation
and control, etc. The system of purposes of the organization includes great number of
purposes (as per formulation — quantitative and qualitative; as per period of range — short-term
and long-term; as per degree of importance — strategic and tactical; as per content -
production, marketing, financial and etc.). It is various regarding their hierarchy, relative
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importance, temporal component. This considerably impedes the evaluation of the efficiency
because of the necessity of interpretation of heterogeneous indexes. Besides, for the different
phases of the life cycle of the organization are typical specific objective-oriented priorities.

Rule SMART for determination of the purposes
More and more organizations apply this rule in the process of purpose setting.
According to it the well formulated purposes should be:

¢ S —specific;

¢ M —measurable;
¢ A —acceptable;
¢ R —realistic;

¢ T —Time-bound.

The purposes of the organization are distinguished by relations of harmoniousness,
competitiveness and indifference in between. Besides, the criteria for efficiency are also
various, as some of them are even contradictory: profit, quality, productiveness of labour,
flexibility of the organization, consent as per the purposes, interpersonal communications,
management of the human resources and etc. [11]

In the organizations there exit difficulties at the usage of appropriate indicators of the
activity, and from here and the degree of achieving of the purposes. On the other hand, many
of the purposes are not set in evident mode or they do not have quantitative expression. This
way is impeded the process of determination of the arising diversions between purposes and
achievements, as well as the taking of well-grounded decisions for overcoming of the
diversions.

The different plans of the organization form a system and are developed at an iterative
base up to the final binding between purposes, resources, frame conditions and restrictions.
Besides, the strategic plans are developed by the leaders at high management level on the base
of the mission of the organization and the formulated strategic purposes. The tactical plans are
developed by the leaders at medium management level on the base of the strategic plans and
the defined tactical purposes of the organization. On its behalf, the tactical plans and the
operative purposes are a base for the development of the operative plans of the local
management level. Consequently, the purposes and the planning are interconnected. The
correctly formulated purposes are a landmark for action of the working in the organization
and an important source for their motivation, evaluation and control. In case that the purposes
are inadequate and unachievable, there can occur serious difficulties in connection with
realization of the developed plans and the efficient participation of the human resources.

Through the development of a system of plans the organization provides flexibility in
its behaviour as a response to the constant changes in the environment.

"Factors, causing chaos. There is necessary a new strategic framework for work in the
conditions of permanent and unpredictable turbulence.
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Today’s world of increased interconnectedness and interdependence means
also and an increased risk for every company. The critical factors, which are
increasing the risks are:

e Technological progress and information revolution (cloud computing:
virtualization and emulation, augmented reality and the social networks; the
software, which assists them and etc.).

e Destructive technologies and innovations (mini steel foundry factories; ships for
transportation of containers; desk publishing systems; digital photography; semi-
conductors; personal computers; music downloads and sharing of files; electronic
books and etc.).

e "The Rise of the Rest" (Accelerated development of companies from China,
Argentina, Brazil, Chile, Egypt, Hungary, India, Indonesia, Malaysia, Mexico,
Poland, Russia, Thailand, Turkey, Vietnam and other most unexpected places.).

e Hyper-competitiveness (Development of destructive strategies: satisfying of the
shareholders; better investigation of the future customers’ desires; high speed of
responsive reaction of the competitors; usage of the surprise as a means for
blocking of the competitors. Applying of destructive tactics: sending of signals for
strategic intentions for domination over certain markets, which block the
competitors; change of the rules on the market; simultaneous or consecutive
incitements.).

e Sovereign funds of wealth (Investment body Abu Dhabi; Norwegian governmental
pension fund, SAFE Chinese investment company; Kuwaitian investment
company and etc.).

e Environment (a strategy for business stability, accompanied by increasing of the
nature conservational initiatives and the ,,green” investments).

e Authorization of the customers and the shareholders (intensive communications
between customers and companies in Internet and the world network)." [6]

Currently in the organizations a priority activity in the field of the management
through purposes are the formulation of business purposes as per trimesters in value and in
natural expression (very detailed in natural expression) and the usage of bonus systems for
employees and for customers of top products. The possibility of losses is planned in the
conditions of a crisis. With purpose the crisis to be limited are intensified the conservatism in
the expectations and the restrictive approaches for management of the risk. Besides, there are
undertaken preventive and recovering measures for softening of the risks (reduction of the
potential losses). There are closed objects, which do not conform with the criteria for
efficiency. Regarding the plans for investments and innovations the available resources are
reduced to minimum (deficiency of own resources; the providing of attracted resources is
expensive). Therefore, there is necessary a change in the priorities and usage of new methods
for analysis, prognostication and planning.

In the process of development of the system of plans there can be used and the
balanced scorecard. [12] As per its essence the balanced scorecard is a complex programme
for change, through which is possible to be "changed practically every aspect of the
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organization". [9] The very name (score) emphasizes on the necessity of ranging with view to
the providing of equilibrium between the important parameters of the activity of the
organization in the process of management of the changes in it.

The developed by Kaplan and Norton model provides a balanced evaluation of the
results from the long-term activity of the organization, regarding: external and internal
indexes; qualitative and quantitative indexes; monetary and non-monetary indicators; indexes,
connected with the evaluation of past actions of the organization (with a retrospective
character), and quantities, which influence over its future success (anticipating indicators). [4,
5]

4. STAGES OF DEVELOPMENT OF THE CRISIS STRATEGY

The development of a crisis strategy includes the following stages:

First stage: An expert group develops the system of strategic purposes within the
framework of the crisis management in the organization.
Possible purposes are:

» Increasing of the crisis stability of the organization.

» Preserving of the image of the organization.

» Carrying out of the engagements of the organization towards the groups of
influence over it.

» Efficient management of the changes and etc.

Second stage: The expert group defines the factors, which can create crisis situations

at greatest degree (as a result of the test for the vulnerability of the organization towards a
crisis):

1) Lack or deficiency of key personnel.

2) Lack or deficiency of building fund or impeded access to the working

places.

3) Collapse or deficiency of key equipment.

4) Collapse in the information backup of the organization.

5) Dropping off of a key supplier, including outsourcing activities and etc.

Within the framework of this stage is sought a well grounded answer to the following
questions:

» With what frequency shall be displayed the factors, which create crisis
situations (within the framework of the following 3 - 5 years)?

» What shall be the strength of their impact?

» To what degree is the organization in condition to control the environment?
Which factors influence in this direction (human resources, production
processes, computer technologies, suppliers, external events and etc.)?

» With what kind of risks is connected the activity of the organization?
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Third stage: Self-evaluation and control of the risks in the organization. For the
purpose are analyzed in detail the business processes in the organization regarding engaged
persons (professional training and qualification, possibilities for replaceability and etc.),
duration, admissible period of interruption of the work. The evaluations should allow the
management of the organization to take decisions, which to avoid the causing of tension in the
interrelations with the users, the suppliers and the other groups of impact over the
organization.

Fourth stage: There is drawn up a plan for action as per eventual risk events within the
framework of every factor: Within the framework of this stage are settled various questions:
there are saved reserve powers; there are created reserve channels for supply; there are
developed alternative computer technologies; there is expanded the training of the personnel
with purpose combination of functions and etc.

Fifth stage: Carrying out of trainings and simulations with the personnel. There are
organized crisis trainings and pseudo-crises.

Sixth stage: Evaluation of the efficiency of the developed crisis strategy, undertaking
of correcting actions, searching of reserves and etc.

The process of formation of crisis strategies should not be distinguished from the
process of their realization. It is possible parts of them to pass simultaneously with view to the
training from the gained experience. This way "the permanent integration between the
simultaneously passing incremental processes of formulation of the strategy and of its
realization is the very essence of the art of the efficient strategic management” [7, 8]. In this
sense, the three tasks of the strategic management — the strategic planning, the realization of
the strategy and the strategic control - are in close relation and interaction and are parts of a
complex process, which is connected with creation of the necessary preconditions for
achieving of the system of purposes and overcoming of the possible diversions. [3]

The method of Jeffrey Caponigro is used widely in the process of monitoring of the
environment with purpose increase of the crisis sustainability of the organizations. [1] The
crisis sustainability is considered as ability of the organization to restore its trajectory of
development under influence of changes in the factors of the external and internal
environment. It allows to be ranked the weak points of the organizations in accordance with
their importance and term for elimination. The results from this are used at the development
of a crisis strategy within the framework of the activity for elimination of the threats for a
potential crisis in the organization, since according to Caponigro the threats are dangerous
symptoms, which can transform into a crisis, if they remain unnoticed.

The methods of the traffic lights of J. R. Caponigro is exceptionally useful, because it
is used as a base for the development of quantitative evaluations for the amount of the losses
as per eventual risk events for the frequency of their occurrence during the respective planned
period. Besides, each organization shall determine by itself the respective scales according to
the opinions of the experts, who participate in the process of development of the crisis
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strategy. For the purpose usually is used a scale for the two indexes, as in the developed
matrix are defined three zones: green, yellow and red.

5. CONCLUSION

In conclusion it should be emphasized, that in each organization the process of
planning is specific. Besides, the cases, in which the successful realization of the developed
crisis plans is impeded, because of the occurrence of opposition against the change, the action
of different accidental disturbing factors, deficiency of resources and time and etc. are not
rarity. The formulation of inadequate purposes can cause problems, connected with the long-
term successful development of the organization, because of decreasing of the innovations,
striving for expanding of the market share at intensive competition and so on. The
determination of unachievable purposes and the usage of incorrect systems for remunerations
affect negatively over the motivation of the people in the organization. The overcoming of the
difficulties is connected with perfection of the purpose setting, increasing of the efficiency of
the communications between the separate levels of management, widening of the participation
of the personnel in the planning process and provision of uninterruptedness of the planning.

The contemporary global and complex financial and economic crisis sets a number of
challenges in the field of the crisis management. For the purpose, a modern information
system is necessary to be built in the organizations, through which to be carried out
permanent monitoring of the environment and on this base to be increased their crisis stability
and to be provided their sustainable development through continuous stimulation of the
changes.
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IMPACT OF LEADERSHIP ON THE FUNCTIONING OF THE
QUALITY SYSTEM 1SO9001 UNDER TRANSITIONAL CONDITIONS
IN SERBIA

Predrag Djordjevic, Marija Savic, Jelena Spasic, Zivan Zivkovic
University of Belgrade, Technical Faculty in Bor, Serbia

Abstract: This paper presents the results of an empirical investigation of the impact of
leadership on of quality planning strategy in manufacturing companies with a certified
Quality Management System (QMS) according to the requirements of 1SO 9001:2008, in the
southern region of Serbia.

Theoretical structural model and hypothesis of the impact of leadership on the elements of
strategy of quality planning were defined. Path coefficients in the structural model were
determined using LISLER v.16 software, which proved the defined hypothesis, except the
hypothesis of customers and suppliers involvement in quality planning.

Performed research shows that under the conditions of transitional economy in Serbia, which
have been present for a long time, QMS certification according to the requirements of I1ISO
9001:2008 has been conducted pro forma and it does not function within the suppliers -
company - customers supply chain.

Keywords: Leadership, Quality System, ISO 9001: 2008, customers, suppliers
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PERFORMANCE APPRAISAL FOR PROJECT TEAMS

Lilyana Stankova
University of National and World Economy, Department of Management, Bulgaria

Abstract: One of the most important and most difficult functions that project managers have
IS project team performance management, which includes identifying performance objectives,
measuring performance results, providing feedback, assessment and subsequent control.

This is an important task because both the project team and the project manager would benefit
from its effective performance. Team members get information about how they could cope
with the performance of their tasks and what they could improve, in what direction they
should develop, and project managers get information about how to get the best out of their
team and to achieve the project objectives within the provided resources. The difficulty comes
from the inability to fully cover the actually completed and the supervised work. Project
managers find it easy to make an assessment but they find it hard to explain it to the team
members in such a way that they would understand and accept it.

In this connection the report offers methodological directions for effective project team
performance management. The idea that the effective assessment and appraisal of project
team members’ performance leads to faster, more qualitative and most of all more motivated
performance of the project objectives is substantiated.

Keywords: project management, performance appraisal, project teams

1. INTRODUCTION

Modern organizations operate in conditions of an extremely dynamic and competitive
market, of permanently changing technologies and constantly increasing requirements. Such
severe turbulence of environment imposes the need of taking quick, adequate and creative
decisions, developing innovative and high quality products and trying to constantly increase
customer satisfaction. In their efforts to provide an adequate and timely response to market
needs and to maximize profits, more and more organizations resort to using the project-
oriented approach.

In order to successfully cope with the challenge, to select the right people and to
manage to motivate them to achieve particular goals, project managers must find answers to
the following questions:

— What kind of people are needed to achieve the project goals?

— Why would the most appropriate people like to take part in the project team?

— How should we treat people in order to get the best out of them for the successful
realization of the project?
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One of the ways to find the correct answers to the above questions is to carry out
performance appraisals of project team members on a regular basis.

Performance appraisal of project team members has an important role in the system of
their management. It provides the required information for taking important decisions related
to selection, training and development, to fixing salaries, to planning career development, etc.

People appraise their own contribution and compare it to the contribution of their
colleagues. They also compare the results of their work to the results of the other associates’
work. Fairness of the appraisal is a really important factor that could increase motivation and
satisfaction with the personal efforts. Applying a regulated and fair performance appraisal
facilitates successful achievement of the set goals with view of the efforts of the personnel.

In this connection, this report focuses on the key role of performance appraisal of
project team members for the successful project completion. Performance appraisal is an
useful practice for each organization that employs the principles of the project oriented
approach, since it provides regular feedback on the performance of project team members,
identifies their need of training and development and motivates them to perform more
effectively and efficiently at the same time. Yet, for the purpose, it is particularly important
that everyone understands the objective of this process and its effect on the effective
achievement of project goals.

2. ESSENCE AND OBJECTIVE OF PERFORMANCE APPRAISAL OF PROJECT
TEAM MEMBERS

Performance appraisal in organizations may be presented as a structured process,
“based on a specially developed appraisal system; in this system, the subject and object of the
appraisal are identified, as well as the functions and roles that they perform, along with the
rules and standards, mechanisms and procedures, their regularity, periodicity, and way of
coordination.” [1] Performance appraisal in organization plays the role of “feedback” with
regard to the particular employee.

In terms of project management, performance appraisal may be discussed as a process,
in which the contribution of each project team member is being observed, interpreted and
assessed under certain set criteria and according to the identified goals within a certain period
of time. The system of performance appraisal of project team members provides the project
manager the opportunity to get aware of the contribution of each of his associates. Appraisal
is the tool that allows each different employee to develop his abilities to the possible
maximum, makes it possible to achieve the project goals and facilitates for achieving project
success. Performance appraisal is not simply an opportunity for an employee to get an idea of
the achieved results for a past period within a particular project but it is also an occasion to
discuss with the project manager the options for his future development, to draw up a plan on
how to improve his performance, to discuss his perspectives and intentions for involvement in
future projects. In this connection, the appraisal system is perceived as a powerful motivating
factor with a long-term effect.
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Performance appraisal of project team members could be divided in two types —
informal and formal appraisal. This division would help project managers to manage more
effectively the overall process related to performance appraisal, including setting goals,
measuring performance results, providing regular feedback, assessment and subsequent
control. A comparison between the two types of appraisal is presented in the table below.

Table 1. Types of appraisal

Informal appraisal Formal appraisal

Runs throughout the whole period of Usually conducted once at the end or right

project realization after completion of the project

Requires less preparation Requires careful preparation

Concerns a short period of time Concerns the whole period of project
realization

Usually related to using non-material May be connected to receiving material

incentives to increase motivation incentives to increase motivation

Provides feedback on a regular basis Provides summarized feedback about the
overall performance of the employee

Corrects undesired behavior and promotes | Provides directions for future development

positive behavior and good performance of the knowledge and skills of the
employee

Performance appraisal of project team members has two main goals:

— To improve the performance of employees by helping them realize how they cope
with their work in the project, what they could improve and in what direction they
should develop;

— To provide project managers information for taking decisions related to the work
under the project — how to get the best out of the team members and how to achieve
best results.

An important condition for effective flow of the overall process of performance
appraisal of project team members is binding the appraisal goals to the human resources
management goals and to the organization’s business strategy.

Another important moment for effective flow of performance appraisal is the selection
of one or a combination of several approaches for conducting the appraisal. The most
frequently used appraisal approaches in practice are: quality-oriented approach; behavioral
approach; result-oriented approach; target-based approach. The approaches used for the
purposes of conducting performance appraisal of project team members could be summarized
in two basic groups: approach, focused on performing management control and approach,
focused on developing employees. In the first approach, the focus is on the formal conducting
of the appraisal — filling the attestation forms, strict adherence to the stages in the process and
observing the rules and main requirements. This approach works best when everybody has
clear and particular goals or when the organizational culture encourages competition. The
second approach focuses on the communication between the manager and the employee. The
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approach works best with professionals, motivated and confident, capable of being
constructively critical and only if the work environment is positive and there is mutual trust.

The effective application of the selected approach is based on a good knowledge of the
position and the people that hold it. Nevertheless, considering the specifics of project
management, we believe it is more expedient and effective for project managers to use the
second approach, which is focused on the development of employees.

Appraisal of employees aims at optimizing the project performance effectiveness via a
better organization of human resources. The benefits for the organization, which realizes the
project, from an effectively conducted process of performance appraisal of project team
members, include the opportunity for creation of a target-oriented program for development
of the personnel, identification of talents and assessment of the employees’ potential, which
could help for engaging the right people in different projects. Even though only indirectly, the
appraisal system helps for improving the organizational relations, for developing a corporate
culture and forming a corporate identity.

Using appraisals, the project manager develops an opinion on the evaluated employee
and the employee, on his part, gets an idea of his place in the group. Appraisals motivate for
increasing qualification and improving performance. Using appraisals, the evaluated
employee is made sure that the goals and expectations about his performance are being
observed by the management. Appraisals contribute to forming and developing the
personality and educate criticism towards one’s own performance.

The properly conducted appraisal is also useful for developing internal communication
and for forming good work relations. Using the appraisal and the feedback for it, project
managers could achieve agreement with the employees regarding their level of performance
and receive information about important future steps related to specialization, career,
payment, and motivation.

3. REQUIREMENTS FOR EFFECTIVE PERFORMANCE APPRAISAL OF
PROJECT TEAM MEMBERS

The system of performance appraisal of project team members should be conformable
to the human resources management policy, the company culture and the maturity of the
organization, in which the project is being realized. This system could be developed by the
project manager but it may also use other specialists’ experience, appraisal systems already
developed in other organizations, which could be adapted for the specific needs of the
appraisal of the particular project team. Some of the main requirements for the development
of the appraisal system are given below:

— Sensitivity — the attestation system should be able to differentiate effective from
ineffective employees, i.e. effective from ineffective performance.

— Reliability — compatibility of the decision in appraising, i.e. no matter who is
appraising the employee, the appraisal should be identical or very similar.
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— Acceptance — the appraisal system should be accepted by the project team members; it
Is the project manager responsibility to define as clearly as possible the type and level
of performance behavior, expected and required from employees.

— Practicality — the tools and methods for appraisal should be easily understandable and
employable by the managers and employees.

The project manager ensures the overall organization for conducting the appraisal. He
is the one, who actually conducts the appraisal, since he constantly observes and controls the
performance of project team members. For larger and longer projects that require involvement
of a larger number of people in the project team, it is advisable to have appraisals conducted
by the employees’ direct managers. On the other hand, the project manager’s appraisal could
also be conducted either by a senior manager in the organization or by the portfolio manager,
if there actually is one, officially appointed and in charge of the management of all projects in
the organization.

Performance appraisal may be conducted only once — either at the end of the project or
immediately after its completion. For longer and more complex projects, shorter periods for
appraisal are recommended (at a period of three or four months as the project manager
decide). Given the quick changes today, it is not realistic to expect that absolutely concrete
goals could be set for a long period in future, neither that the proper way for their achieving
could be planned without the need of regular reviews and updates of these goals and the ways
they are to be realized.

The final objective of the appraisal process is improving the project team members’
performance. The meaning of appraising is not to give an assessment but to promote a change
to better performance. The easy part is gathering information, analyzing data and making
appraisal. The difficult part is provoking an actual change to a better performance. Such a
change is possible if there is a common idea about what needs to be done, if there is a
common understanding about how it should happen and when the following is present:

— interest and active support by the superior management;

— highly qualified specialists in charge of the appraisal;

— preparation of documents that regulate the work of the appraisal system;

— timely information for project team members about the goals and content of the
appraisal system;

— clear connection between the achieved results and the reward system.

4. THE PROCESS OF PERFORMANCE APPRAISAL OF PROJECT TEAM
MEMBERS

The process of performance appraisal of project team members includes the following
stages:
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4.1. PRELIMINARY STAGE

The first stage is related to the preparation and organization of the complete appraisal
process. It begins with the formulation of the individual goals. The main principle for the
process of setting goals is that individual goals should be identified in such a way that their
achievement at the level of the employee (the lower levels) would guarantee achievement of
the goals at the higher levels and ultimately achievement of the project goals, i.e. there should
be “cascading” of goals through which their realization would be achieved.

Setting and achieving goals is the groundwork of the effective and efficient project
management. Adherence to certain rules in the process of setting goals, correction, and system
control considerably increase the chances for understanding, accepting and achieving the
goals within the provided time and resources.

The manner of setting the goals greatly predetermines the wanted result. In this
connection, the checklist below could be used by project managers to assess the effectiveness
of the individually set goals of project team members. The included questions are «closed-
ended» and the ones that have a negative answer point out the problematic areas, which
should be reviewed by the manager.

Requirements Questions v
Realistic Did you analyze the situation objectively?
Did you formulate the goals clearly and precisely?
Do you have a system to measure the progress?

Effectively Did you explain the set goals?

communicated Are you sure that the goals are properly understood?

Significant Are the goals important for the success of the project,
the unit, the particular executor?

Unifying Did you explain to the employees how exactly

achieving their individual goals would affect their
work, the work of their colleagues, the success of the
complete project?

Laborious Are the set goals a challenge to the employees?

Do the goals allow the employees to show their abilities
and to develop their potential and skills?

Time bound Did you fix a deadline for achieving the goals?

Once the goals are set, the manager, together with the employee, who is going to work
on them, have to develop action plans by identifying the standards (indicators, control points)
that are to be used for assessing the success in achieving the set goals. Planning makes it
possible to attend to all important aspects for achieving the goal and allows identifying
potential difficulties and problems. Moreover, planning is helpful for the proper distribution
and coordination of the work.

Action plans may be both formal and informal but it is always best to have them
written down. Thus, both the manager and the employee can always go back to them and
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check the progress and directions for improving. The main items that must always be included
in the action plan are: goals (what end result is to be achieved); strategy (what particular tasks
are to be performed for achieving the goals); resources (what resources are required for
achieving the goals); criteria (which are the set indicators for determining the degree of
achievement of the goals) and deadlines.

Well-structured action plans could be later on supplemented and used as a basis for
developing the appraisal forms, which are required for the next two stages of the appraisal
process. The following information needs to be added for the purpose: formal information
about the appraised employee; scales for quantitative assessment of performance; place for
comments by the appraised person and the appraiser as well as recommendations for
development — what are the employee’s interests, what kind of projects he wishes to take part
in, what are his chances to participate in other projects, etc.

4.2. INTERIM STAGE

During the interim stage, it is advisable to hold interim meetings for discussing the
achieved goals, based on the set goals and tasks, as well as to practice effective couching.

Couching is an integral part of performance appraisal. Every organization that wishes
to apply a good performance appraisal system in order to develop its employees must practice
effective couching. Couching may be defined as the assistance that the project manager
provides to the employees for increasing their performance effectiveness. One of the main
tasks to couching are: to ensure an undisturbed environment, in which employees are able to
freely express their worries and problems; to develop in employees an understanding of their
strengths and weaknesses; to observe the employees’ progress in achieving their individual
goals; to identify the problems that are a holdback to progress; to assist for the creation of
alternatives and a final action plan for coping with the identified problems and, in general, to
help employees realize their own potential.

When conducted effectively, couching could be very useful by helping employees get
actively involved in achieving project goals and develop commitment and satisfaction with
the job done. But in order to have an effective couching, the following must be present:
friendly atmosphere; manager’s commitment; effective dialogue; focus on the goals related to
performance. [2]

4.3. FINAL STAGE

The final stage of performance appraisal is mostly related to conducting an attestation
interview, which is actually a formal conversation between the project manager and the
employee, aiming at finding an answer to the following questions: What part of the planned
tasks have been completed?; What part of the planned tasks have not been completed?; What
is the reason for not completing the planned goals and tasks?; and What could the employee
do to perform better from now on?

The project manager must prepare well for this conversation and he must also prepare
the employees for it. It is advisable to conduct one preliminary conversation with them, so
that they would know that to expect, when and where it would happen and how it would
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proceed. During the preparation process, it is also advisable that the project manager get well
aware of what he wants to achieve with the conversation, what he wants to focus on and how,
and what solutions he will propose to the one he is appraising.

The conversation should be held in an appropriate time and it should also take its time.
It should not be held in-between the other operative tasks but during some special time,
consistent with both the manager’s and the appraised person’s work schedule. The time that
should be spared for the conversation depends mostly on the maturity of the relations between
the appraised person and the appraisers and on the duration of the appraisal period but, in
general, the full-value conversation related to performance throughout the whole period of
realization of the project could not take less than 40-60 minutes.

The project manager should be well aware of what he is appraising. Whether he is
appraising the results, i.e. the past, or he is appraising the current level of competency, i.e. the
present, or he is appraising the potential, i.e. the future. It would be best if he is appraising all
three elements but he must be careful to appraise them separately and not to mix them up.

The recommendable approach to holding the conversation is the Problem Solving
Approach but only if both the manager and the appraised person are sufficiently mature
employees (both have the desire and the required knowledge and skills to achieve goals). In
this approach, the employee is active in the discussion regarding his behavior, in the
identification of measures to improve it. The final appraisal of his performance is put into
final shape during the conversation, instead of given in advance by the manager.

During the conversation the feelings of the appraised person should be taken into
account. Everyone seeks approval to what he does well or at least expects that if he is to be
criticized, criticism would be done in a reasonable and justified way. This could be achieved
if criticism is given not from a position of a judge, expert, or a psychologist, but when the
described behavior in actually observed and described with objective and real terminology.
And the focus should be on the behavior that the employee is able to change rather than on the
behavior that is a result of some factors beyond the employee’s reach.

The feedback is the essence of the attestation interview. When appraising, it is good to
know that people get feedback not only from their managers. They also get it from
themselves, from other colleagues and from the very job itself. For example, the successfully
completed difficult task itself gives feedback, implying that the person has coped well. Thus,
when someone is deciding on what efforts he should make as a result of the appraisal, he first
thinks of whether the feedback source is someone he could trust and whether the appraisal
system is fair. The feedback is effective when the manager ensures that it:

— Is focused on the behavior of the subordinate rather than on his personality;
Concerns behavior that could be changed,;

Is particular rather than general and is based on data rather than impressions;
Encourages positive behavior and good performance;

— Is timely.

In summary, we could say that the structure of the attestation interview comprises the
following stages:
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- First, the objective and the structure of the conversation should be identified and a
positive environment for holding the meeting should be created.

- Second, a review of the facts should be made, i.e. what has happened, and the facts
should not be interpreted but the principle “facts speak for themselves” should be
employed instead.

- Third, the subordinate should be allowed to express his opinion on what he could
improve in his work.

- The project manager expresses his opinion as early as the fourth step.

- Then, as the fifth step, an analysis on how the employee’s performance could be
improved may be made. The fields that need change are identified and the ways this
could be done are discussed as well as the resources needed, the periods, etc. If there
are any misunderstandings between both of them, here is the moment to settle them
out.

- Only then it could be proceeded to the last step — setting developmental goals, and it is
important that they be attainable, measurable and motivating for the employee.

“Each of these steps could be shorter or longer but it is advisable that this sequence be
followed so that one can really expect commitment to what needs to be achieved as well as
taking an active role by the appraised person.” [3]

5. POSSIBLE PROBLEMS IN PERFORMANCE APPRAISAL OF PROJECT TEAM
MEMBERS

Performance appraisal may create a number of problems, which could question the
effective flow of the process. The possible errors that could be made during appraisal may be related
to:

— Bias — the appraiser is biased against the person appraised or is extremely careful to
remain unbiased and both cases may result in wrong appraisal;

— “The halo effect” — the common sympathy or antipathy to the person appraised
influences the unbiased appraisal,

— Contrast — when several employees are being compared to each other rather than being
compared to the performance standards;

— The error “of the present moment” — when the appraisal is given based on the current
behavior of the person appraised, this error is most probable when the appraisal is
being conducted for a large period of time and no information is collected for the
complete period,

— Everybody is “about average” — the appraiser does not differentiate between good
achievements and bad results but appraises everybody against an average level
instead;

— Appraising wrong features — it is not the actual work of the employee that is being
appraised but other behavior that is easier to observe, e.g. looking busy, being
friendly, etc.
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— Focusing on the past — appraisers fail to realize the opportunities, provided by
performance appraisals to not only appraise the past but, much more important, to
prepare the employee for success in the future; too many discussions on performance
appraisal are focused only on identifying what used to work in the past and
particularly what did not work in the past; performance appraisal could much more
effectively be used as a trampoline to an open discussion on the expectations for the
future.

The above errors could be overcome by “developing a system of indicators in
accordance with the roles in the project, selecting an adequate appraisal method and
compulsory training” [4] of project managers, who are in charge of the effective flow of the
process of performance appraisal of project team members.

6. CONCLUSION

Performance appraisal of project team members is a difficult and stressful work for
project managers because this process requires from them to use different skills, additional
resources and patience. Nevertheless, all efforts are worth the time, since appraisal contributes
to increasing the strengths of project team members, reducing their weaknesses and, in
general, it facilitates the development of their potential.

It is a fact that project managers do not get from project team members the behaviour
they say they want to see, but they get the behaviour they appreciate and encourage.
Performance appraisal is a great opportunity to assess this behaviour and to encourage it in a
proper way.
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NOISE MONITORING AND MANAGEMENT IN AGRARIAN ISSUES
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Abstract: The presence and increase of noise in agricultural production is a result of
development and ever-growing use of machinery and specific-purpose devices. As such, it
makes an increasing problem for employees. Significant results in the protection against noise
can be achieved by understanding, managing and monitoring the noise. The appearance of
procedures, materials and means which raise the level of protection against noise contribute to
the finding of efficient solutions to these problems.
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1.UVOD

Posmatrajuéi pravce razvoja mehanizacije i same proizvodne prakse u poljoprivrednoj
proizvodnji, dolazi se do zakljucka da je buka, i problemi koje ona proizrokuje, sve prisutnija
u toj oblasti. Otvorenost trzista, slobodnog protoka tehnologija i postupaka, razmena ideja,
dostupnost znanja bi prebalo da uticu na sve vecu efikasnost u zastiti zaposlenih u agraru od
buke. Medutim, to se jo$ uvek ne deSava. Ocigledna nespremnost poljoprivrednog sektora da
prihvati koriS¢enje metoda za smanjenje buke je verovatno posledica, bar delimi¢no,
potrebnih troskova za njithovu primenu.

2. POSLEDICE KOJE DONOSI BUKE

Tesko je proceniti broj radnika u poljoprivredi koji trpe oSte€enja sluha od povecane
1zloZenosti visokim nivoima buke u R.Srbiji. Studijom u Sjedinjenim Ameri¢kim Drzavama
iz 1981.god. se doSlo do podataka da je 10% radnika na farmama, njih 3,6 miliona, izloZeno
vecem od prosecnih dnevnih nivoa buke u uznosu od 85 decibela, dok uticaj buke na porodice
farmera nije istrazivan. [1]

Izlaganje glasnoj buci, narocito tokom duzeg vremenskog perioda, moze izazvati
osteCenje 1 gubitak sluha. Duza izlozenost buci, koja je nastala kao posledica upotrebe
poljoprivredne mehanizacije, moZze dovesti do trajnog gubitka sluha, ukoliko se ne preduzmu
mere za kontrolu i zastitu od buke. Buka moze izazvati i druge probleme, u interakciji sa
drugim opasnostima na radnom mestu, i na taj nacin poveca rizik po zdravlje zaposlenih:

— moze uzrokovati pojavu stresa, koji se kasnije reflektuje na pogorSanje zdravstvenog

stanja zaposlenih: povisen krvni pritisak, razdrazljivost, nevoljnost, anksioznost,
osecaj nesigurnosti, narusavanje psihomotorne ravnotoze (belezi se povecan broj
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gresaka pri radu), osteéenje mentalnih funkcija, smanjenje preciznosti i koordinacije

pokreta, vrtoglavica i gubitak ravnoteze,

— moze otezati komunikaciju izmedu zaposlenih i maskirati razne zvuke upozorenja,
— uinterakciji sa raznim hemikalijama i njihovim isparenjima moZze dovesti do

ostecenja sluha i uzrokovati gluvocu.

Dugotrajna izlozenost visokim nivoima buke moze prouzrokovati trajni gubitak sluha
koji se ne moze leciti, ali se moze spreciti. Poslodavci imaju zakonske obaveze da sprece ili

smanje izlozenost radnika buci.

U tabeli broj 1. su dati nivoi buke koji su zabeleZeni prilikom rada odredenih masina

na poljoprivrednim poslovima:
Tabela broj 1: Primer nivoa buke u agraru [1]

Example of Noise levels in Agriculture
Agricultural Machinery

Cascade grain drier

Cross flow grain drier

Green crop drier

Roller/crusher mill for feed preparation
Hop cleaner/picker

Vegetable preparation area/packing shed
Beet harvester

Tracklayer

Blower/duster (man carried)

Chain saw

Turkey plucker

Turkey house

Orchard Sprayer

Use of Tractors

Tractor with Disc Mower

Tractor with high density baler

Tractor with hedge cutter

Tractor with orchard sprayer

Tractor with straw chopper

Tractor with cab

Tractor without a Cab

Tractor at full throttle

Tractor at Full Load

All Terrain Vehicle
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L [dB(A)]
93.4 dB(A)
93.8 dB(A)
89.8 dB(A)
92.3 dB(A)
93.9 dB(A)
91.6 dB(A)
91.7 dB(A)
97.5 dB(A)
89.4 dB(A)
103.9 dB(A)
99.8 dB(A)
94.4 dB(A)
85-100 dB(A)

91.1 dB(A)
96.8 dB(A)
89.6 dB(A)
97.9 dB(A)
90.4 dB(A)
73-90 dB(A)
91-99 dB(A)
105 dB(A)
120 dB(A)
100 dB(A)
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3. PREVENCIJA 1 SMANJENJE BUKE U POLJOPRIVREDI

Bukom se mora aktivno upravljati kako bi se smanjila izlozenost radnika njenim
negativnim efektima. Taj menadzment proces se moze predstaviti i posmatrati kroz sledece
faze.

1. Izvrsiti procenu stanja: nadlezna osoba treba da proceni rizike koji se javljaju pri

izlaganju buci.

Eliminisati: ukloniti izvore buke.

3. Kontrola: iskoristiti sve mere i mogucénosti da se spre¢i nepotrebno izlaganje kao i
nepotrebno stvaranje buke, pa sve do koriS¢enja sredstava za li¢nu zastitu kao
poslednjeg sredstva.

4. Monitoring: pratiti stanje, proveravati da li ima nekih promena u radu, i vr$iti izmene
u metodama procenjivanja na osnovu nastalih promena, kao i kontrole nad njima.

N

Procena

Izlozenost radnika buci je potrebno konstantno procenjivati. U tom postupku je
potrebno posebnu paznju obratiti na sledece:
e izlozenost radnika, ukljucujuéi:
— nivo buke, tip buke i trajanje izloZenosti buci i da li radnik pripada odredenoj grupi
rizika;
— 1izvrSiti procenu efekata ototoksi¢nih supstanci (materija koja moze da osteti sluh) u
interakciji sa bukom i vibracijama na zdravlje i bezbednost radnika;
e rizici po zdravlje i bezbednost radnika usled nemoguénosti primanja signala upozorenja 1
alarma;
e proSirenje izloZenosti buci van redovnog radnog vremena koja su u nadleznosti
poslodavca;
e tehnicko znanje i informacije, ukljucujuci:
znanje o informacijama o emisiji buke koje obezbeduju proizvodaci opreme za rad,
postojanju alternativne opreme za rad, projektovane da smanji emisiju buke;
relevantne informacije iz zdravstvenog nadzora;
dostupnosti odgovarajucih zastitnih sredstava protiv buke.

Eliminacija buke
Gde god je to moguce, izvore buke bi trebalo eliminisati. To se moze posti¢i

primenom odgovarajuc¢ih metoda pri samom projektovanju i izgradnji. Kada eliminacija buke
nije moguca, onda je potrebno njome upravljati i kontrolisati je.
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Kontrola

Postoje tri koraka u zastiti radnika od buke, koriste¢i tehni¢ke i organizacione mere
[2]:
1. smanjenjem nivoa buke na samom izvoru,

2. koris¢enjem kolektivnih mera zastite;
3. upotrebom individualnih zastitnih sredstava.

Smanjenje nivoa buke na samom izvoru:

— upotrebljavati maSine sa manjom emisijom buke;

— Smanjiti uticaj vibracija pojedinih delova ili sklopova;
— postaviti prigusivace;

— vrsiti redovno preventivno odrzavanje.

Kolektivne mere zastite:

Akcije koje se mogu preduzeti da se smanji izloZzenost buci svih onih koji mogu biti
izlozeni. Te mere ukljucuju:

— izolovanje bu¢nih procedura i ogranicavanje pristupa bucnoj sredini;

— eliminisanje vazdusnih puteva prenosa buke upotrebom kucista i barijera;

— koriS¢enje absorbujucih materijala, radi manje refleksije zvuka, u zgradama gde se vrsi
uzgoj stoke (Stale), spremanje hrane (mlinovi i pogoni za proizvodnju stocne hrane);

— organizacija posla bude takva da vreme provedeno u bucnoj sredini bude ograni¢eno
(npr. mehanicki ili automatski sistemi hranjenja mogu smanjiti potrebu ulaska u
zgradu kada nivo buke dostigne svoj vrhunac);

— planiranje radnih obaveza treba da bude organizovano na nacin da $to manji broj
zaposlenih bude izloZen povecanim nivoima buke a da se radna obaveza nesmetano
obavi;

— sprovodenje radnog rasporeda koji kontroliSe izloZenost buci.

Idividualna zasStitna sredstva:

Idividualna zaStitna sredstva treba koristiti kao poslednje sredstvo u zastiti od buke.
Na koji nacin se mogu koristiti:

— idividualna zastitna sredstva se moraju koristiti na radnim mestima koja zahtevaju
njihovu upotrebu;

— moraju da budu odgovaraju¢a za odredenu vrstu posla, tip 1 nivo buke koje radno
mesto donosi i da bude kompatibilna sa drugom zastitnom opremom;
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— radnici treba da imaju izbor odgovarajuée opreme za zastitu sluha, koja ¢e im pruziti
odgovarajucu udobnost i nesmetanost pri radu;

— zaposleni moraju imati adekvatna znanja o koriS¢enju i odrzavanju opreme koju
Koriste.

Monitoring

Cesce preispitivati procenu rizika od buke i u skladu sa njom vrsiti korekcije i izmene
u upravljanju bukom.

Obuka

Obuka je vazan deo upravljanja bukom. Osobe koje su obavezne da prisustvuju obuci
koja tretira pitanja zastite od buke:

— lica koja su izvrsila procenu rizika od buke;

— menadZeri, kako bi mogli da ispune svoje obaveze u pogledu upravljanja, kontrole 1
evidencije;

— radnici, koji treba da znaju kako i zasto se koristi oprema i mere kontrole u svrhu
zastite od buke kao i smanjenju izlozenosti buci.

Obuka treba da se zasniva na $to konkretnijim i praktiénim primerima. Cilj treba da
bude minimiziranje uticaja od izloZenosti buci svih zaposlenih. Pri obuci posebnu pazZnju
treba obratiti na novozaposlene.

Zdravstveni nadzor i pradenje

Radnici imaju pravo na odgovaraju¢u zdravstvenu zaStitu i nadzor. Potrebno je
povremeno vr$iti audiometricka merenja da bi se ustanovilo da li radnici imaju oStecenja
sluha. Rezultati i saznanja do kojih se dolaze prilikom ovakvih kontrola mogu se Koristiti za
pregled mera procenjivanja i upravljanja rizikom.

Konsultacije sa radnicima

Radnici vrlo Cesto znaju dosta o konkretnim problemima koji se javljuju u vezi sa
bukom. Takode, imaju 1 vrlo konstruktivne predloge za njihovo reSavanje. Konsultacije medu
zaposlenima i njihova neprekidna saradnja i komunikacija, mogu dosta doprineti u proceni
rizika od buke, kao 1 o uspesnoj borbi protiv nje.

4. ZAKLJUCAK

Ubrzani razvoj tehnologije i tehnike ¢e svakako, u narednom periodu, olaksSati i
usavrsiti poljoprivrednu proizvodnju. Medutim, ovakvi pravci razvoja ¢e zasigurno povecati
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broj izvora buke. Da bi se uspesno borili od narastajuc¢ih efekata buke u poljoprivrednoj
proizvodnji, potrebno je da se svi ukljuCeni u te procese pridrzavaju preporucenih pravila i
mehanizama, da aktivno prate i ucestvuju u reSavanju problemarike a sve radi Sto uspesnije
borbe sa narastaju¢om pojavom buke.
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Abstract: A small number of events and phenomena in groups, organizations, and society in
general, can be explained without the concept of power. A significant part of the life and work
of people in organizations is determined by the sources and processes of acquisition and use
of power. A positive way of using power by managers means that managers elict the best and
the highest quality of work from employees. One of the strategies for this kind of use of
power in the organization is the power sharing, which could empower employees to utilize
their skills and talents in the best possible way. The essence of growth and development or
empowerment of employees consists of four dimensions: the harmony between the role of
employees and their values and beliefs; competence; confidence and influence employees.
The results of the research conducted in the corporation "Zitopromet" in Zajecar show how
modern managers use their power in the organization and how much employees are self-
empowered.

Keywords: Power, influence, power sharing

1. UVOD

Pojam mo¢i, koji sam po sebi predstavlja vazan socijalni fenomen, jo§ uvek nije
striktno definisan. Koncept mo¢i drevan je i sveprisutan, kako u ljudskoj istoriji, tako 1 u
svakoj druStvenoj teoriji. Brojni mislioci i filozofi, od Platona i Aristotela, preko Makijavelija
1 Hobsa, do Pareta 1 Vebera, posvetili su naroCitu paznju moc¢i, kao 1 pojavama vezanim za
nju. Re¢ mo¢, ali 1 njeni sinonimi, utkani su u jezicima naroda Sirom sveta, od drevnih
civilizacija, sve do danas. Ideja moc¢i jeste da se uti¢e na druge, bilo kroz taktiku ili kroz
otvorenu prinudu. Mo¢ je mera u kojoj pojedinac moze uticati na druge da izvrse odredenu
naredbu. Ukupna mo¢ koju menadZer poseduje sastoji se iz dve razli¢ite vrste moci: pozicione
1 licne mo¢i. Poziciona mo¢ je mo¢ koju donosi pozicija menadZzera u organizaciji, dok licna
moc¢ predstavlja mo¢ koja proisti¢e iz odnosa menadzera sa drugim zaposlenima. MenadZeri
svoju ukupnu mo¢ mogu povecéavati poveéanjem licne moéi [2].

Mo¢ se definiSe kao sposobnost donosenja odluka, odnosno kao sposobnost da se
kontroliSe ponaSanje drugih. Pa ipak, mo¢ ne dolazi do izrazaja samo u odnosu izmedu dve
osobe. Zato potpunije odredenje moci predstavlja sposobnost pojedinaca ili grupe da uticu na
ponaSanje drugih pojedinaca, odnosno grupa. Osobe, grupe i podgrupe koje imaju mo¢,
nazivaju se centrima moci. Jedna grupa moze imati viSe centara moci, pa se onda o odnosu
moci koji poseduje svaki od centara, moze govoriti kao o raspodeli mo¢i [1].
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2. POJAM I DEFINICIJA MOCI

Re¢ mo¢ ima viSe znacenja. U latinskom jeziku ,,potentia“ znaci sila, odnosno mo¢, a
»potestas® — vlada ili vlast. U engleskom, re¢ ,,power“ oznaava mo¢, snagu, jacinu ili
autoritet. Mo¢ je definisana na vrlo razli¢ite na¢ine. Mo¢ se moze definisati kao sposobnost
pojedinaca da ostvare svoje Zelje. Druge definicije moc¢i naglaSavaju promenu ponasanja
inferiornog ucesnika u odnosu na mo¢ uticaja, odnosno da osoba A ima mo¢ nad osobom B u
onom stepenu u kojem moze da privoli osobu B da ucini nesto $to inace ne bi ucinila. Sve
definicije ukazuju na to:

- da je mo¢ socijalnog karaktera, odnosno da ona postoji samo ako postoje najmanje dva
ucesnika u medusobnom odnosu

- da mo¢ predstavlja sposobnost superiornog aktera da u tom odnosu promeni ponaSanje
inferiornog aktera i da ga prisili na odredene akcije, ¢ak i kada je to protivno njegovim
Zeljama i interesima [9].

Moze se zakljuciti da mo¢ predstavlja sposobnost socijalnog aktera, bio to pojedinac
ili grupa, da u datom socijalnom odnosu promeni ponasanje drugog socijalnog aktera. Sto je
veca sposobnost uticanja na druge da bi se ostvarili sopstveni ciljevi i potrebe, to je i mo¢
veca [10].

