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IX

PREFACE

The organizing is an evolutionary phenomenon, distinctive because of laws of existence and 
maintaining all structures in all processes of their functioning. As such, it is a civilizational 
phenomenon also that occurs as a component of human, individual and social activities and as a 
factor in the overall development of man and society. On the other hand, as a deliberate human 
activity, organizing involves seeking solutions to problems that occur on the way to achieving 
specific goals. No goal can be achieved without appropriate or necessary, or at least minimal or-
ganization of conditions, factors and processes needed for goal achievement. However, the mod-
ern era requires new types of leaders and managers, and new forms of organization; demands 
those who are willing and able to lead the company / corporation / state, in a distinct competitive 
environment, with all the good and bad sides brought by the globalization of world economy.

Association of Economists and Managers of the Balkans headquartered in Belgrade – Serbia at 
premises of the Graz University of Technology – Austria organized 5th International Scientif-
ic-Business Conference titled: Leadership, Innovation, Management and Economics: Integrated 
Politics of Research – LIMEN 2019 on December 12, 2019.

Bearing in mind the challenges of a dynamic engagement in contemporary organizations, it is 
clear that within the analysis of these important subjects should be applied interdisciplinary ap-
proach. For this reason, the main theme of the conference LIMEN 2019 was processed through 
the following key topics: 
• Leaders and Leadership
• Entrepreneurship
• Innovation
• Creativity
• Management of Small and Medium-sized 

Enterprises
• Contemporary Strategic Management
• Financial Management and Banking
• Marketing Management
• Project Management
• GREEN Management
• Natural Resource Management
• Quality Management
• Management of New Technologies

• Management Information Systems
• Education Management
• Intercultural Management
• Public Sector Management
• Human Resources Management
• Organizational Behavior
• Business Ethics
• Macroeconomics
• Microeconomics
• Finance
• Marketing
• Labour Law
• Business Law

The aim of this year’s conference is also achieved – bring together the academic community of 
the Balkans region and other countries and publication of their papers with the purpose of pop-
ularization of science and their personal and collective affirmation. The unique program com-
bined presentation of the latest scientific developments in these areas, interactive discussions and 
other forms of interpersonal exchange of experiences.

The conference was opened by professor Vladimir Tomašević, Faculty Council Chair of the Fac-
ulty of Engineering Management – Belgrade and a member of the Scientific Committee of the 
conference and professor Stefan Grbenić from the University of Technology Graz, Institute of 
Business Economics and Industrial Sociology, Graz, Austria.
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Within publications from LIMEN 2019 conference:
• 20 double peer reviewed papers have been published in the International Scientific-Business 

Conference LIMEN: Leadership, Innovation, Management and Economics: Integrated Poli-
tics of Research – Selected Papers,

• 24 double peer reviewed papers have been published in the International Scientific-Business 
Conference LIMEN: Leadership, Innovation, Management and Economics: Integrated Poli-
tics of Research – Conference Proceedings,

• 31 abstracts have been published in the International Scientific-Business Conference LIMEN: 
Leadership, Innovation, Management and Economics: Integrated Politics of Research – Book 
of Abstracts.

LIMEN 2019 publications have more than 380 pages. All papers have been scanned with Cross-
check (powered by Turnitin) and have Orcid iD integration. 

Besides that, 16 papers have been accepted for publication in the conference partner journals 
namely:
1. Littera Scripta (Economics, Corporate finance, Finance and Valuation) is a multidisciplinary 

journal published by the Institute of Technology and Business in České Budějovice (Czech 
Republic). The journal is currently indexed on the list of reviewed non-impacted journals 
published in the Czech Republic, in CEJSH, in EZB, and in ERIH PLUS. In May 2018 Littera 
Scripta was suggested to be included in Scopus. At present it is beeing reviewed by the Scopus 
Content Selection & Advisory Board (CSAB) and Web of Science database.

2. Journal of Innovative Business and Management is published by DOBA Faculty, Maribor 
(Slovenia) and referred in international scientific journal bases DOAJ, Google Scholar, Econ-
Papers, ResearchGate and RePec. It has been published since 2009 and since then it has been 
attracting more and more interest among the readers, who predominantly come from aca-
demia and business practice.

3. Balkans Journal of Emerging Trends in Social Sciences (Balkans JETSS) is an interna-
tional scientific journal, published by the Association of Economists and Managers of the 
Balkans. Aims and scope are economics, management, law and tourism. Balkans JETSS have 
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following indexations: Google Scholar, CEEOL (Central and Eastern European Online Li-
brary), ProQuest́ s Serial Solutions, Summon, Primo Central, Alma, EBSCO ś EDS Discovery 
Service and Knowledge Base, TDNet and OCLC. Until the end of 2020, it will be submitted 
to indexation in SCOPUS and WoS, too.

4. Journal of Sustainable Development (JSD) is an international journal published by the In-
tegrated Business Faculty – Skopje, Macedonia. JSD area includes three pillars of economic, 
social and environmental development issues. All these aspects are considered relevant for 
publishing in the JSD. The journal is officially listed in the respected EBSCO database, CEE-
OL database, as well as the databases of Business Source Complete and Sustainability Refer-
ence Center. All articles published in the journal are also indexed in these databases.