3. KORISCENJE I IZVORI MOCI

Postoje brojni nacini i putevi da se moc iskoristi za postizanje unapred odredenih
ciljeva. Ona se najbolje koristi tiho, bez privlac¢enja posebne paznje. Pojedinci sa velikom
koli¢inom mo¢i obi¢no rade tiho, nevidljivo 1 strpljivo, ,,iza scene®, izbegavajuci preterani i
nepotrebni, a ponekad i bilo kakav publicitet. U praksi funkcionisanja organizacije, mo¢ je
poluga za ostvarivanje odredenih ciljeva, kako organizacije, tako i pojedinaca. Moc¢ je
sredstvo da se odredene stvari urade, odnosno, ona predstavlja orude za rad. KoriS¢enje moci
podrazumeva da se iz ljudi, kolega na poslu, saradnika ili podredenih, izvuce ono najbolje i
najkvalitetnije Sto svojim radom i aktivnostima mogu da pruze. Sama po sebi, mo¢ ne
predstavlja ni pozitivnu ni negativnu, ni dobru niti loSu osobinu ili karakteristiku. Pojedinac
moze da nauci da je koristi i upotrebljava, da pomocu nje bude znacajniji, bogatiji i sre¢niji,
ali 1 korisniji sebi, organizaciji u kojoj radi 1 sredini u kojoj Zivi. Ucenjem se raspoznaju znaci
prave - istinske mo¢i, kao nacini borbe, metode i mehanizmi za konkretizovanje, ispoljavanje
i jacanje liéne moc¢i [5].

John Kotter je definisao Sest klju¢nih karakteristika moc¢i. Menadzeri koji sa uspehom
koriste mo¢:

1. razumeju izvor svoje moci,

2. shvataju da svaki izvor mo¢i ima svoju tezinu, rizik koji mu je svojstven, ali i
koristan ukoliko se mo¢ pravilno primeni,

3. shvataju da je svaki izvor moc¢i koristan i znac¢ajan za njihov rad,
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4. imaju cilj kojem teze u karijeri,
5. ponaSaju se zrelo 1 imaju samokontrolu,
6. shvataju da je mo¢ neophodna kako bi se posao dobro obavio [7].

Izvori mo¢i pojedinaca najcescée se opisuju klasifikacijom koju su dali French i Raven:

e  Moc¢ nagradivanja — mo¢ koja proistice iz ¢injenice da posednik mo¢i moze da nagradi
drugu osobu. Ukoliko Zeli da osvoji nagradu, ta druga osoba mora da izvrSava naloge
koje daje ili samo nagovestava osoba posednik moc¢i. Nagrade ne moraju biti samo
materijalne, mada su one najc¢esc¢e. To mogu biti i paznja, ljubav, podrska.

e Mo¢ kaznjavanja — bazira se na sposobnosti posednika moc¢i da kazni lice izloZeno
mo¢i ukoliko ono ne izvrs$i odredeni nalog. Kazna je obi¢no u formi uskradivanja
resursa, kao $to je: onemogucavanje napretka, nov€ana kazna, otkaz.

o Legitimna mo¢ — je oblik mo¢i koji se bazira na formalno datom pravu posedniku
mo¢i da vrsi mo¢.

o FEkspertska mo¢ — je oblik mo¢i u kome posednik moci kontroliSe znanje ili
informacije kao resurs koji je drugome potreban. Posednik moci ostvaruje uticaj na
druge zahvaljujuéi sopstvenom znanju ili informacijama koje poseduje.

e Referentna mo¢ - resurs koji posednik mo¢i kontrolise u ovom slucaju je sam posednik
mo¢i i njegove li¢ne karakterisitike. Njegova mo¢ proistice iz zelje inferiorne osobe da
se druzi, poistoveti ili oponasa posednika moc¢i. U tom slu€aju, superiorna osoba
ostvaruje uticaj na inferiornu, ¢ak i kad to ne zeli ili toga nije svesna [6].

4. DELJENJE MOCI

Pozitivan nacin kori§¢enja mo¢i od strane menadZera podrazumeva da se iz zaposlenih
izvuce ono najbolje 1 najkvalitetnije Sto svojim radom 1 aktivnostima mogu da pruze. Jedna od
strategija za ovakav vid koriS¢enja moc¢i u organizaciji predstavlja deljenje moci, ¢ime ¢e se
zaposleni osnaziti da iskoriste svoje vestine i talenat na najbolji moguéi nacin. Kako moderne
organizacije postaju sve vise ravnije, odnosno u sve vecoj meri gube hijerarhijske nivoe, tako
deljenje moci postaje sve vaznije. Conger i Kanungo definisu mo¢ kao ,,postavljanje uslova za
veéu motivaciju kroz razvoj jakog osecaja licne samoefikasnosti [3]. Ovo podrazumeva
deljenje moc¢i na nacin koji omogucava da pojedinci ucestvuju u procesu odlucivanja, §to
predstavlja najbolju soluciju da se iskoriste veStine i talenti zaposlenih. Spreitzer i sar.
smatraju da suStinu rasta i razvoja odnosno SsamosnaZzivanja zaposlenih ¢ine Cetiri dimenzije:

sklad izmedu uloge zaposlenih i njihovih vrednosti i verovanja
kompetentnost

samopouzdanje

uticaj zaposlenih [11].

el A

Sklad izmedu uloge zaposlenih i njihovih vrednosti i verovanja predstavlja motor kroz
koji zaposleni postaju motivisani za svoj posao. Ukoliko srce zaposlenih nije u onome §to
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rade, oni ne mogu biti osnazeni. Kompetencija je verovanje da neko ima sposobnost da svoj
posao radi dobro. Bez kompetencije, zaposleni ¢e se osecati neadekvatnim. Samopouzdanje
znaci da pojedinac ima kontrolu nad onim Sto radi i da to radi efikasno. Zaposleni koji samo
prate naredenja svojih predpostavljenih ne mogu imati osecaj snage. Bez adekvatnog uticaja i
ose¢aja da mogu da doprinesu ciljevima organizacije, zaposleni ne mogu biti osnazeni.
Zaposlenima su neophodne sve Cetiri dimenzije samoosnazivanja da bi se osetili u potpunosti
moc¢nim, i tek tada ¢e organizacija poznjeti rezultate iz procesa motivisanja. Rezultati
ovakvog nacina rada odlikuju se efektivno$c¢u, satisfakcijom i manjkom stresa na radnom
mestu. Lako je zalagati se za osnazivanje, ali ga je teSko sprovesti u praksi.

Menadzeri mogu pomoc¢i svojim zaposlenima da steknu samopouzdanje kroz sledece
smernice:

- menadZeri treba da ukazu poverenje zaposlenima i postave visoka ocekivanja. Pozitivna
oc¢ekivanja mogu doneti dobre performanse.

- menadZeri treba da daju Sansu svojim zaposlenima da u€estvuju u procesu donosenja odluka.
To znaci ucesce i u glasanju i u kona¢nom izboru. Zaposleni ne treba da budu upitani samo za
svoje miSljenje o nekom pitanju; oni moraju da imaju i pravo glasa prilikom donoSenja
odluke.

- menadZeri treba da izbace birokratska ogranicenja koja guse autonomiju. Kompanije ¢esto
imaju zastarela pravila i politiku koja sprecava zaposlene da upravljaju sami sobom.

- menadzeri treba da postave inspirativne i smislene ciljeve. Kada pojedinci osecaju svoj li¢ni
cilj i korist, viSe su zainteresovani da preuzmu odgovornost kako bi se taj posao dobro obavio

[8]
5. REZULTATI ISTRAZIVANJA

Istrazivanje je sprovedeno u akcionarskom drustvu ,Zitopromet® — Zajelar, Cija
osnovna delatnost obuhvata mlevenje Zitarica i proizvodnju: brasna, hleba, peciva, slanih
Stapi¢a i testenine. Od ukupno 85 zaposlenih u a.d. ,,Zitopromet®, 50 je popunilo anketni
upitnik pod nazivom ,,Are you self-empowered” preuzet iz udzbenika ,,Organizational
behavior” [8]. U anketiranju je ucestvovalo ukupno 29 zena i 21 muskarac. Ispitanici su
odgovarali na pitanja koja se ticu njihovog ponaSanja u odredenim situacijama. Svojim
odgovorima trebalo je da pokazu koliko su samoosnazeni, odnosno koliko imaju
samopouzdanja, te kakvom energijom zrace u svom privatnom i poslovnom okruZenju.
Bodovanje se vrSilo prema unapred utvrdenom klju¢u. Poeni koje su zaposleni ostvarili
klasifikovani su u 3 grupe: od 0 do 10, od 11 do 15 od 16 do 20 poena. U nastavku su dati
neki od rezultata.

142



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

Peayntami ykynHor Bpoja anketiranih sanocnennx.

@ Od 0 — 10 peona
Bod 11 do 15 poena
B’ Od 16 do 20 poena

Grafikon 1. Rezultati ukupnog broja ispitanika

Ovakav rezultat ankete, gde je ¢ak 22 od ukupno 50 anketiranih zaposlenih, imalo od
11 do 15 poena, pokazuje da zaposleni u a.d. ,,Zitopromet“ nisu najspremniji da se uhvate u
kostac sa krupnijim problemima. Oni reSavanje slozenih situacija radije prepustaju drugima,
nego $to su u stanju da se sami izbore sa njima. I pored ulozenog truda, ponekad svojim
negativnim ponaSanjem i melanholi¢nim pristupom zivotnim problemima uti¢u na sopstvenu
produktivnost. Stoga nisu u stanju da preuzmu odgovornost za velike projekte. Oni se drze
pravila ,,zlatne sredine®.

Paaynmami meHa.

W Od 0 do 10 poana
0Od 11 do 15 posna
B Od 16 do 20 poena

Grafikon 2. Rezultati anketiranih ispitanika Zenskog pola

Na osnovu grafickog prikaza dobijenih rezultata, moze se zakljuciti da je najviSe
anketiranih zena imalo izmedu 11 i1 15 poena. To pokazuje da one nema ju dovoljno
samopouzdanja i da reSavanje komplikovanijih problema prepustaju drugima, dok one
jednostavnije reSavaju same. One ulazu napor da savladaju strah od preuzimanja
odgovornosti, ali ith u tome spretava nedostatak samopouzdanja. Njih 9 od ukupno 29
anketiranih, nimalo ne veruje u svoje sposobnosti. Stalno su nezadovoljne i nespremne za
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sloZene situacije. Misle da njihov trud i zalaganje nece promeniti niSta. One zapravo veruju da
je svet kontrolisan sudbinom. Drugih 9 Zena su u stanju da preuzmu odgovornost u svakoj
situaciji. Rade ¢ak i poslove koji se drugima ¢ine nemogu¢im. Svoje nadredene postuju, ali
umeju da odbrane svoj stav 1 misljenje, ¢ak 1 onda kada se oni ne poklapaju sa misljenjem i
stavovima nadredenih. Vole izazove i promene. Veruju u sebe i misle da mogu promeniti svet.

FoaynTamy MyLluKapaLua.

| Od o do 10 poana
Od 11 do 156 poena
B Od 16 do 20 poana

Grafikon 3. Rezultati anketiranih ispitanika muskog pola

Sa datog grafickog prikaza, moZe se uociti da jer najve¢i broj muSkaraca (njih 9),
ostvarilo izmedu 11 i 15 poena. Kao §to je slucaj sa zenama, i muskarci zaposleni u a.d.
,Zitopromet*, nisu najspreminiji da se uhvate u kostac sa slozenijim problemima. Oni Zele da
rade i trude se, ali kad naidu teSka vremena, radije odgovornosti prepustaju drugima. Njih 8
pati od nedostatka samopouzdanja. Stalno se Zale i nisu u stanju da se nose sa problemima
bilo koje vrste. Ne mogu da nadu motiv da napreduju. Gotovo uvek traZze mane, kako se bi
tako 1 drugima. Apsolutno su nezainteresovani za sve Sto se dogada oko njih. Samo 4
muskarca je imalo izmedu 16 i 20 poena. Oni su uvek budni, spremni da krenu u akciju. Svoje
stavove izrazavaju jasno i argumentovano. [zazovi ith motiviSu.

TM ZANOCTSHMX Ca HMKOM CTRYHYHOM CNPEMOM,

9
8
7
6
Bpoj paaumxa. f
34
2,
71 4
0 += -
Od0do10 Od11do15 ©Od16do20
poena poena poena

OcTeapeuw 6poj noemMa.

Grafikon 4. Rezultati ispitanika sa niZom stru¢nom spremom.

Najveci broj zaposlenih sa niZom stru¢nom spremom imao je od 0 do 10 poena.
Dobijeni rezultat ukazuje na Cinjenicu da su zaposleni sa nizim stepenom obrazovanja
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podlozniji depresivnom ponasSanju i negativnom razmisljanju. Ovi ljudi nisu u stanju da misle
pozitivno ni o jednom segmentu svog zivota. Na svet oko sebe gledaju sa setom i veruju da ga
niSta §to oni urade nec¢e uciniti boljim. Zbog takvog poimanja zivota, na ove ljude je veoma
lako uticati, jer oni nemaju ni volje ni zelje da se bore za svoje ,,mesto pod Suncem®. Svega 2
ispitanika je ostvarilo izmedu 11 1 15 poena, §to pokazuje da su oni neSto spremniji da
preuzmu odgovornost za neke sitnije zadatke, ali ne i da reSavaju one krupnije i
komplikovanije. Nijedan od zaposlenih sa nizom stru¢nom spremom u a.d. ,,Zitopromet*, nije
imao od 16 do 20 poena, Sto ukazuje na to da su ovo ljudi na koji nemaju svoje ,,ja* i na koje
je vrlo lako uticati.

M AANOCNEHMX G CPEAHOM CTPYUHOM

Od0do10 Od11do ©Od16do
poena 15 poena 20 poena

Ocreapexun 6poj noeHa.

Grafikon 5. Rezultati ispitanika sa srednjom stru¢nom spremom

Najvise zaposlenih sa srednjom stru¢nom spremom imalo je od 11 do 15 poena. Takav
rezultat pokazuje da vec¢ina njih pokuSava da reSava sloZene probleme, ali da ih u tome remeti
njihovo, s vremena na vreme, negativnho ponasanje. Ovi ljudi su sposobni da urade
jednostavnije stvari koje se od njih traze, ali kad naidu na tezi problem, skloni su da se
povuku i to prepuste drugima. Samo mali broj zaposlenih sa srednjim stepenom obrazovanja,
svega 3, ne poseduje Zelju da napreduje. Oni imaju sklonost da kritikuju i sebe i druge. Cak
njih Sestoro sa srednjom Skolom poseduje jaku Zelju za uspehom. Ovi ljudi se ne plase lica od
autoriteta, ve¢ im ukazuju postovanje, ali svoje stavove i misljenja ne menjaju lako. U stanju
su da ih iskazu, ¢ak 1 onda kada se od njih bas to i ne trazi.
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Grafikon 6. Rezultati ispitanika sa viSom stru¢nom spremom.

I zaposleni sa viSom stru¢nom spremom, poput onih sa srednjom, vole ,,zlatnu
sredinu®. Oni Zele da resavaju jednostavne probleme, dok se pred onima koji su od vitalnog
znacaja za njihovo preduzeée — povlace. Vrlo je iznenadujuce Sto je ¢ak 3 od ukupno 8
anketiranih sa viSom stru¢nom Skolom, imalo od 0 do 10 poena. Oni su nezadovoljni sami
sobom, a ljudima koji se trude da svoj posao obavljaju najbolje $to mogu, iskljucivo traze
greske.

:ﬁﬁbenouux €a BUCOKOM CTPYYHOM
e cnpemom.
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Grafikon 7. Rezultati ispitanika sa visokom stru¢nom spremom.

Od ukupno 13 anketiranih sa visokom stru¢nom spremom, po 6-0ro njih je imalo
izmedu 11 i 15, odnosno izmedu 16 i 20 poena, dok je samo jedan zaposleni imao od 0 do 10
poena. Ovakav rezultat pokazuje da su ljudi sa visokim obrazovanjem znatno spremniji da
rade na slozenijim projektima 1 da reSavaju slozene probleme. Oni ,pucaju“ od
samopouzdanja, spremni su da brane svoje stavove po svaku cenu. Svet je za njih podruéje
koje treba istraziti 1 pokupiti ono najbolje Sto on pruza.
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6. ZAKLJUCNA RAZMATRANJA

Iz rezultata dobijenih anketiranjem zaposlenih, moze se zakljuciti da bi u
akcionarskom drustvu ,,Zitopromet“ iz Zajelara, svoje ,jmesto pod Suncem® trebalo da
pronadu sve Cetiri Kongerove dimnezije samoosnazivanja: znacenje, kompetencije,
sampouzdanje i uticaj. Da bi rezultat njihovog rada bio zadovoljavajuci, zaposleni moraju
raditi ono §to vole. Ukoliko to nije slucaj i ukoliko rade samo ono S$to moraju, rezultati
njihovog rada bice losi, Sto ¢e se odraziti i na funkcionisanje preduzeca u celini. Jedan
nezadovoljan radnik — problemi u najavi za ¢itavu organizaciju.

Zaposleni moraju obavljati isklju¢ivo one poslove za koje poseduju stru¢na znanja i
sposobnosti. Kada to nije tako, dobijamo gomilu nespretnih radnika koji jedva ¢ekaju da
pobegnu sa radnog mesta. Da bi ljudi u potpunosti pruzili svoj maksimum u poslu koji
obavljaju, moraju posedovati samopouzdanje. U tome ¢e im pomoc¢i menadzer (Sef,
nadredeni), koji ¢e im pokloniti svoje poverenje i pred njih postaviti veliiki izazov, kao dokaz
da veruje da upravo oni poseduju sva znanja i sposobnosti da to urade na najbolji moguéi
nacin. Taj izazov bice test koji zaposleni moraju da produ, a poverenje menadzera — jak motiv
da se taj test uspesno polozi. Cetvrta dimenzija — uticaj, proizilazi iz samopouzdanja. Kada
neko od zaposlenih veruje u sebe, to nesvesno €ine 1 drugi. Time se u organizaciji stvara svest
da je bas taj pojedinac neophodan, kako bi se posao dobro obavio.

Da bismo imali uspeS$nu organizaciju, nije dovoljno da ona samo uspesno posluje.
Koliko je vazna materijlna dobit, toliko mora biti vazno 1 moralno zadovoljstvo zaposlenih.
Zaposlene treba motivisati, i to ne samo nov¢anom nagradom za dobro uradeni posao ve¢ i
javnom pohvalom za uloZeni trud, ¢ak i kada on nije rezultirao pozitivno. Takvim pristupom i
sagledavanjem psiholoskog profila svojih podredenih, menadzer moze kontrolisati posao, sa
jedne strane, i dati ljudima motiv da rade i da svoj posao obavljaju sa zadovoljstvom, sa druge
strane. MenadZer nije samo pretpostavljeni, to je pre svega prijatelj. Prijatelj — koji razume
zelje 1 potrebe svojih zaposlenih, 1 koji ¢e im pomoc¢i da iste ostvare.
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Abstract: Fiscal finances within macroeconomic theory anglobiraju glo bal and waist tour
options collection (mobilization) , the distribution and allocation of limi polled financial
resources of the state and its political- territorial collectivity on al of the alternative uses of the
expected (programmed) yields (effects) investment funds in the process of covering the costs
of financing social activities and social standards , and alimentation public needs and public
sector development. Modern theories of fiscal management formulate criteria decision-
making publicly financed investment decisions in the sphere of public functions of the state
and its entities, which anglobiraju issues (a) who, what and how much investment should
amount to determine how quickly the public sector has to grow (b) when and how the fiscal
investment be fund to determine the preferred tax and budget structure, and (c) what sort of
structure (and volume) of budgetary investment should be to find out in which segment of the
public spending growing or decreasing effects (yield) from the point of quacktures of public
services , efficiency of public needs and rationality of public spending. These are precisely the
goals of fiscal management that optimize decisions on the mobilization and allocation of
financial resources to the principle of maximizing the profitability of the public sector and
minimizing the cost of public alimentation needs, while maintaining a satisfactory level of
liquidity of the country (without falling into deficit) and increase the efficiency of tax policy
and rationality budgetary policy.

Keywords: fiscal management, public economics, public sector, public management, public
subsidies.

1. FISKALNI MENADZMENT

U teoriji firme, primarni cilj finansijskog menadzmenta jeste maksimiranje dobiti u
korist vlasnika kapitala (vlasni¢ki koncept) i maksimiranje prinosa angazovanog kapitala
(poslovni koncept) [2]. U fiskalnoj teoriji drzave, primarni cilj fiskalnog menadzmenta jeste
maksimiranje socijalnog blagostanja i drustvenog bogatstva. U sustini, fiskalni menadzment
eksplicira fiskalno poslovanje drzave, poresku strukturu druStva, izvore finansiranja javne
potros$nje i razvoja javnog sektora, upravljanje alokativnim mehanizmom budzetskih
institucija, efikasnost ulaganja drustvenih i socijalnih delatnosti, obim, dinamiku i strukturu
javnih izdataka drzave, cene javnih usluga i ekonomske efekte u privredi.

Fiskalni menadZzment jeste jedna od esencijalnih ljudskih aktivnosti savremenog sveta,
koji se definiSc kao proces kreiranja poreskih i budzetskih uslova za efikasno postizanje odab-
ranih (ili alternativnih) fiskalnih ciljeva (racionalno alimentiranje javnih potreba i efikasno za-
dovoljenje korisnika javnih usluga), rentabilno poslovanje javnog sektora i produktivno obav-
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ljanje javnih funkcija drzava (efektivnost fiskalnih poslova) sa §to manjim obimom angazova-
nih sredstava. U tom kontekstu, fiskalni menadzment jeste i nauka (kao organizovano znanje)
1 umetnost, koji su medusobno komplementarni. Zato je i zadatak fiskalnog menadzmenta da
osigura sredstva za finansijska ulaganja u javni sektor i da novc€ana i kapitalna ulaganja trans-
formiSe kroz menadzersku funkciju u blagostanje i kroz preduzetni¢ku funkciju u bogatstvo.
Kvantitativni i kvalitativni doprinos rastu koeficijenta profitabilnosti ukupne privrede i stope
oplodnje kapitala preduzeéa jeste nova standardna mera evaluacije razvojne poreske i
budZetske politike u procesu podsticanja biznisa, rizika i inicijative, uz trziSno ponasanje
drzave i konkurentnu transparenciju javnog sektora.

Fiskalni menadZzment je vaZzan segment komparativnih javnih privreda iz razloga Sto
nudi odgovore na pet osnovnih pitanja: (1) koja sredstva stoje na raspolaganju drzavi (fiskalni
potencijal), (2) kako drzava dolazi do finansijskih sredstava (naplata poreza, prodaja dobara i
usluga na trzistu, zaduzivanje), (3) kako drzava alocira prikupljena sredstva (budzetski i
fondovski mehanizam), (4) koje troskove drzava alimentira (funkcionalni, investicioni i
transferni) i (5) koje potrebe drzava zadovoljava (odbrana, nerazvijena podrucja, drzavni
organi, intervencije u privredi, zdravstvo, nauka, obrazovanje, kultura i socijalno osiguranje).
Zato fiskalni menadzment mora poznavati, raspolagati i koristiti ¢itavu paletu finansijskih
mera i instrumenata, efikasne fiskalne mehanizme, racionalne fiskalne institucije, efektivne
fiskalne institute i diversifikovanu fiskalnu infrastrukturu [3].

U fiskalnim strukturnim odlukama, fiskalni kapacitet, poreska tehnika i budzetsko
snabdevanje novcem uplivisu na opipljivi deo finansijskih operacija javnog sektora. Medutim,
fiskalna infrastruktura nije opipljiva, buduci da anglobira organizaciju, kadrove, informacione
sisteme, upravljacke parametre i javne usluge. I kako fiskalna politika postaje sve viSe globa-
Ina i internacionalizovana, tako i fiskalna infrastruktura postaje mocan faktor konkurentske
prednosti i strukturne konvergentnosti. U upravljanju fiskalnom infrastrukturom insistira se,
stoga, na kooperaciji izmedu proizvodaca i korisnika javnih usluga sa nepopustljivim teznja-
ma poboljSanju kvaliteta 1 produktivnosti. Lokacija kapaciteta javnog sektora, u tom smislu,
mora biti definisana kao lanac vrednosti za proizvodnju i distribuciju javnih dobara i usluga.
Lokacija kapaciteta javnog sektora treba da se bazira na strategiji niskih troskova 1 strukturne
diversifikacije javnih dobara.

U konceptualizaciji fiskalnog menadZzmenta vaZzno mesto pripada 1 politici
oporezivanja prihoda preduzeca koja se prodajom privatizuju, s tim da se prihodi od prodaje
privatnom investitoru ne reduciraju za iznos poreza. Poreskim putem, dakle, treba voditi
racuna da cena preduzeca ne bude mnogo niza od sadaSnje vrednosti oc¢ekivanih buducih
profita nakon oporezivanja, pa i o argumentu “da ¢e se porez kapitalizirati”. U tom kontekstu,
treba voditi racuna da neto imovina “druStvenog” sektora uveliko ne nadilazi finansijski kapa-
citet sektora stanovniStva, jer precenjenost stvarne imovine firme predstavlja barijeru
privatizaciji. Zbog toga je u politici privatizacije druStvene imovine prodajom vazno mesto
kredita u formi LBO (Leverage Buy — out), kao uobiCajeni zapadni nacin preuzimanja
preduzeca uz pomo¢ kredita, koji za garanciju uzima imovinu preduzeca. Investitor uplacuje
avans u iznosu od 20%-25%, a ostatak finansijske transakcije kreditira drzava koja prima
imovinu kupljene firme u zalog sve dok se kredit ne otplati iz tekucih prihoda prodatog predu-
zeca[4]. No, situacija moze biti i takva da investitor kupi korporaciju za 20%—25% u gotovu
od cene i da za “ostatak” korporacija emituje indeksiranu neotkupljivu obveznicu koja se
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ustupa drzavi, koja ¢e primati kamatu na ime datog zajma kupcu korporacije. U oba slucaja
drzava treba da vodi racuna da povecanje neto imovine korporacije ne podleze porezu na
imovinu, putem koga drzava snosi deo rizika firme. Imovina korporacije ima Sansu da se
poveca “samo ako se profiti zadrzavaju”, ali ne i ako se raspodeljuju. A ako je preduzece
profitabilno u uslovima zadrzavanja profita (a ne troSenja i raspodeljivanja) i podele rizika
izmedu drzave 1 vlasnika firme potencijalno se povecava buduci prinos od poreza na imovinu.
No, i u perspektivi, neto imovina u trenutku akvizicije treba da je gornja granica visine
poreza. A ako je u pitanju porez na dohodak korporacije, onda i pribavljanje dodatne
finansijske imovine, koja zaraduje dodatne profite ne treba da uti¢e na porast dodatne poreske
obaveze (jer je nulti porez na grani¢ne investicije).

U operativnom poreskom menadzmentu poreske obaveze treba povezivati sa finansijs-
kim transakcijama fiskalnog subjekta, s tim da se razliite finansijske transakcije razli¢ito po-
reski tretiraju. To, pak, znaci da se kreditno finansirane investicije oporezuju manje od
investicija finansiranih izdavanjem deonica. U krajnjoj instanci ispada da je zajmovno
(kreditno) finansiranje poreski favorizovanije od samofinansiranja. Poreske ustede se javljaju
i kod institucionalnih investitora, posto i osiguravaju¢e kompanije uzivaju poreske povlastice.
Zbog toga je fiskalna fleksibilnost izuzetno vazna kako za tzv. zrela preduzeca tako i za tzv.
immature preduzeca, kojima je ogranicen pristup kreditnim trziStima i limitirano dobijanje
novca od osiguravaju¢ih kompanija.

Neporeski tretman dohotka od kapitala (kamate na Stedne racune i vrednosne papire
sektora stanovni$tva, dividende i tzv. zadrzani profiti) jeste u skladu sa savremenim
pogledima teoretiCara poreskog menadzmenta, poSto porez na dohodak od kapitala, koji
jednako oporezuje sve vrste dohotka od kapitala, fakticki predstavlja porez na Stednju
(smanjujuéi sklonost $tednji) i zabija klin izmedu neto kamatne stope posle poreza (zarada
investitora) 1 graniCne stope povracaja kapitala. U modernim teorijama poreskog
menadzmenta dobici od kapitala (Capital gain ili loss), koji pripadaju sektoru stanovniStva
izuzimaju se, takode, iz oporezivanja (po skoro svim poreskim zakonima zemalja OECD).
Kona¢no, i neoporezivanje tzv. Zadrzanih profita u vidu cash-flow poreza ima svoju validnost
u poreskim reformama, poSto reprezentuje neto dohodak uveéan za amortizaciju 1
negotovinske izdatke. Glavni cilj cash-flow poreza jeste trenutno (jednokratno) otpisivanje
opreme i zgrada, kao ekvivalent neoporezivanju profita ulozenih u opremu i zgrade.

Nova poreska pravila u EZ/EU baziraju se na garanciji da ¢e porez ostati neutralan u
pogledu konkurencije. Stoga, pocev od 1993. godine u svakoj zemlji EZ/EU pojedinci
(gradani) ¢e moci da kupuju skoro sve proizvode po poreskim propisima dotiéne zemlje i da
ih potpuno slobodno, bez ikakvih ograni¢enja, nose kuci. To, svakako, implicira da se poreski
propisi u EZ/EU moraju usvajati konsenzusom, $to u praksi moze da reflektuje €injenicu da
upravljanje porezima ne mora uvek da bude u skladu sa bazi¢nim postulatima poreskog
menadZmenta.

Savremeni zapadni svet mora kona¢no shvatiti da se problemi stabilnosti na duZi rok
ne reSavaju samo po sebi i sami od sebe, ve¢ da se u tu svrhu moraju preduzimati sopstvene
ekonomske mere. “Zbog toga je i reakcija vlada zemalja — Clanica na odredene inicijative
najbolji test njihove spremnosti da odustajanjem od sopstvenog suvereniteta omoguce
stabilnost privredne i monetarne unije” (M. Neumann). Manji suverenitet — veca stabilnost,
koji kao princip vazi u EZ/EU, mogao bi da uplovi i u nemirne jugoslovenske vode (morske,
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jezerske, planinske i re¢ne). Reakcija vlada drzava ¢lanica yu-konfederacije na ovu inicijativu
mogao bi biti test za njihovu spremnost da srednjoro¢nim odustajanjem od sopstvenog
suvereniteta omogucuje stabilnost u procesu novog formiranja privredne i monetarne unije.
Stabilnost poreza, kamata i vrednosti novca treba, u tom kontekstu, da uc¢vrste konkurenciju
radi podsticanja interne stabilnosti. Kejnzijanski koncept “povecanje zaposlenosti putem
inflacije” je definitivno torpedovan iz strukturnog repertoara makroekonomske politike [5].
Ali i monetaristicka stega ne blokira rast cena. Zato u trouglu profitna stopa — kamatna stopa —
poreska stopa u uslovima stagnantnog privrednog rasta i relativno rastuée inflacije izuzetno
treba voditi raCuna o potencijalnim i efektivnim budzetskim deficitima i dugovima u
“opustenim nacionalnim” fiskalnim politikama.

2. MENADZMENT JAVNOG SEKTORA

2. 1. JAVNA EKONOMUA 1 JAVNE POTREBE

Nauka o javnoj ekonomici najstariji je deo sveukupne ekonomske nauke. Galbraithova
jadikovanja o “javnom siromastvu”, Schillerova insistiranja na prosirenju “javnog koridora”,
predikcije Musgravea, Olsona, Samuelsona i Bruchanana na osnivanje “Public Choice
Society” (sa brojnim pravcima nove ekonomske teorije drzave) i Wicksellovo razreSavanje
optimalne raspodele drustvenog proizvoda na javne i privatne potrebe prakti¢no su doveli do
empirijske verifikacije “javnog rasipnistva”, otkrivanja veceg otpora prema oporezivanju ne-
go prema potrebama za javnim dobrima i uslugama, sankcionisanja tendencije ka hiperpro-
dukciji javnih dobara i usluga, i popularizacije “Program-med, Planning and Budgeting Syste-
ma”, ¢ija se sustina ogleda u obuhvatanju izdataka ne samo po vrstama i mestima nego i po
jedinici u¢inka (npr. broj obrazovanih studenata, broj reSenih sudskih predmeta, broj izdatih
pasosa, troSkovi po sediStu u operi, troSkovi poslovanja bolnica po bolesnickom danu). Medu-
tim, problem se sastoji u tome Sto se javna dobra ne realizuju preko trzista, Sto se iz
(jer se finansiraju preko poreza) naglo podizu nivo javne traznje. Kod najveceg dela dobara 1
usluga koje “proizvode” javne sluzbe ne radi se Cisto o “javnim” ve¢ i o li€nim (privatnim)
dobrima i uslugama, koje javni sektor sada distribuira i tezi da proglasi potrebu “meritornim
dobrom”, koje drzava treba da stimuliSe. Usled toga, i Zinansiranje preko poreza vodi
hiperprodukciji javnih dobara i usluga, koja bi po pravilu bila eliminisana da se kojim
slucajem za “potros$nju” odredene koli¢ine javnih dobara plac¢a cena za pokri¢e (delimic¢no)
troskova[6]. Sadasnji modalitet finansiranja javnih i meritornih dobara i usluga— porezi
umesto cena i odsustvo pokri¢a odredenih javnih beneficija—participacije upravo su produ-
kovali hiperprodukciju odredenih javnih dobara i usluga uz simultanu egzistenciju tzv.
nestaSica u odredenim punktovima javne produkcije. U tom smislu, svi placaju vise (preko
poreza) nego Sto bi bili spremni 1 voljni da preko cene pokriju odredeni deo troskova javne
proizvodnje dobara i usluga. Otuda modus finansiranja proizvodi drustveno iracionalno
ponasanje “potrosaca” javnih dobara i usluga i javno rasipnistvo u poslovanju javnog sektora.
Koris¢enje javnih dobara po tzv. nultoj tarifi, neefikasna i neracionalna produkcija javnih do-
bara, suficitarna ponuda javnih usluga, deficitarno finansiranje javne potrosnje,
predimenzionirana “socijalizacija” javnih potreba, volumeniziran drzavni segment drusStvene
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reprodukcije 1 saturirano fiskalno opterecenje nacionalne privrede produkovali su brojne,
medusobno razli¢ite, modele efikasnosti i racionalnosti u troSenju javnih resursa: 1) Svajcarski
model je efikasniji i racionalniji od “nemackog” modela, 2) japanski model je jeftiniji od
Svedskog i holandskog modela, 3) S$panski model je jeftiniji od turskog modela, 4) brazilski
model je jeftiniji od indijskog i alzirskog modela i 5) jugoslovenski model je efikasniji od
“sovjetskog” i kineskog modela, itd. Prema tome, moderna drzava je postala pravi privredni
Moloh u industrijski razvijenim postsocijalistickim i zemljama u razvoju, buduéi da trose
ogromne sume fiskalnih prihoda, pomoc¢u kojih se obezbeduju javna dobra i usluge: skole,
bolnice, pozorista, opere, obdanista, administracija, infrastruktura i dr., i eksploatisu astro-
nomske vrednosti (javne) imovine.

U koncepciji walraso-paretijanske opste ravnoteze, aplicirane u javnim finansijama,
drzava je samo instrument za omogucavanje individuama da slede svoje personalne interese
netrzisnim sredstvima na principu optimalne alokacije resursa i optimalne raspodele tereta
finansiranja javnih dobara[7]. Optimalni uslov u sluc¢aju privatnih dobara (paretijanski
optimum) je da su marginalne stope supstitucije agenata medusobno jednake i da su jednake
marginalnoj stopi transformacije[8], dok je optimalni uslov u sluc¢aju kolektivnih dobara da se
marginalne stope supstitucije dodaju da bi se legalizovala stopa transformacije javnog i pri-
vatnog dobra.

Sasvim je legitimno posmatrati da je parcijalna ravnoteza specijalni slucaj opste
ravnoteze pod uslovom da je marginalna korist novca konstanta za svaku individuu. U tom
slu¢aju, cena kolektivnog dobra mora biti jednaka marginalnoj stopi transformacije
kolektivnog i privatnog dobra i sumi marginalnih stopa supstitucije dveju individua izmedu
javnog i privatnog dobra[9].

U oba slucaja, cena kolektivnog dobra je jednaka marginalnoj stopi transformacije
javnog i privatnog dobra, odnosno sumi marginalnih stopa supstitucije dveju individua
izmedu javnog i privatnog dobra[10].

Medutim, sa uvodenjem individualnih subvencija, akordiranih od strane drzave, uslovi
optimalnosti se menjaju, jer ravnoteza proizvodnje implicira budzetsku ravnotezu. Urednost
proizvodnje javnih dobara je sada jednaka sumi subvencija.

Javne potrebe pripadaju kategoriji kolektivnih potreba svake druStvene zajednice, koja
ih zadovoljava proizvodnjom kolektivnih koristi. No, to $to su javne potrebe kolektivne potre-
be ne znaci, po Barrfere-u, da su sve kolektivne potrebe javne potrebe, jer pojedine potrebe
postaju privatne kolektivne potrebe. Na primer, potrebe obrazovanja mogu se smatrati kolekti-
vnhom potrebom, koja se zadovoljava proizvodnjom javnih koristi od strane drustva; ali, ukoli-
ko drustvo ne procenjuje da potrebe obrazovanja zadovoljava sopstvenim sredstvima, utoliko
data potreba postaje privatna kolektivna potreba, koja se zadovoljava privatnom inicijativom.
Prema tome, transformacija kolektivne potrebe u javnu potrebu je u diskreciji drzave, koja
integrise zadovoljavanje potreba u sferi sopstvene aktivnosti i socijalizuje ih intervencioni-
zmom [11]. Drzava, interpretiraju¢i potrebe drustva, procenjuje korisnost i troskove zado-
voljavanja kolektivnih potreba, organizuje proizvodnju kolektivnih koristi i distribuira javna
dobra, stoje i funkcija javne ekonomike. Javna dobra tako postaju korisna kolektivna dobra,
koja je proizvela i distribuirala drzava za zadovoljenje javnih potreba. Proces zadovoljenja
javnih potreba, dakle, implicira determinaciju javnih potreba i determinaciju sredstava za
zadovoljenje potreba. Oba ¢ina idu zajedno, ¢ije se ishodiSte nalazi u obligaciji potrosnje
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(Javni rashodi) [12]. Sredstva za pokri¢e javne potro$nje drzava obezbeduje u okvirima
raspolozivog nacionalnog dohotka. A posto se pokri¢e potreba finansiranja javne ekonomike
sukobljava sa limitima, drzava se okreée ekonomskim izborima u pogledu determinacije
sredstava za zadovoljavanje potreba (Sto je i razlog da sve kolektivne potrebe ne mogu da
postanu javne potrebe) [13].

Stavljaju¢i svoje usluge (javne) na raspolaganje korisnicima, drzava simultano
preuzima na sebe obavljanje finansijske aktivnosti sa ciljem da obezbedi dovoljan kvantum
resursa za pokric¢e javnih rashoda, koji su rezultat proizvodnje javnih dobara[14]. U osnovi,
radi se o naplati poreza, koji su nezavisni od kori$¢enja javnih usluga. Distribucija poreskih
tereta je u skladu sa ekonomskim principom moguénosti poreskog obveznika, dok je
distribucija javnih dobara u skladu sa socijalnim principom solidarnosti.

U sektoru javne privrede participiraju razliciti konstitutivni organizmi koji proizvode i
distribuiraju javne koristi. U tom smislu, i javne koristi su razli¢ite. Barrere ih klasifikuje u tri
kategorije: koristi od javnog reda, koristi od opsteg interesa i koristi od partikularnog interesa.
Koristi od javnog reda korespondiraju garancijama nacionalne bezbednosti i sigurnosti
(vojska, policija, sudstvo) ¢ija proizvodnja implicira relativno visoke troskove ¢esto nezavisne
od fundamentalnih principa produktivnosti, ekonomi¢nosti i rentabilnosti u reprodukciji. Radi
se, U osnovi, o tzv. druStvenoj reziji ili o tzv. Cistim javnim rashodima, kojima se uobicajeno
prikljucuju troSkovi administrativnog aparata drzave. Koristi su po pravilu veée od datih
troskova, jer je princip ekonomske evaluacije prakti¢éno neprimenljiv.

Za razliku od ovih koristi, koristi od opSteg interesa (javna infrastruktura) jesu “pred-
meti” zajednicke destinacije €iji su troskovi proizvodenja veoma visoki za privatne proizvoda-
Ce, ali su neophodni za funkcionisanje tzv. mixe ekonomije. Drzava je primorana da proizvod-
nju ovih Koristi preuzme na sebe i da ih u¢ini podjednako dostupnim svim subjektima i kori-
snicima u drustvu nezavisno od troskova njihove proizvodnje i finansijskih participacija kori-
snika.

Konacno, koristi od partikularnith interesa za zadovoljenje javnih potreba
dekomponuju se na viSe tipova, i to: socijalne koristi u vidu rezima socijalnih prestacija
(usluge socijalnog osiguranja, usluge zdravstva i socijalne zastite), kulturno-obrazovne
koristi, zdravstvene Kkoristi, nau¢ne koristi.

Winch sva dobra deli na privatna dobra (private goods), javna dobra sa i bez
opterecenja kapaciteta (non congestion public goods), javna dobra sa otvorenim prisustvom
(open assess public goods), javna dobra sa pravima potrosnje i javna dobra i zla (public goods
i public bads). Kod potrosnje privatnih dobara automatski je zastupljen princip iskljucenja u
potrosnji, a uslovi optimalnosti se stvaraju preko trzista. Mali je broj javnih usluga koje se
mogu svrstati u ovu grupu dobara, izuzev javne ishrane za odredene socijalne kategorije koju
organizuju lokalne javne vlasti. Za razliku od ovih dobara, javna dobra sa i bez opterecenja
kapaciteta (kao S$to su javni putevi, javni transporti, muzeji, pozorista 1 sl.) podrazumevaju
mogucnost iskljuc¢ivanja u proizvodnji i potros$nji iako se trziSte moze koristili (iako se javna
dobra ne mogu privatno proizvoditi, iako se oportunitetni troSkovi u potro$nji ne pojavljuju).
Naime, koriS¢enje javnog puta ili uZivanje u javnom pozoriStu ne umanjuje mogucénost
koriS¢enja puta drugog lica ili zadovoljstvo drugih lica u pozoristu ukoliko se sve odvija u
granicama postojecih kapaciteta. TrziSte ovde funkcioniSe samo da bi se sacuvali optimalni
uslovi uspostavljanja marginalnih troskova. Tako se po pravilu ne placa u odsustvu
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kongestije, jer je marginalni tro$ak za svaku dodatnu jedinicu potrosnje ravan nuli ako su
marginalni troSkovi za proizvodnju dodatne jedinice veéi od nule.

Za razliku od ovih dobara, kod javnih dobara sa pravima potros$nje oportunitetni troSak
je ravan nuli iako proizvoda¢ ne moze iskljuciti druge korisnike. Znak javnog radija je isti bez
obzira na broj korisnika (¢ija je korist pozitivna). Kod sistema semafora u javnom saobracaju,
isto tako, nije moguce iskljucenje korisnika iz potrosnje (iako postoji oportunitetni troSak u
potrosnji), izuzev samoinicijativnog isklju¢enja pojedinacnih korisnika iz potroSnje po
sopstvenoj zelji.

Javna dobra sa otvorenim pristupom karakterisu se po tome $to je stopa reprodukcije
zavisna ili nezavisna od ukupnog stoka, $to je laka ili teSka identifikacija i drzanje stoka resu-
rsa (Sumske i zelene povrSine u javnoj upotrebi, javni lov i ribolov, ptice i javni parkovi). Pri
tome, stok u jednom podrucju moze delovati pozitivno ili negativno na stopu reprodukcije u
drugom podrucju ukoliko se radi o bioloski reproduktivnim i pokretnim dobrima — $to je va-
Zno za planiranje gradskog (urbanog) prostora. Prekomerno iskoriStavanje i neefikasna upot-
reba jedino mogu da dovedu do isklju¢enja u potrosnji iako troSkovi inputa sadrze nulti trosak
upotrebe. U osnovi radi se o invajernmentalnim i prirodnim resursima nad kojima ne postoje
vlasnicka prava.

Kona¢no, javna dobra (i javna zla) po pravilu su povezana sa eksternom ekonomijom
(i eksternom disekonomijom) [15]. U prvom slucaju radi se o javnim dobrima, a u drugom
slu¢aju o javnom zlu. U potrosnji 1 javnih dobara i javnih zla niko nije iskljuen bez obzira da
li potro$nja donosi koristi ili Stete za korisnike (npr. aerodrom sa bukom, autoput sa izduvnim
gasovima, reklame sa svetle¢im efektima, toplane sa dimom).

Winch, pak, razlikuje javna dobra na principu oportunog troska, vlasnickog prava
potrosaca 1 vlasni¢kog prava proizvodaca. Po prvom kriterijumu ¢isto javno dobro
reprezentuje dobro kod koga potro$nja jednog lica ne reducira potro$nju drugog lica, jer je
svakoj individui dostupna ista koli€ina iz razloga Sto se dato dobro ne moze koristiti prema
pretencijama 1 §to je oportunitetni troSak u potrosnji ravan nuli (kad oportunitetni troskovi u
proizvodnji javnih dobara postoje) [16]. Po drugom kriterijumu svako pojedinac¢no korisc¢enje
(troSenje) javnih dobara nije optimalno, jer korisnik po zelji ne moze da koristi ili ne koristi
javno dobro, odnosno prisiljen je da ga koristi nezavisno od svoje Zelje. Po tre¢em kriterijumu
potro$nja javnih dobara ne moze se osigurati samo odredenom pojedincu niti se mogu
iskljuéiti potencijalni korisnicCi[17].

Javne finansije (javni sektor) osiguravaju javnim dobrima i sektor stanovnistva i
sektor privrede i neprivrede van posredniStva trzisnog mehanizma. U osnovi, radi se o
alokativnom mehanizmu drZave, kao funkcije sistema javnog finansiranja, bez obzira da li se
produkcija i distribucija javnih usluga obezbeduju na decentralizovanoj ili centralizovanoj
osnovi. “Doktrina definise javna dobra kao dobra koja se odlikuju dvema karakteristikama.
Prvo, za razliku od privatnih dobara, njih istovremeno moze upotrebljavati vise lica, ¢ija
potrosnja nije konkurentska, jer korist koju uziva jedan potrosa¢ ne umanjuje korist za ostale.
Drugo, pored nekonkurentnosti javna dobra se karakteri$u i principom neiskljucivosti, jer je to
moguce postici tek uz nesrazmerno visoke troskove (npr. osecanje sigurnosti koje obezbeduju
rashodi za narodnu odbranu). Ovakva javna dobra nazivaju se ¢istim javnim dobrima.” [18]
Ali, postoje dobra koja simultano imaju svojstva i privatnih i javnih dobara, kao §to su tzv.
necista javna dobra, kod kojih nova lica, kao korisnici, ne sprecavaju ranije korisnike da
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upotrebljavaju ista dobra, iako im se stepen koristi smanjuje (npr. zdravstvena zastita) [19]. |
dok se Cista javna dobra ni na koji nacin ne mogu prodavati ili kupovati na trzistu, jer im je
ponuda nedeljiva, a pojedinci nemaju ni potrebe ni interesa da iznose svoje preferencije za nji-
ma, obezbedivanje necistih javnih dobara moglo bi se, u nacelu, organizovati i putem trziSnog
mehanizma. Medutim, u uslovima delimi¢ne konkurentnosti ne€istih javnih dobara pojavljuje
se druStveni interes da se i njihovo obezbedivanje poveri javhom sektoru, kako odluka
korisnika ne bi bila motivisana njihovom ekonomskom snagom i materijalnim
mogucnostima”. No, kad je re¢ o javnom sektoru postavlja se pitanje Sta je efikasnije i
racionalnije u politici snabdevanja potrosaca (korisnika) javnih dobara: centralizovana ili
decentralizovana produkcija i distribucija javnih dobara. Budu¢i da alokativna funkcija javne
privrede nije neutralna u pogledu prostorne distribucije javnih dobara, problem se svodi na
eksplikaciju pitanja da li se javna dobra ‘“rasprostiru” na celokupnoj teritoriji drzave
(federalna ili unitarna) ili na uzem podrucju (federalna jedinica, lokalitet). “Teorija u nacelu
preporucuje da bi javna dobra trebalo obezbedivati i njihove troskove deliti u skladu sa
preferencijama stanovnika teritorije na kojoj se osecaju odgovarajuce koristi, pa bi tako ona
javna dobra Cije se koristi osecaju na celokupnoj drzavnoj teritoriji trebalo obezbedivati
centralizovano, ona ¢iji su efekti regionalni — na regionalnom planu i ona ¢iji su efekti lokalni
— na nivou opstine.”

2.2. JAVNA POTROSNJA I PROIZVODNJA

U procesu programiranja budZetskih (ili fondovskih) rashoda drZava se kona¢no odlucuje “da
li dobra i usluge potrebne za zadovoljenje javnih potreba” treba da proizvodi u svom javnom
sektoru ili da se okrene nabavkama od privatnih preduzeca. Drzava, dakle, odlucuje o javnim
nabavkama faktora proizvodnje za organizovanje sopstvene proizvodnje u javnim pre-
duzecima 1 o javnim kupovinama finalnih roba 1 usluga proizvedenih u privatnim preduzeci-
ma. U oba slucaja, sredstva za placanje javnih nabavki drZava osigurava nametanjem fiskalnih
obaveza, u prvom redu poreza, koji alociraju troSkove javnih dobara i usluga na Zeljeni nacin.
No, funkcija drzave kao organizatora javne proizvodnje distancira se od funkcije drzave kao
organizatora zadovoljavanja javnih potreba, buduéi da je oblast javne proizvodnje nezavisna
od oblasti zadovoljenja javnih potreba (Musgrave). U praksi fakticki se uobicajeno koriste oba
modaliteta, s tim Sto se finalni proizvod stavlja na raspolaganje bez direktnog plac¢anja, uz na-
platu poreza[20]. Drzava simultano optira potrebna dobra 1 usluge koje proizvodi javni sektor
nakon pribavljanja proizvodnih ¢inilaca. Drzava to ¢ini iz razloga $to se nepromenljivost
principa iskljucenja odnosi na traznju, ali ne i na ponudu javnih dobara i javnih usluga za
zadovoljenje javnih potreba[21].

U praksi zadovoljavanja javnih potreba moguce su cCetiri kombinacije: (1) dobra i usluge se
obezbeduju bez direktnog placanja, a proizvodi ih drzava, (2) dobra i usluge se obezbeduju
bez direktnog placanja, a proizvode ih privatna preduzeca, (3) dobra i usluge se prodaju na
trziStu, a proizvodi ih drzava i (4) dobra i usluge se prodaju na trzistu, a proizvode ih privatna
preduzeca.

U prvom slucaju, drzava proizvodi dobra i usluge i distribuira ih bez direktnog plac¢anja
korisnicima za zadovoljenje javnih potreba, pri ¢emu se kvalitativni sadrzaj javnih usluga
ogleda u tome da ih obezbeduju javne sluzbe, kao specijalizovane javne institucije i ustanove
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za proizvodnju, distribuciju i alokaciju kolektivnih dobara i javnih usluga na principu indirek-
tnog placanja putem poreza[22].

U drugom slucaju privatna preduzeca proizvode dobra i usluge, drzava ih kupuje na trzistu i
distribuira ih korisnicima bez direktnog placanja. Drzava, dakle, ne organizuje javni sektor za
proizvodnju javnih dobara ve¢ samo javne sluzbe za distribuciju i alokaciju javnih usluga na
principu indirektnog plac¢anja putem poreza[23].

U slucaju kada drzava proizvodi dobra i usluge, i trzi$no ih distribuira, javna proizvodnja nije
u funkeciji zadovoljavanja javnih potreba (a u slucaju kada dobra i1 usluge proizvode privatna
preduzeca, a drzava kupuje ove proizvode i besplatno ih distribuira, javna proizvodnja ne
egzistira). U ovom sluéaju egzistira visok stepen komercijalizacije javnih dobara i usluga koje
se distribuiraju i alociraju trzisSnim mehanizmima. Konacno, u slu¢aju kada privatna preduze-
¢a proizvode kolektivna dobra i usluge 1 plasiraju ih na trzistu, distribucija i alokacija se obav-
ljaju trziSnim putem direktnim placanjem, dakle, bez prisustva javnog sektora[24].

Javne potrebe, koje se zadovoljavaju budzetskim programom, sastavni su deo preferencija
individualnih ¢lanova drustvene zajednice. U principu — veli Musgrave— dijagrami
individualne traznje usluga za zadovoljavanje javnih potreba izvode se iz dijagrama usluga za
zadovoljavanje privatnih potreba. Problem je samo u tome $to “svi troSe jednake koli¢ine
usluga, a da se (1) prave individualne preferencije takvih potreba ne otkrivaju na trzistu i (2)
da ne postoji jedinstveno optimalno reSenje u smislu Parcta.” U mehanizmu zadovoljavanja
javnih potreba pruzene usluge po pravilu nisu bazirane na principu iskljucenja, jer potroSaci
javnih dobara i usluga dobijaju koristi bez obzira da li doprinose plac¢anju. Princip koristi, u
tom kontekstu, spaja poreze i rashode sa individualnim preferencijama potrosaca. No, posto
“svi treba da koriste iste koli¢ine javnih usluga”, u praksi zadovoljavanja javnih potreba
“nema jedinstvenog optimalnog reSenja u pogledu raspoloZive koli¢ine i raspodele uces¢a u
troskovima”, iako postoji “niz reSenja koja leZe na granici korisnosti, koja su sva optimalna u
tom smislu §to ne moZe da se poboljsa polozaj jednog ¢lana grupe a da se ne nasSkodi polozaju
nekog drugog” (Musgrave).

Javne sluzbe, odnosno drustvene delatnosti po pravilu osiguravaju kolektivne usluge pru-
zanjem usluga kolektivnim korisnicima na tzv. kolektivhom trziStu. Kolektivne usluge su
ovde osnovica oblika “razmene”. U zavisnosti od moguénosti primene principa quid pro quo,
kolektivne usluge se dele na finalne i medufazne[25]. Prve su one kojima se direktno
zadovoljavaju potrebe ¢oveka, ali sa posebnim ispoljavanjem ekonomskih efekata (socijalne
potrebe); druge su one kojima se neposredno zadovoljavaju potrebe Coveka, ali sa znacajnim
ispoljavanjem ekonomskih efekata (zajednicke potrebe u oblasti obrazovanja i nauke). Kriterij
razlikovanja finalnih i medufaznih kolektivnih usluga je, dakle, stepen ispoljavanja
productivitv efekta. Pored toga, za kolektivne usluge karakteristicna je nerobna proizvodnja
koja na kolektivno trziSte ne “izbacuje” jedinicu potraznje i pojedina¢nog potrosaca. Cene
nisu ekonomske kategorije ve¢ obracunska veli¢ina za izvrSenja programa rada ili obavljanja
delatnosti. No, za razliku od finalnih usluga, medufazne usluge na kolektivnom trzistu mogu
se tretirati kao drustveni troskovi faktora proizvodnje, poSlo nauka i obrazovanje doprinose
povecanju drustvene produktivnosti rada drustvenog dohotka. U tom sklopu, moguce je voditi
politiku ekonomskih cena medufaznih usluga kao elemenat cena faktora proizvodnje iako nije
ustanovljena jedinica kolektivne potraznje niti je identifikovan individualni potrosac. Problem
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se jednako ispoljava u tome §to se troskovi moraju racunati u duZzem vremenskom periodu, jer
se efekti usluga dugoroc¢no ispoljavaju[26].

Proizvodnja, distribucija i alokacija javnih dobara i usluga uglavnom su bazirani na principu
javnog vlasniStva, javnog regulisanja i javnog monopola. Priroda javnih dobara i usluga je, po
pravilu, takva da implicira monopolsku organizaciju, koja nudi vecu efikasnost u odnosu na
organizacije javne delatnosti drzave na trziSno-konkurentnim principima. 1z tih razloga,
drustvo optira jednu od moguc¢ih alternativa: organizaciju na principu javne svojine ili
organizaciju na principu privatne svojine sa neophodnim javnim regulisanjem. U zapadnim
zemljama dominira princip javnog vlasniStva, monopola i regulisanja, koje drzava “osigura-
va” preko javnog sektora i javnih sluzbi. Uskladivanje interesa proizvodaca javnih dobara i
potrosaca javnih usluga, u nedostatku trzisnih snaga, vr$i drzava putem neposredne kontrole
cena i formiranja javne tarife [27].

2.3. JAVNI MARKETING

Javni sektor, odnosno drzava ucestvuje u transakcijama na trziStu, naroCito u procesu
sprovodenja programa alokacije resursa. Na trzi$tu se drzava pojavljuje kao kupac dobara i
usluga, i faktora proizvodnje, ali i kao prodava¢ dobara i usluga proizvedenih u javnom sekto-
ru. Drzava u funkciji alokacije resursa pribavlja faktore proizvodnje, odnosno proizvode bez
obzira da li su dobra proizvedena u javnom ili privatnom sektoru [28]. Jasno je, pri tome, da
se politika javne nabavke mora pridrzavati odredenih principa na kojima se bazira efikasna i
racionalna alokacija resursa u procesu zadovoljavanja javnih potreba. A to istovremeno znaci
da javna politika insistira da se celokupna proizvodnja dobara obavlja tako $to ¢e se uvek
izjednacCavati grani¢ni troSkovi 1 prosecni prihodi. Samo u uslovima normalnog
funkcionisanja trziSta drzava svoje nabavke dobara pla¢a po trziSnim cenama, odnosno
stvarnim cenama koje su neutralne u pogledu raspodele, jer ne izazivaju nesrazmerne dobiti ili
gubitke prodavaca Medutim, delatnosti, koje posluju sa opadaju¢im troskovima, impliciraju
subvencije u procesu osiguranja efikasne alokacije resursa. Subvencije su potrebne iz razloga
Sto izjednacavanje prosecnih prihoda i grani¢nih troskova dovodi do viska prosecnih troskova
nad prosecnim prihodima (Musgrave). Stoga je u procesu uporedivanja relativnih troskova
zadovoljavanja javnih potreba imperativno razlikovati placanje subvencija od placanja trzisne
cene. Doduse, drzava kada kupuje na nesavrSenom trziStu izuzetno je zainteresovana za cenu
dobara iz nabavki. A da bi postigla odgovaraju¢u cenu drzava moze da koristi svoj polozaj
kao veliki kupac ili da primeni direktnu kontrolu (Musgrave). No, i tada problem odredivanja
relativnih cena na kojima se prakti¢no bazira mehanizam alokacija resursa za zadovoljavanje
javnih potreba ostaje otvoren. Stoga, Musgrave postavlja pitanje: treba li cene dobara, koja se
obezbeduju budzetom i1 nabavljaju na trziStu, da se procenjuju po trziSnim cenama iako ta ista
dobra mogu da se procene na trziStu po povlaséenoj ceni, ili da li troSkove javno nabavljenih
dobara treba procenjivati po ceni koju plac¢a drzava, koja moZze biti viSa ili niza od cene koju
placaju privatni kupci. Problem, dakle, ostaje otvoren, jer se ispreprecuje teskoca primene
kriterijuma efikasnosti poput teskoca u pogledu neutralnosti raspodele u javnom formiranju
cena. Usled toga, drzava Cesto pribegava subvencionisanju prodavca sklapanjem ugovora o
kupovinama. Ovakva politika nabavki prakti¢no prisiljava drzavu da u svoj budzet ukljuci
politiku formiranja cena. [29]
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3. ZAKLJUCAK

U savremenim druStvima, drzava se na trziStu pojavljuje kao prodavac dobara koja su
proizvedena u javnom sektoru ili su nabavljena od privatnih prodavaca. U tom kontekstu, jav-
ne prodaje obavljaju se po tzv. jedinstvenoj ceni, pri ¢emu politika formiranja cena figurira na
istim principima politike cena nabavki. U uslovima produkcije javnih dobara sa konstantnim
ili rastu¢im troSkovima, politika javnih cena na konkurentnom trzistu obezbeduje izjednacava-
nje grani¢nih troSkova i prihoda. Samo proizvodnja dobara po opadajuc¢im troSkovima impli-
cira javno poslovanje sa gubitkom i subvencionisanje cene grani¢nih troskova od strane drza-
ve. No, drzava moze prodavati dobra po monopolisti¢koj ceni i da na taj na¢in profitira, odno-
sno izvla¢i monopolisticke profite iz javnih preduzeca[30]. Uz to, drzava moze da nametne i
porez na promet na sopstvenu prodaju i da poreskim putem preko monopolistickog nametanja
cena dolazi do dobiti. Kona¢no, drzava moze svesno da prodaje sa gubicima kako bi imala
osnovu da subvencioniSe kupce, naroc¢ito kupce proizvoda za posebne namene, dobara od
posebnog drzavnog znacaja i usluga od posebnog drzavnog interesa.

Korisnici javnih dobara i usluga ne mogu biti identifikovani od strane shabdevaca radi
participiranja u finansiranju dobijanja koristi. Nedeljivost ponude javnih dobara i usluga i
nerivalnost korisnika u kolektivnoj potro$nji i neisklju¢ivanje potrosaca u zadovoljavanju ja-
vnih potreba prakticno omogucava da se adicionalni potrosaci mogu zadovoljiti do limita ka-
paciteta javnog sektora bez dodatnih troSkova i fiskalne cene. No, u kontekstu modifikovanog
Engelsovog zakona, javne potrebe sa povecanjem nivoa per capita dohotka mogu da apsorbu-
ju rastuéi deo izdataka, $to je u skladu sa Wagnerovim poznatim zakonom o porastu javnih ra-
shoda[31].

Koherencija javne ekonomije je u osnovi strukturna i funkcionalna. Strukturna koherencija
podrazumeva tri sektora aktivnosti, kao §to su javne usluge (javna potroSnja u celini), javne
eksploatacije (drzavna preduzeca) i javne intervencije (drzavni intervencionalizam), dok
funkcionalna koherencija implicira adjustiranje integracije javnog sektora u nacionalnoj
privredi i makroekonomske i finansijske politike, uz ocekivane efekte od javnih nabavki (ku-
povina) i javnih prodaja (tj. javni marketing).
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Abstract: This manuscript is presenting the conceptual framework for research of the factors
which are influencing the failure of SMEs. The manuscript is just the starting base for the
larger research that will address the analysis of the most important factors that lead to closure
of SMEs in different regions of the Europe.

Basic factors of interest, which can be segmented as the individual characteristics of the
entrepreneur or non-individual characteristics of the SMEs, are based on wide literature
review. Based, on the combination of different factors, which were assessed and published in
research work of different authors, starting qualitative model for assessment of the most
important factors which can lead to failure of SMEs was developed.

Based on the conceptual qualitative model, initial questionnaire form was developed, to assess
the opinion of the real entrepreneurs who suffered the failure of their previous businesses. The
developed questionnaire will be used as the measurement scale for the future gquantitative
analysis of the issues defined in the qualitative model.

The idea of the research is to develop adequate measuring scale, which will be used to
measure the potential failure of the existing SMEs, based on the rates developed in
accordance to the factor which leaded to the failure of the real SMEs in the past.

Keywords: SMEs, failure of SMEs, factors

1. INTRODUCTION

In recent years, a great number of studies have focused on the success of SMEs, while
a small number of studies were related to the reasons for failure of SMEs and finding the
factors affecting the failure of SMEs. Pointing out these factors can provide entrepreneurs
with critical information for improving their businesses by reducing the risk of failure and
increase chances of success.

In this research, scientific papers will be analyzed with aim to discover factors that
influences on failures of SMEs. All factors will be grouped into two main groups: (1)
individual and (2) non-individual. All non-individual factors will be, also, divided into two
groups: (2.1) internal and (2.2) external influences.

Although, the main measurement scale, for assessing the importance of individual and
non-individual factors for SMEs failure, will be based on those two main groups, the analysis
of the factors will also address their intersections. Meaning, the correlation among individual
and non individual factors influencing the success and failure of the SMEs will give
additional outlook on the possibility to search the reason for SMEs bad performances, based

162



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

on parallel influence of both groups of factors. For example, some of the characteristics of
SMEs could depend on their internal non-individual factors, but at the same time on
characteristics of their owners/managers. This way the mode of organization and the type of
decision making (centralized or decentralized management) or internal business
communication; can be correlated to type of leadership (authoritarian, participative), business
ethics of the owners/managers and his/her business ethics (social responsibility). This also
gives additional novelty to the research presented in this manuscript, because in majority of
previous researches authors were dealing with separated influences of those two groups of
factors. The correlation of those two, and their joint influence, will be the new issue,
addressed here.

2. SMALL AND MEDIUM-SIZED ENTERPRISES

Small and medium sized enterprises play an importance role in different economies.
Although these enterprises have small individual contributions to the economy of a country,
as there are so many small and medium sized enterprises, their collective contribution can be
significant.

An enterprise, according to European Union (EU) regulations, is considered to be any
entity engaged in an economic activity, irrespective of its legal form. The EU defines SMEs
as having 10 to 250 employees, having from €10 to 50 million in turnover or €10 to 43
million in assets [1]. Therefore, enterprises can be classified according to different criteria. By
size, companies are classified into four categories: (1) micro (2) small, (3) medium and (4)
large. Small and medium enterprises (SMEs) are of great importance for the economy of a
country. In the EU, more than 99 % of the existing firms are SME; they stand for two-thirds
of all employment possibilities and account for 60 % of value added. Accordingly, SME are
economically and socially significant. They are not only seen as a main driver for generating
employment, they also promote innovation, put business ideas into practice, foster regional
economic integration, and maintain social stability [2]. The classification of SMEs according
to the recommendation of the EU can be shown as in Table 1 [1].

Table 1. Classification of SMEs in EU.

Enterprise Number of Annual turnover or | Annual balance sheet total
category employees

Micro <10 <2.000.000 € <2.000.000 €

Small <50 <10.000.000 € <10.000.000 €
Medium-sized <250 <50.000.000 € <43.000.000 €

OECD defines SMEs as having 10 to 250 employees and no more than €10 million
sales about or annual balance sheet total, while the World Bank has no single definition [3].

For example in the year 2009, in Germany, which is the most important economy of
the EU, 99.7% from the total number of enterprises are SMEs. These enterprises generate
65.9% of the employees and 38.3% of turnover of all enterprises. This way, 83% of the
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trainees in Germany are employed in SMEs (within the German dual vocational education
system)*. Table 2 is presenting the criterions for SMEs classification in Germany, while
Table 3 is presenting additional data about SMEs influence to the total German economy,
based on the Eurostat report, for the year 2013.% These values are indicating the increase of
the ration of SMEs in the German economy.

Table 2. Criteria for SMEs in Germany:

Enterprise category | Number of Annual turnover (€) Annual balance sheet
employees total (€)

Micro < 10 = 2.000.000 = 2.000.000

Small < 50 = 10.000.000 = 10.000.000

Medium-sized << 250 = 50.000.000 = 43.000.000

Table 3. SMEs in Germany — basic figures for the year 2013

Number of enterprises Number of employees Value added
Germany EU-28 Germany EU-28 Germany EU-28
Number | Proportion | Proportion Number Proportion | Proportion | Billion | Proportion | Proportion
€

Micro 1.809.029 81.8% 92.4% 4.974.919 18.7% 29.1% 219 15.1% 21.6%

Small 336.111 15.2% 6.4% 6.300.111 23.6% 20.6% 275 18.9% 18.2%

Medium- 56.004 2.5% 1.0% 5.445.644 20.4% 17.2% 298 20.4% 18.3%
sized

SMEs 2.201.144 99.5% 99.8% 16.720.674 62.7% 66.9% 792 54.4% 58.1%

Large 10.608 0.5% 0.2% 9.941.295 37.3% 33.1% 664 45.6% 41.9%

Total 2.211.752 100.0% 100.0% 26.661.969 100.0% 100.% 1.456 100.0% 100.0%

Countries outside EU do have similar definitions of the SMEs. For example, according
to Law of RS [4], an enterprise is a legal entity that performs activities in order to gain profit.
Law on accounting of RS [5] provides following classification of enterprises: (1) micro, (2)
small, (3) medium and (4) large, in terms of: (1) the average number of employees, (2) annual
income and (3) assets value determined on the day the financial statement is produced for the
financial year. According to these criteria, micro legal entities shall be those legal entities that
do not exceed two of the following criteria:

3 Institut fiir Mittelstandsforschung (IfM) Bonn: Kennzahlen zum Mittelstand 2009/2010 in Deutschland, 21.
Miirz 2009

% European Commision, 2014 SBA Fact Sheet
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1) the average number of employees 10;
2) the annual income €700.000 in dinars equivalent;
3) the average business assets value €350.000 in dinars equivalent; [5]

Those legal entities that exceed the criteria mentioned in the previous paragraph, but
do not exceed two of the following criteria, shall be classified as small legal entities:

1) the average number of employees 50;
2) the annual income €8.800.000 in dinars equivalent;
3) the average business assets value €4.400.00 in dinars equivalent; [5]

Those legal entities that exceed the criteria mentioned in the previous paragraph, but do not
exceed two of the following criteria, are medium legal entities:

1) the average number of employees 250;
2) the annual income €35.000.000 in dinars equivalent;
3) the average business assets value €17.500.000 in dinars equivalent; [5]

Those legal entities that exceed the criteria mentioned in the previous paragraph, are
classified as the large legal entities.

As for Serbia, according to the report on small and medium-sized enterprises and
entrepreneurship for the year of 2012, from the total number of enterprises 317,668,
entrepreneurial sector accounts for 99.8% (317,162 enterprises) [6]. Also, SME sector
generates 65.1% of employees (782,026), 65.4% of turnover, 55.8% of GVA and accounts for
45.5% of investments in the non-financial sector. In Serbia, SME sector accounts for 45.3%
of the total employment, 39.1% of total investments, generates 49.8% of exports, 58.2% of
imports, 70.8% of foreign trade deficit of the Serbian economy and accounts for around 33%
of the Republic’s GDP. By size, the majority of the SME sector structure is held by micro
enterprises (305,321), whereas small and medium-sized (11,841) dominated in all analyzed
indicators (53.8% of employment, 60.7% of turnover, 61.6% of GVA, 77.0% of export,
74.5% of SMEs‘ import) [6].

According to Albanian legislation®, an enterprise, which has up to 50 employees
(with annual balance sheet not exceeding 50 million ALL) is classified as small enterprise and
those with 50-250 employees (with annual balance sheet not exceeding 250 million ALL) are
classified as medium enterprises.

Entitled to external audit 3 (two out of three criteria’s):

% Albanian Law No 8957 date 17.10.2002 “For small & medium enterprises, SME”, amended by the Law No.
10042 date 22.12.2008, article 4”

%7 Albanian Law No 10091 date 5.03.2009 “For legal audit, organization of the profession of auditor's registered
and chartered accountant, article 41”

165



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

1. >30employees
2. > 40 million ALL assets
3. > 30 million ALL sales

Based on the experience, in Albania, banks classify SMEs when:

1. Exposure > 100000 EUR < 2°000°000 EUR
2. Turnover > 500’000 EUR

The presentation of active enterprises, by economic activity and size, in Albania, is
given in the Table 4.

Table 4. Active enterprises by economic activity and size, in Albania® for the end of the year
2013.

Group by the number of employed

Economic Activity Total 14 59 10-49 50+
Total 111.083 99.782 5.235 4.660 1.406
Producers of goods 16.842 13.071 1.565 1.681 525
Agriculture, forestry and fishing 1.690 1.585 53 41 11
Industry 10.333 8.296 789 863 385
Construction 4.819 3.190 723 777 129
Producers of services 94.21 86.711 3.670 2.979 881
Trade 44.878 42.356 1.501 920 101
Transport and storage 8.024 7.738 127 127 32
Accommodation and food service 17.825 16.923 674 204 24
activities
Information and communication 2.495 2.217 150 95 33
Other Services 21.019 17.477 1.218 1.633 691

SMEs development is very much important on all hemispheres. Some examples from
continents, outside of Europe, will be presented in following text. Accordingly, available data
from some African countries show that in 2003 SMEs in Kenya employed 3.2 million people
and accounted for 18 percent of the national GDP. In Nigeria, SMEs account for 95 percent of
formal manufacturing activity and 70 percent of industrial jobs. In South Africa micro and
small firms provided more than 55 percent of total employment and 22 percent of GDP in
2003. [7, 8]

Similarly, in Thailand, SMEs account for a large proportion of the total establishments
in the various sectors. In the manufacturing sector, for instance, SMEs comprise 93.8 percent
of all establishments. Moreover, of the total number of SMEs, small enterprises comprise 76.0

%8 INSTAT (Albania Institute of Statistic) “Business Register” 2013
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percent, while medium companies account for 17.8 percent of all manufacturing
establishments. Meanwhile, it was estimated that 90 percent of all manufacturing firms were
SMEs, employing some 868,000 workers or 38.9 percent of the total [9].

In USA, SMEs accounted for 99.9 percent of all U.S. firms in 2006. While SMEs
account for a high percentage of the number of U.S. firms, their share in employment is much
smaller, although significant. In 2006, SMEs employed slightly over half (50.2 percent) of the
119.9 million nonfarm private sector workers in the United States, with the remainder
employed by large firms. According to the data on net new jobs, SMEs accounted for 64.1
percent, on average, of net new jobs created per quarter by private sector firms during the
approximately 16 years from the third quarter of 1992 to the first quarter of 2009. [10]

Although the failure of an individual SME will never attract the media’s attention; the
consequences of the failure of smaller companies are certainly a serious matter for directly
involved stakeholders [11]. Our understanding of entrepreneurship will never be completed
until we have a clear understanding of what causes discontinuation. Developing a deeper
understanding of new venture failures should provide critical information for several key
stakeholders in a new venture — individual entrepreneurs, venture financiers, and government
policymakers [12].

Also, the results of the research presented in this manuscript, can be of use for
education, continual education and consultancy. Actually, most of the case studies dealing
with the SMEs issues are describing success stories. After the research in this project, we will
be able to develop the cases of the SMEs which survived after the failures, which should be
equally important. The opinion of the authors of this manuscript is that it is better to learn on
somebody else mistakes than from our own.

The conclusions resulting for the research described in thus manuscript will also have
the potential to be used in order to improve the politico-economic surrounding conditions of
SMEs in the investigated regions.

3. FACTORS AFFECTING THE FAILURE OF SMES

In order to find the factors influencing the failure of small and medium-sized
enterprises an analysis of scientific papers in this field has been done. Based on the analysis of
scientific papers, all factors can be classified into two groups: (1) individual factors, and (2)
non-individual factors. Within non-individual factors we can make the difference between
those who come from the environment — external (2.1) and those arising from the
characteristics of the organization itself — internal (2.2).

Individual factors refer to the characteristics of the owners/managers of SMEs, while
non-individual factors are all those factors that do not dependent on the owners/managers of
SMEs. The most common case is that owner is also the manager of SME. As noted, within
non-individual factors we can make a distinction between external and internal influences.
External influences refer to those impacts coming from the environment on which SMEs have
no effect, while internal influences refer to the characteristics of the SMEs.
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Such classification of the factors influencing the failure of small and medium-sized
enterprises is the most common one. For example, European Federation of Accountants
(FEE), also distinguishes between internal and external causes of business failure.
Accordingly, internal causes include poor management, deficit in accounting, poor cash flow
management, inappropriate sources of finance, dependency on customers or suppliers,
impending bad debt, fraud/collusion, while external causes of business failure are economy,
catastrophic unpredictable events, governmental measures and international developments,
environmental protection and other regulatory requirements, as well as the bankruptcy of
main customer or supplier [11].

3.1 INDIVIDUAL FACTORS AFFECTING THE FAILURE OF SMES

A large number of scholars examined the relationship between the characteristics of
the owners/managers of SMEs and its failure. Authors Zahra Arasti, Fahimeh Zandi and
Kambeiz Talebi have explored the effect of individual factors affecting business failure in
new established small businesses in industry sector of Iran. [13] This study consists of
qualitative and quantitative research. In qualitative study 10 semi-structured interviews, were
carried out, from which four groups of individual factors were identified: (1) motivations, (2)
skills, (3) capabilities, and (4) characteristics. This research model is shown in Figure 1. Then,
these individual factors have been evaluated in a sample of 158 unsuccessful businesses and
data analysis of 52 complete questioners pointed out that “Lack of crisis management skills”
and “Lack of marketing, financial and human resource management skills” are the main
individual factors affecting business failure in new established small businesses in industry
sector. Also, authors pointed out that “change of motivations over time”, “have a traditional
look in business”, “insist on mistake” and “lack of capabilities (time, knowledge and
experience)” are respectively important individual factors of failure in new established small
businesses.
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Figure 1. Individual Factors Affecting Business Failure of Iranian New Established Small
Businesses [13]

The same author, Zahra Arasti in her paper “An empirical study on the causes of
business failure in Iranian context” [14] examines the causes of failure of SMEs in Iran,
where she takes into account different individual factors. The results of her research show that
personal characteristics of failed business owners/managers show significant difference in the
level of some personal characteristics. Namely, failed business owners/managers have low
level of tolerance of ambiguity, while they have high level of creativity and internal locus of
control and moderate level of need for achievement. Also, author has carried out investigation
of impact of owners/managers gender to causes of failure of SMEs. The result shows that
gender difference in the causes of business failure is significant for two of the business
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failures, which are “lack of financial support from banks and financial institutions” and
“problem of partnership and team work". These results point out that the mean of "lack of
financial support from banks and financial institutions” is higher for women and the mean of
"problem of partnership and team work™ is higher for men. As reason of failure, author also
mentions negative influences by the family.

Authors Mario Franco and Heiko Hasse [15] conducted a qualitative research in order
to identify factors for poor performance and failure of SMEs. In their study they included
eight SMEs in Portugal. Four interviewees mentioned ‘lack of entrepreneurial qualification’
as a difficulty in starting and managing their firms. Only two out of eight owner—-managers
have university-level degrees, while most of their interviewees (five cases) possess education
at the secondary level. Bates [16] has already shown that years of schooling and higher
education level are positively associated with a firm’s performance.

Authors Bradley and Moore [17] conducted a survey of individuals from the south and
southwestern part of the United States, who had filed bankruptcy during the calendar years
1995 and 1996. Results shows that the majority of small business owners possessed very little
or limited marketing, economic, and planning skills, as well as lack of understanding of their
business environment and consumer needs. The majority of the small businesses that failed
had no written marketing plan. Forty-eight percent of the respondents never used target
marketing to identify customers, while 34% had never conducted marketing research after
starting a small business. All this indicates incompetence of the owners of small businesses.

Ooghe and Waeyaert [18], also, recognized the management/entrepreneur
characteristics as the reason of failure of SME, where emphasize the following characteristics:
motivation, qualities, skills, and personal characteristics.

Also in work of Liao [19] we can recognize importance of individual characteristics of
the owners/managers of SMEs as a reason for failure of SMEs.

3.2 NON-INDIVIDUAL FACTORS AFFECTING THE FAILURE OF SMES

In contrast to individual factors, non-individual factors do not depend on
characteristics of owners/managers of SMEs. These factors can be divided into two groups. In
the first group are factors originated from characteristic of SMEs, as well as decisions made
within SMEs (internal). The second group includes factors coming from environment of
SMEs and negatively affecting the success of SMEs (external).

3.2.1 Internal non-individual factors

Internal non-individual factors refer to factors within SMEs and they are in control of
SMEs. Beside characteristics of SMEs, this group includes and decisions made within SMEs
and other factors originate from SMEs. Arasti [14] through her research came to the following
factors: management deficiency, inconsideration of market issues, lack of interest and
dissatisfaction in work at the work place, inaccurate evaluation of project, lack of related
experience, expertise and good work relationships, problems of partnership and team work,
unclear determination of business sector, inconsideration of legal issues, cheating and fraud.
Other authors in addition to these factors identify other factors such as: inadequate accounting
records, limited access to necessary information, lack of good managerial advice [14, 20],
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insufficient marketing, lack of ability to compete with other similar businesses [14,20],
company’s management and policy [14,22], company characteristics (size, maturity, industry,
and flexibility) [18], resources, structural characteristics and strategies of the firm [19], poor
cash flow management, inappropriate sources of finance, dependency on customers or
suppliers, impending bad debt [11], inadequate staff, obsolete technology and lack of
innovation, poor management strategy and vision [15].

Other authors, such as Valeria Scherger and colleagues [23] used fuzzy methodology
to identify the causes of failure of SMEs and to forecast firms’ health. The authors identified
74 causes, of which as internal non-individual factors can be singled out: type of organization,
centralization of decision making, information management, computerization of the firm,
internal communication, adaptability to change, degree of investment, work force’s
educational level, difficulty of getting qualified labor, degree of unionization, frequency of
employee training, planning, external advice, average time of payment to suppliers, stocks
policy, cost level compared to sector, contracts, price level, type of clients, advertising and
promotions, use of facilities, market reach, budgetary control, financial planning, location
form and means of payment, quality level, projects above possibilities, financial history,
customer satisfaction, sector experience, financial decisions, absenteeism, problems with
deliveries, mistakes in decision making, delays in decision making, technological level, firm’s
age, frequency of management changes, work accidents etc.

3.2.2 External non-individual factors

External factors are not predictable and SMEs can not affect them. Arasti [14]
identified following factors: lack of financial support from banks and financial institutions,
inadequate economic sphere, insufficient government policies, problems in product or service
supply, substituted product/service, cheating and fraud.

Burns [14, 24] came to a conclusion that the effect of the environment depends upon
the time period, geographic area, and market sector in which the firm operates. Government
and government-related policies is also an important factor affecting business failures. The
scholars found that failure rates increased due to the heavy burden of taxation and regulation,
while the growth in money supply (higher growth decreased the failure rate) and the volume
of bank lending (higher volume of bank lending reduced the rate of business failures) are also
significant factors. [14, 20, 24, 25]. They discussed the negative internal and external
environmental factors including pressure from competitors or new entrants, poor
improvement in modern technology and poor sales, the outbreak of pests, and farm diseases
etc. [14, 25]. According to conceptual failure model presented by Ooghe and Waeyaert in
2004, external factors are: general environment (economics, technology, foreign countries,
politics, and social factors) and immediate environment (customers, suppliers, competitors,
banks and credit institutions, stockholders, and misadventure). [14, 18, 22]. The European
Federation of Accountants has identified the following external factors: economy,
catastrophic unpredictable events, governmental measures and international developments,
environmental protection and other regulatory requirements, and the bankruptcy of main
customer or supplier. [11, 14]
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In qualitative research conducted by Mério Franco and Heiko Hasse [15], external
factors mentioned by owner—managers of SMEs in Portugal are: limited access to finance,
poor market conditions, strong competitiveness and lack of institutional support.

Author Valeria Scherger and colleagues [23] have identified following external
factors: political, regulatory, regional economy and macroeconomic changes, technological
changes, demand changes and Competition.

4. RESEARCH PART

Based of previous literature review, starting research framework that will be basis for
our further research, is given in Figure 2.

Age

Age in failure time
Demographics Gender

Level of education

Marital status

Vocation

Previous experience in related sector

Professional experience
(1 Previous entrepreneurial experience

Hours spend at work, weekly

Desire to be independent

S R Financial motives
[Indnwdual characteristics of the Entrepreneur} —_—
Job satisfaction

Motivation for SMEs startup

Self fulfilment
Good networks

P

Employment creation

Self confidence

Need for achievement
Risktaking

Personal characteristics Creativity

Internal locus of control
Independence

Leisure time

Political issues
. Economic issues
H2 Social issues

External influences .
s ———— Technological issues

Ecological issues
Legislative issues

Manufacturing

Business sector Service
Agriculture

Under 3 years

Business age Between 3 and 5 years
More than 5 years

[Non individual characteristics of the SMES}

Internal influences Establishment
Growth

Stagnation

Business life cycle in the time of failure

Decline
Number of employees

Financial resource

Infrastructure of the surrounding region of SMEs

Figure 2. Starting research framework

In the framework of this study two hypotheses will be tested. The first hypothesis
relates to whether the individual characteristic of entrepreneur affects the failure of SMEs.
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Individual characteristics will be divided into four categories. The first category includes
demographic characteristics such as gender, age, marital status, etc (Figure 2). The second
category refers to professional experience of owners/managers of SMEs. The motivation for
establishing of SME makes up the third group. The fourth group refers to the personal
characteristics of owners/managers of SMEs.

The second hypothesis relates to the impact of non-individual characteristics of SMESs
on failure of SMEs. Within non-individual characteristics we will make a distinction between
external and internal influences. To identify the external factors we will take into account the
political, economic, social, technological, ecological and legislative issues with which
entrepreneurs are faced. Internal factors will include business sector, business age, number of
employees and others factors (Figure 2).

Besides those two hypotheses, the correlation of influences of both individual and
non-individual factors will also be addressed. On the basis of defined model, a questionnaire
is developed that will be used for analyzing of reasons for failure of SMEs. This questionnaire
Is attached in the appendix.

Based on developed questionnaire, qualitative and quantitative analysis will be
conducted to obtain the responses from the suitable persons from the target group - SMEs
owners/managers. Considering that asking a person about the failure is not a pleasant think to
do, we will approach to this by asking the entrepreneurs why did they change the scope of
their entrepreneurial activities and not why did they fail. For example, most of entrepreneurs
did have some sort of failure in the past which resulted, in some cases with complete
bankruptcy, and in other (most often) cases, with change of entrepreneurial scope of work.
Usually after failure of one idea, entrepreneurs pick up the pieces and start some new, usually
completely different venture. Both groups are equally important for this research. This also
gives a wider space and increased number of potential subjects for interview. With the
interview, it will be possible to obtain both qualitative and quantitative observations regarding
the factors influencing the SMEs failure. Namely, qualitative study will answer the questions
“what” were the reasons which resulted with the SMEs failure and “how” those factors did
influenced the entrepreneurial operations which resulted in failure. On the other hand, the
qualitative study will reply to the “why” type of questions, giving the possibilities to
entrepreneurs to describe the reasons which lead to failure of their venture. Also, in
qualitative analysis some aspects of quantitative study will be further explained by the
entrepreneurs.

On the other hand, to assess adequate numbers of respondents for quantitative data
analysis, it will be required to develop a web based survey tool, that will be used to assess as
much as possible responses from potential subjects of research.

S. CONCLUSION

SMEs play an important role in different economies. This is confirmed by numerous
reports on the importance of SMEs for different countries. According to report of European
Commission [3] in the European Union (EU), more than 99 % of the existing firms are SME;
they stand for two-thirds of all employment possibilities and account for 60 % of value added.
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On the other hand, SME are economically and socially significant. They are not only seen as a
main driver for generating employment, they also promote innovation, put business ideas into
practice, foster Regional economic integration, and maintain social stability.

Numerous studies in recent years have been focused on the success factors of small
and medium-sized enterprises, and not on the factors that contribute to the failure of SMEs.
Detection of these negative factors will enable entrepreneurs to better analyze their business
in order to improve and avoid bad business decisions.

As we can see from the literature review in this paper, there are numerous negative
factors that affect the success of SMEs. In most cases, a complex mixture of causes contribute
to business failure; it is very rare for one single factor to be involved [11].Within the paper the
review of factors that contribute to failure of SMEs, as well as their classification, is given.
All factors are classified in two groups. The first group consists of individual factors that refer
to characteristics of entrepreneur or owner/manager of SMEs. A review of scientific literature
has led to factors such as motivation, skills, personals characteristic, gender, etc. The second
group consists of non-individual factors. These factors are divided into internal and external
depending on whether SMEs can affect them or not. As internal factors emerge, for example:
poor marketing, lack of ability to compete with other similar businesses, outdated technology,
lack of innovation and others. While as external factors emerge: bankruptcy of main customer
or supplier, limited access to finance, poor market conditions, strong competition and others.

Based on the literature review, conceptual model was developed which includes both
individual and non-individual reasons for the failure of the SMEs. This conceptual model was
the framework for development of the questionnaire, which will be used as the measuring
scale, to obtain quantitative influence of each of the indicated factors. This will be the base
point for our future research, which will result with the structural model, that can be used to
assess the potential for future failure of SMEs, based on the historic data and the reasons for
failure of the similar SMEs in the past.

REFERENCES

[EEN

. EU recommendation 2003/361

European network for SME research—ENSR. Observatory of European SMEs 2003,
European Commission, Brussels, 2003

N

3. IEG, Evaluation of the World Bank Group’s Targeted Support for Small and Medium
Enterprises, 2013. http://ieg.worldbank.org/Data/reports/ap_evaluationof _smes.pdf

D

. Law on companies, Official Gazette of the Republic of Serbia, No. 36/2011

o

Law on accounting, Official Gazette of the Republic of Serbia, No. 62/13

(2]

. Ministry of Economy, Ministry of Regional Development and Local Self-
Government, National Agency for Regional Development, Report on small and
medium-sized  enterprises and entrepreneurship 2012, Belgrade, 2012.

174



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

http://narr.gov.rs/index.php/content/download/2318/11716/file/Report%200n%20SM
E%202012.pdf

7. A. Woldie, P. Leighton, A. Adesua, Factors influencing small and medium enterprises

(SMEs): an exploratory study of owner/manager and firm characteristics, Banks and
Bank Systems, 3(3):5-13, 2008.

8. C. Kauffmann, Financing SMEs in Africa, Policy Insights No. 7, OECD, 2005

9.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

C. Chittithaworn, A. Islam, T. Keawchana, D. H. M. Yusuf, Factors Affecting
Business Success of Small & Medium Enterprises (SMES) in Thailand, Asian Social
Science, 7(5): 180-190, 2011.

United States International Trade Commission, Small and Medium-Sized Enterprises:
Overview of Participation in U.S.Exports, 2010.

European Federation of Accountants (FEE), Avoiding Business Failure: A Guide for
SMEs, FEE Guide. 2004. [online], http://www.fee.be.

Liao J, Welsch H, Moutray CH Start-up Resources and Entrepreneurial
Discontinuance: the Case of Nascent Entrepreneurs. J. Small Bus. Strateg., 19(2): 1-
15, 20009.

Z. Arasti, F. Zandi, K. Talebi, Exploring the Effect of Individual Factors on Business
Failure in Ilranian New Established Small Businesses, International Business
Research, 5(4):2-11, 2012.

Z. Arasti, An empirical study on the causes of business failure in Iranian context,
African Journal of Business Management 5(17): 7488-7498, 2011.

M. Franco, H. Haase, Failure factors in small and medium-sized enterprises:
qualitative study from an attributional perspective, Int Entrep Manag J. 6:503-521,
2010.

T. Bates, Analysis of young, small firms that have closed: delineating successful from
unsuccessful closures. Journal of Business Venturing, 20: 343-358, 2005.

D. B. Bradley Ill, H.L.Moore, Small business bankruptcy caused by lack of
understanding of business environment and consumer needs, 1998 ICSB Singapore
Conference, 2000. http://www.sbaer.uca.edu/research/icsb/1998/88.pdf

H. Ooghe, N. Waeyaert, Oorzaken van faling en falingspaden: Literatuur overzicht en
conceptueel verklaringsmodel. Economisch en Sociaal Tijdschrift, 57: 367-393, 2004.

J. Liao, Entrepreneurship Failures: Key Challenges and Future Directions, In Welsch
(eds) Entrepreneurship: the Way Ahead, UK: Routledge. 133-150, 2004.

LR. Gaskill, H.E. Van Auken, R.A. Manning, A Factor Analytic Study of the
Perceived Causes of Small Business Failure, J. Small Bus. Manage. 34(4): 18-31,
1993.

W. Wu, Beyond Business Failure Prediction. Expert Syst. Appl., 37: 2371-2376,
2010.

175



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

22. H. Ooghe, S. De Prijcker, Failure Process and Causes of Company Bankruptcy: a
Typology. Manage. Decis., 46(2): 223-242, 2008.

23. V. Scherger, H. P. Vigierb, M.G. Barbera-Marinéc, Finding business failure reasons
through a fuzzy model of diagnosis, Fuzzy economic review, 19(1): 45-62, 2014.

24. P. Burns, Entrepreneurship and Small Business, Palgrave, London, 2001.

25. A.O. Oparanma, D.l. Hamilton, I. Zep-Opibi, Diagnosis of the Causes of Business
Failures: A Nigerian Experience, International J. Manage. Innov, 2(1): 31-44, 2010.

APPENDIX 1. QUESTIONNAIRE

Questionnaire

Dear Ms./Mr.

With this questionnaire we want to know your opinion on certain issues related to problematic
issues of SMEs. This questionnaire is anonymous and the results will be used for the purpose
of scientific paper.

Please circle only one answer.

Thank you for your cooperation!

VI.

VII.

Age years.

Age in failure time
1) Under 25 years old
2) Between 25 and 45 years old
3) More than 45 years old

Gender 0) male
1) Female

Level of education 1) High school diploma and under diploma
2) B.Sc.
3) M.Sc.
4) Ph.D.
5) Other (please specify)

Vocation
Marital status 0) Single
1) Married
2) Divorced
Previous experience in related sector years.
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VIIl.  Previous entrepreneurial experience years.
IX.  Please indicate how many hours do you spend at work, weekly:
- From those, how many hours do you spend in solving strategic problems/decision
making/addressing the operational challenges, weekly:
- From those, how many hours do you spend in administrative work, weekly:
X.  If you would have more time for private activities, what would you like to do:
Please rate the importance of following private time activities (grade from 1 lowest to 5
highest)
Spending time with my family 1123|415
Spending time with my friends 1123|415
Spending time on my hobby 1123|415
Traveling and going on vacations 1123|415
Voluntary work 1123|415
Social responsible work 1123|415
Something else, please describe: 1123|415
XI.  Please rate the importance of following personal characteristics on SMES success.
Grade from 1(lowest) to 5 (highest).
Self confidence 112(3|4]|5
Need for achievement 112(3|4]|5
Risk taking 112(3|4]|5
Creativity 112(3|4]|5
Internal locus of control 112(3|4]|5
Independence 1123|415
Education 1123|415
XIl.  Motivation for SMEs startup
Desire to be independent 112(3|4]|5
Financial motives 112|134 /|5
Job satisfaction 112(3|4]|5
Self fulfillment 112|13]4|5
Good networks 112|13]4|5
Employment creation 112|134 /|5
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Access to additional financial resources ‘ 1 ‘ 2 ‘ 3 ‘ 4 ‘ 5 ‘

XIIl.  Please rate the importance of following external factors for SMEs operational
problems. Grade from 1(lowest) to 5 (highest).

Political issues

Economic issues

Social issues

Technological issues

Ecological issues

NI I
NN NN NN
W W W wl w|w
N N S

Legislative issues

o1 o1 o1 o1 o1 O1

XIV.  Please rate the importance of following internal factors for SMEs problems. Grade
from 1(lowest) to 5 (highest).

Management of receivables/ payables

Delay in fulfilling bank obligations

Fall of motivation

Delegation of responsibilities

Difficulties in absorption/acquisition of new technologies/innovation

Inability to find new potential shareholders/ partners

The level of fixed assets free from any burden/inscription

I I I
NN NN NN NN
W W W Wl wl w w w
I N N I S S Y

The level of clearing/ barter transaction

ol o1 o1 o1 O o1 O1] O1

XV. The sector of your previous business:
1) Manufacturing
2) Service
3) Agriculture

XVI. Business age in the time of failure:
1) Under 3 years
2) Between 3 and 5 years
3) More than 5 years

XVII. Business life cycle in the time of failure:
1) Establishment
2) Growth
3) Stagnation
4) Decline
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XVII1. Number of employees in your SMEs that suffered from failure

XIX. Financial resource
If not confidential please indicate the annual income of you company in time before distress
Euros.

XX. Importance of the following infrastructure of the surrounding region of your SMEs
which suffered from failure
Grade from 1(lowest) to 5 (highest).

Transportation system

Supply of the electricity

Possibility to increase capacity

Existing share of market for products/services

Existing resources for important raw material

A I I
NN N N NN
W W W wl wl w
N NI S
ol o1 o1 O1] O1f O1

Enough qualified work force in the region

XXI. Please rate, in your opinion, the level on which you recovered from the failure (starting
from 1 — not at all to 5 —completely):

12345

XXII. If your answer, on question XXI was above 1, please indicate the time that was
necessary to reach this level of recovery: (years)

XXI1I. The sector of your current business:
1) Manufacturing
2) Service
3) Agriculture

XXIV. Number of employees in current SME:

XXV. As an addition, please give us your opinion about successful entrepreneurs form your
region. Please make the list of five most successful entrepreneurs in your region:
1.

2.
3.
4
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5.

XXVI. In accordance to your opinion which are the most important factors for their success:
1.

2
3.
4.
5
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SYSTEMS AND CONTINGENCY MODELS OF MANAGEMENT
PHILOSOPHY IN NIGERIA

B.E.A. Oghojafor, Andrew E Otike-Obaro, O.J. George
University of Lagos, Faculty of Business Administration, Nigeria

Abstract: This paper attempts to study systems and contingency models of management
philosophy and evaluates its recognition and application in the Nigerian management
environment. The study shows that Systems thinking traditionally considers organizations as
being intricately interdependent within its sub-units and between the organisation and its
environment. It further reveals that changes in the environment directly affect the structure
and function of the organisation. Contingency model posits that there is no one best way to
structure or manage an organisation. The study is based on secondary sources of data
assembled from journal articles published over the last forty to fifty years and specifically on
Nigeria management models and philosophy from indigenous management institutions. The
study reveals dearth of literature on systems and contingency models of management
philosophy in Nigeria. Nevertheless, it was found that some entities in the public and private
sectors of the economy have adapted and deployed contingency management models to their
environment in the face of challenging situations. The paper recommends pragmatic blending
of borrowed patterns of management with traditional social structure and culture.

Keywords: systems thinking, contingency models, management philosophy, structural
adaptation, African culture, universalization of management.

1. INTRODUCTION

Contingency theory of management philosophy is described as an assessment of the
environmental impact on the structure, strategy and management style of organizations [1].
Although open systems analysts [2] emphasized the input of the external environment into
organization structuring, the contingency approach attempts to establish functional
relationships between environmental variables and organizational variables.

Contingency approach which was a management orientation adopted by management
theorists during the 1960s also emphasized the importance of situational influences on the
management of organizations and questions the existence of a single best way to manage or
organize [3]. The contingency theory proposed by [4] regards the optimum organization form
as contingent on the demands of the organization’s environment. It is the first extension of
systems philosophy into management practices. The open system perspective considers
organization as a set of interdependent parts that interact with internal and external
environment to produce two open system characteristics of adaptation and equifinality. While
the principle of adaptation states that the elements within the systems adapt to one another for
system character preservation, equifinality maintains that a system can reach the same final
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state by a multiplicity of paths [3]. The theoretical grounding of this paper is on the
perspectives of [5], [4] and [6].
The purpose of this paper is to evaluate, through case study, the extent of recognition and

application of contingency management in Nigeria in view of the importance and longevity of

the approach in the management field.

2. LITERATURE REVIEW

2.1. THE SYSTEMS MODEL

[7] was concerned with the integration of structure and process and defined a social
system as comprised of the interactions of many individuals within a situation, where the
system itself includes commonly understood cultural norms. These cultural norms are within
a system of generalized symbols and their associated meanings. [8] considers organization
and management as “a dynamic social system of cooperative interactions with the purpose of
satisfying individual needs, thus recognizing the existence of both the formal and informal
group in the organization”. His formal organization is considered as a system by which two or
more people are consciously coordinated towards a common purpose. [9] popularized the
concept of cybernetics as a self-regulating system on the basis of feedback information to
discover deviations from standards and indicate corrective measures. The social systems
according to [2] are fixed by men, defective and bounded together by psychological rather
than biological distinctiveness. The system is anchored in attitudes, perceptions, beliefs,
motives, habits and expectations of human being.

The findings of some scholars from Tavistock Institute of Human Relations also
revealed industrial system as an open system interacting with the environment consisting of
two main subsystems; operating, the subsystem that deals with the conversion of inputs into
outputs, and managing system, the subsystems that is concerned with decision-making,
control, and communication aspects of the organization [10].

The Simon-March-Cyert stream of work adds to the open systems perspective the
view that organizations are problem-facing and problem-solving entities. The organization
develops processes for searching, learning and deciding on processes that attempt to achieve a
satisfactory level of performance under norms of bounded rationality. Organizational
decision-makers undertake rational decision processes designed to cope with the complexity
and uncertainty of their situations, all of which result in deliberate decisions by using a
satisficing criterion for performance.

2.2. THE CONTINGENCY MODEL

Although contingency approaches began to emerge almost simultaneously from a
variety of sources [11; 5; 12; 6; 13; 14; 4; 1] forged much of the theoretical superstructure of
the contingency perspective. Integrating and extending previous work, he conceived of
complex organizations as open systems faced with uncertainty and subject to a rationality
criterion. He argued that differences in technological and environmental dimensions result in
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differences in structures, strategies and decision processes and proposed a set of organization
and decision strategies which provide the organization a degree of self-control despite
interdependence with the environment.

The contingency approach to management has its roots in general systems theory and
the open systems perspective [15; 16; 2] as well as in the Simon-March-Cyert stream of
theory and research [17; 18; 19]. [1] recognized the intersection of these traditions and
extended them in a landmark work that represents the cornerstone of the contingency
approach. The contingency approach has emerged in recent years as the dominant theoretical
framework for viewing organizational structure and design [20]. The pioneering contingency
theorist, [13] found that the environmental variable of technology seemed to have a
relationship with structural variables.

One of the best known contingency approaches comes from the work of [4]. Using 10
firms in 3 industries, they analyzed how differences in the external environment were related
to differences in the internal environments of the organizations. They found that the more
turbulent, diverse, and complex the external environment, the more differentiated, in terms of
goals, time perspective, interpersonal orientation, the more formality of structure were the
subunits or departments and the greater the need for elaborate integrating mechanisms.

2.3. CURRENT PERSPECTIVES ON THE CONTINGENCY APPROACH

As derived from these conceptual antecedents, the essential premise of the
contingency approach is that effectiveness, broadly defined as organizational adaptation and
survival can be achieved in more than one way [21]. For example, management theorists and
researchers have recognized more than one way to organize effectively, more than one
strategy that maximizes profitability and market position, and more than one leadership style
that achieves organizational goals. Each way is not equally effective under all conditions;
certain organizational actions or responses are more appropriate than others, depending on the
situation [22].

The contingency approach suggests, therefore, that wide variations can be observed in
effectiveness, but these variations are not random. Effectiveness depends on the appropriate
matching of contingency factors with internal organizational designs that can allow
appropriate responses to the environment.

Contingency variables represent situational characteristics usually exogenous to the
focal organisation or manager. In most instances, the leeway to control or manipulate these
variables is, at best, limited and indirect. In contrast, response variables are the organizational
or managerial actions taken in response to correct or anticipate contingency factors.
Performance variables are the dependent measures and represent specific aspects of
effectiveness that are appropriate to evaluate the fit between contingency variables and
response variables for the situation under consideration [3].
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Figure 2 — A Model of Contingency Management Philosophy

Specific contingency frameworks have been conceptually developed [24; 14; 25; 26;
1], and empirically derived [5; 27; and 13]. Considerable efforts in many of these works
have been directed towards the identification of important contingency variables within the
major sub-disciplines of management. Many contingency frameworks, particularly in the
early phases of development, employ a single dimension (e.g. level of environmental
uncertainty, type of technology, organizational size, stage of the product life cycle), or
construct 2x2 matrices that dichotomize two critical contingencies (e.g. environmental
complexity and stability, growth rate and market position). The current trend, however, is to
expand these frameworks through the development of contingency theories that employ
multiple dimensions or contingency variables [27;28]. A good summary list of environmental
variables was provided by [29] to include origin and history, ownership and control, size,
charter, technology, location, resources, and dependence

[

The Structural Contingency theory articulated the theoretical model of Structural
Adaptation to Regain Fit which sees organization as continuously adapting to their changing
environments [30; 7 and 31]. An organization in fit enjoys higher performance that generates
surplus resources and leads to expansion such as growth in size, geographical extension,
innovation and diversification. This expansion escalates the level of contingent variables of
size leading to a misfit with the existing structure. The misfit lowers performance, eventually
resulting to a performance crisis and adaptive structural change to fit [31; 32; 12]. These
contingency factors also cause functions within companies to be organized differently. Stable,
standardized activities such as payroll, treasury, taxation, customer support and purchasing
activities tend to operate well when organized along bureaucratic principles. This view aligns
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with Burns and Stalker’s findings that mechanistic form of organization appeared to be most
appropriate under relatively stable environmental conditions while the organic form seemed
best suited to conditions of change [5].

Critics of structural contingency theory have argued that it is not sensible for
organizations to move into fit with their contingencies because while the organization is
changing its structure to fit the contingencies, the contingencies themselves change, hence the
organizational structural change does not produce fit. The assumption is not yet clear that
organizational effectiveness is a function of the goodness of fit or consistency between
environmental and structural variables.

It is also not certain which of the environmental variables have explanatory power for
structural differences among organizations [33].

3. METHODOLOGY

This paper is a theoretical study based on literature review. The study is also based on
qualitative approach using secondary records for information gathering. According to [34],
“secondary sources are sources of data that have been collected by others, not specifically for
the research question at hand”

This process is economical because it saves time and cost that would otherwise be
spent collecting data [35]. Furthermore, secondary data generally have a pre-established
degree of validity and reliability which need not be re-examined by the researcher who is re-
using such data [36].

The paper is a product of ordered appraisal of long-dated articles, majority of which
were published in the last thirty to forty years in the field of management and social science
disciplines. A list of over fifty related articles were sourced from the internet using such key
words as contingent approach to management, systems thinking, open and close systems,
management philosophy and models of management. Further materials on the Nigerian
experience of contingency management were sought also from the internet, the libraries of
Centre for Management Development (CMD) and Nigeria Institute of Management (N1M)

4. SYSTEMS AND CONTINGENCY APPROACH: THE NIGERIA EXPERIENCE

Though the systems and contingency models of management philosophy may not be
recorded or codified anywhere in Nigeria, yet there is a good number of examples of
situation-induced or paradigm shift in management applications.  This is not surprising
because most of our managers had their education through or from the environment where
these theories were proposed and practised. Generally, innovation is borne out of prevailing
inadequacies or unacceptable circumstances.

Discussed below are case studies in the Nigerian public and private business
environment that have demanded situational analysis and contingent decision applications.

First is the Federal Government annual budgetary system which used to run from
Aprill, to March 31. Though this practice lasted for a number of years, it was at variance
with the natural calendar year that runs from January to December. Moreover, the
International Oil Companies (IOCs) from whose operations the annual revenue of the nation
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is derived also operate January to December financial year. A contingent analysis of the
budgetary process demands a change to January-December, even though the discipline it
requires is yet to be absorbed [37].

Second is the electioneering process. Since Nigeria gained independence in 1960,
except the military regimes, electioneering through the ballot paper has been the process by
which the electorates exercise their universal suffrage to change each civilian administration.
The results of each of the elections have always been rejected by the opposing parties on the
ground that it has been massively rigged. The processes of counting and collating the ballot
papers are so marred with irregularities [38; 39; 40; 41]. Court cases in relation to electoral
malpractices normally linger till the next election. It is this unacceptable situation that is
fuelling the agitation for the electronic voting system which will not only obviate the need for
manual counting and collation of ballot papers but also produce on-line real time election
results.

Third is the Joint Admission Matriculation Board (JAMB). Until 1978, each
University in Nigeria organized its own matriculation examination. Joint Admission
Matriculation Board (JAMB) was established to organize a central matriculation examination
for all tertiary institutions in Nigeria whether private or public [42]. However the institutions
were allowed to hold pre-admission interview as part of the admission processes for
successful candidates at the JAMB examinations. Candidate’s performance at these interview
sessions generated so much suspicion that questioned the authenticity of the JAMB and
WAEC/NECO performance. This situation was responsible for the introduction of the post
UME examinations. Though it is an anathema, a double burden, yet under the situation, it is
the only way out for now until ethical standards is restored in JAMB examinations.

Fourth is the abysmal performance of the energy company, Power Holding Company
of Nigeria (PHCN) which opened the flood gate to the importation of power generating sets of
all shapes and sizes from China that increased domestic consumption of hydro-carbon
products (petrol and diesel) and enhanced the depletion of the ozone layers. The poor
performance of PHCN caused the likes of Dunlop Nigeria Plc and Michelin to shift their
production outfit to Ghana, an environment that affords constant energy supply. The energy
failure led to the process of comprehensive reform of the Nigeria electricity sector which
culminated in the Electric Power Sector Reform Act of 2005. The reformed Electricity Supply
Industry (ESI) envisaged unbundling of Nigeria Electric Power Authority (NEPA) into
multiple competitive generation and distribution companies and one transmission company.
Power Holding Company of Nigeria (PHCN) will wind up with 6 successor generation, 1
transmission and 11 distribution companies which were incorporated in 2005. The reform
involves the trading of electricity between successor companies and other market participants
under the overall regulation of the Nigerian Electricity Regulation Commission (NERC) [43].
Though NEPA was just an entity within Nigeria economic and social milieu, the systems
model has shown how interdependent the organization is to all facets of the economy. The
Federal Government’s resolve to reform the energy sector is a contingent approach to
management.

Fifth is the Nigeria Telecommunication (NITEL), a government monopoly just as
PHCN. In the 80s, Lagos residents have to stay awake all night at the NITEL House along
Marina in Lagos Island to make international phone calls to relatives, friends and business
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partners. It was so bad that even making local call was impossible. “All trunk calls are busy,
please try again”, was the usual slogan. The strategic importance of communication in the
main organization called Nigeria and its subunits in terms of public and private enterprises
and the individuals demands that a situational analysis be made and alternative remedy be
sought out. This was the advent of Global System of Mobile Communication (GSM) in 2002
with the advent of corporate organizations such as the MTN, Airtel, Etisalat, Visa Phone, and
Starcom [44]. The whole nation has been literally lifted up with the advent of GSM and
individuals can now make international calls in the comfort of their bedrooms.

Furthermore, the competitive environment created by the advent of international
courier companies like DHL and UPS in the postal service sector was first ignored by the
Nigeria Postal Service (NIPOST). The transport companies in the long haul business such as
“The Young shall Grow”, “Ekene Dili Chukwu”, “ABC Transport” also created windows for
courier services. This was followed by the domestic airlines venturing into courier services.
At this stage, it became apparent to the management of NIPOST that Nigeria Postal Service
does not exist in a vacuum. The situation being faced, therefore, requires a rethink, a
situational analysis which led NIPOST to introduce “ Speed Post” — a wake- up call to rise
up to the competition [45].

In addition, it can also be observed that the chaotic urban transportation experience In
Lagos metropolis, suggested the creation of a dedicated tract for the Lagos State Government
urban bus rapid transit system (BRT) which is an application of contingency management
model dictated by the absence of metropolitan rail line, insufficient road networks and high
volume of traffic [46].

Also, in the hydro-carbon sector, the discovery of fossil fuel in commercial quantity in
1956 in Nigeria brought in the International Oil Companies (I0C) with the skill, technology
and financial resources for oil exploration and exploitation [47]. It was imperative that they
entered into operating agreement with the Federal Government of Nigeria. The type of
agreement most suitable to them because of their experience was the Joint Venture (JV)
which requires cash calls from both parties to the agreement to meet operating expenses. The
issue of cash calls became problematic to the Federal government, whose cash was not
available a number of times that the calls were made [48]. It was a serious concern because
the annual budget revenue inflow is tied to the performance of the 10Cs. The situation
required a search for another type of a more favourable operating agreement. This search,
about 1979, brought the Profit Sharing Contract (PSC) which does not require any cash call.
This new acquired participation arrangements means increased financial returns to the
government [49]. The terms of PSC mandated the I0C to raise the working capital for the
operation. The company is entitled to deduct from the volume of oil achieved, the royalty oil,
cost oil, the tax oil, and the net oil is shared among the parties in accordance with the
operating agreement.

Furthermore, in the private sector of the economy, First Bank Plc has been through
many seasons since 1894 when it was the only bank in Nigeria for decades. It weathered the
“banking explosion” of the 1930s to 1950s; followed by an era of government ownership and
control to a flurry of consolidations and then gradual growth in number of banks up to the
early 1980s. There was then yet another industry growth spurt in the early 1990s when the
banking sector was deregulated leading to an industry shake-up in the late 1990s which
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reduced the number of banks from 126 to 77 and later resuscitation and growth to 89 banks
until the recent shake-up to 25 banks. The survival of the bank has been influenced by its
ability to adjust its technology, internal structure and management style in these varying
seasons, recognizing its interdependent with other players in the banking and financial sector
of the economy [50].

The fast food business has also experienced situational challenges and innovations.
The fast food business was started in Nigeria by Kingsway Stores in the 70s. The operation of
the company was scuttled by the Indigenization Policy of the Federal Government.
Nevertheless, the idea of fast food was repackaged by the UAC as Mr. Biggs. Unlike
Kingsway Stores, Mr. Biggs introduced jollof and fried rice with roasted chicken. The advent
of indigenous fast food outfits such as “Sweet Sensation”, “Tantalizer”, and “Tastee Fried
Chicken” introduced other Nigerian dishes such as ‘amala’ stewed beans, yams and plantain
pottages. This has revolutionized fast food business in Nigeria, an innovation borne out of
situational analysis by which the indigenous fast foods created a niche for themselves [51].

Finally, in the aviation industry, the Arik Airlines initiative was a contingent approach
to management. Until the advent of Arik Air, and the resuscitation of democratic governance,
there was no connecting flight between the State Capitals and the national capital, Abuja. An
intending passenger from the State proceeds to Abuja enroute Lagos. The stiff competition
arising from a large number of domestic airlines encouraged Arik Airline to open up direct
flight to and from Abuja to the State capitals [52]. This strategy was instantly imitated by
other domestic airlines.

The next section provides a platform for the discussions of the findings and
observations with a view to a reasoned conclusion.

5. DISCUSSION

Organisation theory attempts to predict the effect of certain structural arrangement on
performance and bahaviour, while management theory is concerned with facts and sound
principles or philosophy which prescribes what to do to achieve desired outcome in the
organization [53 and 54]. Management theory, therefore, provides the basis for management
practice and the practice reinforces the development of management philosophy [55].

African management philosophy is the practical way of thinking about how to
effectively run organizations whether in the public or private sectors on the basis of African
ideas and in terms of how social and economic life is actually experienced in the region [56].
Edoho asserted that the philosophy must necessarily be interwoven with the daily existence
and experience in Africa and its contextual reality. This statement is equally applicable to
Nigeria. The establishment and institutionalization of the indigenous African management
systems is the surest way to enhance African development — economically, politically and
socially [57; 58 and 59].

The advancement of indigenous African management philosophy is therefore
considered as a sine qua non for the development of Africa. This philosophy should be
rooted in African culture, value system and beliefs, and the derived management knowledge
will help the African organizations function more efficiently and effectively [60]. Japan
seems, apparently, to have provided the needed pragmatic justification of what benefits could

188



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

be derived from rationally blending borrowed patterns of management with traditional social
structure [23].

[61] in his forward to Ejiofor’s book titled, “Management in Nigeria: Theories and
Issues”’, noted that Nigerian management specialists have the great and necessary task of
developing management principles and styles which are adapted to meet the needs of our
environment. He concluded that our urgent need now is to use experience so far acquired to
develop the type of curricular that would take cognizance of the peculiarities of our
environment.

Several years after these emotions were expressed; no considerable change has been
noticed in the course and practice of management in Nigeria. There is no obvious paradigm
change as much of management theories, principles and practices are still western-oriented.
There is the need to improve on our management research and develop Nigeria models, which
will assist us attend to the problems challenging management practice in Nigeria [62].

The transfer of foreign management knowledge and practices was regarded by [63] as
an essential ingredient of modernization process. This view point agrees with [64],
proposition that economic underdevelopment leads to a stronger tendency to import ideas
from more developed countries as well as to imitate them. There is widespread belief that
management inefficiencies which have retarded economic growth in Nigeria and Africa in
general essentially resulted from lack of qualified managers [65; 66].

[67] also noted that the use of western yardsticks in the evaluation of African
leadership and management led to the conclusion that Africa’s diminutive growth or
underdevelopment was in the main due to poor leadership and management. As a result, the
application of western leadership and management theories was felt to be the needed panacea
to the complex social, economic and political problems of the continent.

The Nigerian civil service is arguably the institution that perfectly reflects the legacy
of colonialism. It was conceptualized and designed as the British machinery for promoting,
implementing and defending the administrative and economic policies of the colonialists.
Consequently, It has not provided a fertile ground for the cultivation and development of
indigenous management models and philosophies despite several attempts at its
transformation.

Consequently, emphasis was shifted to western management education through the
creation of educational institutions whose objectives are the training of indigenous individuals
to serve both public and private sectors of the economy. Management as a universal concept
has not taken cognizance of culture impacts on management practices. Studies have shown
that the practice of management is heavily influenced by the traditions, values and habits of a
people as well as their political, economic and social contexts [68; 56; 69 and 70].

Inyang (2008) also observed that across the continent, African business schools and
management faculties in the universities and other tertiary institutions have not considered it
expedient to completely review the colonial business curricular several years after
independence. He concludes that the predominance of foreign course contents, literature,
models, principles, theories etc. have not in any way helped in the development of indigenous
African management models and philosophies.
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6. CONCLUSION

The paper evaluated the extent of recognition and application of contingency
management approach in Nigeria through case study of some discretionally selected
organizations both in the public and private sectors. In spite of the absence of any indigenous
codified management philosophy, the managers of these organizations observed the concept
of paradigm shift and embraced contingency approach when situations demand it.

The absence of indigenous management philosophy has been associated with transfer
of foreign management knowledge and practices, based on the principle of universalization of
management, the inability of the educational institutions to design indigenously focused
management training curriculum, absence of home-grown literature on management that
would propagate Nigerian/African management, the inability of the corporate managers to
document their experiences for research and paucity of budgetary provisions for research
work in the field of management.

The evolution of Nigerian management philosophy would provide a veritable platform
cultural renaissance and a reinvention of the Nigerian management dexterity demonstrated in
our early civilizations. The public and private sector should step up efforts to make adequate
budgetary provisions for funding research works that bear on management activities to
support the development of indigenous Nigerian management philosophy

Universalization of management is fanciful, yet the practice of management cannot be
divorced from the tradition, habits and values of a people. Management curricular in the
Nigerian business schools, therefore, must be reviewed to take cognizance of the peculiarities
of our environment. This will require management research to develop and improve Nigerian
models of management and in the process achieve a blending of borrowed patterns of
management with traditional social structure.
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RESPONSE OF FOREIGN PRIVATE INVESTMENT TO PUBLIC DEBT
IN NIGERIA

Emenike Kalu O.
Rhema University, Department of Banking and Finance, Nigeria

Abstract: The study investigates the long-term relationship and dynamic short-term impact of
public debt on foreign private investment for a developing country — Nigeria during the period
1962 to 2012. The paper deploys cointegration model to examine long-term relationship
between the variables. The study also examines dynamic short-term impact and causality
between public debt and foreign private investment using the VECM and Granger causality
test. The study further examines the response paths of foreign private investment variable due
to public debts shocks using variance decomposition. The results confirm absence of long-
term relationship between public debt and foreign private investment in Nigeria. The results
also show that external debt has negative impact on foreign private investment in the short-
term. Finally, the results show that there is no causality between foreign private investment
and public debt. The major economic implication of these findings is for debt management
authorities to be conscious of growing external debts as it discourages foreign private
investments into Nigeria.

Keywords: Public debt, foreign private investment, cointegration, developing economy
1. INTRODUCTION

It is not contentious that majority of the developing countries have, in recent times,
intensified efforts in attracting foreign private investments to their economies. Foreign private
investment®®, generally, plays an important role in driving growth through increase in
productivity levels (Borenstein & Lee, 1998). It brings technology, creates employment and
enhances productivity by bringing competition in the economy. It also brings improvements
in the quality of labour and capital inputs in the host economy. Ayyoub, Chaudhry & Yaqub
(2012) explain that most underdeveloped economies depend heavily on external resources to
make their nations developed and prosperous. However, excessive public debt retards foreign
private investment (lyoha, 1999).

Existing empirical studies have shown that governments in developing economies,
where budget deficit and financial gaps exist between savings and investment, use debt as an

39 EPI is an investment made by a private individual or a private entity in a foreign country. This type of
investment differs from other investments made by a foreign public or governmental entity in another country in
that it is made by an individual or a private entity.
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imperative tool to finance its expenditures. According to Sheikh, Faridi & Tariq (2010) there
are three major reasons for public domestic debt. First, it is used to finance budget deficit.
Second, it is used to implement monetary policy through open market operations. Third, there
is need to develop and deepen the financial markets by the instruments of domestic debt.
Alam & Taib (2012) observe that financing through debt is an important tool for the
government that plays a vital role towards economic development as it accelerates the pace of
development of infrastructure of the country. But if the proceeds of public debt are not
prudently invested, it would not only result in debt overhang but would also retard economic
growth and development.

Debt overhang refers to a situation where a government or an organization has
existing debt so great that it cannot easily borrow more money, even when that new
borrowing is actually a good investment that would more than pay for itself. Under this
situation, the government contracts new debt in order to service old debt thus accumulate debt
in place of accumulating of infrastructural facilities and capital stock that would provide
sustainable environment for private investments to thrive. The increase in level of debt
increases debt servicing obligation, generates resource allocation problem in the national
budget and generates temptation for shifting of resources from development to debt servicing
sector. Consequently, the citizens face their welfare loss in terms of decrease in economic
activities in the country (Alam & Taib, 2012).

Importantly, excessive public debt may discourage investment. Akujuobi (2012) for
instance, observes that it is a problem to borrow heavily from internal and external sources to
fund different sectors of Nigerian economy with doubtful corresponding gains. Such
unsustainable public debt is a potential threat to investment in physical capital and foreign
investment. When external debt reaches a high level, investors lower their expectations on
investment returns with the possibility of progressively more distorted taxes by the
government for debt repayment. In this way, high debt discourages domestic and foreign
investment incentive and also slows down physical capital accumulation. In the same vein,
lyoha (1999) argues that inefficient allocation of resources and political corruption in Sub-
Saharan Africa has resulted in large stock of external debt and debt service payment which
attributes to negative effect on investment. Any reduction in current public debt stock and
resulting reduction in debt service should promote current investment for any given level of
future indebtedness. Part of the resources that would have gone into debt service will
therefore be channeled towards productive investment thereby reduce crowding-out of
domestic investment and enhance confidence of foreign private investors’ confidence in the
domestic economy.

A good number of research efforts have been concentrated on public debt. But
majority of these earlier empirical studies were conducted to investigate the impact of public
debt on economic growth and development (see for example, Ihimodu, 1985; Anyanwu,
1994; Udoka & Anyingang, 2010; Emmanuel, 2012; Akujuobi, 2012; Erhieyovwe &
Onovwoakpoma, 2013). Empirical study on the relationship between public debt and foreign
private investment, in the Nigerian case, is scant, despite the importance of foreign investment
in attracting scarce technology, creating employment and enhancing productivity. This paper
contributes to fill this research gap by investigating the response of foreign private investment
to public debt in Nigeria. Empirical evidence of this relationship has important implications
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for foreign investment, formulation of public debt policies and development of the financial
market in Nigeria. It will, for instance, reveal the magnitude and nature of impact which
public debt exert on foreign investment, thereby guide the government borrowing policies,
and foreign investors in making direct investment decisions. It will also provide enrich the
existing literature on public debt and foreign investment in developing economies and provide
reference on the relationship for future studies. The remainder of the paper is organised as
follows. Section 2 presents theoretical framework and brief review of literature. Section 3
provides methodology and data. Section 4 presents empirical results and discussions, and
section 5 provides the conclusions.

2. THEORETICAL FRAMEWORK AND BRIEF REVIEW OF RELATED
LITERATURE

2.1. THEORETICAL FRAMEWORK: DEBT OVERHANG AND INVESTMENT

The theoretical framework adopted for analysis of the response of foreign private
investment to public debt is the debt overhang theory. Debt overhang, according to Krugman
(1988), is a situation when the contractual value of debt is less than the expected repayment
on external debt. The theory debt overhang focuses on the adverse effects of external debt on
investment in physical capital. First, when external debt reaches a high level, investors lower
their expectations on investment returns with the possibility of progressively more distorted
taxes by the government for debt repayment. In this way, high debt discourages domestic and
foreign investment incentive and also slows down physical capital accumulation. With the
debt-overhang theory, potential private investors prefer to wait for the change of
circumstances. Moreover, the investment is more likely to be directed into channels with
quick returns rather than into long-run beneficial ones. Thus debt-overhang hinders
productivity growth both with low incentive for improvement and resource misallocation.

2.2. BRIEF REVIEW OF RELATED LITERATURE

Numerous empirical studies have examined the relationship between external public
debt and foreign private investment in both developed and developing economies. The results
of some of these empirical studies are mixed. Borensztein (1990) found that debt overhang
had an adverse effect on private investment in Philippines. The effect was strongest when
private debt rather than total debt was used as a measure of debt overhang. In a later study,
Borenstein & Lee (1998) show that foreign private investment has significant effect on the
host country, for example, a one percent point rise in the ratio of foreign direct investment and
gross domestic product increase the rate of per capita income growth of the Less Develop
Countries (LDCs) by 0.3 percent to 0.8 percent.

Cohen (1993) expressed the relationship between the face value of debt and
investment as a kind of Laffer curve such that foreign borrowing has a positive impact on
investment and growth up to a certain level; beyond this level, however, its impact is adverse.
Similarly, Aremu (1997) conducts a research on foreign private investment in Nigeria, its
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determinants, performance and promotion; he find that foreign private investment has a
positive effect on economic development in the LDCs. He further submitted that foreign
private investment accelerates the pace of economic growth of the LDCs up to a point where a
satisfactory rate of growth can be achieved on a self-sustaining basis.

Ajisafe et al. (2006) investigates the causal relationship between external debt and
foreign private investment in Nigeria between 1970 and 2003. Result of the cointegration test
shows, among other, that the external debt and foreign private investment are not related in
the long run.

Agada & Okpe (2002) examine the determinants of risks on foreign investment in
Nigeria from 1980 to 2000. Their results show that inflation rate, exchange rate, and political
and administrative risk inhibit foreign investment in Nigeria. Ayashagba & Abachi (2002)
investigate the effect of foreign private investment on economic growth in Nigeria from 1980
to 1997. Their results show that foreign private investment had significant impact on
economic growth and with the tendency of reducing poverty in Nigeria. They therefore
conclude that though foreign private investment has a significant impact on Less
Development Countries (LDCs) but its presence does not reflect on the growth of these
economies. In the same vein, Okpe & Abu (2005) and Olayem (2014) reveal that foreign
private investment has not significantly contributed to poverty alleviation in Nigeria.

In an earlier study, lyoha (1999) argued that Sub-Saharan Africa is faced with large
stock of external debt and debt service payment which attributes to negative effect on
investment. This stems from inefficient allocation of resource and political corruption which
dwindles most economies of Sub-Saharan Africa. This suggests that insignificant impact of
foreign private investment and poverty reduction and growth may be as a result of borrowing
in excess of the sustainable level as well as inability to channel borrowings in sustainable
projects.

The literature on the relationship between public debt and foreign private investment
in both developed and developing economies is growing. Many of the studies agree that
public debt has a positive impact on investment and growth up to a certain level, after which
its impact become negative. Other studies show that foreign private investment is not bad but
inefficient allocation of resource and political corruption tend to misdirect the funds that
supposed to be used to enhance the adoption of non-existing technology and bring
improvements in the quality of labour and capital inputs in the host economy.

3.DATA AND METHODOLOGY

3.1. DATA

The data used in this study are annual series of the foreign private investment (FPI)
and public debt, which is decomposed into domestic debt (DD) and external debt (ED). The
sample spans from 1962 to 2012, which yields a total of 51 observations for each of the
variables. The series were converted to growth rates at time t, proxied by the difference
change in the individual series as follows:

Ct = (St /St{l}_l) (@)
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Where, C; represents the growth rates for individual series under study in year ; and S;
is a vector of the annual series of the variables (i.e., FPI, DD, and Ed).

3.2. METHODOLOGY

The concept of cointegration, developed by Granger (1981) and Engle & Granger
(1987), is based on the principle that even though two nonstationary time series may,
individually, not be stationary but there exists a linear combination of them that is a stationary
stochastic process. For cointegration to exist, the nonstationary time series, under study, have
to be stationary after the same number of differencing. This implies that they should be
integrated of the same order. The augmented Dickey-Fuller (ADF) unit root test following
Dickey & Fuller (1979) and Kwiatkowski, Phillips, Schmidt & Shin (1992) stationarity test
are adopted to investigate the order of integration and stationarity of the foreign private
investment and public debt series. The cointegrating regression model, adopted to examine
the nature of long-run relationship between foreign private investment and public debt in
Nigeria, is specified thus:

FPI, =&, +8,ED +8,DD + s )

Where FPI is the dependent variable and is the observations of yearly foreign private
investment in Nigeria at time t, ED; is the annual observations of the external debt at time t,
DD is the yearly observations of domestic debt at time t, 5; and J, are the coefficients of
external and domestic debts respectively and show their impact on foreign private investment.
L is the stochastic error term at time t. The residuals from the cointegrating regression are
stored and used as the variable for conducting the Engle-Granger test of cointegration. The
apriori expectation, based on the debt overhang theory, is that public debt will have a
significantly negative impact on foreign private investment.

The test for long-run relationship and hence cointegration between foreign private
investment and public debt is accomplished using the Engle-Granger (EG) residual-based test
(Nnachi, 2008). The EG residual-based test involves applying the saved residuals in an
auxiliary regression of the form:

A/ut = Wt—l + & (3)

Where, Ay are the estimated first differenced residual, pq; are the estimated lagged
residuals, ¢ is the parameter of interest representing slope of the line, €;are errors obtained in
fitting both differenced residuals. EG residual-based test involves testing the null hypothesis
of no cointegration between a set of variables. Rejecting the null hypothesis of a unit root is
evidence in favour of cointegration (Engle & Granger, 1987; Lee, 1993).

3.3. VECTOR ERROR CORRECTION MODEL SPECIFICATION

If evidence of cointegration is observed between foreign private investment and public
debts, it would imply that there exists a long-term equilibrium relationship between them, so
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vector error correction model would be estimated to evaluate the short run properties of the
cointegrated series. VECM leads to better understanding of the short-term interaction between
different stationary series. It describes a system in which each variable is a function of its own
lag, and the lag of the other variable in the system. In case of no cointegration, VECM would
no longer be required and we directly proceed to estimate variance decomposition and
Granger causality tests to establish the dynamic interaction and causal links between
variables. The VECM for foreign private investment and public debts, decomposed into
external and domestic debts, may be specified in this way:

CFPl, =, +a,&, , + _Z‘,llﬁ'FF’lt_j + lezEDt_j + _ZlfDDt_j + 1y (4)
j= j= j=

CED, =a, + &, + _Zla:PIt_j + _leEDt_j + _ZlgDDt_j + Uy, (5)
j= j= j=

CDD, = a; +aqé . + .21¢Fplt—j + ZlﬂEDt-j + .Zl‘//DDt—j T Ha (6)
j= j= j=

Where, C denotes the first difference operator, y and § measure the short-term effects
of public debt on foreign private investment, & measures the short-term effect of foreign

private investment on external debt, s, 1, and g, are white-noise residuals and, «,, «,

and a, are the error correction parameters. The error correction coefficients are expected to

be significantly negative for the series to converge to long-run equilibrium. Negative and
statistically significant ECM coefficient is regarded as a convincing evidence and
confirmation for the existence of cointegration (Engle & Granger, 1987). Large values of the
error correction parameter will indicate faster adjustment to long-run equilibrium given
shocks to the system.

3.4. VARIANCE DECOMPOSITION

Variance decomposition would be applied to examine the dynamic interaction
between foreign private investment, external debt and domestic debt in the short-term.
Variance decomposition is an innovation accounting technique that can be used to obtain
information concerning the interaction among variables (Lutkepohl & Reimers (1992) in
Enders, 2004: 338). It allows for tracing the time path of the impact of a shock in one variable
on all the variables included in the VAR model.

3.5. GRANGER CAUSALITY TEST RESULTS

Granger causality tests are applied to examine causal links between variables. Here the
tests are applied to investigate the direction of causal relationship (if any) between foreign
private investment and public debts in Nigeria. A general specification of the Granger
causality test in a bivariate (X, Y) context can be specified as follows:
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Y, =0+1Y, , .Y +1X 4+ X+ (7)
Xe=0+1IX, ;4 odX |+ +ondY 8

Where, the subscripts t and t-1 denote time periods and p is a white noise error. The
constant parameter O represents the constant growth rate of Y in the equation (7) and X in the
equation (8). Granger (1969) shows that X Granger-causes Y if Y can be forecast better using
past Y and past X than just past Y. Sample f-test is applied to examine causality in the
variables. A significant f-statistic implies that lagged changes in a variable Y Granger cause
changes in variable X. Unidirectional causality will occur between two variables if either null
hypothesis of equation (7) or (8) is rejected. Bidirectional causality exists if both null
hypotheses are rejected and no causality exists if neither null hypothesis of equation (7) nor
(8) is rejected (Duasa, 2007).

4.EMPIRICAL RESULTS AND DISCUSSIONS

4.1. DESCRIPTIVE STATISTICS

Figure 1, shows time series plots of annual level and growth series of the FPI and ED
from 1962 to 2012. The level of FPI shows upward trend from N441.2 million in 1962 to
N397395.20 in 2007. While FPI started moving northward from 1991, ED ‘skyrocketed’ in
the second quarter of 1999 before falling in 2006 following Paris Club debt relief. Another
key feature of Figure 1 is that ED is, again, moving northward. Notice also that the level
series appear non-stationary as they show trend movement, whereas the growth series appear
stationary.

The Level and Growth Series of Foreign Private Investment, Domestic and External Debts
1962 to 2012

ept o0 =)

[ VAN | BRYE

Figure 1

Table 1 shows descriptive statistics for the level series and growth series of the FPI
and ED. The average FPI and ED are N103665 and N641639, respectively for the 1962-2012
periods. The annual average change series for FPI, DD and ED are 14%, 22% and 19%
respectively, for the period under study. This suggests that, on average, domestic debt is
growing at higher rates than foreign private investment. But external debt has higher standard
deviation (55%) than the other variables. Again, the skewness coefficients of the growth in
FPI and Ed are significantly positively skewed but DD is not skewed. The excess kurtosis
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coefficients, which measure the fatness of the tails of the distribution, are high for both FPI
(16) and ED (8). The excess kurtosis of a normal distribution is 0, indicating that the
normality assumptions for FPI and ED are doubtful but not for DD. Finally, the Jarque-Bera
test for normality of growth distribution yields high statistics for FPI and ED, thus rejecting
the null hypotheses of normally distributed growth rates at conventional confidence levels FPI
and ED but DD appears to be normally distributed.

Table 1. Descriptive Statistics

Mean S.D Skew Kurt JBStat | Mean S.D Skew Kurt JB
Stat
Level Series Growth Series

FPI 103665 1598 1.695 1.998 32.93 |0.143 0.19 3.461 16.5 668.1
13 (0.00) (0.00) (0.00) (0.00) (0.00)  (0.00)

ED 641639 1198 2.436 5.107 105.9 |0.191 0.55 0.705 8.225 1451
743 (0.00) (0.00) (0.00) (0.00) (0.00)  (0.00)

DD 750241 1449 2.627 6.886 159.4 |0.225 0.18 -0.273 0.272 0.778
744 (0.00) (0.00) (0.00) (0.44) (0.71) (0.67)

Note: P-values are displayed as (.). SD is the standard deviation, Skew is the skewness, Kurt is the excess
kurtosis and JB stat is the Jarque-Bera test for normality. The Skew, Kurt and JB tests are conducted under null
hypothesis of no skewness, no excess kurtosis and normal distribution at 95% confidence levels.

4.2. RESULTS OF TESTS FOR STATIONARITY

Table 2 presents the results of the Augmented Dickey-Fuller (ADF) unit root test and
Kwiatowski, Phillips, Schmidt, and Shin (KPSS) stationarity test for the level series and
growth series of FPI, DD and Ed. Unit root test is particularly important to ensure that the
series are stationary, as estimate obtained from nonstationary series are not reliable. It is
visible from Table 2 that the level of all the series contain unit root at conventional confidence
level. However, in the case of the growth series, the statistics reject the null hypothesis of a
unit root at the 1% significance level, implying that the growth series are stationary for all the
series. The results of the KPSS tests, on the other hand, show that the level series are non-
stationary, whereas, their growth rates are stationary.

Table 2. Unit Root and Stationarity Tests Results

Level Growth

ADF critical value 5% computed value | critical value 5% computed value
FPI -2.919 -0.1305 -2.920 -5.913**

ED -2.919 -1.1356 -2.920 -6.885**

DD -2.919 -1.3152 -2.920 -5.928**

KPSS critical value 5% computed value | critical value 5% computed value
FPI 0.463 1.108** 0.463 0.077

ED 0.463 1.043** 0.463 0.191

DD 0.463 1.122** 0.463 0.181

Note: FPI is foreign private investment and Ed is external debt. ADF lag length is selected using Bayesian information criterion (BIC). **, *
indicates significant at 99% and 95% confidence level respectively.
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4.3. Cointegration Test Results

4.3.1. Result of tests for long-run relationship

This section presents the results of the cointegrating regression and E-G residual-based
tests specified in equation 2 and 3. As shown in Table 3, the coefficient of the external debt is
negative but not significant. The results of the residual-based test, as shown in Panel B of
Table 3, reveal that there is no cointegration (i.e. long-run relationship) between foreign
private investment and public debt in Nigeria. The computed tau (¢) statistic (-2.17) is higher
than the 5% critical tau () value (-2.91) and so this falls within the acceptance region of the
test. Since the computed r value is higher than the conventional critical tau values, we accept
the null hypothesis of no cointegration at the 5% level of significance. This result agrees with
the finding of Ajisafe et al. (2006), who document evidence of no long-term relationship
between foreign private investment and external debt in Nigeria.

Table 3. Engle-Granger Cointegration Test

Variable Coefficient T-Stat Significance Level
Constant 2.490 11.523 0.000

ED -0.053 -0.964 0.339

DD 0.730 11.626 0.000

Panel B: E-G Residual-based Test

Variables Critical Value 5% Computed Statistic
Lt -2.919 -2.171

Note: x4 is the residual from the cointegrating regression expressed in equation (1). d is the cointegrating
regression Durbin-Watson and its 5% critical value. ** and * indicate significance at 1% and 5% levels.

4.3.2. Results of Error Correction Model

Table 4 presents the results of the error correction models (ECM) specified in
equations 4, 5 and 6 estimated to examine the response of foreign private investment to public
debt in Nigeria. Observe from Table 4 that growth in external debt has negative and
significant short-term effects on growth in foreign private investment at the 1% significant
level; whereas growth in domestic debt is negative at all lags but not significant. Equations 4
and 5 show, on the other hand that, that external debt and domestic debt respond only to their
previous values. This evidence of significant negative impact of external debt on foreign
private investment suggests that growth in external debt discourages foreign private
investment in Nigeria. The results also provide support for debt overhang theory and the
findings of Borensztein (1990) and lyoha (1999). According the debt overhang theory, when
external debt reaches a high level, investors lower their expected return on investment
because of the increased possibility of government demanding more taxes in order to service
the higher debt. In this way, high debt discourages foreign investment incentive thereby slows
down physical capital accumulation. The Nigerian public debt, for example, was sustainable
up to mid 1970’s. From the late 1970’s, because of poor macroeconomic management and
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declining prices of crude oil, the country’s public debt, especially the external debt, began its
upward movement. Thus, from external debt of US$ 557.74 million in 1975, Nigeria debt
peaked at US $33.1 billion in 1990. In 2004, prior to the Paris Club debt relief, Nigeria’s
external debt stood at US$35.9 billion while the stock of the domestic debt amounted to
US$10.3 billion resulting in a total public debt of about US$46.2 billion or 64.3% of GDP.
Such a large amount of external debt, with its attendant negative press reportage, may explain
the negative impact of external debt on foreign private investment in Nigeria.

The results of VECM presented in Table 4 also provide support for the evidence of no
cointegration provided by the cointegrating regression above. The VECM coefficients of

equation 4, 5, and 6 («, ,a.anda,) do not display the expected signs — that is negative and

statistically significant coefficients. This suggests that foreign private investment and public
debt does not follow the same growth path in long-term.

Table 4. Vector Error Correction Model Estimates

Equation 4 Equation 5 Equation 6
Variables Coefficients Coefficients Coefficients
D CFPI{1} 0.1423 [0.532] 0.1005 [0.901] 0.1533 [0.584]
D _CFPI{2} 0.3344 [0.098] 0.0079 [0.991] 0.1471 [0.548]
D CFPI{3} 0.1723[0.262] 0.0505 [0.926] -0.067 [0.718]
D _CED{1} -0.039 [0.396] -0.783 [0.000]* 0.0064 [0.910]
D_CED{2} -0.102 [0.063]*** -0.522 [0.010]* 0.0317 [0.635]
D CED{3} -0.096 [0.039]** -0.260 [0.117] 0.0151 [0.788]
D _CDD{1} -0.009 [0.947] 0.3066 [0.553] -0.561 [0.003]*
D_CDD{2} -0.060 [0.683] 0.1526 [0.774] -0.426 [0.024]**
D_CDD{3} 0.160 [0.251] 0.4770 [0.340] -0.204 [0.237]
EC1{1} 1.0210 [0.000] 0.3075 [0.748] 0.2674 [0.420]
Durbin-Watson 1.884 2.084 2.086

Note: *, ** *** indicate significance at the 1%, 5% and 10% levels respectively. [.] is the p-value.

4.4. VARIANCE DECOMPOSITION

Notice from step 1 in table 6 that 100% of the variance of the one-step forecast error is
due to innovation in change in foreign private investment itself, whereas 1.39% change in
external debt is due to change in foreign private investment. But at longer lags, innovations in
changes in external debt have significant effects on foreign private investment. In the same
vein, domestic debts significantly impact foreign private investment from lag four. Again,
while domestic debt has increasing effect on external debt, the former has decreasing effect on
the latter.
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Table 5. Variance Decomposition

Panel A: Decomposition of Variance for Series CFPI

Step Std Error CFPI CED CDD
1 0.1699 100.000 0.000 0.000
2 0.1726 98.246 0.615 1.139
3 0.1810 93.201 5.761 1.039
4 0.1889 86.512 6.642 6.846
5 0.1959 83.587 9.935 6.478
6 0.1971 83.393 9.890 6.717
7 0.1990 83.115 10.152 6.733
8 0.1996 82.659 10.209 7.132
9 0.1999 82.365 10.393 7.242
10 0.2001 82.252 10.382 7.366
11 0.2006 81.874 10.335 7.790
12 0.2010 81.611 10.371 8.017
Panel B: Decomposition of VVariance for Series CED
Step Std Error CFPI CED CDD
1 0.6089 0.129 99.871 0.000
2 0.6265 0.577 98.198 1.225
3 0.6565 0.930 97.921 1.150
4 0.7051 1.013 96.165 2.822
5 0.7740 1.483 96.148 2.368
6 0.8041 1.507 96.069 2.425
7 0.8405 1.785 95.675 2.540
8 0.8787 1.712 95.757 2.531
9 0.9152 1.795 95.782 2.423
10 0.9466 1.828 95.784 2.388
11 0.9776 1.871 95.679 2.451
12 1.0103 1.903 95.691 2.406
Panel C: Decomposition of Variance for Series CDD
Step Std Error CFPI CED CDD
1 0.2095 0.097 3.171 96.733
2 0.2317 1.037 2.773 96.190
3 0.2430 1.369 2.655 95.976
4 0.2659 5.239 2.256 92.505
5 0.2881 5.215 2.018 92.767
6 0.3067 5.521 1.796 92.683
7 0.3189 5.697 1.695 92.608
8 0.3351 5.622 1.654 92.724
9 0.3503 5.644 1.528 92.828
10 0.3641 5.593 1.420 92.987
11 0.3770 5.729 1.329 92.942
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|12  0.3902 [ 5.779 [ 1.260 | 92.961

Note: CFPI, CED, and CDD are the growth rates of foreign private investment, external debt and domestic debt
respectively.

4.5. GRANGER CAUSALITY TEST RESULTS

Table 7 displays the results Granger causality test at lags 1 to 3 with Durbin-Watson
statistic to account for first order autocorrelation in the residuals. It is glaring that there is no
causality between foreign private investment and external debt or otherwise. There is also no
causality between foreign private investment and domestic debt at the conventional
significance level.

Table 6. Granger Causality Tests

Direction df. Coefficient f-statistic D-W

CFPI — CED F(3,40) 0.9843 0.4098 2.0746
CFPI — CDD F(3,40) 0.6213 0.6053 1.9766
CED — CFPI F(3,40) 0.0822 0.9693 2.0151

Note: D-W is the Durbin-Watson test statistic. — indicate the direction of causality. Lag length is 1 to 3.

5. CONCLUSIONS

The study investigates the long-term relationship and dynamic short-term impact of public
debt on foreign private investment for a developing country — Nigeria for the data span 1962
to 2012. The paper employs cointegration model to examine long-term relationship between
the variables, which has its advantage of application to level series. The results of the
cointegration model confirm absence of long-term relationship between public debt and
foreign private investment in Nigeria. The study also examines dynamic short-term impact
and causality between the variables using the VECM and Granger causality between public
debt and foreign private investment variables. The results of the VECM show that external
debt has negative and significant impact on foreign private investment in the short-term. The
results also show that there is no causality between foreign private investment and public
debt. The study further examines the response paths of foreign private investment variable
due to public debts shocks using variance decomposition. The estimates of variance
decomposition shows that, from longer lag 4, innovations in changes in public debts have
significant effects on foreign private investment. Also, while domestic debt has increasing
effect on external debt, the former has decreasing effect on the latter. The conclusion
therefore is that growth in external debt has negative impact on foreign private investment.
Hence, debt management authorities need to formulate proactive policies to control
unsustainable growth in external debt as it discourages foreign private investments from
flowing into Nigeria.
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EMPOYMENT AS A FACTOR OF WORK PRODUCTIVITY, COST
AND PROFIT IN TRADE

Vojteski-Klijenak Dragana, Sljivic Slavoljub, Pavlovic Milenko
Faculty of Business Economics and Entrepreneurship, Serbia

Abstract: Considering the nature of business, labor costs belong to the group of critical
factors of trade company business success or, on the other hand, they significantly influence
their business and financial performances. In order to optimize the effects of labor costs, more
attention needs to be dedicated to the improvement of human resources management
effectiveness, especially in the retail chains of countries with a developed trade economy, by
applying training programs for employees and modern technology. An increased appliance of
modern technology significantly influences the improvement of the efficiency of human
resources management in trade companies, as the managing instrument of their performances.
The comparative research used in this paper determines that, due to the influence of various
factors, the participation of labor costs in the total revenues from trade company sales, or
retail chains, is different in different countries. For example, labor costs are lower in Serbia
related to the EU member countries and Croatia, as a comparable country within the region.
Similar differences exist in the area of the total labor costs observed in certain countries.
Knowing of these reasons is an important assumption for an efficient management of labor
costs in trade companies, especially in the case of Serbia as the subject of a special analysis in
this paper. (JEL Classification: F65 L81 M40).

Keywords: labor costs per hour, unit labor costs, work productivity adjusted for earnings,
human resources management.

1.INTRODUCTION

It is well known that labor costs per work hour, unit labor costs, the number of

employees and labor costs per employee are significant factors of productivity and the
effectiveness of business activities in trade or the retail area (Sarantopoulos, 2013;
Gornostaeva, 2014).Within the structure of total costs (costs of sold goods and operational
costs), that is, the operational costs of trade, the participation of labor costs (employee wages)
IS very important, considering the nature of the business (work-intensive). Nevertheless, it is
different due to the influence of various factors in certain countries, trade types — wholesale,
retail, motor vehicles and car parts trade, trade companies, retail chains and retail stores.
The goal of the research in this paper is a complex exploring of the influences of labor costs
on the performances of retail chains in certain countries, primarily developed trade
economies, treated as a critical factor of business success. In the aim of a more complex
exploring of the topic, an empirical analysis of labor costs of certain relevant segments, with
a special reference to Serbia, was carried out.
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The subject of research in this paper is a complex analysis of factors which influence
labor costs management efficiency in trade companies, with a special reference to effective
human resources (hereinafter: HR) management and the appliance of modern technology. The
efficiency of labor cost management in trade companies in Serbia is emphasized.

The significance of the research in this paper is reflected in the systematically
analyzed empirical results of the research giving a dependable base for improving labor cost
management efficiency in trade companies, especially in Serbia — or in other words, this
should be its scientific and professional significance.

The literature (especially the articles) about labor costs management in trade
companies is very plentiful (Bryan, 2007; Ton, 2008 and 2009; Walker, 2008; Higon, 2010;
Lichtenstein, 2010; Lukic, 2011b; Lukic, 2012; Ili¢, 2012; Lovreta, 2013; Gauri, 2013; Lukic,
2013a, b and e; Lukic, 2014 a, b; Teng, 2014; Gornostaeva et al. 2014). There are also a
significant number of publications in the form of studies (Deloitte, 2009; Measuring up
Retail Benchmarking Survey, 2013; Productivity Commission 2011; Retail Market in China,
2013; and Analysis of cost base of Australian retail compared to the UK and US;
http://richardblundell.net/2012/01/high-cost-base-australian-retail(accesed  /9/1/2014  1:09
PM)). These topics are researched in literature from various angles in certain relevant
segments of trade company business activities, including work productivity. Understanding
this is significant for improving the efficiency of labor cost management in a specific trade
company, especially Serbian.

2. EMPLOYMENT IN THE EU TRADE SECTORS

Trade participates significantly in the total number of employees in the national
economy, a fact which is supported by empirical data about sectoral employment, including
trade (total and per type). For example, the total number of staff participating in the wholesale
and retail trade in the United Kingdom is 16.0% - 4.1% in wholesale and 10.2% in retail
(Rhodes, 2014). Observed per country, the participation of trade in the total number of staff in
a national economy differs. For example, the participation of retail trade in the total number of
staff within the national economy in 2012 was the following: Australia with 9.63%, Austria
with 6.60%, Belgium with 5.77%, Brazil with 7.17%, Bulgaria 10.48%, Canada 12.60%,
China 3.77%, the Czech Republic 7.24%, France 7.21%, Germany 5.71%, Hungary 6.86%,
Italy 8.83%, Japan 11.90%, Morocco 20.67%, Russia 3.47%, the UK 9.93%, and the USA
with 10.30% (World Retail Data and Statistics 2014, 8th edition, Euromonitor International
Ltd.; http://www.euromonitor.com/medialibrary/PDF/Book_WRDS 2014 toc.pdf). Thereby,
it ranges from 3.47% in Russia to 20.67% in Morocco.

The role and importance of trade in the European Union is quite large, considering the
number of companies, employees and creating additional value (Retail & Wholesale: Key
sectors for the European Economy, Understanding the role of retailing and wholesaling within
the European Union, April 2014, Institute of Retail Management, Said Business School,
University of Oxford). For example, in 2012 the trade (wholesale and retail; repair of motor
vehicles and motorcycles) participated in the total number of staff in the EU with 24.28% (the
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author’s calculation in accordance to A Recovery on The Horizon? Annual Report on

European SMEs 2012/2013, October, 2013, Final Report, European Commission).

The employment per the size of trade company is different. Table 1 shows employment in EU

trade sectors (EU-27) per company size for 2012.

Table 1. Employment in the EU trade sectors per company size, 2012

0-9 10-49 50-249 SMEs 250+ Total
N. 5,387,99 | 349,142 | 45,796 5,782,93 | 7,227 5,790,16
Employment | 11,2536 |6,771,05 |4,434,06 |22,458,7 |9,261,98 |31,720,7
Average size | 2.09 19.39 96.82 3.88 1281.54 |5.48
Additional 279,969 | 268,594 | 210,493 | 759,056 | 354,144 | 1,113,200
value
(million €)
Labor 24.88 39.67 47.47 33.80 38.24 35.09
productivity
(annual in €)

Source: A Recovery On The Horizon? Annual Report on European SMEs 2012/2013,
October, 2013, Final Report, European Commission.

The data in the given table leads to the conclusion that work productivity is at its
highest in medium size trade companies (50-249 employees).

3. ROLE AND IMPORTANCE OF TRADE IN SUSTAINABLE DEVELOPMENT
AND CREATING ADDITIONAL VALUE IN THE SERBIAN ECONOMY

Trade is, like in other countries, a very significant generator of the total Serbian
economic performances. In other words, the role and importance of trade in terms of
participation in the total number of companies, employees, or in the total traffic and additional
value per factor costs in the Serbian economy is quite large. The data given in the Table 2
supports this conclusion.
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Table 2. Role and importance of trade in sustainable development and creating additional
value in the Serbian economy, 2011 and 2012

Number of | Number of | Turnover, % | Additional value
business employed per factor costs,%
subjects, % persons, %
2011 2012 | 2011 2012 | 2011 | 2012 | 2011 2012
Economy | 100 101 | 100 100 | 100 100 | 100 100
of Serbia -
total
Wholesale, | 39.4 38.4 | 22.8 22.3 | 39.8 |40.7 [195 20.6
retail and
motor
vehicles
repair

Source: Republic of Serbia Statistic Annual 2013 and Annual data of structural statistics
2012, Republic of Serbia — Republic Institute for Statistics.

In 2012, trade participated in the total number of companies with 38.4%, employees
with 22.3%, traffic with 40.7% and the additional value per factor costs with 20. 6%. The
influence of trade on creating economic, social and sustainable values of the Serbian economy
is significant (considering the high participation). This is, generally speaking, the case in other
countries as well, considering the general characteristics of trade.

The structure of employment in trade in Serbia is, same as in the EU and other countries,
different by individual company sizes.

In Serbia, there is significantly larger employment in the wholesale than in the retail
sector. The reasons for this are, generally speaking, better business conditions in wholesale
than in retail.

In Serbian trade, according to the size of the companies, there is bigger employment
in micro companies (entrepreneurship — individual independent businesses), than in large
companies and retail chains (similar as in EU trade). In regards to individual sectors,
employment in motor vehicle sale and repair is the largest in micro companies (and smallest
in large companies; the bigger the company the smaller the employment). In wholesale,
employment is the largest in micro companies, and in retail in large companies. The general
conclusion is that, according to these criteria, the trade network in Serbia is still ‘shredded’,
with an expectation of enlargement in the future. It is, in a certain way, reflected on the total
costs, including the labor costs of trade companies in Serbia.

4. LABOR COSTS AS A COST COMPONENT IN TRADE

The structure of costs in trade is, in accordance with its character, specific in relation
to the other economic sectors. The two significant categories of costs in trade are the
following: the cost of sold goods and the operational costs. In the structure of operational
costs, the participation of labor costs is significant. Labor costs significantly participate in the

212



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

income of sold goods and trading costs, or in retail (especially operational). Their
participation in the total income of the sales of goods and costs is without doubt, different in
certain countries, trade companies, retail chains, retail shops and product category. This will
be shown in this paper by researching the given topic, based on specific original empirical
statistical data of trade in selected countries (primarily developed trade markets), retail chains
and product categories.

Table 3 shows the costs of employees in trade in the European Union per selected
countries with the largest participation in additional value.

Table 3- Costs of employees in trade of select EU member countries

Employee costs - total | Costs of employees per employee-
(in million Euros) average
(in thousands Euros per person)
2010 2010 2011
EU-27 704894 25.9 26.5 (EU-28)
Germany 151409.9 28.1 28.6
Spain 64197.3 26.6 27.1
France 122311.8 39.5 41.3
Italy 63770.4 32.1 32.6
United Kingdom 97333.1 22.1 22.3
Croatia 2512.6 11.2 11.0

Source: Eurostat, May 2013.

The total costs of employees in trade in the EU are, according to the data in the table,
the highest in Germany, and the lowest in Croatia. Staff costs per employee (average), in the
EU trade in 2011 were the highest in France, and the lowest in Croatia (with which Serbia is
compared to in the region).

Table 4 shows employee costs in trade per sector in the EU.

Table 4- Employee costs in trade per sector in the EU, 2010

Employee costs — total Employee costs per
(in million Euros) employee — average
(in thousand Euros)

Wholesale, retail and motor | 704,894 25,9

vehicles repair - total

Wholesale, retail and motor | 88,385 28,4

vehicles repair

Wholesale except motor | 324,556 36,0

vehicles trade

Retail except motor | 291,953 19,4

vehicles trade

Source: Eurostat, May 2013.
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Observed per sectors, the total costs of employee in the EU in trade, according to the
given data in the table, are the highest in wholesale. It is also the case with the average
employee costs. The situation is in accordance with the character of business activities of the
sectoral trade.

Labor costs are different but significant according to certain product categories —
food, non-food products. Thus, for example, in Western Europe, the personal costs of large
grocery retail chains are very significant, which shows the structure of the total operational
costs of the store (shown in percentage of sales): personal costs of the store 10%, other costs
3%, logistical costs 4%, general and other administrative costs 4%, and total operational costs
20% (Retail: Workforce efficiency — Improve jour service level and productivity while
reducing costs, 2011, White paper, Bearing Point, Management & Technology Consultants).
In retail, independently from product category, efficient HR management is necessary. The
key elements of an efficient labor force in stores are the following: 1) the flow of goods, 2)
measures of sales areas and routines, 3) schedule, and 4) managing system (Retail: Workforce
efficiency — Improve jour service level and productivity while reducing costs, 2011, White
paper, Bearing Point, Management & Technology Consultants).

Generally speaking, labor costs in Europe during the previous period have shown a
tendency of growth (in almost all countries) observed on a global level and in certain
economic sectors. The increase undoubtedly differs in certain countries. Thus, for example,
the increase of labor costs per hour in the service business economy (where trade belongs)
during the period 2008 — 2013 was the following: the EU 10%, the Czech Republic 11%,
Germany 12%, Spain 8.6%, France 10%, Croatia -11%, Italy 12%, Hungary -5%, the UK -
1% (author’s calculation based on: Labor costs per hour, 2008-2013, Eurostat, 2014). Croatia
and Hungary, based on the given data, recorded a decrease of labor costs per hour in the
service business economy compared to the other countries.

Unit labor costs for trade in Serbia are calculated by dividing the labor costs with trade
as a measure of performance (service size) in trade. In the observed period, they were
reduced, which means that the cost efficiency in Serbian trade had increased, and the increase
is lower than American trade. In other words, unit labor costs in Serbian trade were higher
than American trade.

5. EMPLOYEE COSTS AS DETERMINANTS OF PERFORMANCES IN SERBIAN
TRADE

Employee costs in trade in Serbia are very significant. In 2012 they participated in the
additional value of the Serbian economy with 56.1%, and in total trade (wholesale, retail,
repair) with 48.5%. The participation of labor costs in Serbian trade in 2012 was 4.67%
(author’s calculation based on: Annual structural statistical data 2012, Republic Institute for
Statistics, Republic of Serbia). Thereby, it was lower than in other countries mentioned.
Lower labor costs are a significant factor of attracting foreign retail chains in Serbia. In the
aim of achieving the targeted cost and profit performances, it is necessary to manage more
efficient total costs (including labor costs) as well as the profit by applying new business
models, the cost managing concept and modern technologies in Serbian trade.
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Table 5 shows the average costs of employees in Serbian trade for the period 2009 —
2012,

Table 5- Average costs of employees in trade in Serbia, 2009-2012
(in thousands RSD)

2009 2010 2011 2012
Serbian 679 729 794 862
economy - total
Wholesale, 597 637 671 729
retail and motor
vehicles repair

Source: Statistical Yearbook of the Republic of Serbia 2011, 2012 and 2013. Annual data of
structural statistics for 2012, Republic of Serbia — Republic Statistics Institute.

The average employee costs in trade are lower compared with the Serbian economy
and they are lower related to trade in EU countries and other countries. For example, costs of
employees in Serbian trade in 2010 (in millions) were 1230.8 EUR. The average costs of
employee (given in thousands per capita) in Serbian trade in 2011 were 6,390 EUR. They are
significantly lower, nearly twice in comparison with the costs of the employees in Croatian
trade. This is undoubtedly a positive reflection on attracting foreign retail chains to Serbia.
Dynamically speaking, the average employee costs in Serbian trade have shown a tendency of
growth from year to year. In 2012, they were higher by 22.11% in comparison with 2009.
This was reflected on the performances of trade companies in Serbia.

Table 6, in the aim of a more complex processing of the issue, gives the labor costs of select
retail chains in Serbia in 2013.

Table 6- Labor costs of selected retail chains in Serbia, 2013

Number Operating | Labor Participation | Net profit | Operating | Labor Net
of income costs - | of labor | (in 000 | income costs per | profit per
employees | (in 000 | total (in | costs in | RSD) per employee | employee
RSD) 000 operating employee | —average | (in 000
RSD) income, (in 000 | (in 000 | RSD)*
%* RSD)* RSD)*
Delhaize | 7413 76836096 | 5043557 | 6.56 4094120 | 10365 680.36 552
Serbia
Mercator- | 4701 63393962 | 3406468 | 5.37 518542 13485 724.62 110
S
IDEA 3949 55300760 | 2879145 | 5.20 (2237097) | 14003 729.08 (566)
Knez 520 37602982 | 327682 | 0.87 222120 72313 630.15 427
Petrol
oMV 42 31075305 | 195572 | 0.63 (545967) | 739888 4656.47 | (12999)
Srbija
Lukoil 176 30347465 | 399810 | 1.31 (3195070) | 172428 2271.64 | (18153)
Srbija

Note: Author’s calculation.
Source: Commercial Register Agency
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Based on the given data in the table, it is easy to conclude that labor costs (given in
percentage of operating income) are significantly higher at grocery retail chains than at fuel
retail chains. It is, for sure, a consequence of the nature of their operating. Furthermore, there
are significant differences between them. Thus, for example, total labor costs for the first
product category — food, are the highest in the Delhaize Serbia company, as well as the
average employee costs in IDEA. Similar differences exist regarding the total and average
employee costs between companies in the fuel market. Employee costs have significantly
influenced the performances of the given retail chains.

6. CONCLUSION

Based on the conducted research, this paper can conclude that there is a significant
participation of labor costs in sale revenues in trade companies. Considering this, they
significantly influence performance and are treated as a crucial factor of business success.
Participation of labor costs in income from the sale of retail chains is different in various
countries. Thus, the labor costs in Australian trade are bigger than those in the UK and the
USA. Also, labor costs in the trade of the EU and Russia are also higher than in the USA.

In addition, unit labor costs in USA trade are lower than in the EU although within the
EU itself, there are numerous differences in different countries. It is typical that unit labor
costs in the service sector of business economy (including trade) are lower in Germany in
comparison with all other European countries, which is, inter alia, a result of a more efficient
training of employees. In Serbia, unit labor costs of trade are higher compared with the USA,
and labor costs per employee in Serbian trade are lower than in the EU, which are significant
factors for attracting foreign retail chains to Serbia.

The number of employees and labor costs are significant indicators of trade company
performance in all countries. For example, according to research, there is in Serbia a high
correlation between the number of the employees and sale revenues, and between labor costs
and labor costs per employee and work productivity. The medium correlation is the negative
one between labor costs and profitability.

Numerous factors influence the effectiveness of labor costs management in retail
chains. Key are company size, HR management, work productivity, part-time employment,
improvement of relations with suppliers and buyers, new business models, and the appliance
of new concepts of costs management and modern technologies. With adequate control, labor
costs could be optimized as a critical factor of the business success of retail chains. This is
especially related with the retail chains, primarily Serbian ones.
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Abstract: The study examines the impact of the museum offers to the visitors satisfaction.
Visitors were surveyed on permanent display in the National Museum and the City Hall in
Leskovac. Model in the study of satisfaction of visitors used the following indicators: the
impact based on the museum setting and ambience, the impact of which is based on emotional
impact, and the impact of quality of service and quality of experience. Empirical analysis was
conducted on a sample of 304 respondents allows us to confirm that a complete museum
offers a great influence on the satisfaction of visitors to the museum. The survey results show
what visitors encountered and to what extent they are satisfied, and how their expectations are
met. Studies have shown that the criteria of the model can be used for the development and
improvement of the quality of the museum offer and thereby raising the level of satisfaction
of visitors to the museum.

Keywords: the satisfaction of visitors, the museum offers quality experience.

1. UVOD

Nacin na koji ljudi vide muzeje je, kao 1 svaki drugi proces pristrasnosti, razli¢ je od
jedne do druge osobe. Neko moze da vidi muzej kao mracno, hladno mesto gde su smesteni
stari predmeti samo za pokazivanje malom broju ljudi, drugi mogu da te predmete povezuju
sa uCenjem ili zabavom [1]. Kada turisti posetite arheolosko nalaziste, muze;j ili katedralu, oni
ne traze samo "proizvod" sam po sebi, nego 1 emocionalni (estetski), obrazovni i1 drustveni
identitet vrednosti u vezi sa tim [2]. Da bi muzejski posetilac bio zadovoljan potrebno je da
muzej ima dobru ponudu, nove 1 zanimljive dogadaje. Muzeji jesu mesta zastite, istrazivanja i
interpretacije, ali 1 mesta kreativnosti i razvoja Citave zajednice, mesta zadovoljstva i
uzivanja, edukativna mesta u kojima se posetiocu moraju obezbediti uslovi da se oseca
izvrsno i da zadovolji svoje potrebe i namere zbog kojih je i dosao u muzej [3,4,5].

Ova studija ukljucuje sve relevantne faktore koji se odnose na uticaj ponude muzeja
na zadovoljstvo posetilaca i moze doprineti uspostavljanju razvoja muzejske ponude i
analizirati  faktore relevantne za  zadovoljstvo posetilaca muzeja koriste¢i teorijska
istrazivanja koja se odnose na faktore koji su deo muzejske ponude a koji imaju uticaj na
zadovoljstvo posetilaca u muzeju.
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2.TEORIJSKA OSNOVA, HIPOTEZE 1 DEFINISANJE MODELA

2.1. PROCEDURA

Za ovo istrazivanje izabrane su dve postavke Narodnog muzeja u Leskovcu: Stalna
postavka 1 Gradska kuca u Leskovcu. Subjekti za upitnik su posetioci muzeja koji su slucajno
izabrani od onih koji su Zeleli da dobrovoljno ucestvuju i popune upitnik. Anketno
istrazivanje sprovedeno je od aprila do juna 2014. godine. Meren je uticaj slede¢ih grupa
varijabli na zadovoljstvo posetilaca: (1) postavka muzeja, (2) ambijent, (3) emocionalni efekti
(4) kvalitet usluga, i (5) kvalitet iskustva posetilaca muzeja.

2.2. AMBIJENT

Minimalna fluktacija sobne temperature u muzeju je (21°C + 3C), a relativna vlaznost
vazduha (55% =+ 5%). Sa druge strane posetioci i zaposleni zahtevaju odli¢nu toplotnu
udobnost, kvalitet vazduha, dobro osvetljenje i vizuelnu percepciju predmeta. Ambijent se
smatra kao drugi najvazniji atribut u odredivanju kvaliteta percepcije [6]. Studija [7] pruza
dokaze da poboljsanje ambijentalnh uslova, funkcionalnost, znaci, simboli i higijena mogu da
poboljSaju vrednosti kvaliteta usluga posetilaca. Ova studija ispituje vaznu ulogu usluga u
odnosu na uverenje posetilaca o kvalitetu usluga, uticaj na zadovoljstvo i dalje ponasanje
posetilaca (zelju da ostane). Muzejske prostorije treba da su osvetljene na optimalan nacin za
posetioce, njihovu vizuelnu percepciju izlozenth predmeta 1 njihovu vizuelnu udobnost 1
prostornu orijentaciju [8]. Od posebnog interesa za muzeje su reprodukcija boja,
trodimenzionalna percepcija predmeta i izbegavanje odsjaja. Svetlo usmereno ka ekranu
poznato je kao akcenat svetlo dok je svetlo u pozadini deo ambijentalnog osvetljenja [2]. Ove
¢injenice dovele su do definisanja sledec¢ih hipoteza:

H1a - Ambijent ima pozitivan uticaj na kvalitet usluga u muzeju.
H1b - Ambijent ima pozitivan uticaj na emocionalne efekte posetilaca muzeja.

2.3. POSTAVKA MUZEJA

Muzeji obi¢no imaju ograni¢en budzet za uspostavljanje izlozbe i kao rezultat toga
izlozbe se ne menjaju Cesto [9]. Stalna postavka treba biti "licna karta" muzeja koja ¢e publici
prezentovati sve njegove specifi¢nosti, njegove najznacajnije i najvrednije eksponate, remek-
dela po kojima je poznat i razli¢it od drugih institucija. Glavni cilj poboljSanja vizuelnog
kvaliteta izloZzbe je da omoguci posetiocima da obavljaju svoju delatnost udobno, opusteno.
Da bi se postigao ovaj cilj, neophodno je obezbediti osvetljenje koje ljudima omogucava
dobre vizuelne performanse i vizuelni komfor [10]. Svaki posetilac ¢e imati jedinstveno i
drugacije tumacenje i izlozba muzeja treba da bude predstavljena tako da posetioci
posmatranjem nekog eksponata mogu da shvate njegovu znacajnost [4]. Stoga, doslo je do
definisanja slede¢ih hipoteza:

H2a - Postavka muzeja ima pozitivan uticaj na emocionalne efekte posetilaca muzeja.
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H2b - Postavka muzeja ima pozitivan uticaj na kvalitet iskustva posetilaca muzeja.
2.4. KVALITET USLUGA

Studija autora Pachucki [11] predstavlja klasifikaciju kvaliteta u muzeju. Rad [1]
opisuje potrebe i1 funkcije muzeja koje takva institucija ima u drustvu i potvrduje ih, nudeéi
scenario u kojem elitisticki pristup umetnosti muzeja i slobodno orijentisan pristup mogu da
koegzistiraju. Brojne istrazivacke studije o kvalitetu usluga [12,13] su otkrile da usluga ima
vaznu ulogu na emocije, zadovoljstvo, i ponasanje pojedinca. Rezultati studije [2] su pokazali
da kvalitet usluga organizatora izlozbe ima pozitivan uticaj na opsSte zadovoljstvo prisutnih.
Posto posetioci formiraju ukupnu percepciju prema kvalitetu usluga i prema opStem
zadovoljstvu, to ¢e veoma verovatno da utice na buduce namere i ponasanje. Za muzej,
efikasnost komuniciranja je sustinski vazano prenosenje informacija i angazovanje posetilaca
vise je nego tradicionalna, tekstualna i vizuelna metoda. Muzeji su institucije od velikog
znacaja za razvoji inovacije zbog informacija koje mogu da obezbede javnosti, pa je edukacija
njihov glavni cilj [1]. Na osnovu navedenih razmatranja, mogu se definisati sledece hipoteze:

H3a - Kvalitet usluga muzeja ima pozitivan uticaj na emocionalne efekte posetilaca muzeja.
H3b - Kvalitet usluga muzeja ima pozitivan uticaj na kvalitet iskustva posetilaca muzeja.

2.5. EMOCIONALNI EFEKTI

Autori Hosany i Prayag [14] objasnjavaju turisti¢ke i emocionalne reakcije i istrazuju
odnose izmedu turista i njihove procene zadovoljstva 1 namere da preporuce drugima da
posete odredjenu destinaciju. Emocije se sastoje od dve nezavisne dimenzije: zadovoljstva i
uzbudenja. Zadovoljstvo se odnosi na nivo na kome se osoba oseca dobro, sre¢na je, dok se
uzbudenje odnosi na mere zaSto se ¢ovek oseca stimulisano i aktivno [15]. Studija Prayaga i
njegovih kolega [16] empirijski testira model, povezuje emotivna iskustva turista,
zadovoljstvo 1 ponaSanje. Model predlaze da zadovoljstvo posreduje u odnosu izmedu
emocionalnog iskustva turista i ponaSanja jer emocije imaju vaznu funkciju u definisanju
iskustva. Mnogi istraziva¢i su prepoznali da je muzej vazna institucija za druStvo, nacin
uéenja, sticanja znanja i iskustva [17, 18]. Ako je nivo sveukupnog zadovoljstva posetilaca
visoka, osoba ¢e verovatno Siriti pozitivne re¢i — od do usta porodici ili prijateljima, a moze
ga posetiti ponovo u buducnosti [19, 12]. Dozivljaj kvaliteta je direktna odrednica
zadovoljstva, kao i emocije i postoji znacajna veza izmedu kvaliteta i emocija [15]. Ove
¢injenice omogucavaju definisanje sledece hipoteze:

H4 - Emocionalni efekti imaju pozitivan uticaj na kvalitet iskustva posetilaca muzeja.

2.6. KVALITET ISKUSTVA

Percepcija kvaliteta se definiSe kao potrosacev li¢ni sud o celokupnom kvalitetu ili
izvrsnosti nekog proizvoda ili usluge [20]. Muzeji se danas suocavaju sa brojnim izazovima i
trenutno traze nacine da privuku i zadrze publiku i angazovanje u javnosti [21]. Muzej nije
skladiSte proSlosti, ve¢ most u buduénost, omogucavaju¢i nam na kratko budu¢nost koja
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prevazilazi naSe sadasnje koncepcije sveta. Dakle, pre nego Sto je skladiste proslosti, moze se
spekulisati o tome da li je pravi potencijal muzeja u stvari, da rade kao "tehnologija maste"
[22]. Muzej je posebna institucija u kojoj se moze putovati po istoriji, ili po razli¢itim
kulturama i ima ekskluzivno mesto u obrazovanju. Studija autora Sheng i Chen [23] se
fokusira na kvalitet iskustva i istrazuje iskustvo posetilaca i naslede turizma, odnose izmedu
kvaliteta tih iskustava procenom vrednosti, zadovoljstva i ponaSanja. Postoji potreba i
obaveza da zaposleni u muzeju shvate zahteve posetilaca i na taj nacin se prilagode njihovim
ocekivanjima. Prilikom posete muzeja, posetioci uglavnom ocekuju da iskuse lakocu i zabavu
[2]. Studija autora Vajcnerova i njegovih kolega [24] bavi se utvrdivanjem najvaznijih faktora
koji imaju najveci uticaj na ukupno zadovoljstvo posetilaca. Kvalitet iskustva od klju¢nog je
znacaja za zadovoljstvo posetilaca muzeja, Sto omogucava definisanje sledeée hipoteze:

H5 - Kvalitet iskustva posetilaca ima pozitivan uticaj na zadovoljstvo posetilaca muzeja.

Na osnovu teorijskih razmatranja osnovnih kriterijuma koji uticu na zadovoljstvo posetilaca
muzeja, moguce je definisati teorijski hipoteticki model o uticaju muzejske ponude na
zadovoljstvo posetilaca (slika 1).

Postavka
muzeja

H2b(+)

H2a(+)

H3b(+)

Hila(+)

Kvalitet
usluge

Ambijent
muzeja

Kvalitet
iskustva

Zadovoljstvo
posetilaca

Emocionalni
efekti

Slika 1. Konceptualni model uticaja ponude muzeja na zadovoljstvo posetilaca u Narodnom
muzeju u Leskovcu

3. METODOLOGIJA ISTRAZIVANJA

Za istrazivanje, ¢iji su rezultati predstavljeni u ovom radu, korS¢en je upitnik iz
literature. Istrazivanje je obavljeno tako Sto je upitnik popunjen od strane 304 slucajno
izabranih posetilaca u Stalnoj postavci Narodnog muzeja, kao i u Gradskoj ku¢i u Leskovcu.
Ukupan broj pitanja u istrazivanju iznosio je 24, podeljenih u 6 grupa. Nakon obilaska
muzeja, posetioci su bili zamoljeni da popune upitnik. Od ukupno 320 ponudenih upitnika,
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broj posetilaca koji su popunili upitnik iznosi 304. Za merenje odgovora na postavljena
pitanja u upitniku kori$¢ena je petostepena Likert-ova skala. Demografske karakteristike
uzorka prikazane su u tabeli 1.

Tabela 1. Demografske karakteristike uzorka

Struktura uzorka

Demografske Ukesé

varijable Kategorija Broj c?s/?;
Muski 166
Pol Zenski 138 24.6
Radnik 79 454
Ostalo 60

Ekonomista 34 26.0
19.7
Professor 34 112

Student 34 '
. . 11.2
InZenjer 21 112
Zanimanje Pravnik 18 6.9
Lekar 12 5'9
MenadZer 12 39
4.0
16-25 godina 63 20.7
Starosna 26-35godina 80 26.3
struktura 36-45 godina 75 24.7
ispitanika 46-55 godina 47 15.5
Preko 55 godina 39 12.8
Osnovna ili srednja skola 108 355

Struéna Visa skola 40 '
. . 13.2
sprema Visoka stru¢na sprema 109 35.8

Magistratura ili master 40 '
13.2
Doktorat 7 23

4. REZULTATI I DISKUSIJA

Validacija teorijskog modela definisanog na slici 1 je sprovedena pomocu softverskog
paketa SPSS st. 18 1 LISREL V. 16. Za empirijsku validaciju hipotetickog modela u ovom
radu koriS¢ena je SEM (Structural Equation Modeling) metodologija. U statistickoj analizi
validacije definisanja modela, prvo je jedanodimenzionalnost potvrdena pomocéu PCA
faktorske analize (Principal Component Analysis), preko svih 6 grupa latentnih varijabli u
modelu.  Faktorska opterecenja i procenat opisanih  varijabiliteta od strane
jednodimenzionalnih faktora — latentnih varijabli u modelu, su prikazana u tabeli 2.

Da bi se obezbedila pouzdanost i validnost istrazivackog modela u radu definisan je
merni model nad kojim je sprovedena Konfirmatorna faktorska analiza CFA (Confirmatory
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Factor Analysis). Dakle, CFA je realizovana na svih 6 grupa latentnih faktora mernog modela,
upostavljajuci sve moguce korelacione veze izmedu njih. Dobijeni rezultati u Tabeli 2. za
CFA pokazuju da su u svim slu¢ajevima t-vrednosti mnogo vece od praga pozeljne vrednosti
(C.R>2) sa nivoom znacajnosti p < 0.05, dakle CFA analiza je potvrdila dobro uklapanje
kontrolnog modela i da sve varijable u modelu imaju jaku korvengentnu validnost, Sto
prakticno verifikuje da 24 definisane varijable opisuju, na pouzdan nacin, Sest latentnih
promenljivih definisanih u istrazivackom modelu (slika 1).

Konzistentnost varijabli definisanih u okviru latentnih klasa, u istrazivackom modelu,
merena je veli¢inom Cronbach alfa koeficijenta [25]. Dobijene vrednosti Crombach alfe vece
su od 0,7, za svaku grupu pitanja (tabela 2), ¢ime pokazuju dobru konzistentnost pojedinacnih
varijabli u okviru 6 definisanih latentnih grupa varijabli ispitivanog modela. Cronbach Alpha
vrednost za celu populaciju je 0,92 , tako da se dobijeni podaci mogu smatrati pouzdanim za
testiranje predloZzenog modela. Takode, analizom su utvrdene mere fitovanja mernog modela i
vrednosti pojedinih parametara i prikazane su u Tabeli 3. Relativna vrednost chi-squere-a (XZ
= 457.10 za d.f. 237) za merni model iznosi 1.928, $to je ispod preporucene grani¢ne
vrednosti 3, ¢ime se ukazuje na znacajno fitovanje izmedu mernog modela i podataka u
uzorku. Pored toga, i ostali indeksi fitovanja za merni model (GFI, AGFI, CFI, IFI, NFlI,
NNFI, RFI) su veoma blizu ili prelaze preporu¢enu grani¢nu vrednost od 0.9 (videti indekse
fitovanja u Tabeli 3), Sto takode ukazuje na adekvatno fitovanje mernog modela. Da bi se
testirala validnost konceptualnog modela definisanog na Slici 1. softverski paket LISREL
V.16 je kori$éen za statisticku analizu podataka koris¢enjem SEM-path analize. S obzirom da
je prethodna analiza mernog modela pokazala zadovoljavajucu statistiCku pouzdanost
podataka za validaciju razmatranog hipotetiCkog modela u ovom radu, pristupilo se analizi
definisanih relacija izmedu latentnih varijabli. Rezultati analiziranih indikatora fitovanja za
SEM- path model su prikazani u Tabeli 3. Dobijene vrednosti razmatranih pokazatelja
fitovanja (GFI, AGFI, CFI, IFI, NFI, NNFI, RFI) ukazuju na zadovoljavajuci nivo uklapanja
u predlozeni model jer su sve vrednosti opet blizu ili prelaze preporucenu grani¢nu vrednost
od 0.9 (kre¢u se u opsegu od 0.85 do 0.97), Sto sugeriSe da se koeficijenti regresije
karakteristi¢nih strukturnih putanja mogu izracunati u definisanom teorijskom modela na Slici
1 sa zadovoljavaju¢om tacnoscu.

Koris¢enjem LISREL V.16 koeficijenati regresije su odredeni i rezultati su prikazani
na Slici 2. Rezultati ukazuju da sve hipoteze definisanih modela imaju pozitivne vrednosti
putanja koeficijenata. Pre donoSenja konacne odluke o prihvatanju modela, neophodno je
utvrditi T - vrednosti svih hipoteza , kako bi se utvrdila statisticka znacajnost dobijenih
rezultata. Izracunate t - vrednosti su prikazane na slici 2 (vrednosti u zagradama).
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Tabela 2. Rezultati faktorske analize (EFA) i konfirmatorne faktorske analize (CFA) modela

Faktorska analiza (EFA) Konfirmatorna faktorska analiza (CFA)
PCA Pouzdanost Konvergentna validnost
Grupa pitanja Posmatrana % ij bjasnj
varijabla o varijanse objasnjen Factor Cronbach's Factor .
faktorom jedno- . . t-vrednosti
. . . loading alpha loading
dimenzionalnosti
61.381 0.789
. MUZ -1 0.783 0.56 12.88*
Postavka muzeja MUZ - 2 0.826 0.59 14.29%
MUZ -3 0.823 0.66 14.55*
MUZ - 4 0.695 0.45 10.42*
57.041 0.740
AMB -1 0.664 0.46 8.98*
Ambijent AMB -2 0.756 0.48 11.17*
AMB -3 0.809 0.50 12.33*
AMB - 4 0.783 0.52 13.02*

Napomena: nivo znacéajnosti * p < 0.05

Dobijeni rezultati imaju vrednosti koje su u svim slu¢ajevima veéi od 2 sa statistickom
znacajnoséu p < 0.05. Na ovaj nacin, pozitivni uticaj izmedu definisanih latentnih varijabli
dodatno se potvrduje, u okviru teorijskog modela koji je definisan na slici 1. Na osnovu ovih
rezultata, o¢igledno je da posetioci muzeja u Leskovcu imaju dobru ponudu muzeja koja
uti¢e na njihov nivo zadovoljstva.

Tabela 3. Zbirne vrednosti indikatora fitovanja teorijskog mernog i konceptualnog modela

. - . Dobijene vrednosti u Preporudene Dobijene vrednosti u
Indikatori fitovanja -
mernom modelu vrednosti strukturnom modelu

Chi-Square (1) 457.10 - 49557
Degree of freedom (d.f.) 237 - 243
Relative Chi-Square (x*/d.f.) 1.928 <30 2.039
Root Mean Square Error of
Approximation (RMSEA) 0.055 0.08-1.0 0.059
Goodness-of-Fit Index (GFI) 0.89 >0.8 0.88
Adjusted Goodness-of-Fit Index
(AGE) 0.86 >0.9 0.85
Comparative Fit Index (CFI) 0.98 >0.9 0.97
Incremental Fit Index (IF1) 0.98 >0.9 0.97
Normed Fit Index (NFI) 0.96 >0.9 0.95
Non-Normed Fit Index (NNFI) 0.97 >0.9 0.97
Relative Fit Index (RFI) 0.95 >0.9 0.95

Rezultati dobijenog strukturnog modela su prikazani na slici 2. Zbog preglednosti
podataka, samo su prikazane vrednosti koeficijenata putanje sa nivoima znacajnosti, T -
vrednosti i koeficijenti determinacije R2. Prikazani rezultati pokazuju da ambijent muzeja ima
pozitivan uticaj na kvalitet usluga (b = 0.54, t = 7.30, p <0.1) i na emocionalne efekte (b =
0,19, t =1.14, p <0.1). Prediktor postavka muzeja pozitivno uti¢e na kvalitet iskustva (b =
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0,27, t = 4,60, p <0,1) i emocionalne efekte (b = 0,14, t = 0,91, 0.16, p <0,1). Kvalitet usluga
pozitivno uti¢e na emocionalne efekte (b =0,39,t=4.88 , p <0,1) i na kvalitet iskustva (b =
0,36, t = 5,31, p <0,1). Emocionalni efekti pozitivno uti¢u na kvalitet iskustva (b = 0,37, t =
5,44, p <0,1). Kvalitet iskustva ima pozitivan uticaj na zadovoljstvo posetilaca (b =0,98,t =
11,48, p <0,1). Rezultati strukturne analize ukazuju na snagu predvidanja za promenljive u
modelu, kao 1 na ¢injenicu da su sve postavljene hipoteze u modelu i potvrdene. Pri ¢emu, u
definisanom strukturnom modelu stepen uticaja izrazava se kroz uticaj ambijenta muzeja,
definisan hipotezu H1la, H1b, na zavisne prediktore i ima nivo uticaja (b - vrednosti: 0.54,
0.19, respektivno). Uticaj postavke muzeja je definisan hipotezama H2a, H2b i ima nivo
uticaja (b - vrednosti: 0.14, 0.27, respektivno). Uticaj kvaliteta usluga predstavljen je kroz
hipoteze H3a i H3Db, (b - vrednosti: 0.39, 0.36, respektivno), i ima skoro isti nivo uticaja i kao
hipoteze H4, H5 (b - vrednosti: 0.37, 0,98, respektivno).

Koficijent determinacije R® (Squared Multiple Correlation value) u SEM-path analizi
objasnjava procenat varijanse u zavisnoj latentnoj varijabli koji se moze opisati od strane
nezavisnih tj. uticajnih latentnih varijabli u modelu. Sa slike 2 i 3 (PTH dijagram modela),
moze se zaklju€iti da procenat varijabiliteta u zavisnoj latentnoj varijabli Kvalitet usluge koji
se moze objasniti pod uticajem Ambijenta muzeja iznosi 30%. Takode, procenat varijabiliteta
od 39% u latentnoj varijabli Emocionalni efekti se moze smatrati posledicom zajednickog
uticaja 3 faktora Postavke muzeja, Ambijenta muzeja i Kvaliteta usluge, pri ¢emu na osnovu
koeficijenta putanje se moze uociti da Kvalitet usluge ima najznacajniji uticaj od ova tri
faktora (b-vrednost: 0,39). Dalje, razmatraju¢i efekte na zavisnu latentnu varijablu Kvalitet
iskustva, pri ¢emu je procenat varijabiliteta opisan od strane prediktorskih latentnih varijabli
68%, moze se uociti da skoro podjednak najveci uticaj imaju emocionalni efekti 1 kvalitet
usluge. | na kraju, varijabilitet u zavisnoj varijabli Zadovoljstvo posetilaca se skoro u
potpunosti moze opisati kvalitetom iskustva u razmatranom modelu, obzirom da koficijent
determinacije R? iznosi 97%, §to zna¢i da samo 3% varijabiliteta u varijabli Zadovoljstvo
posetilaca je neobjasnjeno.

Postavka
muzeja

Kuvalitet
iskustva
R*=0.68

Kuvalitet
Usluge
R*=0.30

Zadovoljstvo
Posetilaca
R’=0.97

Ambijent
muzeja

0.19*
(1.14)

Emocionalni
Efekti
R*=0.39

Slika 2. Strukturni model uticaja ponude muzeja na zadovoljstvo posetilaca u Narodnom
muzeju u Leskovcu (t- vrednosti u zagradi)
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a.ze™ AMBd

Slika 3. PTH dijagram modela

5. ZAKLJUCAK

PoboljSanje kvaliteta iskustva posetilaca predstavlja cilj menadZmenta, kao 1
obezbedivanja kvaliteta iskustva, a zatim i zadovoljstva koji su vazna pitanja za menadzere
kad odreduju odrzivost svoje strategije ocuvanja kulturnog nasleda. Kako bi obezbedili
kvalitete ukupnog iskustva, menadZeri nasleda treba da nastoje da ispune ocekivanja
posetilaca [3]. Da bi muzejski posetilac bio zadovoljan potrebno je da muzej ima dobru
ponudu, nove i zanimljive dogadaje. Muzeji jesu mesta zastite, istraZivanja i interpretacije,
ali 1 mesta kreativnosti i razvoja Citave zajednice, mesta zadovoljstva 1 uzivanja, edukativna
mesta u kojima se posetiocu moraju obezbediti uslovi da se oseca izvrsno i da zadovolji svoje
potrebe i namere zbog kojih je i dosao u muzej [3,4,5].

Izvedena ispitivanja u Narodnom muzeju u Leskovcu, omogucila su definisanje
modela za ocenu kvaliteta muzejske usluge koji moze biti primenjen za bilo koji drugi muzej.
Da bi se poboljSao kvalitet dozivljaja posetilaca muzejskom ponudom, potrebno je
kontinuirano meriti stepen zadovoljstva posetilaca i definisati uticaj pojedinih elemenata
ponude muzeja navedenih u modelu na kvalitet dozivljaja zadovoljstva posetilaca muzeja.
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TURNAROUND MANAGEMENT

Vlado G. Vukasovi¢
Faculty of Management, Herceg Novi, Boka Kotorska, Montenegro

Abstract: This paper is about turnaround management and deals with certain relevant aspects
of three-stage process: initiating and preparing the turnaround, adoption and implementation
of the turnaround programme and post-implementation stage of the turnaround.

Keywords: turnaround management, turnaround phenomenon, initiating and preparing the
turnaround, adoption and implementation of the turnaround programme, post-implementation
stage of the turnaround

1.INTRODUCTION

Crisis is absence of sustainability. A company crisis is an extraordinarily complex
business situation, which reflects worrying weakening of its sustainability potential and
development. It points to the existence of a real existential threat and uncertainty regarding its
potential and final outcome of its overcoming.

Turnaround management is a contemporary global phenomenon which has been
intensively developed in the past few decades as a response to more frequent and more
complex forms of crises. The world situation is characteristic of a permanently large number
of companies in problems — companies that suffer crisis as well as companies that disappear.
A turnaround in operations of a weakened company, with existentially threatening business
situation which inevitably actualises a dilemma about its destiny, represents an extraordinarily
complex and delicate, very often dramatic, undertaking in all the aspects and stages of
implementation.

Having in mind the fact that corporate turnaround represents a change based on the
paradigm of interrupted balance, its process of implementation can be observed according to
the following model: unfreezing — change — refreezing; i.e. from unfreezing the problem,
through its solving until complete stabilization and return of the company to normal
operations.

The process of corporate turnaround viewed in the light of a paradigm of interrupted
balance forms the following three-stage model: (7)

1. Initiation stage and turnaround preparations — it includes the initiation of a turnaround, its
preparation and solving of the problems that precede the corporate turnaround.

2. The stage of adoption and implementation of a turnaround programme — it includes
activities regarding harmonising, shaping and adopting a turnaround programme, as well
as the implementation of strategies and activities provided by a turnaround programme.
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3. Post-implementation turnaround stage — it includes activities regarding final shaping of a
permanently sustainable company.

We need to bear in mind that a corporate turnaround is unique, dynamic and
extraordinarily complex process, whose activities are dominated by a particular turnaround
situation, so that the borders of its stage division may be easily blurred.

2. TURNAROUND PHENOMENON

The turnaround management is a contemporary global phenomenon, which has been
intensively developed as a response to more frequent and complex forms of crises. The world
economy is characteristic of a permanently large number of companies in problems —
companies that suffer crisis as well as companies that disappear. Transition processes,
particularly global system disruptions such as the current world economic crisis, as a rule
cause further dramatic weakening of companies, as well as a wide range of negative effects on
the society in general.

The degree of sensitivity of some companies to crisis processes may be represented as a
complex function of numerous internal and external factors which may be clustered as:
characteristics of the economy in which the company does business; characteristics of the
industry in which the company does business; and the characteristics of the company itself.
The strength and the vitality of the company i.e. the business environment in which the
company does business, mostly determines general potential of resistance to economic
disruptions. Considering the character of the activity, certain industries mainly determine
general potential of resistance to economic disruptions. Considering the character of the
activity, certain industries, to a different extent, generate sensibility to turbulence and crisis
processes. Apart from the context of economy and industrial specificity, the completeness of
internal situation and the potential of the company are of particular importance considering
susceptibility to crisis processes. Strong economy, perspective industry and successful
company reflect a high degree of resistance and existential security and the other way around.

Economy
characteristics

Industry
characteristics

Company
characteristics

Figure 1. Company susceptibility to crisis
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Most frequently the crisis does not start at once but it is preceded by a certain period
of problem development, but it may express more intensive form later and in the end it
assumes radical forms. In the process the character and intensity of the crisis effects is
essentially different in certain development stages of the problem:

1. Incubation — a period in which the problems develop and gradually assume the form of a
crisis, but they are still manifested in a partial and concealed manner, by early signals.

2. Escalation — a period in which the effects of the crisis are present in its full capacity, very
often as a consequence of the lack of reaction or inappropriate reaction during the problem
incubation stage.

3. Culmination — the stage of the strongest crisis effects, when there is a choice between an
energetic turnaround and a complete failure. (7)

The crisis stage largely determines the possibility and manner of a company recovery.
The crisis which escalates endangers the existence, whereas the one that culminates threatens
to destroy the company. In this process the implementation of a corporate turnaround
becomes more and more complex and the final outcome more and more uncertain.

Existential threat is an inevitable companion of the company crisis. The awareness of
uncertain perspective fundamentally changes the entire company. A different level of
existential threat which certain companies suffer in the period of crisis may be manifested as:
1. Existential anxiety — represents a potential crisis or a latent threat to the company.

2. Existential threat — the company is acutely affected while there is a real possibility of its
recovery.

3. Existential destruction — the possibility of recovering of the company does not exist and it
will certainly fail. (6)

A corporate turnaround, as an undertaking aimed to overcome the company crisis,
unique in every individual case, reflects the overall specificity of a particular turnaround
situation. It is an extraordinarily complex situation and totality of its character is normally
best expressed and reflected in the light of the financial aspect of the problem. Thus, a
corporate turnaround may be implemented in a turnaround situation which is predominantly
characteristic for: (6)

1. Profit decrease — the company tends to have continuous decrease in profit with a tendency
of its complete loss.

2. Loss increase — the company permanently incurs loss which is dangerously accumulated.

3. Formal insolvency — the company has become insolvent and declared bankruptcy as the
last resort and a temporary safe haven which offers a certain hope of recovery.
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Figure 2. Types of turnaround management (6)

In relation to this, within the context of the financial aspect of a turnaround situation,
we may distinguish between three principal types of turnaround: (6) profit decrease
turnaround; loss increase turnaround; turnaround from formal insolvency.

More favourable and overall business situation usually provides greater autonomy to
the company in the implementation of corporate turnaround, the implementation of less strict
measures and more chances of its success. Options and procedures of a corporate turnaround
from formal insolvency (bankruptcy, liquidation) are provided by national legislations and
may differ considerably. These differences depend on social-political, economic and legal
system, as well as dominant national culture.

3.INITIATION AND PREPARATION OF TURNAROUND

The stage of initiation and preparation of a turnaround includes initiation of a
turnaround, its implementation and solving problems that precede the corporate turnaround.

The awareness of the company crisis initiates forming a critical level of initiative
necessary for decisive reaction. It is favourable if early signs of crisis have been noticed,
which enables the management of the company to keep the initiative and initiate a corporate
turnaround in time, which provides more chances for more successful recovery. If the
management failed to act, the initiative is taken by the key stakeholders, usually creditors and
shareholders, who, first of all, want to be informed in detail about the situation and the
possibility of a successful solution. In such case the autonomy of the company and its
management may be threatened.

The first or one of the first actions which is, as a rule, implemented in crisis situation
is the appointment of the new leadership of the company. The certainty of the implementation
of company leadership change practice is increasing together with increasing turnaround
situation. The leadership change occurs because of their objective responsibility for the crisis
or because they are not qualified to implement a corporate turnaround. The reason for
management change may also be the need to personalise the culprits for the situation which
has arisen and/or it may be clear dissociation in relation to the business policy of the company
up to that moment. Turnaround management is normally entrusted to turnaround specialists
whose authority in the very beginning usually includes: fast establishment of situation control,
taking urgent measures and preparation of a turnaround programme.
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The expertise of business operations is immediately done so that the answer to the
question is given: can the company be saved, in what manner and at what cost? Diagnostic
review should offer fast and objective estimate of the situation, point to the essence and the
character of the problem, as well as to the objective possibilities of reaction. It represents the
analytical basis for the choice of the best option in the particular turnaround situation. Its
elaboration is usually entrusted to independent experts, but experienced turnaround
practitioners insist on their own direct inspection.

The purpose of diagnostic review is the estimate of the possibility of recovery and
short-term sustainability of the company and it has the following key objectives: (3)

- Estimate if the company is able to survive in a short-term period, within the next three to
six months and determine the scope of necessary external financing for its short-term
survival.

- Estimate the ability of the company’s growth in the mid-term and long-term.

- estimate available options of the company and identify the most favourable ones for the
stakeholders.

- Diagnose the key problems and the necessary mix of strategies and actions for the short-
term survival and further.

- Estimate the positions of the key stakeholders (creditors, shareholders, management,
employees), their readiness to support and, if necessary, to back up the turnaround
financially, as well as their relative negotiating power and the ability to influence the
outcome.

- Perform preliminary estimate of the management.

The analysis of the capability of growth, risk and the possibility of a turnaround
requires the estimate of a set of internal and external factors, through the series of
interdependent operative, strategic and specific industrial diagnoses, which includes: key
success factors, industry attractiveness, competition position and advantage, consumer
satisfaction, business strategy and the possibility of its improvement, business system,
organisation, traditional reduction of costs, efficiency of operations, macro and development
trends. (2)

A weakened company may basically decide on leaving the business or a corporate
turnaround. The condition of some companies is such that the attempt of saving them is not
rational either. These are companies whose problems are too complex and which do not have
realistic recovery potential. They may resort to the alienation of the business, a gradual end-
game or quick liquidation. If the situation regarding the recovery is hopeful and the position
of the key stakeholders promising, the company decides on a turnaround procedure.

A company in a turnaround situation is in an extremely delicate position. Namely, as
the level of the existential threat is growing, a dramatic decrease of the company ability to
self-recover occurs; at the same time the relationship with the stakeholders is becoming worse
and worse and the dependence on their help and the support to the turnaround programme is
increasingly rising.
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Figure 3. The complexity of the problems, the role of stakeholders, and the ability to self-
recovery of the company [6]

The position of the stakeholders in the company in a turnaround situation is essentially
changing — they suffer actual pressure, their interest is in danger and they have the risks of
their own, so their different reactions to weakening of the company and the turnaround
programme may be expected. Weakening of the company brings their justifiable anxiety and
expected harsher attitude towards the company. The attitude of the stakeholders towards the
weakened company and the turnaround programme is primarily influenced by: (5) their
interest in the company, their perceived engagement expenses and their role in company
decline. The stakeholders may basically: essentially support the turnaround programme and
get involved in its implementation, dissociate from it or oppose the turnaround programme
and obstruct it. Generally speaking, the stakeholders who are firmly related to the company
and its destiny and who have big interest in it are normally not in the position to dissociate
from the company in a turnaround situation, but they are trying, depending on their power and
influence, to take an active role in the resolution of the situation. When it comes to looser
relationships and smaller interests of the stakeholders in the company in a turnaround
situation, there is a dilemma regarding their further engagement in relation to the existing
interests and dissociation from a weakened company.

One of the key jobs of a turnaround specialist is to overcome the misunderstanding
and establish successful cooperation with the stakeholders. It is precious and very often
necessary to gain support and potential necessary help of the key stakeholders in the
turnaround programme, the precondition of which is considering and alignment of their
interests. The stakeholders that supported and aligned with the turnaround programme,
generally, in a more or less direct manner, get involved in its implementation as well.
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4. ADOPTION AND IMPLEMENTATION OF A TURNAROUND PROGRAMME

The stage of adoption and implementation of a turnaround programme includes
activities directed toward the harmonization, formation and creation of a turnaround
programme, as well as the application of strategies and activities provided by a turnaround
programme.

The turnaround programme represents a general strategic framework of a corporate
turnaround and its strategic initiatives and measures worked out in detail. A business
turnaround usually requires the application of a large number of strategies and initiatives, and
the type of a general strategic orientation depends on the character of a particular turnaround
situation and overall possibilities of overcoming it. The turnaround programme of an
individual initiative is harmonized with a general strategic orientation, simultaneously the
strategic initiatives are synchronized with each other. The turnaround programme must
respond adequately to the given turnaround situation, although to some extent it can also
reflect some specific aspects of the delicate harmonization of the interests of the key
stakeholders.

One of the main challenges a turnaround practitioner is faced with is to work out a
clear turnaround programme. The recovery of a sick company depends on the effective
implementation of an appropriate turnaround programme, which must do the following: [4]

- ldentify the fundamental problems — it is crucial to focus on solving the problems
referring to existential threats.

- Deal with causes (not the symptoms) of a problem — a long-term strategy of recovery must
overcome the causes of a collapse.

- Be deep and wide enough to encompass all crucial issues — mission critical problems must
be solved.

A comprehensive turnaround programme must have long-term and short-term
implications. Within a short term, naturally, the focus is on the short-term survival of a
company, which represents a precondition of all possible further activities. It is favourable if
the application of urgent operational measures are not dictated by an extreme short-term
existential threat, but constitutes a part of a strategic context of the recovery of a company
anticipated by the turnaround programme. Within a long term a turnaround programme has
strategic implications and it is directed towards permanent sustainability of a company. It is a
particularly complex and delicate undertaking to find optimal strategic option in a critical
moment when there is a critical business situation, and when the very survival of a company
Is in question.

Undoubtedly, it is utterly indispensable to have a clear-cut strategy for running all
corporate actions, so that meagre resources will not be wasted in vain in non-productive ways
in a turnaround situation.[1] At the same time, companies often restore their vitality by virtue
of a turnaround programme which successfully combines measures of contractual and
developmental character. The following strategies are considered to be the general strategies
most frequently used in the turnaround situations: [3]
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- Redefinition of the business — it is a fundamental form of strategic change. The very
nature of business is redefined by change of long-term goals and thinking of the
management.

- Disinvestment — it is often a constituent part of refocusing of production and market. A
company closes production lines or whole business areas, and thus assets are liquidated or
removed.

- Grow through acquisition — it is a seemingly unexpected, but quite common recovery
strategy which enables the faster fulfilment of a turnaround programme in relation to the
organic grow. Its application requires available financial assets.

- Refocusing of production and market — it is a fundamental, but a less radical strategic
change compared to redefinition of the whole business. It represents the answer to the
question: which mix of products or services should be sold and to which segments of
consumers?

- ,,0Outsource”” processes — they address the position of a company within the chain of
values of production system in which it does business, focusing on the profitable
processes where a company has a relative advantage, while the rest is left to outsources.

During the implementation of a turnaround programme it is necessary to follow
permanently and control all relevant indicators, and if needed, to make some timely correction
of the individual plan parameters. The turnaround programme is subject to adjustments and
changes in the light of inconsistencies or bad solutions noticed in practice. At the same time it
is important to overcome the inertia and possible escalation of commitment and make
necessary changes on time.

In practice real possibility of hiring highly specialised turnaround practitioners is often
questioned regarding the financial possibilities of a company in the turnaround situation. The
similar challenge may be encountered regarding the possibility of hiring other experts needed
for the formation of a functional turnaround team. All this can lead a turnaround specialist to a
position to try to implement the corporate turnaround programme with the available staff.

5.POST-IMPLEMENTATION STAGE OF THE TURNAROUND

The post-implementation stage of the turnaround includes activities directed to final
formation of a permanently sustainable company.

Corporate culture change represents an extremely complex, long and delicate, but all
the more necessary segment of a turnaround programme. Even in the early stage of the
turnaround it is particularly important to build a corporate culture that support the mission and
a strategy carefully developing and cherishing it during the whole turnaround process, so that
it could be institutionalized as a reflection of a new business philosophy and profile of the
company in the final stage. To recovered company its integrative effects are valuable as an
extraordinary stabilizer of sustainability.

If during the turnaround there has appeared some sporadic unwanted effects to
business performances, e.g. due to the application of authoritative management,
unharmonised application of operational and strategic measures, and the like, necessary
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corrections for optimization of the system must be made. Also, if the turnaround has been
marked with hard measures, such as mass dismissal of employees and if thereupon the social
pressure has influenced the formation of a wider hostile environment, the activities directed
towards regaining the confidence of the social community must be planned carefully.

A complete corporate turnaround is aimed at getting a company back to normal
business. Temporary and partial solutions can be purposeful only as an in-between move or a
current transitional situation. The crown of a successful implementation of the turnaround
programme is a permanently sustainable company.

There the engagement of a turnaround practitioner is usually completed, and by the
rule the recovered company hires a new leadership for regular business activities.

6. CONCLUSION

The turnaround management is a contemporary global phenomenon, which has been
intensively developed in the past few decades, as a response to more and more frequent and
more and more complex forms of crises. The business turnaround of a weakened company
from an existentially threatening business situation, which inevitably poses dilemma about its
destiny, represents an extraordinarily complex and delicate, and often a dramatic undertaking
in all the aspects and stages of implementation. The corporate turnaround is unique in each
individual case and reflects the overall specificity of particular turnaround situation, and
within the context of its financial aspect, we may distinguish between three principal types of
turnaround: profit decrease turnaround, loss increase turnaround, turnaround from formal
insolvency.

The process of a corporate turnaround viewed in the light of a paradigm of interrupted
balance constitutes the following three-stage model: initiating and preparing the turnaround,
adoption and implementation of the turnaround programme, and the post-implementation
stage of the turnaround programme.

The stage of initiation and preparation of turnaround includes: the initiation of
turnaround, its preparation and solving the problems which precede a corporate turnaround.
The awareness of a crisis of a company incites the formation of the critical level of initiative
needed for a decisive reaction. A new leadership of a company is appointed, a turnaround
specialist is hired most frequently, which has significant functional and psychological effects.
The expertise of business offers a quick and objective estimate of the situation, points to the
essence and character of the problem, as well as to the objective possibilities of reaction. A
company in the turnaround situation is in an extremely delicate position: as the level of an
existential threat grows, a dramatic decrease of the company ability to self-recover occurs,
simultaneously relationship with the stakeholders deteriorates, and dependence on their help
and support for the turnaround programme increasingly rises. The successful management of
the stakeholders, in all its complexity, is essentially important for a successful recovery of a
company.

The stage of the adoption and implementation of a turnaround programme includes
activities directed toward the harmonization, formation and creation of a turnaround
programme, as well as the application of strategies and activities anticipated by a turnaround
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programme. The turnaround programme represents a general strategic framework of a
corporate turnaround and its strategic initiatives and measures worked out in detail. . The
turnaround programme must respond adequately to the given turnaround situation, although to
some extent it can also reflect some specific aspects of the delicate harmonization of the
interests of the key stakeholders. A comprehensive turnaround programme has long-term and
short-term implications. Within a short term, naturally, the focus is on the short-term survival
of a company, which represents a precondition of all possible further activities. Within a long
term a turnaround programme has strategic implications and it is directed towards
permanently sustainability of a company. It is a particularly complex and delicate enterprise
to find and implement optimal strategic option in a critical moment when there is a critical
business situation, and when the very survival of a company is in question.

The post-implementation stage of the turnaround includes activities directed to final
formation of a permanently sustainable company. Corporate culture change represents an
extremely complex, long and delicate, but all the more necessary segment of a turnaround
programme. To recovered company its integrative effects are valuable as an extraordinary
stabilizer of sustainability. If during the turnaround there has appeared some sporadic
unwanted effects to business performances, necessary corrections for optimization of the
system must be made. The crown of a successful implementation of the turnaround
programme is a permanently sustainable company.
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Abstract: In the process of strategic planning MSMEs face a series of challenges that are
imposed primarily due to the size, structure and work process of these organizations. Namely,
one of the main problems faced by these organizations is the lack of comprehensive analysis
of the environment, which would provide a good basis for setting strategic goals. This is
mostly due to lack of personnel for this purpose, lack of knowledge of organizational
intelligence techniques, as well as lack of software for selection and storage of the received
information. Studies point to the conclusion that, in the process of strategic planning, MSMEs
are usually based on financial and other reports from the previous year, as well as significant
level of intuition on the part of the top management for possible trends in the future.

The second problem concerns the involvement of the parties concerned in the strategic
planning process, in order to ensure synergic creating of goals, transparency and integration.
Field research shows that, despite the desire for participation, attendance at work meetings by
these people is minimal, and points to insufficient awareness of all parties concerned for the
importance of strategic planning for the future development of the organization and
preservation of the competitive position.

In this context, the paper will present several more challenges and problems faced by SMEs in
the strategic planning process, and some of the results in the paper will be based on research
conducted by the BAS Institute of Management Bitola within the research project
"Developing strategically focused organizations for competitiveness”.

Keywords: strategic planning, strategic challenges and problems.
1. INTRODUCTION

The changing processes that occur in all segments of the environment have increased
the responsibility of organizations in the activities to be undertaken in the process of strategic
planning. In fact, the new general, as well as the challenges in the specific environment,
impose greater responsibility on organizations before their employees as well as before their
clients and ultimately before the community. Strategic planning is a creative process by which
an organization defines the desired future and planned actions for achieving the goals. It is
based on modern principles founded on inclusiveness of stakeholders and the use of positive
synergy, as an integral part of the modern way of managing organizations, that experiences its
true implementation, for the time being, in developed countries and large organizations.
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Nevertheless, this does not mean that, as a concept, it cannot be applied in micro, small and
medium-sized organizations and countries in transition, precisely because of the tendency to
get close to that modern way of management, and it generally represents one of the
aspirations for joining the European family.

2. CHALLENGES AND PROBLEMS OF MSME - research framework

Despite all the efforts of MSMES to apply the concept of strategic planning and the
overall strategic management process, still they face more challenges and problems in this
context. Namely, these organizations often have simple structure and a small number of
employees who simultaneously perform multiple job functions. Hence, a large percentage of
these organizations can not devote enough time and attention to the analysis of the
environment as an important basis for further strategic planning process. These statements
were confirmed by the preliminary research that was conducted on 31 organizations of
Pelagonia region, from production and service sector, which are among the MSMEs.

The research goal, revealing the challenges and problems faced by MSMEs in the
process of strategic planning, is formulated based on the problems and situations that have
been discovered in the area of research and is based on information obtained from the field
with practical application of strategic management, especially as a process implemented by
MSMEs. The scientific justification of the paper is aimed at generating new scientific
knowledge that will find appropriate application not only among MSMEs, but with
prospective students on study programs in the field of professional management, as well as at
encouraging awareness of the more professional practice of strategic management in MSMEs,
despite the differences they have with large organizations.

The research was conducted as pre-research within the research program of the BAS
Institute of Management Bitola "Developing strategically focused organizations for
competitiveness,” whose main purpose is to determine the factors that affect the
competitiveness of companies through the implementation of three sub-projects in the domain
of the strategic and operational management, innovation and organizational change. The
research results in this paper will be presented for part of the organizations in the Pelagonija
region in the Republic of Macedonia, which are within the MSMEs.

In order to obtain reliable data, during the research a survey was used. In this way, the
basic requirements in research have been met, which are: objectivity and comparability, in
order to obtain data by statistical processing, in the direction of the scientific objective of the
paper. The research has specifically used the instrument "Survey for managers of
organizations in the private sector”, that has been completed by the representatives of the top
management. The answers to the questions in the survey are further analyzed:

3. RESULTS AND DISCUSSION

One of the biggest problems faced by MSMEs is lack of staff. Strategic management
requires highly educated staff that knows the issues of strategic management and is able to
properly implement each phase of strategic management in organizations. Precisely in this
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context, the strategic role of human resources starts from the fact that the employees should
be regarded as equity, since they are key to the success of the organization, and therefore "the
most important factor in competitive success is how the enterprise manages its work force”
(Pfeffer, 1995). In fact, the management of human resources is a process of harmonization
that connects the organizational goals and strategy with the right approach for retaining the
human capital of the firm (Baron & Kreps, 1999). In order to detect the conditions of the
surveyed organizations, part of the questions in the Survey concern how much employees
participate in the process of strategic planning.

The review of table 1 displays the condition of the staff that professionally performs
the analysis of the environment in the process of strategic planning in MSMEs.

Table 1. Condition of the staff that professionally performs the analysis of the environment in
the process of strategic planning in MSMEs

Is there a person in the organization / team that is responsible for analyzing the
environment?

Statements Production sector Service sector Total
Percent Percent Percent
No 30% 35% 32,5%
Yes 60% 65% 62,5%

It is done by an 10% 0% 5%

external person

According to the results it can be seen that in the sector of service companies 65% of
respondents said that it is done by a person in charge for that, as opposed to 60% of
statements in production firms and only 10% of them reported that it is done by an external
person. Further analysis of the table leads to the conclusion that in almost 40% of
organizations surveyed from the production sector and 35% of the service sector there is no
person or team that is responsible for analyzing the environment.

It is particularly important to emphasize the large percentage of affirmative answers
that there is such person or team. From casual conversation with managers of surveyed
organizations it has been noted that it is done solely for the purpose of strategic planning, but
without a character of continuity and deeper analysis of the received information. Which
means that such assignment is temporary and not a specific system process that should
continue and develop.

Chi-Square Tests

Asymp. Sig. (2-
Value Df sided)
Pearson Chi-Square 2.170 2 0.338
Likelihood Ratio 2.334 2 0.311
Linear-by-Linear
Association 0.431 1 0.512
N of Valid Cases 31
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According to the values of Chi-square test, it can be concluded that there are no
statistically significant differences in statements in frequencies among respondents from

production and service sector, indicated by the values of X2(2, n=31) =2.170, p = 0.338
(Sig. = .338).

As for the information the organizations have in the process of strategic planning, it
can be concluded that the persons responsible for making strategic decisions in the
organization are often forced to make the decision with limited information about market
conditions (Hansen and Haas, 2001). Such statements are confirmed largely by the answer to
the question: Does the strategic planning, often "rely on your intuition™? The results are
processed by Chi - square test and shown in the table below:
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VARO00001 * VAR00002 Crosstabulation

VAR00002
Production | Service Total

VAR00001 Always Count 4 2 6
% within

VAR00001 66,7% | 33,3% 100,0%
% within

VAR00002 40,0% 9,5% 19,4%

% of Total 12,9% 6,5% 19,4%

Often Count 5 15 20
% within

VARO00001 25,0% | 75,0% 100,0%
% within

VARO00002 50,0% | 71,4% 64,5%

% of Total 16,1% | 48,4% 64,5%

Rare Count 1 3 4
% within

VARO00001 25,0% | 75,0% 100,0%
% within

VARO00002 10,0% | 14,3% 12,9%

% of Total 3,2% 9,7% 12,9%

Very Rare Count 0 1 1
% within

VARO00001 0,0% | 100,0% 100,0%
% within

VARO00002 0,0% 4,8% 3,2%

% of Total 0,0% 3,2% 3,2%

Total Count 10 21 31
% within

VAR00001 32,3% | 67,7% 100,0%
% within

VARO00002 100,0% | 100,0% 100,0%

% of Total 32,3% | 67,7% 100,0%
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Chi-Square Tests

Asymp.
Sig. (2-
Value df sided)
Pearson
Chi-Square 4’3063 3 ’230
Likelihood
Ratio 4,355 3 226
Linear-by-
Linear
Association 2,847 1 ,092
N of Valid
Cases 31

According to the values of Chi - square test, it can be concluded that there are no
statistically significant differences in statements in frequencies among respondents from

production and service sector, indicated by the values of X? (3, n=31) = 4.306, p = 0.230
(Sig. = .230). Also, if we analyze the table with percentage representation of the answers, it
can be seen that the majority of respondents both in the production and in the service sector
there is practice where managers in the process of strategic planning rely on the intuition and
experience they posses in the field of management. Part of this practice is based on the notion
that MSMEs do not have enough time or staff to carry out this analysis of environment as a
continuous process, as well as to process, cluster and store the information received.

Part of the attention and the data that we wanted to obtain by the Survey related to
what information from the external environment is the most relevant to organizations in the
process of strategic planning. In this context, several categories of information have been
offered. The managers ranked them according to priority of importance. Here are the results.

Table 2. Ranked informations according to priority

Rate the most important information you need for successful strategic planning

Type of information Rank
Client information 1

Competition information

Supplier information

Distributor information

Information obtained from open sources
(Internet, newspapers, etc.).

g BrlwDN

In the context of solving the above problems relating to strategic planning, and in
particular to the analysis of the environment, much of the efforts invested by MSMEs are
aimed at implementing the strategy of applying modern information and communication
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technologies. Thus they reduce the cost of analysis of the environment and improve the
communication channels in the organization thus allowing greater and timely flow of
information.

These benefits of using ICT have a very important role particularly in the promotion
and raising the level of competitiveness of MSMEs. In this sense, Porter emphasizes that the
Internet can be a critical factor for improving market and operational efficiency of SMEs. In
other words, the Internet-based technologies allow small companies to overcome the
limitations associated with their size, thereby enabling them to compete more efficiently on
the larger markets and with larger enterprises (Porter, 2001). Numerous studies also indicate
that the use of ICT also increases opportunities for international competition of MSMESs. In
this sense we can highlight the following benefits.

e The official websites are equally accessible for both large corporations and for MSMEs;

e ICT allows MSMEs to maintain contact with dispersed customers, and to expand the
range of markets where they sell their products and to maintain contacts with suppliers
and other stakeholders, and all this at relatively low prices.

e It also allows organizations to raise the level of effective organizational communication,
both horizontal and vertical, as well as to have efficient internal and external business
cooperation.

In other words, the introduction and rapid diffusion of Internet communication
technologies creates tremendous opportunities for MSMEs, by having gained access to the
same capabilities that characterize large enterprises and are technically able to engage in
national and international management operations, that would otherwise be inaccessible due
to the need for a huge amount of money (Radulovic, 2014).

In this sense, we will analyze the answers to the question how much the organizations
visit the websites of their competitors to gain certain information about them.

Table 3. How much the organizations visit the websites of their competitors to gain certain
information about them

Do you visit the websites of your competitors to get certain information about

them?
Statements Production sector Service sector Total

Percent Percent Percent

Always 20% 9,52% 12,90%
Often 20% 47,62% 38,71%
Sometimes 30% 23,81% 25,81%
Rarely 20% 4,76% 9,68%
Never 10% 14,29% 12,90%

If we analyze the data from the table 3, it can be concluded that the highest percentage
of such activities are often implemented by organizations in the service sector, and sometimes
by organizations from the production sector. The remaining answers are variously deployed
and we can not draw a rigorous conclusion. It refers to the conclusion that it is an individual
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matter of each organization, despite the equal conditions and the availability of the Internet
that all organizations have.

Chi-Square Tests

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square

3,734 4 443
Likelihood Ratio 3’724 4 ,445
Linear-by-Linear
Association 081 1 775
N of Valid Cases 31

According to the values of the Chi - square test it can be concluded that there are no
statistically significant differences in statements in frequencies among respondents from

production and service sector, indicated by the values of X?(4, n = 31) = 3,734; p = .443
(Sig. = .443).

4. CONCLUSION

Based on the theoretical presentation and based on the results obtained by the research
it can be concluded that despite the commitments made by MSMEs to achieve the full process
of strategic management, due to their size they do not carry it out in the same manner as that
of large corporations. The first challenge that emerges is the need for timely information that
is needed to create a competitive strategy. To provide such information there is a necessity of
a team to carry out the analysis and to implement the overall strategic planning process. That
leads us to the conclusion that organizational intelligence is important not only for large
corporations but also for micro, small and medium organizations.

The second challenge is to invest in ICT as a means of connecting to the globalized
market and recognition of the opportunities available to them, as well as recognition of the
new current needs, not only in the present but also in the following period.

One of the biggest problems, however, is the lack of staff and determination of a clear
organizational structure with clearly defined tasks. Field research shows that not only MSMEs
face a shortage of staff, employees often have no clearly defined tasks, which means they
perform tasks of different character. This is what happens with the process of strategic
planning. It is also very important to emphasize that, (this was confirmed by recent studies
and leading management theorists) the strategy should be started with the expectations of
stakeholders above all and use of a modified map of balanced results, and to record results
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including all shareholders and stakeholders. In the context of these guidelines and
considerations the term "strategic leveling” between the organization and its environment has
been introduced or "strategic consistency". Thus, according to Arrow (2007), there is strategic
consistency when the actions of the organization are in line with the expectations of the
management and are market and context related.

In the end, we may bring a general conclusion that the inconsistency of teams for

strategic planning and the lack of clastered and saved information from earlier research,
require any strategic planning to start always from a zero initial state, without a certain
continuity in the procedure, which is particularly important for long-term development of the
organization.
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ENVIRONMENTAL DIMENSION OF SOCIAL RESPONSIBILITY IN
HOTELS IN EASTERN SERBIA

Milovan Vukovi¢, Danijela Voza, Snezana UroSevié¢

University of Belgrade, Technical faculty in Bor, Serbia

Abstrakt: Obtaining successful results in modern business conditions and creating a positive
company image is easiest to achieve by respecting the social responsibility concept. Previous
studies and practical examples prove that companies that operate according to the principles
of social responsibility have better position in the market and reach a stable and long-term
growth. Corporate social responsibility is the subject of discussion in every sector of
economy. Also, tourism industry is not an exception.

Serbia has a great chance for a successful tourism and hospitality development. In addition to
creating an adequate ambient by establishing economic - legal and management -
organizational conditions, the development of tourism and hospitality could accelerate thanks
to the CSR. In order to determine the current status of the Serbian hospitality, the paper
examined the environmental dimension of this concept. The research was conducted on the
territory of eastern Serbia and covered 41 hotel facility. The results have shown that the size
and visibility of the hotel does not guarantee the presence of ecological orientation.
Executives and managers are familiar with ecological technology, but it is not fully
implemented yet. Although the results of this research show significant changes for the better,
the successful development of tourism specific destination largely depends on the state policy
and economic stability of the country.

Keywords: social responsibility, ecology, tourism, hospitality, eastern Serbia

1. UVOD

Zaleci hotelijerstva se vezuju za kretanje ljudi 1 zadovoljavanje njihovih
egzistencijalnih potreba na putovanju. Prvi objekti namenjeni smestaju turista, nastali su
u trgovackim centrima, svetiliStima, leciliStima, to jest na glavnim komunikativnim
pravcima. Hotelijerstvo se definiSe kao delatnost koja gostima pruza usluge smestaja, hrane 1
pic¢a, rekreacije 1 druge raznovrsne usluge. Kvalitet usluge je kategorija koja je od
vitalnog znaCaja za dugorocne 1 kratkoro¢ne poslovne rezultate hotelskih preduzeca.
Veliki svetski hotelijeri kao Sto su Cezar Ric, Elsvort Statler, Konrad Hilton, Ralf Huc,
Ernest Henderson (osnivaé medunarodnog hotelskog lanca Seraton), Vilard Meriot,
Kemons Vilson (osniva¢ svetskog hotelskog lanca Holiday Inn) su medu prvima
shvatili da je dobrobit potrosaca osnovna mera kvaliteta. Oni su medu prvima shvatili
potrebe, Zelje 1 zahteve potroSaca. Postavili su temelje menadzmenta kvaliteta u
hotelijerstvu. Osim nastojanja da ostvare dobit, savremene organizacije pa tako i hoteli,
nastoje da budu 1 pozitivna snaga u druStvenom 1 ekolosSkom okruzenju u kome deluju.

249



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

Pojam drustvene odgovornosti u poslovanju

Drustveno odgovorno poslovanje (CSR -~ Corporate Social Responsibility) je
koncept u okviru koga kompanije integriSu u svoje poslovanje i interakciju sa svim akterima
(stakeholders) drustvene i1 izazove vezane za prirodnu okolinu, na dobrovoljnoj osnovi.
Drustveno odgovorno poslovanje je od izuzetne vaznosti za sva preduzeca kojima je
poverenje jedan od kljucnih faktora poslovanja, jer ¢e vecina partnera ve¢ u samom pocetku
poslovati sa preduze¢ima koja primenjuju koncept drusStveno odgovornog poslovanja i koja se
odnose odgovorno prema zajednici u kojoj kompanija posluje, Zivotnoj sredini i, pre svega,
svojim zaposlenima kao osnovnom stubu drustveno odgovornog poslovanja. Drustveno
odgovorno poslovanje je jedan od najsigurnijih na¢ina poslovanja u savremenom poslovnom
svetu i stvaranja pozitivnog imidza, koji neretko predstavlja granicu izmedu uspes$nog i
neuspesnog  poslovanja 1 Sirenja na Zeljena  trziSta. Jednostavnije  refeno, od
preduzeda/institucije/organizacije se ocekuje da bude odgovorna prema drustvu, odnosno
zajednici u kojoj radi. DruStveno odgovorno poslovanje kompanija u sustini pociva na Cetiri
stuba, to jest, prema:

- zaposlenima (usvajanje politike i prakse koje se odnose na brigu o zaposlenima i
njihovom radnom okruZenju);

- drustvenoj zajednici (aktivnosti vezane za razvoj zajednice Cine nevidljivi aspekt
drustveno odgovornog poslovanja kompanija);

- trziStu (odgovoran odnos prema akcionarima, investitorima, dobavljaima i
potroSacima) i

- zaStiti zivotne sredine (ukljucivanje principa ekoloske odrzivosti u svakodnevno
poslovanje kompanija).

Primena drustvene odgovornosti u poslovanju hotelijerstva Srbije

DosadaSnja istraZivanja i praksa potvrduju da su ona preduzeca koja su primenila
nacela druStvene odgovornosti u svojoj poslovnoj filozofiji, sposobna da ostvare bolje
rezultate 1 obezbede stabilniji 1 dugoroc¢niji rast. Srbija ima realne Sanse da perspektivno
razvija turizam, a u njegovim okvirima i hotelijerstvo kao vaznu komponentu. Takva ocena
zasnovana je na prirodnim i antropogenim resursima kojima Srbija raspolaze, a koji ukljucuju
1 ljudske resurse kao element usluga, zatim na dostignutom razvoju u kome je steceno
znacajno iskustvo 1 na brojnim drugim komponentama. Potrebne su i odredene pretpostavke,
naroCito u privredno-pravnom 1 upravljacko-organizacionom pogledu koje bi stvorile
pogodan ambijent za dalja ulaganja u hotelijerstvo 1 ukupan turizam i za njihov buduci
razvoj. Takva ulaganja trebalo bi da obuhvate direktne investicije u hotelijerske i druge
turistiCke objekte, ali 1 ulaganja u znanje 1 stalnu edukaciju ve¢ zaposlenih radnika, zatim u
istrazivacko-razvojne  projekte, u poslovna povezivanja preduzeca, organizovanje
marketinSke aktivnosti preduzeca, organizacija 1 destinacija, kao 1 u druge domene, kroz
koje ¢e se maksimizirati orijentacija na inostrane 1 domace potroSace i njihove buduce
zahteve,
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Ovaj koncept koji se sve vise Siri svetom, dospeo je i u Srbiju. To potvrduje sve veéi
broj primera o racionalnoj potrosnji energije, vode, brizi o otpadu i manjem zagadenju Zivotne
sredine.

Ekoloska svest kao osnova odrzivog razvoja

Ekoloska svest je nastala kao rezultat izrazene ekoloske krize koja se ispoljila
tokom 70-ih godina. Iako su vremenom preduzete znacajne mere za smanjenje ckoloske
neravnoteze, potreba za izgradivanjem i podizanjem nivoa eckoloske svesti i dalje dobija
na aktuelnosti. EkoloSku svest Cine predstave, nacini ponasanja, motivi delovanja, Zelje i
o&ekivanja koja se odnose na ¢ovekovu prirodnu sredinu (Vukovi¢ i Strbac, 2010). Osnovno
polaziSte koncepta aktivne zaStite zivotne sredine, jeste da se Zivotna sredina mora
zaStititi 1 unaprediti u celini. ZaStitom zivotne sredine moraju biti obuhvaceni svi njeni
elementi, bez obzira Sto zaStita pojedinih segmenata zahteva posebne pristupe i naucne
poduhvate. U vezi sa tim, potrebno je uvek i svuda voditi raCuna o sloZenosti ekoloskih
odnosa i procesa. Ideja i zamisao odrzivog razvoja zastite Zivotne sredine oslanja se na niz
principa medu kojima su: predostroznost, predvidanje rizika, spreavanje uzroka, novo
vrednovanje zivotne sredine, promena nafina ponaSanja i potroSnje, uspostavljanje
potrebnih demografskih institucija i procesa (Jensen, 1996).

Medunarodna putovanja su, u poslednjih 25 godina, porasla za vise od 500%
(World Travel and Tourism Councila, 2000). Na turistickim putovanjima izvan domicilne
zemlje, turisti su 2000. godine potro$ili 476 milijardi ameri¢kih dolara. Medutim, podaci
pokazuju i sve vecu zabrinutost, kako onih koji putuju poslovno, tako i onih koji putuju
na odmor o Steti koju turizam nanosi Zivotnoj sredini.

Ekoloska svest predstavlja nacin Zivota koji poStuje i1 uskladuje sa prirodnim
zakonima kruzenja materije, troSenja energije 1 obnavljanja zivota, pri ¢emu podstic¢e na to da
se od prirode uzima samo onoliko koliko je potrebno za podmirivanjeobezbeCivanje osnovnih
ljudskih potreba.

Ekolosku svest ¢ine sledeéi elementi:

- ekoloska znanja,
- vrednovanje ekoloske situacije i
- ekolosko ponaSanje.

Ekoloska znanja predstavljaju osnovni element ekoloske svesti. EkoloSka saznanja se
odnose na poznavanje suStine odnosa u sistemu:¢ovek — tehnika — priroda.VVrednovanje
ekoloske situacije je determinisano aktuelnim sistemom vrednosti drustva ili druStvene grupe
u kojoj se formira i razvija ekoloska svest. Ekolosko ponasanje je bitan Kkonstitutivni
elemenat ekoloske svesti. Pod ekoloSkom sves¢u se ne podrazumeva samo odredeni nivo
»svesti” pojedinca ili druStvene grupe, vec¢ i njihova prakti¢na, konkretna individualna ili
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drustvena delovanja s ciljem da se postavljeni ekoloski problemi razreSe (Peri¢ i
Kostadinovi¢, 2003: 83).

Ekoloski menadzment u hotelijerstvu

Ekoloski menadzment u hotelijerstvu definiSe se kao niz poslovnih aktivnosti
upravljanja hotelskim preduze¢em zasnovan na savremenim principima 1 efikasnosti u
razli¢itim Zivotnim aspektima, a u skladu sa odrzivim razvojem, odnosno upravljanje
zaStitom Zzivotne sredine, briga o ekonomskim i socijalnim aspektima u odnosu na prirodne
resurse, intervencije u prirodi i posledicama ljudskog ponasanja (Lax, 2002).

Ekoloski menadzment u hotelijerstvu zahteva poslovnu orijentaciju kontinuiranog i
aktivnog pozicioniranja na trziStu, odgovornost i delovanje u oblasti obrazovanja, razvoj
proizvoda i usluga i stalnu privrZzenost zdravoj zivotnoj sredini kao svoju konkurentsku
prednost. Potrebno je vrSiti kontinuirano ocenjivanje, postavljanje ciljeva 1 strategija,
primenjivati akcione planove kontinuiranog pracenja i intenzivne komunikacije sa svim
ukljuenim stranama, stalne evaluacije itd.

2. EKSPERIMENTALNI DEO

Oblast istrazivanja

Oblast obavljenog istraZivanja je istocna Srbija, tac¢nije Borski 1 Zajecarski okrug.
Ovaj region poznat je po brojnim arheoloSkim nalaziStima iz antickog doba 1 prirodnim
lepotama. Ispitivanjem je obuhvacen 41 hotelski objekat u ova dva okruga.

U blizini Bora se nalazi ve¢i broj zanimljivih turistickih centara. Pored Zlotskih pec¢ina
1 Brestovacke banje, istiCu se i planine Crni Vrh i1 Stol, loviSte ,,Dubasnica”, omladinsko
odmaraliSte ,,Savaca”. Ovi centri dobro su saobrac¢ajno povezani sa Borom i nude raznovrsne
turisticke 1 rekreativne sadrZaje: lovni i ribolovni turizam, planinski turizam. Na Crnom vrhu
nalaze se skijaski tereni i planinarski dom. Planina Rtanj je poznata po brojnim izvorima i
pe¢inama. Na ovom mestu spajaju se ruze vetrova sa Karpata, Jadranskog mora i severnih
ravnica. Poseban izazov predstavlja uspon ka vrhu Rtnja sa koga doseze pogled cak do usca
Save u Dunav.Felix Romuliana, blizu Zajecara, jedan je od najprezentativnijih i najslozenijih
spomenika rimske dvorske arhitekture 1 pod zastitom je UNESCO-a.

U kljucne turisticke proizvode ove oblasti spadaju: kruzna putovanja, specijalni
interesi, planine i jezera, zdravstveni turizam i ruralni turizam. Najvec¢i investicioni projekti
u narednom periodu su projekat Stara planina, projekat rehabilitacije banja, rehabilitacija
gradskih hotela, kao i projekti turisti¢ke infrastrukture i sadrzaja za upotpunjavanje slobodnog
vremena.

Opis istrazivanja

Cilj istrazivanja jeste ispitati ekoloSku dimenziju druStvene odgovornosti u
hotelijerstvu. Ispitivanje je sprovedeno putem anketnog upitnika, koji se sastojao od tri grupe
pitanja.
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Prvi deo upitnika obuhvata opste podatke o hotelu, naziv hotelskog preduzeca i
adresu, kao i strukturu hotelskih kapaciteta. Drugi deo upitnika se odnosi na politiku
preduzeca u oblasti ekoloske problematike. Dok su u tre¢em delu postavljena pitanja o socio -
demografskim karakteristikama ispitanika — pol, godine starosti, stepen obrazovanja i duzina
radnog staza.

3. REZULTATI ISTRAZIVANJA

U narednom delu, predstavljeni su odgovori ispitanika o politici preduzeéa u oblasti
ekoloske problematike. Ispitanici su odgovarali na pitanja zaokruzivanjem jednog od
ponudenih odgovora. Ovaj deo upitnika opisuje ekoloske probleme u preduzeéu/hotelu: npr.
da li postoji osoba odgovorna za zastitu Zivotne sredine i ekoloske probleme u hotelima i koja
je njena funkcija, kao i da li imaju neki od ekoloskih standarda ili standarda kvaliteta.

Na pitanje ,,Da i u preduzecu postoji osoba odgovorna za ekoloske probleme*,
najveci broj ispitanika je odgovorilo negativno. Medutim, znacajan je podatak da postoji 1
odredeni broj ljudi koji su ukljuCeni u ekolosku problematiku, kao S$to je menadzer. U
proseku, 75,61% ispitanika je odgovorilo da nemaju osobu odgovornu za ekoloske probleme
u hotelima (slika 1).

Ko je osoba odgovorna za zaftitu Iivetne sredine | ekololke
probleme u Vasem hotelu i koja je njena funkcija (ukoliko
postaji) ?

B Memaju takvu osobu

B Menadier
Recepcioner

B Domacica hotela

H Drugo

Slika 1. Struktura odgovora ispitanika na pitanje o osobi odgovornoj za zastitu zivotne sredine

Na pitanje: ,, Da li je ekoloska problematika deo politike preduzeca i da li je ukljucena
u sve strateSke dokumente“, najveci broj ispitanika je odgovorilo pozitivno (48,78%). U
proseku 39,02% ispitanika se ne slazu sa ovom konstatacijom (slika 2).
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Da li je ekolofka problematika deo poslovne politike Valeg
preduzeda i da li je ukljufena u sve stratefke dokumente?

mDa
H MNe
W Bez odgovora

Slika 2. Struktura odgovora ispitanika o postojanju ekoloske problematike kao deo

poslovne politike hotelskog preduzeca

Analizom pitanja: ,,dko je u preduzecu vise hotela, da i vode istu politiku za sve
hotele“, dobijeni su rezultati prikazani na slici 3.

Ako je u Vatem preduzedu vife hotela, da li vedite istu ekolofku
politiku za sve hotele?

mDa

H Me

¥ Preduzece ima samo jedan

hotel
M Bez odgovora

Slika 3. Ista ekoloska politika za sve hotele (ukoliko je u preduzecu vise hotela)

Odgovori na pitanje ,,Da li hoteli imaju neki od ekoloskih standarda i za koje
delatnosti? “, predstavljeni su naslici 4.
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Da li imate neki od ekolofkih standarda ili standarda

kvaliteta?
2 44% 244% W50 14001
B HACCP
150 9001

B Memamo nijedan uvedeni
standard

W Ber odgovora

Slika 4. Ekoloski standardi u analiziranim hotelima

Analiza dobijenih odgovora dovela je do neprijatnog iznenadenja da samo jedan, od
41 istrazivanjem obuhvacenih objekata, ima uveden medunarodni standard vezan za ekologiju
— ISO 14001. Standard HACCP ima 56,10% hotela, 21,95% ima standard ISO 9001, dok
17,07% hotela nema nijedan standard.

4. ZAKLJUCAK

Zastita zivotne sredine je od suStinskog znacaja za kvalitet Zivota sadasnjih 1 buducih
generacija. U veku u kome prete klimatske promene, nedostatak energije i sve veéa
prisutnost zdravstvenih problema ljudi, sve je veca potreba za izgradnjom objekata koji su
postojani, Stede energiju, smanjuju otpad i1 zagadenje. Odrzivi razvoj i kvalitet su kljucni
zadaci turisticke privrede Srbije u narednom periodu. Trziste diktira trendove 1 promovise
nove oblike turizma - ckoturizam, ruralni turizam, istrazivacki i dr. Hotelijerske
kompanije moraju, ne samo da prate trendove u pogledu nastajanja novih oblika turizma,
ve¢ 1 da kroz stalnu analizu ponasanja potrosaca, projektuju njihove buduce potrebe, a sa tim
u skladu i svoju poslovnu strategiju. Hotelski proizvod nije viSe usluga koja se sastoji samo
od smestaja, hrane i1 neke pratece usluge. Menadzment hotela mora da razmiSlja u pravcu
inoviranja i razvoja novih sadrzaja koje hotel treba da ponudi.

Zahvalnost: Pripremljeno u okviru projekta OdrZivost identiteta Srba i nacionalnih
manjina u pograni¢nim opstinama istocne 1 jugoistocne Srbije (179013), koji se izvodi na
Univerzitetu u NiSu — MaSinski fakultet, a finansira ga Ministarstvo za nauku i tehnoloski
razvoj RS.

255



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

REFERENCE

[1] Holjevac A., Upravljanje kvalitetom u turizmu i hotelskoj industriji, Fakultet za
turisticki menadzment, Opatija, 2000.

[2] Kosar Lj. Globalizacija u hotelijerstvu — poslovna strategija budué¢nosti, Turizam (5)
(2001): 61-62.

[3] Stojanovi¢ V. Odrzivi razvoj turizma i zivotne sredine, Prirodno-matematicki fakultet,
Novi Sad, 2006

[4] Vukovi¢ M., Strbac N., Ekoloska svest kao osnova odrzivog razvoja, Ekoloski
menadzment, Tehnicki Fakultet u Boru, 2010.

[5] Nikoli¢ M., MenadZzment razvojnog procesa u hotelu — komplementarni segment
odrzivosti turistickih vrednosti, Turizam (10) (2006): 68-70.

256



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

MODELLING OF SPATIAL VARIATIONS IN SURFACE WATER
QUALITY

Danijela Voza, Milovan Vukovié, Milica Arsi¢
University of Belgrade, Technical faculty in Bor, Serbia

Abstract: The most acceptable environmental and water decisions about establishing typical
development scenarios is difficult to bring without careful monitoring, prediction and analysis
of water quality of river flows. A well-planned and implemented a monitoring system is
needed to signal, control or predict changes and trends in the water bodies quality. On that
basis, preventive measures for restoring and maintaining the balance of this ecosystems could
be maintained. Although, many countries have established regular monitoring systems that
provide large analytical data sets available to different users, there is still lack of a
comprehensive studies which examines all aspects of river flows and take into account all
possible information from raw data sets.

The objective of this research is to apply multivariate techniques in order to determine spatial
changes of surface water quality and identify the most significant pollution sources on the
Morava river system example.

Keywords: Morava river, surface water, multivariate statistical techniques, monitoring,
pollution

1. INTRODUCTION

Since rivers constitute the main inland water resources for domestic, industrial and
irrigation purposes, it is our primary task to prevent and control river pollution as well as to
ensure reliable information on water quality for effective management [1]. Rivers have
important multi-usage components, such as sources of drinking water, the irrigation, fishery
and energy production [2]. Almost every sector of economy, including agriculture, industry,
transportation and public water supplies, depends on this water body.

The European Union significantly contributes to the protection and preservation of
water resources and environment, considering them as the base of sustainable development in
the 21st century. Hence, the EU has decided not to leave such an important issue to
independent decision making by individual countries within the Union, but to make a unique
and coherent strategy for the environment protection and water management. In order to solve
this problem, in 2000 the EU established the Water Framework Directive, which requires
mutual action of the Member States regarding the protection, restoration and improvement of
water bodies [3]. However, significant and positive issues in this regard have not been
achieved yet. Huge amounts of industrial, domestic sewage and agricultural waste still end up
in rivers and lakes preventing thus the balance of these ecosystems.

Water quality monitoring is one of the most important aspects of the overall water
quality management [4]. In order to solve the problems caused by collinearity between quality
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parameters during the water quality analysis, researchers have conventionally used two
statistical techniques: excluding some of the most intercorrelated variables or summarizing
the variation of several explanatory variables into composite variables using, for example,
principal components analysis [5]. Multivariate analysis techniques help in reducing the
complexity of a large-scale data sets

The aim of this article is to reduce complex data set obtained by eight-year monitoring
of water quality parameters from locations along Morava — the major river system in Serbia.
Also, the aim of this study is to confirm the utility of two different multivariate statistical
techniques (CA, DA) in order to determine spatial variations in the water quality data matrix.

2. EXPERIMENTAL

The subject of this study is Morava River System. This river system consists of South
Morava, West Morava and Great Morava rivers and their tributaries. The significance of this
river system water quality evaluation is particularly supported by the fact that the Great
Morava River belongs to the Danube River basin, the second largest river in Europe.
Therefore, monitoring and the effective management of water from the river system is
becoming a matter of international importance [4]. Monitoring was carried out monthly, from
2005 — 2012 at 14 measuring points presented at figure 1.

X \
vac (S. Morava) o ‘
it guiond It = 3%

Han (5. Morava) | 3

(S. Morava) ‘24 1
(S. Morava) /s

5. Mojsije (S. Morava) [ ° & o g/

6. Gugaljski Most (W. Morava) . o1

7. Kratovska Stena (W, Moraya)

8. Kraljevo (W. Morava)

9. Jasika (W. Morava)

10. Maskare (W. Morava)

11. Varvarin (G. Morava)

12. Bagrdan (G. Morava)

13. Trnovée (G. Morava)

14, Ljubitevski Most (G. Morava)

e

Figure 2. Study area and surface water quality monitoring stations (listed 1-14) in the Morava
River System.
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Table 1. Water quality parameters associated with their abbreviations and units used in this
study

Parameter Abbreviation Unit
Water temperature WT °C
Suspended solids SS mg/l
Dissolved oxygen DO mg/l
Total hardness (as CaCO3) TH mg/l
pH pH pH units
Electrical conductivity EC puS/cm
Nitrate NO, mg/l
Total nitrogen TN mg/l
Orthophosphate-phosphorus PO, mg/l
Total phosphorus TP mg/l
Dissolved silicates SiO, SiO, mg/l
Sodium Na mg/l
Potassium K mg/I
Calcium Ca mg/I
Magnesium Mg mg/l
Chloride Cr mg/I
Sulphate SO, mg/I
5-days biochemical oxygen demand BOD mg/I

Eighteen physio — chemical parameters (Table 1) was monitored on each station were
used for this analysis. These datasets are part of the database kept by the Republic
Hydrometeorological Service of Serbia.

Results and discussion

In order to detect similar groups between the monitoring stations, the spatial CA was
used. As a result, the following dendrogram (Fig. 2) was obtained, according to which 14
sampling sites were grouped into three statistically significant clusters.

Monitoring sites corresponded to the cluster 1, are mostly located near the confluence
of the West and the South Morava into the Great Morava River. This region is one of the most
industrially developed and densely populated regions of Serbia. There is a great number of
towns and settlements nearby: Varvarin, Cicevac, Krusevac, Trstenik, Cuprija and Paracin.
The fertile valley of the Morava land led to the intensive agricultural activities. Also, a great
number of landfills situated on the river banks, undoubtedly affect the water quality.
According to the pollution level, Aleksinac, Bagrdan and Ljubicevski Most, although
dislocated are linked with the above mentioned monitoring sites belonging to the cluster. The
water quality on the Bagrdan sampling station is largely determined by the vicinity of the
Jagodina city, while Ljubicevski Most station is polluted mostly from Pozarevac and
Smederevska Palanka cities. The South Morava River near the town of Aleksinac is exposed
to the impact of a numerous point and non -point pollution sources (settlements, mines, farms,
industrial wastewater, landfills). This cluster corresponds to relatively moderate pollution
(MP).
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Figure 2. Dendrogram of the cluster analysis for sampling stations according to surface water
quality parameters of the Morava River System

In cluster 2, five monitoring stations are integrated: Gugaljski Most, Kraljevo,
Kratovska Stena, Grdelica and Trnovce. These stations correspond to relatively less polluted
(LP) sites. Water quality of this region is on a higher level, mainly because of the self-
purification and assimilative capacity of the river, but also because of the new pollution
substances inflow reduction.

Measuring station that stands out from others is Ristovac, which presents the third
cluster designated as high polluted (HP). Ristovac is the entry profile of the South Morava
River. In Table 2, it can be seen that the concentration of all monitored pollutants was
significantly higher at this measuring station in comparison to others. The analysis of the
pollution agents of the South Morava River at this profile indicates the presence of a possible
pollution source — the factory of cellulose and paper. The important information is that the
factory takes the water required for the cardboard production directly from the South Morava
River and after the finished technological process waste water flow of 234 m*/h is discharged
directly into the river [6]. The spatial discriminant analysis (DA) was conducted with the raw
data set consisting of eighteen parameters, after being grouped into three categories of LP,
MP and HP sites as obtained through CA. The site groups were dependent variables, while all
measured water quality parameters were independent variables. The objective of the spatial
DA was to determine the most significant variables associated with the difference between
clustered monitoring regions.
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In Tables 6 and 7 are displayed discriminant functions (DFs) and classification
matrices (CMs) as results of the standard, forward stepwise and backward stepwise mode of
the spatial DA.

Parameters Standard mode Forward stepwise mode Backward stepwise mode
LP MP HP LP MP HP LP MP HP
coeff. coeff. coeff. coeff. coeff. coeff. coeff. coeff. coeff.

WT 0.227 0.268 -0.031 0.128 0.174 -0.144
SS -0.029 -0.033 -0.037 -0.018 -0.023 -0.026
DO 0.430 0.188 0.133 0.660 0.432 0.345
TH -0.104 -0.115 -0.087
pH 122,994 | 123.667 | 115.476 | 118.792 | 119.409 | 111.229 | 102.810 | 102.559 94.666
EC -0.183 -0.202 -0.132 -0.181 -0.201 -0.128 -0.013 -0.024 0.020
NO, -1.993 -2.079 -0.246 0.515 0.365 2.469
TN 7.554 7.509 7.906
PO, 130.503 | 132.528 96.218 | 132.580 | 134.377 98.787
TP 71.357 70.554 87.622 72.386 71.891 88.124
SiO, 0.243 0.283 0.588 0.195 0.231 0.545
Na 0.105 0.148 0.209 0.089 0.132 0.194
K 0.114 0.018 1.046 -0.182 -0.282 0.746 0.974 0.958 1.896
Ca 0.987 1.043 0.770 0.856 0.894 0.667
Mg 0.711 0.638 0.515 0.459 0.354 0.313
CI 0.052 0.112 0.216 0.221 0.279 0.397
SO, -0.086 -0.107 -0.087 -0.065 -0.086 -0.065
BOD 3.400 3.990 3.623 2.701 3.260 2.956
Constant | -521.433 | -520.772 | -490.433 | -503.273 | -502.521 | -471.030 | -423.776 | -418.448 | -384.026

Table 6. Classification functions and their coefficients for the spatial DA

The standard mode constructed DFs using eighteen parameters (Table 6) assigning
almost 82.6% cases correctly (Table 7). The next step in the form of forward stepwise mode
of DA included sixteen water quality parameters (Table 6) of the total number, with correct
assignations of 82.2% (Table 7). Backward stepwise mode DA gave CMs with 78.9% correct
assignations using only three discriminating parameters (Tables 6 and 7). The DA shows that
there are significant differences between three clustered regions (LP, MP and HP), which are
expressed in terms of the PH value, electrical conductivity and potassium. Hence, the spatial
DA rendered a considerable data reduction.
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Table 7 - Discriminant matrix for the spatial DA

Monitoring regions % Correct Regions assigned by DA
LP MP HP

Standard DA mode

LP 92.8 206 14 2
MP 44.8 32 26 0
HP 78.9 4 0 15
Total 82.6 242 40 17
Forward stepwise DA mode

LP 92.7 306 18 6
MP 42.0 47 34 0
HP 72.7 6 0 16
Total 82.2 359 52 22
Backward stepwise DA mode

LP 96.2 358 9 5
MP 13.3 78 12 0
HP 59.3 11 0 16
Total 78.9 447 21 21

3. CONCLUSIONS

In this study, cluster analysis and discriminant analysis were implemented in order to
evaluate spatial water quality changes and data reduction. The cluster analysis has found
spatial similarities in monitoring station variations across the river system, reducing the
number of sampling locations to three groups with similar water quality characteristics.
Obtained clusters could be divided into groups with low, moderate and high pollution level.
The spatial water quality changes were further evaluated by the discriminant analysis, which
rendered very good results in the data reduction. For clustered groups of monitoring sites, the
DA used only three (pH value, electrical conductivity and potassium) of eighteen parameters
affording more than 78% correct assignations.

This study proves the utility of multivariate statistical methods, the cluster analysis
(CA), and the discriminant analysis (DA), for the analyses and interpretations of the complex
water quality data sets. Extracted spatial grouping and data reduction can be used for creating
a future, optimal sampling strategy, which could lower the corresponding costs.
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INFLUENCE OF ORGANIZATIONAL JUSTICE ON EMPLOYEE
TURNOVER INTENTION AMONG NIGERIAN EMPLOYEES

Salisu Umar
Ahmadu Bello University, Faculty of Administration, Zaria, Nigeria.

Abstract: The organizational justice is an important area of human resource researchers and
practitioners. Increasing recognition of the importance of human resources in enhancing
organizational performance, as a result of globalization coupled with wider concerns about
reputation and competitions have made the issue of organizational justice highly relevant to
researchers and those managing organizations. This study is a response to the call for more
study in the developing countries and non-western culturally based societies. Employees
turnover is now a cardinal issue in most Nigerian organizations. Employee turnover intention
in is greater than normal in Nigeria and therefore serves as a key threat to the existence of
most organizations. The study aimed to investigate the influence of organizational justice on
turnover intention. This study operationalized organizational justice in terms of three
dimensions: (procedural, distributive and interpersonal justice) and employees intention to
leave their organizations as uni-dimensional construct. Cross sectional survey method was
used, in collecting data from the sample. Data was collected from 267 MBA (employees)
students. Regression and correlation analysis were conducted to test the hypotheses (based on
confirmatory factor analysis). The findings revealed that both procedural and distributive
justice has more significant influence on employee turnover intention in Nigeria, but
interpersonal justice no significant influence on turnover intention.

Keywords: Procedural, distributive, interpersonal justice and turnover intention.
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TECHNOLOGY AS BASIC INITIATOR IN DEVELOPMENT OF
CYBER CULTURE

Marijan Stevanovski', Marjan Mladenovski®

IMIT University Skopje, “Euro College Kumanovo, Macedonia

Abstract: Human understanding of technology is changing constantly. The changes that
occur in the area of information technology and biological cause drastic changes in the
structure and meaning of modern society and culture. These include research and glorify
wider areas of human life directly related to the understanding of human society in terms of
biology, language, history and culture.

Our paper presents an analysis of the social cultural aspects involving new technologies. With
properly performed analysis creates opportunities for proposing new contextual content and
steps in the direction of determining the anthropological cyber space in the development of
cyber culture.

The observation and study of Cyber culture is observing cultural constructions that are based
on new technologies and acting on their shape. Based on the study starts from the knowledge
that each technology is a cultural invention because it creates and transforms the world. It
appears in the appropriate culture conditions and act on the creation of new ones. Science and
technology are critical to creating a culture in today's environment.

Keywords: anthropology, cyber culture, advanced technology, modern society, social aspect.

1. INTRODUCTION

The development of social sciences changes the conventional understanding of cyber
culture under which technology is viewed as a set of tools and machines that humans use to
improve their lifestyle in order to achieve adequate levels of wellbeing. Rapid changes in
technology in modern conditions follow cyber culture. Culture gradually digitized. The
process is effective and extensive in the future may unsurprisingly term digital culture to be a
tautology. A characteristic aspect of technological change is changing human environment.
The technology is a prerequisite for human existence. Technology causes contradictions: a
man with her help it smart; the man with her assistance destructive.

Historically, the speed of technology development is evident and crucial component.
The first million years, changes in the use of technological means humans did not record a
corresponding development. In the last twenty or thirty thousand years begins development.
In modern times, technology is developing very quickly with particular growth in the last
hundred years. The development is exponential because grows in proportion to its size.[5]

While technological development is expressed through technological breakthroughs
such as nuclear energy, industrial production, reduction of reserves of energy demand and
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renewable energy sources self-sustaining etc.; the most striking development is the process of
change taking place in mediums, particularly digital. This process is manifested through:
Internet, computers, mobile phones and other devices which use the current way some time
ago was unthinkable.

If you look at the development of technology we will notice that her breakthrough is
made in accordance with the time periods in which man exists, his perception of technological
change and education. Should modern means of communication move in the Middle Ages,
the man would hardly have accepted much harder would use. Because technological change is
the main driver of cyber culture and adaptation of man to the means and manner of their use.

Cyber culture includes development of new technologies mainly expressed in two
sections:

e Information technology and artificial intelligence,
e Biotechnology.

Development of information technology and artificial intelligence create space for the
development of social cultural structures while biotechnology development bio socially.[1]

2. DEFINITION OF CYBER SOCIETY

The term cyber first used in 1834 when the French physicist Andre Merrie Ampere
(1775-1836), defined as the science of governance system of human knowledge. The modern
use of the term cybernetics starts since the Second World War when Norbert Wiener in the
research of technological mechanisms in his book "Cybernetics, or control and
communication in the animal and machine”, published in 1948 stands out as a clue. He as a
rocket scientist engaged in research in response to rockets or electronic components that are
responsible for the trajectory in the direction flying. It concluded that the turning direction is
the key mechanism for all living creatures ranging from the simplest to the most complex and
studying the reaction of changing the environment. In his book Cybernetics term defined as a
combination of human and electronics.

In 1956 in Dartmouth College in Vermont was held conference on artificial
intelligence, Dartmouth Artificial Intelligence conference. The conference was attended by
many scientists that his hearing is based on the then-new theme, artificial intelligence. It
determined that the power of computers doubles every 18 months and it is moving in the
direction of their transformation into intelligent machines.

The term cyber space is defined in the literary direction of cyber punk who elaborate
author Willem Gibson novel Neuromanser (1984). Cyber Punk is a subgenre within the
science fiction through which the late 80s of the last century performed integration of science
fiction and globalization in society, techno rebel positions and vision of human experience in
a culture dominated by technology, media and information.

The term cyber enjoying a mass at the end of the 20th century with the emergence of
the Internet and the creation of user friendly environment. He completely exposed after 1995
mass using the World Wide Web quickly mass with various phrases such as cyber identity,
cyberspace, cyber time, cyber community, cyber art, etc.
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The basic assumption on which it is based cyber culture is linked with social features.
The foundation is the free exchange of information. The emergence of the Internet and
digitalization daily in all areas of human life leading to new forms of social activities and
fields of action particularly in the area of cyber culture. These areas of observation divergent
starting from the use of the Internet through its forms of access, communications and media
from political and ideological impact that the use provided.

There more definition of the term cyber culture, some of which describes settings of
cyber culture, basic their numerous aspects and features through new branch of study society
known as cyber culture studies (studies of cyber culture).

Therefore pass can be divided into multiple meanings and how: new form of culture;
speech culture which is produced by its participants and creators.[3] Many cyber culture often
equated with the term digital culture, internet culture, virtual culture, cyber culture and so on.
All these terms actually describe the environment in which communication is carried out and
before the exchange of information. Of course, this process has the greatest significance
Internet as a global communications medium.[4]

Cyber culture as a relatively new crop is about other cultures taking the forms in
symbolic connotations and pragmatic dimension. Cyber culture not revolutionizing
dichotomies that are characteristic of cyber identity but contributes to greater freedom, more
challenging and above all the free time that is based on domestic Internet world environment
through which individuals easily join in the process of social production creating
differentiation between private and public.

3. THE RATIO OF COMMUNICATION TO THE COMMUNITY

Understanding the phenomenon of cyber culture is directly related to the
communication. Communication itself includes any mode of interpersonal communication or
any way of communicating with the machine program, the virtual entity. The exchange of
information includes a multimedia (picture, text, sound, video), which provides virtually
complete information exchange. Communicating and exchanging INFORMATION is free
and fair. People come into contact with each other and created through social communities /
networks. Observed limits based stems from political idealization of the technology
community.[6] Cyber culture is seen as a form of social solidarity dominated: intercultural,
tolerance and the elimination of any kind in any marginalization features (full, gender, ethnic,
class, age).

Digital social communities represent a form of social organization in which every
individual can take part regardless of their previous experience. These communities built on
media access, create Internet services topography and space that represents the very real
reality. Participating in virtual reality means "concentration personality hyper potential one
point."[2] Communication is alienating but has components presence creating the illusion of
infinite symbolism which is produced by the presence.

Sectors in the field of culture must understand the changes regarding the new context of
convergence and use of digital networks that redefine goals. Information of public interest always
contribute to the development of creativity in which creators use existing material to create a new
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creative dimension. Through this are initiate conclusion that cultural heritage and above all
contained knowledge it is an important resource that an incentive to creativity of society.

The participation of users through digital communication is a real challenge for the
cultural sector must abstract possibilities set changes. Cultural content in modern conditions
are available on various platforms: blogs, social networks and multimedia collections and
portals. These structures provide greater access to information and the creation of new
modern forms of communication and exchange of information.

"When you are in the jungle of billions of documents, the question is whether anyone
will notice information set?. To read you need to be visible".[2] Prevails fact that although
some information is available on the Internet does not mean that it is visible and accessible to
users. Although there are search engines that are sophisticated and rapidly access the required
information there is a real possibility it never nobody asked for or received. Here as most
exact form using portals that appear starting to use their mid-90s of the last century until
today have great importance in the development of cyber culture. They are connectors and
hubs that are connected with many other websites and therefore are much more visible than
regular web pages that are connected to each other with very little features and content.

4. CYBER CULTURE AND NEW REALITIES

Digital technology is causing changes not only occur in communication between
individual but also in the field of social communication. These elements are differently if we
take into account the process of their interpretation, reality is something real, palpable
difference of digital which is imaginary. Considered from this aspect of cyber culture and its
forms categorically observed represent a supplement to reality and its recharge. Very often
found considerations which actually represents a digital copy of the real, human. Indeed this is
so given the fact that many cyber forms actually resemble the existing social structures and
relationships that are established in this environment. Example: email resembles actual mail
being conducted with paper, virtual cities resemble real ones digital communication usually
takes place over the internet resembles real even there are rules of conduct called net etiquette.

This connection can be harmful. They ask a series of questions that logically arise
from the great similarity of the virtual with the real. Another problem raises issues: whether
elements of cyber culture represent simplified download the simplified forms of human real
life?; whether the communication and exchange of information has drawbacks in terms of real
communication ?; whether the medium that serves for the exchange of information affects the
quality of information but sometimes with elements of degradation ?.

Through digital communications approach towards large quantity of information and
knowledge determines the form of use and relevance to them. The effect is achieved through a
process of media development and network components that are implemented and
communication habits of users who constantly find themselves in a dialectical relationship.
Reception, receiving information defining the essential component of digital communication
defining quality information. The way of presenting the information dictates the degree of
knowledge that is offered and what is achieved by using the same.

In relation to the copying of reality in virtual reality it is impossible to give an answer
because the complexity of the issue and that conception is that relationship. Embryonic stage
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does not offer many opportunities through which they can provide appropriate responses for
the content of the complexity of the environment of the real and digital. Anyway digital
communication eliminates physical barriers to access and use of information by becoming an
integral part of the human environment.

Thinking that digital forms of communication adversely affect the quality of human
communication can be observed in terms of personal aspirations, intentions and decisions.
Really hours may hold the digital device without taking account of its obligations, friends,
socializing etc. however this does not mean that technology is contrary to. Its use depends on
the man, his affinity, needs and opportunities. If deeper into this topic open other issues in
order to: ethics, equity in the digital community, how it functions, the behavior and so on.

Cyber culture is directly related to the cyber space. One uses resources much a part
life through which eases his way of functioning. Appearance of e-banking only facilitates the
process of human functioning allowing new spaces for action. There are still barriers that limit
the maximum process using digital. Used additional technical devices in order to experience
3D space, using additional technical devices in order to use the virtual environment is still in
the process of work is anachronous flat screen etc.

5. SITUATION IN REPUBLIC OF MACEDONIA
Cyber culture deeply into all spheres of human life and functioning in Republic shall

Macedonia. There are trends that are targeted to take full advantage of Internet resources as
part of cyber culture. For the above are the statistics.
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Table 1[8]
in %

Type of settlement

Total yp

urban other
Households, total 100.0 | 100.0 100.0
Internet access at home:
Have access at home 68.3 70.0 65.7
Don't have access at home 31.4 29.6 34.2
Don't know 0.3 0.4 0.1
Device for Internet access at home:
Desktop computer 54.2 53.3 55.7
Portable computer 27.8 34.0 18.2
Other mobile device (mobile phone or smart phone, media player, etc.) 18.9 19.8 175
TV connected to the Internet (smart TV) 2.6 2.9 2.1
Games console 0.7 0.9 0.3
Type of the Internet connection at home:
Broadband connection (fixed or mobile) 67.7 69.7 64.7
Fixed broadband connection (e.g. xDSL, ADSL, cable, optic fibre, satellite, | 66.6 68.8 63.1
public WiFi)
Mobile broadband connection via mobile phone network, at least 3G (e.g. | 9.0 8.9 9.2
UMTS)
Mobile narrowband conn.less then 3G (e.g. 2G+/GPRS), used by mobile | 5.2 4.1 6.8
phone/smart phone or modem in laptop
Reasons for not having Internet at home
Households that do not have Internet access 100.0 100.0 100.0
Have access elsewhere 4.8 55 3.9
Don't need 59.7 64.6 53.1
Equipment costs too high 27.5 20.5 36.8
Access costs too high 24.1 16.0 35.1
Lack of skills 50.5 50.4 50.7
Privacy and security concerns 0.7 0.3 1.3
Don't have access in their area 0.2 0.3 -
Other 6.4 7.2 5.3
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Table 2[8]
in %

Used the Internet (ever to have used) 100.0
Period of order/purchase via Internet

In the last 3 months 10.3
Between 3 months and a year ago 4.9
More than a year ago 2.8
Never ordered/bought 82.0
Ordered/bought goods or services via Internet (ever to have used) 18.0
Ordered/bought goods or services via Internet in the last 12 months 15.2
Ordered via Internet in the last 12 months 100.0
Good/services ordered via Internet in the last 12 months:

Food/ groceries 4.4
Household goods 6.9
Medicine, medication 5.6
Film/music 4.3
Books/magazines/e-books 6.7
e-learning materials 5.1
Clothes, sports goods 48.5
Video games, other computer software and software upgrades 5.2
Computer hardware 3.0
Electronic equipment (incl. cameras) 9.9
Telecommunication services (e.g. TV, internet subscriptions, fixed or mobile 33
phone subscriptions, etc.) '
Share purchases, insurance policies and other financial services -
Holiday accommodation 6.7
Other travel arrangements 2.9
Tickets for events 3.0
Other 26.1
Buying or ordering goods or services by country of origin/residence of the

seller

National sellers 35.7
Sellers from other EU countries 41.9
Sellers from the rest of the world 41.6
Payment methods used for e-commerce in the last 12 months

Provided credit or debit card details over the Internet 60.3
Provided pre-paid card or prepaid account details over the Internet 10.0
Electronic bank transfer via Internet banking 10.7
Payment not via Internet (in cash, via ordinary bank transfer etc) 26.3
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According to the data of the State Statistical Office, in the first quarter of 2014, 68.3%
of the households had access to the Internet at home, which is 3.3 percentage points more in
comparison with the same period in 2013. Participation of the households with broadband
connection in the total number of households increased from 65.0% in 2013 to 67.7% in 2014.

Almost all (99.1%) of the households with Internet access had broadband (fixed or

mobile) connection to the Internet.

In the first quarter of 2014, 67.6% of the total population aged 15-74 used a computer,
while 68.1% used the Internet. Internet was most used by pupils and students, i.e. 96.3%.
55.2% of the Internet users in the first quarter of 2014 used a mobile phone or a smart phone
for accessing the Internet away from home or work.
Also the condition is progressive in terms of business sector presented in Table 3.[8]

Table 3[8]

in %

Enterprises according to the number of

Total
employees

(10+) (10-49) | (50-249) | (250+)
Enterprises, total 100.0 100.0 100.0 100.0
Enterprises with computer 94.6 93.9 98.3 99.0
Enterprises with Internet access 93.1 92.1 98.3 99.0
- via fixed broadband connection (DSL, cable, fiber | 92.1 90.9 98.1 99.0
optics or other technology)
- via mobile telephone network (broadband or other | 59.3 57.1 68.2 80.2
mobile connection)
Broadband connection (fixed or mobile) 93.1 92.0 98.3 99.0
Provide to the persons employed portable devices that | 60.7 58.5 69.3 81.8
allow a mobile connection to the Internet for business
use
Have a web site or a homepage 53.2 49.8 66.2 88.5
- enterprise's website providing online ordering, | 12.4 12.2 13.7 11.8
reservation
Used social media (but not only for paid advertise) 36.8 37.0 34.5 44.6
Have bought a Cloud computing service used over the | 11.9 11.8 11.7 154
Internet
Have ERP software package to share information 21.6 18.6 30.9 61.1
Have CRM software for managing information about | 20.0 18.3 25.3 43.2
its clients
Have CRM to analyse information about clients for | 16.4 14.9 21.8 34.9

marketing purposes
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Continuation of Table 3 from previous page[8]

Electronic Data Interchange in a format that allowed its | 40.9 37.9 53.5 66.7
automatic processing (EDI-type messages)

- EDI-type messages for payment instructions to | 29.4 27.3 39.6 40.4
financial institutions

- send / receive EDI-type messages for data to/from | 37.4 34.4 50.6 58.6
public authorities
Share  supply chain  management information | 13.6 13.0 14.6 26.2
electronically with suppliers or customers
- via websites or web portals 10.3 10.2 10.0 131
- via electronic transmission suitable for automated | 5.7 5.0 75 18.6
processing (e.g. EDI-type systems, XML, EDIFACT, etc.)
Sent e-Invoices, 2013 26.3 25.3 30.9 314
- sent e-Invoices in a standard structure suitable for | 6.2 5.8 8.5 7.7

automatic processing (e.g. EDI, UBL, XML)

- sent e-Invoices, not suitable for automatic processing | 25.7 24.9 29.6 28.8
(e.g. PDF)
Received e-Invoices in a standard structure suitable for | 12.6 12.0 15.8 11.3

automatic processing, 2013

Sent or received e-Invoices in a standard structure suitable | 13.9 134 16.8 14.7
for automated processing, 2013
Usage of Radio Frequency Identification technologies | 15.2 121 26.5 51.6
(RFID)

RFID for person identification or access control 12.7 9.5 245 47.0

RFID for monitoring and control of industrial production | 5.5 4.5 9.1 17.9
and service delivery process

RFID for product identification after the production | 4.6 3.9 6.7 13.3
process (theft control, counterfeiting, etc.)
Enterprise employed ICT specialists 13.7 9.9 26.3 63.3
Have provided training to develop ICT skills of personnel, | 13.7 11.2 215 48.2
2013

- for ICT specialists 5.4 4.1 8.2 31.0

- for other persons employed 12.1 9.8 19.8 41.8
Have recruited or tried to recruit ICT specialists, 2013 5.1 4.1 8.1 20.1
Had hard-to-fill vacancies for ICT specialists, 2013 1.9 1.7 3.1 2.3
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According to the data of the State Statistical Office of the Republic of Macedonia, in
January 2014, 93.1% of the enterprises with 10 or more employees had broadband connection
to the Internet (via fixed or mobile broadband connection). Access to the Internet via a mobile
connection (broadband or other mobile connection) was used by 59.3% of the enterprises.

60.7% of the enterprises provided to their employees portable devices that allow a
mobile connection to the Internet for business use, but only 10% of the persons employed
were using these devices (e.g. notebook, laptop, smartphone, PDA phone).

Social Media (e.g. Facebook, LinkedIn, Twitter, Present.ly, YouTube, Flickr, Picassa,
Wiki-tools, etc.) were used (but not only for paid advertising) by 36.8% of the enterprises.
Cloud computing services used over the Internet were bought by 11.9% of the enterprises.
40.9% of enterprises were sending or receiving EDI-type messages in a format that allowed
their automatic processing (e.g. EDIElectronic Data Interchange, UBL, XML), 21.6% had
ERP-software package to share information within the enterprise, and 20% used CRM
software for managing information about the clients.

During 2013, 9.7% of enterprises with 10 or more employees had e-commerce, i.e.
buying or selling goods or services over computer networks (via websites or EDI-type
systems), 6.4% of enterprises had web-sales, and 4.4% of enterprises made web-purchases.

6. CONCLUSION

The speed of the changes affects phenomenon, digital culture. It has no boundaries
even though there are contradictions concerning the very definition of problems that appear to
access the very plot.

Contextual framework of the participatory internet changes to the cultural sector
acting users who directly prepare digital cultural content. However, virtual cultural projects
are monitored in the context of social and cultural policy.

Although this is the real interweaving with digital still cannot talk about without
actually digitally. Digital culture with the use of appropriate media and means raises the entire
social and business premises. The use of information technology causes the process of
drawing new boundaries that mark through the process of fully human functioning. That
process is mandatory although the future is unpredictable.
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CORPORATE IDENTITY, PUBLICITY, PUBLIC RELATIONS AND
ADVERTISING

Mirko Tripunoski, Lazar Arsovski, Maja Tripunoska
Faculty of Economics, FON, Skopje, Macedonia

Abstract: The challenges of marketing in recent times and the digital age, represent a
virtuous circle of using techniques and technologies that raise the growth and development of
corporate firms in modern economic developments, where corporate governance is a
permanent current process involving continuous innovation in its concept, encompassing
various aspects economic, managerial, legal and social character, which has raised its
multidimensionality in encouraging the efficient use of resources and the responsibility of
those who manage resources. The mission and vision of the company recover corporate
identity, which includes the main values of the same identity as the organization and its
meaning and idea itself, something as individual sense of self, with its uniqueness in setting
tasks that require activities undertaken in publicity, public relations and corporate advertising.
Therefore, the authors of this paper publicity see very often beyond the control of marketing,
management of publicity but accept it as a new marketing strategy. Attempts to create positive
publicity are not new but they make changes in the functions of public relations companies.
However, the importance of public relations in the field of competitive marketing is
questionable. Publicity, public relations and corporate advertising each of them have
promotional programs that can bring a lot of convenience for marketing managers. They are
an integral part of the overall promotional effort that is coordinated with the other elements of
the promotional mix. The purpose of these three elements is not always promoting products
and services and do not always use the same methods to achieve the goals. Content these
elements with one goal, to change attitudes towards the organization, or a problem, more than
directly participate in the promotion of products.

Keywords: identity, publicity, public relations, corporate advertising, promotion.

1. INTRODUCTION

This paper deals with the role of promotional items in public relations, publicity and
corporate advertising. They are equally important for marketing and communication strategy
of the company and are different from other promotional items. The difference is that they are
designed to promote a specific product or service and in many cases it is difficult for the
consumer to see the connection of the communication process and its purpose. Public
relations are useful whether used with their traditional approach or more marketing oriented.
In many companies there is a special department for public relations, which is separate from
the marketing department, while in others it is an integrated part of marketing. Many
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companies have a system for public relations in their frames, and external system for public
relations.

When it comes about publicity there is another interesting element, the lack of control
of the message, which will be transmitted. In public relations and corporate advertising
company is the one that has control of things. Publicity is often reactive rather than proactive,
but can contribute to greater success of the company by any other means of communication.
Although it can be managed with publicity, SEPA marketer should recognize its impact. As
responsibilities marketer occur real reactions and strategies for dealing with things that are not
in his hands. Corporate advertising is labeled controversial because the source of information
is the management of the company. To bring the result that element should better align and
connect with other communication elements.

Assessment methods and control required for each of these promotional items as part
of the promotional mix, Indicators public relations, publicity and corporate advertising is
considered an integral part of the company and the overall communication strategy. Therefore
they must adhere to the same rules that apply to other elements of the promotional mix, in
order to get a company to success.

2. PUBLICITY

Publicity concerns the generation of the news about a person, product or service that
occurs in a medium. For many marketers publicity and public relations are synonymous.
Actually, publicity is seen as a subset of public relations. But there are a few major
differences. First, publicity is a strategy for a short period of time, while public relations are
long-term. Secondly, public relations are designed to express the positive image of the
company and are performed by the company. On the other hand, the publicity is not always
positive and always has been created by the organization. Both positive and negative publicity
comes from other sources rather than the company. In most organizations publicity is
controlled and assigned by the department of public relations. In this section we will discuss
the role of publicity in the promotional program and ways marketers react to this type of
communication. One of the factors that distinguish publicity from other program elements is
generation of a special power. Unfortunately marketers and this power are not always realized
in a way that they want. Publicity can make or break your product, or even an entire company.
Why publicity has greater power of advertising or sales promotion? First, publicity is very
reliable. Unlike advertising and promotion, the publicity cannot be seen as an instrument of an
organization. Because of these consumers are more reliable for information. Information from
publicity approved carrier that have occurred. For example, publicity about the discovery of
the durability of golf balls would be appreciated if such articles are published the magazine
Golf, or where the award for Car of the Year reflects the perception of the magazine for the
quality of the selected car. Another reason for the power of publicity is the value of
information and how it is transmitted. If publicity is positive companies benefit from it. If the
publicity is negative companies might suffer as sales drop, court disputes or distortion of their
image. The bottom line publicity means news, and people want to spread the news. This
means that publicity is free, credible source for information on a company and its products®.
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3. PUBLIC RELATIONS

What does the term public relations? How is it different from other elements of the
marketing? Perhaps it would be better to start with the traditional meaning of the term, and to
explain its contemporary role. Many authors have tried to define this term, but perhaps the
most appropriate definition of it is given in Public Relations News, a weekly magazine on the
subject. He says that public relations are actually managerial function which evaluates public
opinion, identify policy of an organization with the public interest, and apply an active policy
to win public approval. Therefore, public relations represent managerial tool®. Term
management, or management, should be used in a wider sense, so that the term should not be
limited to business management, but also manage other types of institutions as non-profit
organizations. So the definition of the term public relations can be divided into several parts:
first, the determination and evaluation of public opinion, secondly, identifying policies with
public interest organizations, third, creation and implementation of a communication program
CIP to attract public attention . This process does not take place at once. An effective program
of public relations is a process that takes months and even years®. Finally, by this definition
recognizes that public relations are not only active in selling a product or service. The PR may
contain some of the above elements and use them appropriately. For example, a company may
announce the launch of a new product or a change in the company. Companies can organize
special events to create well-being of society, but also an organization can use advertising to
declare its position on a controversial issue. A growing number of companies are marketing
oriented set a new role for public relations. From this perspective, public relations are
observed in broad terms in order to promote the organization and the product or service.

The way in which companies and organizations use the activity in public relations is
best considered in continuity. On the one hand the use of public relations is considered the
traditional way. From this perspective, it is not considered as marketing functions whose main
duty is to maintain the useful link between the organization and the public. In this case,
potential and existing customers are only part of the general public, which includes
employees, investors, neighbors, groups of special interest etc. Marketing and public relations
are two separate areas, and require the use of different external systems* On the other hand,
public relations are considered as a marketing communication tool. All relationships are
associated with potential customers are an important tool in marketing. In such organizations
public relation are directly related to marketing. At the same time, the role of public relations
constantly changes and gets new role with that move away from the traditional. The new role
of managers predicts strong marketing department and strong public relations. Instead of each
department to work separately, they work together, blending their talents in order to provide
the best picture of the organization and its activities.

4. CORPORATE ADVERTISING

Corporate advertising is designed to achieve two objectives, namely: First, create a
positive image for the company and second, the expression of the views of the company's
social and environmental problems, where as more specific applied arise: First, raising the
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morale of the employee equalization of labor relations, second, helping the new The industry
has to break susceptibility of consumers and to answer the questions investors Third, Helping
Companies - daughters to take pictures Company mothers than just make efforts to build
brand. According to these goals, corporate advertising is paid to internal and external
audiences and includes the promotion of the organization and its ideology. There are many
types of corporate advertising that will process this material.

Image Advertising Company - A form of corporate advertising is advertising it own
image. The advertising image is accomplished several objectives such as: creating goodwill
internally and externally, creating the position of the company and generating sources such as
financial and human. For this purpose it is used several methods: First, a general picture or
placement of ads, companies create ads to explore their image among the public. Many
companies even created new names to of creating a new image, second, sponsorship - often
their company advertising them to the television programs. So earmarked TV programs are
made in order to present the company as a conscientious citizen, Third, Recruitment -
Advertising is a good way to attract new employees. If you interested in accounting and want
to work with people who share the same passion you can become part of them. Print ads that
appear in magazines are a great opportunity to find a job in a particular company, fourth,
generating financial support - Types of corporate advertising is created in order to attract
investment. By creating attractive images for the company, you are increasing the interest of
potential Investors for that company. With the increasing number of investments increased
capital and money for new research and development. In such instances, corporate advertising
has promotional purposes for a product that actually represents the company. Although there
IS no concrete evidence that corporate advertising comes to investments, a study shows that
there is some relation between corporate advertising and stock price. Companies that spend
money on corporate advertising have expensive shares. Positive image of the company can
only be created by several commercials. As the factors creating the overall image quality of
the company arise quality products and services, innovation, strong financial position, good
marketing and the like. According to a survey of Fortune proved that profits and shareholder
value are of paramount importance to create reputation kompanijata®.

Sponsoring events - As one of the most popular forms of public relations is the
sponsorship of events. Some companies with more traditional goals sponsor only certain
kinds of events, but also increase the use of sponsoring events in order to realize the
marketing-oriented goals. As new things that are sponsored by a company appear equipment
for concerts, stadiums, football matches etc. But you have to pay attention to the risks that can
occur on both sides. When the company bears the risk to give it name to the stadium it would
makes a lot of money, which could result in the emergence of concern among investors and
shareholders.

Advertising representation - As the third largest form of corporate advertising is
addressing the social, business and environmental issues. Such advertising aims to propagate
ideas and clarifies controversial topics that are of public importance in a manner that supports
the interests of the sponsor. Rather than focusing on advertising company, advertising
advocacy aims to address only one problem. This type of advertising usually sponsored by the
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company itself or by associations in order to explain the functioning of a company.
Sometimes this advertising is in response to negative publicity or the inability of the company
to properly convey information. Like other forms of advertising representation is issuing
advertisements for an issue which is more frequent. Through this company want to point out
to the public that it is interested about the problem. Advocacy advertising is still heavily
criticized. This form of advertising it had a long way. Critics companies that have a large
advertising budget occupy much time and space and such advertising can be inconsistent. But
the most relevant judge reader and their consumers.

Causal advertising - A popular way of building the image of the company appears
causal advertising, through which the company sponsored charitable or nonprofit
organizations. The company has the benefit of good publicity while charities receive financial
aid. Proponents of this by saying that this process contributes to the differentiation of one
from another brand increases customer approval for change in the prices and gets positive
publicity. There are many ways companies participate, including: direct grants to non-profit
organizations, giving equipment, volunteering, etc. But this type of marketing will guarantee
success. Causal marketing is more than just association with any organization, it takes time
and effort. Companies have had problems with that wrongly stated their customer
relationships, or spend so much money for causes that had little connection. According to a
survey of more than 300 companies linked to associations to fight against breast cancer, but
drove his donated sponsorship®. Others companies have chosen the wrong cause, with that
found that customers are not interested in it. And finally, it is not always easy to measure the
efforts made in this field.

Advantages and disadvantages of corporate advertising. The advantages of this
method in communicating: First, a great way of company positioning- Companies such
products should create their own picture of the market. Well positioned product market sell
better than no product image, and the same goes for companies. Companies with strong
picture has a great advantage over their rivals in the process of promotion, Second, use the
advantages that come from relationships with public- As increasing efforts of the departments
of public relations companies, so does the attention of the media event, just because there are
a lot of events that need to be covered. The net outcome is actually that when the company
engages in public relations, there is no guarantee that you will get publicity. When it comes to
corporate advertising, although customers do not consider such an objective, however desired
message Is transmitted, third, closer to the target group-corporate advertising should be
addressed to the general public. It is addressed to managers and investors of the company.
Although the public does not approve this kind of communication, it is important that the
message is delivered to the target group.

As flawed corporate advertising arise: First, suspicious efficiency — there is no reliable
evidence that corporate advertising is successful. Conducted survey of Bozel & Jacobs
Advertising’ resulted in what was revealed that corporate advertising contributed only 4%
change in the amount of shares Second, Constitutionality and / or moral critics wealthier
companies can control public opinion. However, many consumers still see this way of
advertising as unfair and create a negative image for the company. There are many reasons
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pro and counter corporate advertising. However, two things are certain First, no one knows
who is right and second, the use of this mode of communication grows.

Measuring the effectiveness of corporate advertising. The methods used to measure
the effectiveness of corporate advertisement are: First, polls reactions - One way to lean
efficiency of corporate advertising is through understanding the reactions of the public and
investors, Second, studies relating to corporate advertising and stock price - These studies
point to the fact that even though the models for measuring effectiveness are reasonable, it
can infect some methodological problems and a dispute, Third, Target groups - The target
groups are used to actually see what investors want to see in ads and how would you react to
it. However this method is the border with advertising product allows although measurable
outcomes. Although the effectiveness of advertising is measured by the methods used to
measure advertising products, research in this field didn’t move along with the consumer.
Reason appears that the ads for the company are the responsibility of top management, and
they did not want to be held responsability®. It is interesting that those who should be most
responsible actually try in every way to avoid responsibility.

Global advertising and communication _processes. International communications
can fail for a number of reasons: The message could not pass because of inadequate media,
the message can be received but cannot be understood because of the different interpretations
of the culture, and the message can be received by the audience may have no effect because
marketers correctly done anything to the requirements and needs of the consumer. The
effectiveness of the strategy for improvement may be threatened by many factors that
marketers need to be reliable and to control impacts. These international executives who
understand communication process better manage the diversity facing the development of an
international program to promote. In international communication process, identifying each of
the seven steps can act on the accuracy of the process, in terms of: information resources.
International marketing executive with a message for product communication, coding.
Message from the source should be converted into effective symbolism for transmission to the
receiver, release channel. Sales pitch and / or advertising medium lead coded message to the
receiver, decoding. The interpretation by the recipient of the symbols transmitted from
information recipient, the action of those who receive the message and are the purpose of the
transmitted thought, turning system, Information on the effectiveness of the message travels
from the recipient (deliberate order) back to the source information for evaluating the
effectiveness of the process noise, Uncontrolled and unpredictable impact as competitive
activities and confusion that distracts from the process and can affect other 6 steps. Many
misunderstandings and errors in international marketing are attributed to a few of these steps
that reflect the culture improper influence or lack of knowledge of Target Market. From the
methodology of applying these steps depends on the system that recognizes any future coding.

Legal Restrictions. Laws that control corporate advertising vary in different countries
in Europe. In Germany it is illegal to use any corporate terminology, can be sued by a
competitor. Belgium and Luxembourg explicitly prohibit corporate advertising, while in the
UK, Ireland, Spain and Portugal completely allowed. European Commission decided several
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directives to harmonize the laws of government advertising. Many fears exists if the laws are
not harmonized, the main members can use to close the complaints that do not comply with
their national laws and regulations. Corporate advertising is hard to regulate the rest of the
world.

Linguistic Restrictions. Language is one of the biggest barriers to the effectiveness of
communication through advertising. The problem involves different languages from different
countries, different languages and different dialects, and the biggest problem diversities
shade, even the national language and accent. Indeed, in recent Irish accent was voted the
sexiest in Britain and Ireland, who won the Competition Scots, and other Western countries.
For many countries, the language is a cultural pride- France is the biggest example.
Recklessness about language Rallick caused many problems in all countries. In addition to the
challenge of translation, the low level of literacy and vocabulary for many countries this is a
barrier to communication and requires more creativity and using more vocabulary words.
Communication in advertising must be perfect, and linguistic differences on some levels
cause problems.

Culture diversity. Problem related to communication between people in different
cultures is one of the biggest challenges in creative advertising. A government statement was:
"International advertising is almost uniformly threatening largely because people do not
understand the language and culture.” 9 Communication is very difficult because of the
culture factors that determine a large number of phenomena that are accepted. If the
transmission is different, the perception of the message will be different as well. Knowledge
about culture diversity must include the total of direct advertising.

Media restrictions. Here we will focus on the creative limitations imposed by media
strategies can reduce role in advertising and has forced marketers to highlight other elements
of the promotional mix. The creativity of the marketer is certainly challenging when TV ads
are limited to 10 exhibitions annually. Creative advertising in some countries even developed
their own media to overcome media restrictions. In some African countries, the advertisers
travel by boat and play popular music broadcasting products in rural areas.

5. CONCLUSION

One of the most controversial forms of advertising is the corporate advertising. It is
not designed to promote a product or service, but to advertise the company by improving its
image and its direct involvement in the desired processes. There are many reasons why
corporate advertising more noble action in delivering real value to customers where they will
determine whether they are interested for this type of advertising- According to surveys 35%
of consumers are interested in advertising on the company. It probably appears because
consumers do not know the reason for such advertising and require additional explanations.
Public relations, publicity and corporate advertising in general are very expensive and the self,
it is evident that such companies use advertising to satisfy the ego of the top management.
This argument stems from the fact that the ads for the company is not easy to think. The
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message needs to be communicated and refined as that of a product, so top management
usually dictates the content of the advertisements which transmit their image of the company
and not the image that consumers perceive. The suspicion that the company is in trouble and
faces open risk, many experts believe that then companies are opting for corporate advertising
and when in any trouble, such as financial, and through advertising trying to rectify their
situation. According to them, these goals are important for the company because it is not
managed of the fact way. Thinking of many marketing experts that money for corporate
advertising are given for free, critics say that this money could be used in other ways, since
the purpose of this advertising is not, nor have attracted someone ATTENTION, nor to
promote a new product or the like it. This advertising is usually untouchable through his
company is not trying to gain new investors. It just creates a picture of the company. Because
these endorsements have some specific purpose, many critics believe that the company should
relocate its assets. However, corporate advertising is getting more and more application
despite the many criticisms. It was calculated that about 7% of the total money spent on
advertising is corporate advertising. Corporate advertising is used as the basis for all types of
advertising that is beneficial for the companies.
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FUZZY TOPSIS RANKING OF ZINC CONCENTRATES FOR THE
HYDROMETALLURGICAL PROCESS OF ZINC PRODUCTION

Marija Savi¢, Porde Nikoli¢, Zivan Zivkovi¢

University of Belgrade, Technical Faculty in Bor, Serbia

Abstract: This paper presents the results of zinc concentrates ranking for the
hydrometallurgical process of zinc production. It is about zinc concentrates which are
available to the lead and zinc factory from Plovdiv (Bulgaria) and differ in their chemical
content of useful and harmful components in them, as well as their market prices. For the
research in this paper, four different research scenarios were defined, in order to make
effective and high quality decision about which concentrates to purchase for the
hydrometallurgical zinc production at this factory. TOPSIS methodology was applied to the
collected data of available zinc concentrates. Given that this approach is not simple and it is
not possible to apply it to the input data, it was necessary to apply the fuzzy logic approach.
All initial values are first expressed by linguistic variables, and then translated into triangular
fuzzy numbers. Based on the obtained values of fuzzy positive and fuzzy negative ideal
solution, distance of each alternative from these solutions is determined. Finally, values of the
relative closeness of each alternative (Closeness Coefficient - CC) to the ideal solution, are
calculated, and on that basis, ranking of alternatives (zinc concentrates) is performed for each
of the four defined research scenarios, and thus, the optimal mixture of zinc concentrates is
determined.

Keywords: TOPSIS, fuzzy logic, zinc, concentrates
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INNOVATIVE EFFICIENCY IN SERBIA - CURRENT STATUS AND
PROSPECTS

Nebojsa Djoki¢, Ljiljana Arsié

Ekonomski fakultet Pristina, Kosovska Mitrovica, Serbia

Abstract: Today, organisations must be ready for the new age which requires a more efficient
and stimulating management of innovations. Many studies have confirmed that the
organisations which accept the challenges of managing innovations become more prestigious
and more successful on the market compared to their competitors. The process of European
integration puts before Serbia the need to recognise innovations as a necessary condition for
faster growth and development. The aim of this paper is to present the state of the
measurement of innovative efficiency in Serbia, which is of critical importance, yet is
sparsely present, as well as to indicate the possible future perspective.

Keywords: Innovation, efficiency, learning and development, enterprise resource.
1. UVOD

Inovativnost 1 inovacije posljednjih godina su evropska tema broj jedan. Preduzeca
moraju imati inovativan pristup ukoliko Zele da zadrze svoju konkurentnost na trziStu.
Inovacije nisu samo nove tehnologije ili novi proizvodi, nego su to i novi i pametniji nacini za
obavljanje poslova, nove metode upravljanja, novi poslovni sistemi ili nove usluge. Inovacije
ne donose samo veci razvoj, vise poslova 1 novaca, inovacije dovode do stvaranja ,,pametnog*
razvoja. Inovacije koje donose pametan razvoj zahtijevaju ultimativno drustvenu interakciju, a
drustveno 1 kulturno okruzenje klju€ su inovativnog procesa.

Inovativnost i inovacije su top prioritet evropske politike. Evropa je kao odgovor na
izazove globalizacije usvojila Lisabonsku agendu, kojom je uspostavljn set ambicioznih
ciljeva baziranih na ideji da Evropa treba ojacati inovacije i istraZivanja kako bi ostala
konkurentna. Fokusiranje na inovacije dovelo je do stvaranja nove generacije transnacionalnih
programa saradnje kojima se prioritetno finansiraju inovacije.

Inovacije su jedno od primarnih sredstava pomocu kojih preduzeca rastu 1 jaaju svoju
strategijsku poziciju. Inovacija podrazumeva upotrebu novog znanja s ciljem transformisanja
organizacionih procesa ili stvaranje novih proizvoda i pruzanje specifi¢nih usluga koje su
primamljive i komercijalno isplative. Inovaciju karakterise kreiranje vrednosti za kupca koju
on prepoznaje kao znacajnu i distinktivnu prednost u odnosu na konkurentske proizvode. Sam
pristup kreiranju vrednosti postaje kontinuirano inovativan.

Inovacije predstavljaju novi pristup reSavanju problema, koji Cesto podrazumeva
inkrementalne, revolucionarne promene u nacinu razmisljanja, proizvodima, procesima ili
organizacijama. Da bi bila efektivna, inovacija treba da bude jednostavna. Inovativnost je
svojevrsni mentalni stav koji fokusira preduzece da vidi ispred sadasnjosti, u buduénost. Cilj
inovacija je pozitivha promena. Inovativno preduzeée mora imati konzistentnu tehnolosku
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strategiju. Preduzece orijentisano na potroSace sa posebnim zahtevima, spremno je da uci od
drugih, Sto predstavlja osnovu za inovaciju. Inovativni menadzeri treba da stvari urade
razli¢ito od drugih, a ne samo bolje i efikasnije. Znacaj inovacija se ogleda u slede¢em:
v' inovacija podsti¢e ekonomski rast i stvara dobit;
v' inovacija direktno uti¢e na povecanje zaposlenosti, i indirektno doprinosi ekonomskoj
efikasnosti i dobiti;
v' inovativni proizvodi omoguc¢avaju da se osvoji i zadrzi udeo na trSiStu, ali i uveca
profitabilnost na trziStima.
v
Sto se ti¢e malih i velikih inovativnih preduzeéa, istraZivanja pokazuju da su mala
inovativna preduzeca izvor tehnoloSkih inovacija, tj. da svoje istrazivacke i razvojne
aktivnosti usmeravaju ka oblastima u kojima tehnoloske inovacije imaju visok proizvodni i
komercijalni rizik, a nisu vezana za velika finansijska izdvajanja, dok su velika preduzeca
nosioci tehnoloskog razvoja. Na pitanje koje je preduzece efikasnije, ne mozemo dati
jednostavan i jedinstven odgovor.

2. MERENJE INOVATIVNOSTI

Inovacija i njen uticaj mogu se meriti na vise nacina, ali nijedan od njih nije idealan.
Neki eksperti poput Milera, Velkengesa i Merlina (Muller, Vilikangas, Merlyn, 2005.)
ukazuju da inovacija treba da se meri kroz tri razlicita prikaza [1]:

1. Prikaz resursa, koji analizira inpute poput kapitala, talenata i vremena sa faktorima
kao S§to su procenat vremena posveénog inovacijama, broju zaposlenih sa
preduzetniC¢kim iskustvom ili procentom kapitala posveéenom inovativnim
aktvinostima.

2. Prikaz sposobnosti, koji meri inpute kroz broj inovativnih alata, procente zaposlenih
sa inovativnim sposobnostima, kao kljuénim indikatorom perfomansi, kao 1
procentom zaposlenih koji su u trenaznim aktivnostima povezani sa inovacijama.

3. Prikaz upravljanja i liderstva, koji meri inpute kroz procente upotrebljenog vremena
u inovacije nasuprot operacijama, ili u kojoj je meri upravljacki tim obucen da koristi
inovativne alate.

Jasno je da preduzeca imaju mnogo opcija kada je re¢ o pokuSaju merenja inovacija.
Njihov izbor ¢e zavisiti od tipa njihove proizvodnje, njihovog iskustva u primeni takvih
merenja, 1 njthovoj sposobnosti da svako merenje bude $to je moguce preciznije.

Kljuéni problem u definisanju indikatora inovativnosti su:

- koncepteluzacija objekata koji se meri,
- znacenja koncepta merenja i

- generalna izvodljivost razli¢itih merila tj. merila inovativnosti.

Indikatori inovativnosti tj. oblasti kori§¢enja indikatora mogu biti:
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- podaci vezani za istrazivanje i razvoj,
- podaci vezani za broj prijavljenih patenata i
- bibliometrijski podaci.

Podaci vezani za istrazivanje i razvoj dati su u priruéniku Standard Practice for
Surveys of Research and Experimental Development-Frascati Manual (1963, 2002-2007-2010
izdanja). Svake godine prikupljaju se novi rezultati. Priru¢nik je definisan na osnovu pravila i
zahteva Lisabonske strategije kako bi obezbedio komparativnu ocenu inovacionih rezultata
zemalja Clanica EU, ako se uzmu u obzir 29 indikatora. Klasifikacija zemalja data je u IV
grupe gde svaka ima posebnu strategiju inovativnosti $to se moze videti u tabeli 1 [2]:

Tabela 1. Inovativni rezultati u zemljama ¢lanicama EU

Grupa Stopa Lideri Srednji Slabi
P rasta rasta Ulagaci ulagaci
Lideri u 1 6% Finska, Danska,
inovacijama ©7 | Nemacka Svedska
. . . Kipar,
Sledbenici 2 6% Estonu_e_l, Austrija, Belgija, Frap_cuska, Velika
Slovenija |Luksemburg, Holandija L
Britanija
Prose¢ni 35% Malta, |Cegka, Madarska, Lit\ianija,
inovatori ' Portugal |Poljska, Italija,Grcka,Spanija
_Skromnl_ 33% Bugarslfg, Buga}rska Hrvatska, Letonija
inovatori Rumunija |Latvija,Turska...

Moguce nacine strukturiranja merila inovativnosti moZemo svrstati u ¢etiri grupe:

I Nacin (Davila, Epstein, Shelton 2007) koji sva merila svrstavaju u [3]:

- Ulazne elemente,

- Elementi procesa u preduzeca,

- lzlazne elemente-rezultate inovativnih napora (kvalitet, vreme, koli¢ina) i

- Izlazne vrednosti-vrednosti izlaznih elemenata za preduzece ( finansijska merila)

II Nacin-BSC (sa inovativnog aspekta) izvrsiti klasifikaciju merila na cCetiri perspective
(Niven, 2007) [4,5]:

- Finansije

- Kupci,

- Interni poslovni procesi i

- Ucenje 1 rast.

III Nacin (Praveen Gupta, 2007) klasifikuje merila u sedam osnovnih oblasti [6]:
- Liderstvo i profitabilnost,

- MenadZzment i poboljSanja,

- Zaposleni i inovacije,
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- Nabavka-rezultati (kvalitet),
- Operativna izvrsnost,

- Prodaja i distribucija i

- Usluge i rast.

IV Nacin (Hornakova, 2006) - merila inovativnosti ili indikatore rasporeduje u kljucne
oblasti [7]:

- Strategijsko planiranje,

- Marketing,

- Tehnoloski razvoj,

- MenadZzment kvaliteta,

- Logistika i

- Ljudski resursi.

Preduzeca koja ozbiljno teze ka inovaciji kao sposobnosti u velikoj meri moraju
koristiti okvir merila za ulaganje, merila za protok i merila za ucinak.

Ne postoji optimalan izbor merila i optimalna vrednost inovacija ve¢ ona zavisi od
preduzeca do preduzeca. Zato se u preduze¢ima formira tzv. Inovativna karta u cilju merenja
efikasnosti inovativne sposobnosti. U veéini preduzeca ta karta je bezuslovno neizbalansirana,
viSe naginje na stranu na kojoj je organizacija nego na onu gde je inovacija. Da bi preduzece
obezbedilo uspesnost i inovacije i efikasnosti ono mora da obezbedi njihovu ravnotezu. Cilj je
da se inovacija i efikasnost neprestano nalaze u interakciji i da se adekvatno nose sa svojim
uzajamnim razliCitostima. Izazov za organizaciju sastoji se u tome da odrzi konstantnu
Kreativnu napetost.

3. STANJE INOVATIVNE EFIKASNOSTI U SRBIJI

Srbija je 46. na listi od 141 zemlje po inovacijama, pokazao je izveStaj medunarodne
poslovne Skole INSEAD i Svetske organizacije za zastitu intelektualne svojine. Izvestaj, u
kojem su inovacije shvacene u Sirokom smislu te reci, tako da ukljuuju i inovacije u
poslovanju, sadrzi dve osnovne komponente - uslove za inovacije, odnosno infrastrukturu,
obrazovanje i druge faktore, i sa druge strane rezultate. Jedna od osnovnih karakteristika
Srbije su dobri rezultati u poredenju sa uslovima za inovacije. To, medutim, nije pokazatelj
kojim bi Srbija trebalo da se hvali. IzveStaj naime sadrzi listu 10 zemalja vodec¢ih po
"efikasnosti inovacija", odnosno dobrim rezultatima u poredenju sa uslovima za inovacije.
Srbija je na toj listi na 7. mestu, prva je Kina, a druga Indija.

Medutim, Srbija tim rezultatom ne bi trebalo da se hvali. Kako se isti¢e, visoka
efikasnost u inovacijama, odnosno jako dobar rezultat u odnosu na okruzenje, ukazuje na
manjkavosti u okruzenju za posticanje inovacija i u najve¢em broju slucajeva re¢ je o
zemljama koje su loSije rangirane od proseka u svojoj grupi po visini bruto domaceg prihoda
po stanovniku. lzuzeci u tom pogledu postoje, §to pokazuje primer Svajcarske, koja je na 1.
mestu po stanju inovacija u svetu, a na 5. po efikasnosti inovacija, ali su njeni rezultati dobri u
obe komponente - i po uslovima i po rezultatima. Srbija je po uslovima za inovacije, koji
podrazumevaju izmedu ostalog obrazovanje, poslovno okruZenje i izdvajanja za istraZivanje i
nauku, na 65. mestu, dok je po rezultatima - izmedu ostalog po znanju, uticaju znanja na
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produktivnost, koriS¢enju novih tehnologija u organizaciji posla - na 36. mestu. Sa 65.
mestom po uslovima za inovacije, Srbija je iza veéine zemalja regiona - Bugarske, Crne Gore,
Rumunije, Makedonije, kao i drugih zemalja koje su u istoj kategoriji po ekonomskoj
razvijenosti, poput Perua, Kolumbije i Rusije. Najlosija tacka Srbije su nivo razvijenosti
poslovanja, Sto ukljucuje i saradnju razli¢itih sektora drustva, poput univerziteta i biznisa,
udeo zaposlenih na mestima koja iziskuju visoku stru¢nost, priliv direktnih stranih investicija
1 programi usavr$avanja koje pruzaju firme zaposlenima. Srbija je po tome na 86. mestu,
odnosno u drugoj polovini liste, a losa je - na 78. mestu - 1 po razvijenosti trzista, poput zastite
investitora, konkurencije i moguénosti dobijanja kredita. "Slaba tacka" su i institucije,
odnosno politicko, pravno i poslovno okruZenje gde je Srbija na 71. mestu, a u tom domenu je
najloSije ocenjena po jednostavnosti placanja poreza gde je na 105. mestu. Srbiji ocenu
najvise popravlja rezultat u pogledu znanja i tehnologije, gde je na 29. mestu sa ocenom 40,
rezultatom koji je blizi zemljama sa visokim prihodima ¢ija prose¢na ocena je 44. Po ukupnoj
oceni za stanje inovacija, Srbija je dobila 40 bodova, §to je svrstava iznad proseka za grupu
zemalja vi$im srednjim prihodima, kojoj i sama pripada, a ¢iji prosek je 35,42. Iz te kategorije
najbolja je Letonija, na 30. mestu, a za njom slede Malezija (32), Kina (34), Litvanija (38),
Bugarska (43) i Crna Gora, koja je neposredno ispred Srbije (45). Losije rangirane od Srbije
su Rumunija (52), Makedonija (62) i Bosna i Hercegovina (72), kao i neke druge zemlje koje
nisu iz regiona - Meksiko, Belorusija, Argentina, Kolumbija i druge. Na boljoj poziciji nasle
su se 1 dve zemlje bivSe Jugoslavije Slovenija (26) i Hrvatska (42), koje spadaju u kategoriju
zemalja sa visokim prihodom po stanovniku, kao i vecina ¢lanica EU. U poredenju sa proslom
godinom Srbija je u ukupnom indeksu napredovala za 9 mesta, $to je u najvecoj meri rezultat
realnog napretka, ali je uticaj imala i promena samog indeksa. Ubacivanje novih privreda u
indeks otezalo je Srbiji napredovanje na listi.U izveStaju se istie da inovacije dobijaju
dodatni znacaj u doba ekonomske krize, budu¢i da su znaCajne za privredni oporavak.
Takode, njihovo "zapustanje" usled krize se ne moze lako nadoknaditi.Lista obuhvata 141
privredu, koje pokrivaju 94,9% svetskog stanovniStva 1 99,4% svetskog bruto domaceg
proizvoda. Cilj je da se proceni stanje inovacija, ali sa Sireg stanovista koje se ne svodi na
udeo ulaganja u istrazivanje i1 razvoj u bruto domac¢em proizvodu 1 broj objavljenih nauc¢nih
radova, mada su i ti pokazatelji ubrojani.

Trziste Srbije nije samo malo vec i izolovano, pa je praksa koriS¢enja modela merenja
inovativne efikasnosti na niskom nivou. Postoji viSe razloga za to, a medu njima su
tranzicioni proces u kome se nalazimo, ekonomska i politicka nestabilnost, globalna
ekonomska kriza, itd. Sa druge strane, narod u Srbiji pokazuje snaZznu orjentaciju u pravcu
pridruzivanja Evropskoj uniji, a poslovanje na trziStu zajednice podrazumeva potpunu
primenu savremene tehnologije na svim nivoima privredivanja. Koris¢enjem modela merenja
inovativne efikasnosti na jednostavan nacin organizacija ukljucuje sve zainteresovane
kreativne pojedince, omogucava da se konkretan problem privrednog subjekta u kratkom roku
uspesno resi. U radu su prikazani rezultati istrazivanja koje sprovodi svake druge godine
Republicki zavod za statistiku. Istrazivanje je sprovedeno prvi put tokom 2006. godine,
analizirani rezultati se odnose na inovativne aktivnosti preduzeéa u periodu do 2008. godine
[11]. Analizom odgovora na pitanje da li su uvodili inovacije proizvoda i procesa prethodnih
godina utvrdeno je da od 100 preduzeca modifikovalo je ili uvelo nove proizvode i procese
20.3% malih, 17.7% srednjih, 18.5 % velikih preduzeca (tabela 2, slika 1).
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Tabela 2. Struktura vrste inovacija i veli¢ina organizacije [11]

Broj
Veli¢ina Inovacije yveden_l_h Inovacije Inova_cue.l'{ Inovacije u
reduzeca inovacija. rocesa | O 9aMZCUL | o rketingu
p (proizvoda i P preduzeca g
procesa)
% % %
Mala 100 20.3 26.4 28.0 25.3
Srednja 100 17.7 26.1 29.0 27.3
Velika 100 18.5 26.2 29.5 25.9
Ukupno 100 18.8 26.2 28.8 26.2

= |Inovacija proizvoda
= |Inovacija procesa

Inovacija u marketingu

= Inovacija u organizaciji

Slika 1. Inovacije proizvoda, procesa, organizacije i marketinga [11]

Istrazivanjem je obuhvacena inovativna aktivnost preduzeca prema nau¢nim oblastima
(tabela 3 1 slika 2), pri ¢emu je analiziran broj organizacija koje se bave istraZivanjem 1
razvojem po sektorima.

Tabela 3. Organizacije koje se bave istraZivanjem i razvojem prema sektorima i nau¢nim
oblastima u 2008. [11]

Naucne Nefinansijski | Sektor Visoko Neprofitni Ukupno

oblasti sektor drzave | obrazovanje sektor
Prirodno-matematicke 12 11 9 - 32
Tehnicko-tehnoloske 60 14 20 - 94
Poljoprivredne nauke 13 14 5 - 32
Medicinske nauke 5 3 7 - 15
Drustvene nauke 5 15 35 8 63
Humanisticke nauke 1 10 11 - 22
Multidisciplinarne 6 1 6 - 13
Republika Srbija 102 68 93 8 271
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Neprofitni

Visoko
obrazovagj

Slika 2. Ucesc¢e organizacija prema sektorima [11]

Moze se zakljuciti da se nivo inovativnih aktivnosti znacajno razlikuje s obzirom na
pripadnost odredenom sektoru. Rezultati su u skladu sa ve¢inom empirijskih istrazivanja koja
su pokazala da naucna oblast znacajno utie na izbor strategije inovacija. Analiza stepena
patentne zaStite inovacija je jako mala (tabela 4). Razlozi niskog stepena patentiranja nisu
razmatrani unutar ovog istrazivanja.

Tabela 4. Zastita inovacija [12]

Oblici zastite Mala Srednja Velika ) yyupno
preduze¢a | preduzeca | Preduzeca

Prijave patenata 2.04 3.73 3.75 3.05

Prijave malih patenata 0.68 2.24 3.75 1.94

Zagtita industrijskog 4.43 2.29 10.00 4.43

dizajna

ZaStita ziga 11.91 14.18 18.75 11.91

Zastita autorskog 7.20 5.22 11.25 7.20

prava

Analiza je obuhvatila i1 efekte inovacija (izraZzenih ukupnim prihodom) u organizaciji

Sto je prikazano u tabeli 5 [11].

Tabela 5. Efekti inovacija u ukupnom prihodu inovatora za 2008. [11]

Efekti inovacija u organizaciji Mala Srednja | Velika Ukupno
preduzeca | preduzeca | Preduzeca

Od |t1§)vvaC|Ja proizvoda/usluga novih 0.9 0.9 39 100

za trziste

Od movacqa proizvoda/usluga novih 16 990 9.0 100

za preduzece

Od nepromenjenih proizvoda i usluga 90.0 96.9 87.1 100
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Tabela 6 ukazuje na efekte uvedenih tehnoloskih inovacija koje su inovatori ocenili kao
znacajne u 2008. godini.

Tabela 6. Efekti uvedenih tehnoloskih inovacija koje su inovatori ocenili kao znacajne u 2008

(u %) [11]

. . - Mala Srednja Velika
Efekti inovacija u organizaciji . . .| Ukupno
preduzeca | preduzeéa | preduzeca
Efekti povezani sa proizvodima 34.4 34.5 29,9 33.3
Efekti povezani sa procesima 33.5 28.9 32.4 31.7
Drugi efekti 25.9 27.1 21.6 25.5

Istrazivanjem je obuhvacéen odnos izmedu izvora znanja i strategije inovacija. Nizak
obim saradnje sa obrazovnim i1 nauc¢no-istrazivackim organizacijama pokazuje da je razmena
znanja izmedu privrede i univerziteta na veoma niskom nivou. Konkretnije, da naucna
istrazivanja ne prate potrebe privrede kao i da ne dozivljavaju prakti¢nu primenu.

Dakle, moZemo re¢i da nauka u Srbiji jedino moze dati pozitivne efekte ukoliko se
uspostavi jedinstveni nacionalni inovacioni sistem. Finansiranje inovacija u Srbiji je kljucni
parameter kojim ¢e se moci premeriti brzina tranzicije kojom Srbija ide. U ovom trenutku je
ona znacajno smanjena, ali potencijal u Srbiji postoji, potrebno ga je na pravi nacin podstaci i
organizovati [13].

4. ZAKLJUCAK

Nivo inovativnosti privredne delatnosti pokazuje da je Srbija ispod proseka u odnosu
na zemlje EU, i da u Srbiji ne postoji adekvatna infrastruktura za podsticanje kreativnosti i
inovativnosti preduzeca i preduzetniStva. Srbiji je potreban model razvoja MSPP koji bi u
uslovima Svetske ekonomske krize, nedostatka obrtnog i investicionog kapitala u zemlji i sa
nasledenim problemima iz postsocijalistickog perioda bio prekretnica u obnavljanju privrede,
povecanju zaposlenosti i zivotnog standarda stanovnistva. Model rasta ekonomije Srbije, pre
krize se suocio sa ozbiljnim ograni¢enjima i1 bio je neodrziv na duZzi rok. Efekti recesije
negativno su uticali na poslovanje preduzeca i preduzetnicku klimu. Rezultati istraZivanja
preduzetnic¢ke aktivnosti ukazuju na smanjen broj pocetnika, kao i novih preduzetnika. Sve
ovo, kao 1 loSa inovativna klima, na koju posebno uti¢e ekonomska i politicka nestabilnost,
imaju negativan uticaj na rzvoj privrede uopSte. Merenje inovativnosti privrede, kao
statistiCka vrednost, svakako nece doprineti promeni opisanih okolnosti, ali moZe uticati
podsticajno na potencijalna inovativna kretanja, koja moraju biti prepoznata od strane Sire
druStvene i1 privredne javnosti, jer promocija inovativnosti moze bitno uticati na visinu
stranog investiranja, a samim tim 1 bolje iskori§¢enje inovativnog potencijala, §Sro neminovno
dovodi do rasta privredne aktivnosti na nivou privrede.
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THE IMPACT OF THE BRAND ON CONSUMER'S DECISION
MAKING PROCESS

Daliborka Blazeska, Natasha Ristovska
University of Tourism and Management in Skopje, Republic of Macedonia

Abstract: The success of a company in the marketplace depends on its ability to differentiate
the products and services it produces from those of competitors. The brand itself represents a
valuable marketing and strategic tool that ensures successful performance and at the same
time is an important source of competitive advantage. Marketers have interest in knowing
how consumers make their buying decisions. This decision-making process is extremely
complex considering that consumers are faced with numerous same or similar products on the
market. The real question is how consumers are making the buying decision, what
information are crucial for making the decision and how they perceive the strong and well-
established brands. These are the main issues that are elaborated in this paper. The main
objective of the paper s research is to identify the factors that influence the consumer s
decision making process. For this purpose, a survey is conducted and its results clearly
confirm that the brand is the most effective way of communicating with consumers and a
major factor in decision making process. In the current highly competitive environment, it is
not enough for companies to offer qualitative products and services, but to find an effective
way for their sale. Accordingly, in order to gain a higher market share and to realize the
planned sales, creating a brand is highly required and recommended.

Keywords: brand, competitive advantage, differentiation, purchasing, decision-making
process.

1.INTRODUCTION

What is common in all aspects is the fact that we live in a time of globalization where
competition is more apparent. In order to succeed in the market in these circumstances, it is
necessary to differentiate from others, and that can be done by creating strong brand. While in
the past the country's development was based on the comparative advantages such as cheap
labor and natural resources, lately the international competitiveness is affected by other
factual conditions, obtained based on knowledge and developed infrastructure, high
technology and innovation, i.e. based on the development of the global information society
and the general liberalization. The circumstances of the modern economy imply the need of
the enterprises to ensure a better competitive position in the market by combining various
strategies and tactics. We should know that the glut on the market is a major problem. In this
case we have a growing number of similar products and services where innovation products
will not lead to long-term sustainable competitive advantage because this functional
advantage usually is quickly copied. The success of the market will be possible only by
creating a strong brand that may be a unique characteristic that differentiate products and

294



International May Conference on Strategic Management - IMKSM2015,
29-31 May 2015, Bor, Serbia

services from the competitive offer. So when purchasing products, customers are deciding to
choose the product from a manufacturer that has a brand product, because they believe in it,
and it offers besides the basic values and additional values[1].

This paper will highlight the role of the brand in the process of deciding making in
shopping, understanding the importance of brands in order to achieve competitive advantage,
defining key components for the brand and the buying process, understanding the factors that
besides brand could affect a process of decision making in purchasing and proofing the
importance of the brand to increase competitiveness and successful functioning of enterprises
in domestic and foreign markets.

2.THE IMPORTANCE OF BRAND MANAGEMENT AS A WAY TO ACHHIEVE
MARKET SUCCESS

The brand is extremely important for a decision making process by the consumers.
When making the decision to purchase, the customers start from two parameters, namely -
differentiation and added value. Therefore companies are interested in managing brands and
achieving differentiation. Differentiation involves efforts to differentiate the product from
others, while the added value refers to the possibility of product labeled with the brand to
have a greater value for customers, rather than one product whose brand is not assigned.

The labeling of the product with brand is not something new. In the new
circumstances "brand marking" implies uniqueness of the product, which allows consumers to
access the necessary information upon which to make a decision whether to purchase a
particular product or not. The role of brands is to draw attention to a product that meets
specific needs. When we talk about brands we think not only of brands that are assigned to
specific products but also about services brands. According to David Jobber [2], branding is
the process by which the company differentiates its offer from the competition. The market
where you can buy a number of similar products is important to be different from others. You
have to create something that will make you stand out from the competition, something based
on what consumers will worship their trust. In order to succeed you must be able to know
your customers. Branding - is a process involving various experts. The research which is
conducted to obtain baseline results for branding, team of marketing managers, psychologists
and designers are taking part. Marketing managers, based on identified needs, explore what
kind of product or service consumers expect, the possible total market share, price etc.
Psychologists, based on a survey or focus group discussion, with decide what the consumers
think about competition, why they prefer a certain brand, what associates them about a
particular brand and which design, color or shape is the most appropriate according to them.
Finally, graphic designers create the visual elements of the brand. These visual future designs
are presented to the consumers who are asked to choose which solution they like and to
describe in more detail the reasons for that decision.

The market value of the brand is a prerequisite for the financial success of the brand.
Often the question is what the value of individual brands on the market is. The answer to
these questions is not easy. This difficulty comes from the fact that on the value of the brand a
great number of factors affect, which cannot be fully quantified. These factors include: brand
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loyalty, brand familiarity, quality experience, associations tied to the brand, other benefits
related to the ownership of the brand [3].

3.BUYER’S DECISION MAKING PROCESS

The stages through which the consumer is going through in making the decision to
purchase the product may have different durations, or some rapid change, and some slow-
going, and in some cases even some phases can be skipped or abandoned. The decision-
making process for the purchase of product is really very complicated process considering the
fact that consumers are confronted with a number of the same or similar products. In fact, the
decision to purchase is defined as "mental process” through which the consumer is going
through when purchasing. Many decisions about buying new products depend on the nature of
customers, types of products or the situation in which the purchase is executed. One of the
key factors in deciding to purchase a product is the impact of the brand [4].

The complexity of this process comes from the fact that people do not always behave
as rationally during the act of purchase. What makes the process of making a decision to
purchase complex is that two main types of influences upon him exist, namely: monetary and
non-monetary impacts. The decision to buy is based on research and gathering information
about the needs i.e. the process of purchasing products, services or ideas. Then, according to
Kotler, 5 steps are known, i.e. recognition of the needs or problem, research, evaluation of
alternatives, selection and evaluation after the purchase. But most acceptable in the marketing
literature is the division in five stages through which the process of making a decision to
purchase starts, and they are [5]:

-recognition of the need,

-gathering information

-evaluating the various alternatives,
-selection and purchasing and

-the process after the purchase.

4.RESEARCH

The survey ascertains the reasons why consumers buy certain products, followed
through the prism of the brand. This paper examines the intensity of the impact of certain
traits of the product, its cost, and certain promotional activities related to it.

The purpose of the survey is to obtain data on the impact of individual traits of the
product, and the same to be used to achieve different benefits for consumers, but also for the
manufacturers.

The problem, which is elaborated in this paper, is determining what motivates
consumers to buy the products. In fact, it examines the impact of the brand on the product, its
design, quality, its price and promotion. The goal of the research is aimed at proving whether
there is an influence from the impact of the brand on the decision to purchase and whether it
may increase the competitive advantage of the product.
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Secondary and primary data that are collected for the specific purpose of the research
are used in this research. These data were collected through the test method, a questionnaire
that is the most commonly used method for collecting primary data and consisting of a set of
questions that ask respondents to get their answers. This method is chosen because of its
flexibility, as well as the speed of data collection apart from other research methods such as
observation and experiment.

In the following part of this paper, some of the conducted questions are isolated, those
that are key to this research.

One of the key questions was the following: Do the consumers in the Republic of
Macedonia buy branded products? Regarding this question, the following results were
gained:

Table 1. The purchase of branded products in Republic of Macedonia

Purchasing branded Yes No
products
Percentage of 68% 32%
respondents

Purchasing branded products

Figure 1. Percentage of buying branded products in the Republic of Macedonia

As it can be seen from the previously mentioned figures, 68% of the respondents said
they buy branded products, which could be used as a general conclusion that there is a place
for examining the impact of brand products on purchase decision.

The answers to the question: Which brands are mostly preferred by the customers in
the Republic of Macedonia? were the following:
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Table 2. Preferred brand by the customers

Brand Argeta Stobi Flips = Coca Cola Milka Pelisterka

Percentage of

31% 28% 20% 13% 8%
respondents

The most well known brands by the customers
in the Republic of Macedonia

Pelisterka
Milka
Coca Cola
Stobi flips
Argeta

0% 5% 10% 15% 20% 25% 30% 35%

Figure 2. Percentage of the brands that are well known by the customers in the Republic of
Macedonia

The attached results show that respondents recognize many Macedonian and foreign
brands. The strongest brand in Macedonia is Argeta and 31% of the respondents claimed that,
then Stobi Flips which reported 28% of respondents, followed by Coca Cola brand which
reported 20% of respondents, Milka brand which reported 13 % of respondents, and
ultimately brand Pelisterka which reported 8% of respondents. From these results (presented
in Figure 1 and Figure 2), but they are also backed up by the research conducted by Valikon
[6], it can be concluded that the strongest brands in the Macedonian Republic of Macedonia
for 2014 are Stobi Flips and Pelisterka. Besides Macedonian brands in the country in the top 5
strongest brands are foreign brands like Argeta, Coca Cola and Milka.

Next question on the questionnaire was: Which factor are the most influential on the
decision making process in purchasing?

The respondents were asked to rank the factors that according to them are the most
influential on their decision making process in purchasing some product. According to the
gathered data (results), the brand of the product took the first place, second was its price, third
the design, fourth its promotion and on fifth place the economic propaganda i.e.:
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Picture 1. Factors that are the most influential to the customers on the decision making
process in purchasing some product in the Republic of Macedonia

From the results of this question we may come to the conclusion that the majority of
respondents said that overriding is the brand of the product which once again confirms the
hypothesis that for the consumers the brand is very important when making their purchasing
decision. Not a small number of respondents answered that an important factor in the decision
to purchase is the price of the product. Mostly brand of products is accompanied by a high
price, but it must be concluded that the price is important to the respondents as a factor in
purchasing decision because a large number of respondents have small purchasing power.

The question: How design influences the purchasing decision? gave the following
data: 65% of respondents said that product design is important for choosing a product and
35% of respondents believe that product design is important when choosing a product, i.e.:

Table 3. The influence of the design on the purchasing decision

The influence of the design on the Yes No
purchasing decision
Percentage of respondents 65% 35%
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The influence of the design on the purchasing decision

Figure 3. Percentage of the design influence on the purchasing decision

The next question was about the share of respondents that have ever payed attention
on the promotional activities and their impact on the decision to purchase. Indeed, the
question: Do the promotional activities influence the decision to purchase? gave the following
results:

Table 4. The influence of the promotional activities on the purchasing decision

The influence of the promotional Yes No
activities on the purchasing decision

Percentage of respondents 40% 60%

The influence of the promotional activities on the
purchasing decision

Figure 4. Percentage of the influence of the promotional activities the purchasing decision
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According to the results, 60% of the respondents said that the promotional activities
did not have a great impact on their decision to purchase, while 40% of the respondents said
that the promotional activities of the companies influence their decision to purchase.

The final survey question conducted for this research was: Does the price influence the
decision to purchase? The following results were obtained:

Table 5: The influence of the price on the decision to purchase

The influence of the price on the Yes No
purchasing decision
Percentage of respondents 75% 25%

The influence of the price on the purchasing decision

Figure 5. Percentage of the influence of the purchasing decision

The results show that purchasing decision for 75% of the respondents is influenced by
the and 35% of respondents said that the price does not influence their decision to purchase.

5.RESEARCH RESULTS

From the answers given and processed, it can be concluded that the participants in the
process of making a purchase decision are influenced by a number of factors such as brand,
price, 