Participation in the conference took 129 researchers with the paper representing 20 different 
countries (Albania, Austria, Belgium, Bosnia & Herzegovina, Bulgaria, Croatia, Czech Republic, 
Hungary, Ireland, Italy, Latvia, North Macedonia, Poland, Portugal, Romania, Russia, Serbia, 
Slovak Republic, Slovenia and Spain), different universities, eminent faculties, scientific insti-
tutes, colleges, etc.
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Abstract: Nowadays it is not enough for the company to provide maximum services in order to function 
successfully; it is important to gain a foothold in consumers’ minds as a successful brand on the one 
hand, and the company that you can trust on the other. In this regard, brand promotion has become a 
prerequisite for long-term and successful business in the market, meeting the consumers ‘needs.

A high level of brand recognition is a significant factor in making a profit. After the aggressive ad-
vertising campaign, a long-term effect of brand recognition in the market is possible. A satisfied loyal 
consumer will produce word-of-mouth advertising himself, tell friends and acquaintances about the 
brand, promoting it.

One of best examples of brand promotion is a telecommunications sector. It plays a crucial role in de-
veloping world trade, exchanging scientific knowledge and enhancing the country’s innovative poten-
tial. Today at the stage of world economy globalization, the telecommunications sector is a key driver 
for the growth of scientific and technological progress, the development of international trade and the 
economic development of the country as a whole. The number of users of these services is constantly 
growing.

The analysis of marketing activities of the company “Telecom” to promote the brand revealed the 
following: since 2008, the company has been a multi-service telecom operator providing telecommuni-
cation services in Yekaterinburg and other cities and towns of the Urals Federal District (Internet con-
nection, data transfer, virtual private network organization, business application protection and etc.).
Keywords: Brand promotion, Brand model, Brand code, Advertising campaign, Mobile operator.

1 . INTRODUCTION

Today many theorists and practitioners refer to the definition of the brand essence and brand 
classification considering brand model strategies and brand promotion tools. The word 

“brand” comes from the Old Norse “brandr”, which is translated as “burn, fire”. A brand was 
called a symbol marking the property and which the owners used to mark their livestock (Cher-
natony, 2017).

A brand is not a legal concept, but a term used in marketing (commercial, territorial, political, 
personal). It means information about the sign, stored in consumers’ minds, positively identi-
fying and fixing the unconditional values and advantages of the object marked by it among its 
analogues. These values and benefits can be determined by its functional, social or emotional 
characteristics, or combine them (Chernatony, 2017).

1 Ural federal University named after the first President of Russia B.N.Yeltsin, Russia
2 Ural federal University named after the first President of Russia B.N.Yeltsin, Russia
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Thus, the branded product is unmistakably recognized by consumers among other brands of 
the same product or service category. If we compare a branded product with an ordinary one 
without a brand status, we can notice that the first one has added value that is attractive to the 
consumer (Khrutsky, 2016).

2 . METHODOLOGY

The definitions of “brand” were discussed by many scholars. Thus, Ph. Kotler says that brand is 
a name, a term, a symbol or a design (or a combination of all these concepts), denoting a certain 
type of product or service of a single manufacturer (or a group of manufacturers) and distin-
guishing it from the goods and services of other manufacturers (Burnet & Moriarty, 2015). P. 
Temporal notes that brand exists only in consumers’ minds and without their emotional com-
mitment. Brand is a set of relationships between goods and consumers (Chernatony, 2017).

D. Ogilvy considers brand to be an intangible sum of product properties: its name, packaging 
and price, history, reputation and method of advertising. A brand is also a combination of the 
impression it makes on consumers and the result of their experience in its using (Ogilvy, 2017).

E. Semenova and S.Shilina confirm that a product can be considered brand if: first, it is avail-
able to 75% of buyers; second, the same percentage of the target audience can simply identify 
the industry by one brand name; third, at least 20% of buyers from the target audience use it 
regularly; fourth, at least the same percentage of buyers from the target audience can correctly 
identify the main brand characteristics; fifth, the product has been on the market for at least five 
years; sixth, buyers in any case will pay more for this product than for similar products in the 
category (Chernatony, 2017).

3 . DISCUSSION AND RESULTS

Brand possesses certain properties (brand attributes), namely functional or emotional associa-
tions assigned to it by buyers and potential customers. Brand attributes can be either positive or 
negative; may have different strength and importance for different market segments. Each brand 
has a main characteristic defining its essence. 

Along with the brand essence, one should not forget about its mission, i.e. the idea of brand 
existence, as manufacturers understand it. All brand attributes together constitute the brand 
identity that implies a combination of several components: brand positioning (a place occupied 
by brand in consumers’ minds); character (personality) and etc.

According to consumers, brand implies a momentary promise to customers from its producers. 
Thus, advertising campaign can form brand image (what is currently in consumers’ minds). 
Brand loyalty is a psychological factor associated with consumer perception of the brand. The 
strength of brand loyalty is the choice of the brand in case of other alternatives (Kotler, 2013).

Specialists considering branding tools unanimously write about choosing the right promotion 
method. The popular method is a “Pull” or “pulling” method, which is aimed at consumers, 
while brand image is formed by placing its advertising in mass media, on transport and outdoor 
advertising. There is also a second “Push” or “pushing” method. It influences intermediary 
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companies and sales staff. Favorable conditions for cooperation and bonuses are provided for 
distributors. They, in turn, must provide promotional materials and train retail personnel.

For brand promoting, ATL and BTL advertising, direct marketing, sales promotion, event mar-
keting, hidden advertising (product placement) are used when advertisement is introduced in 
the plot of feature films, series, books, games, music, the application of non-standard media for 
advertising (ads on bags, shopping carts, on lids for takeaway food, trash cans, etc.).

The Internet is an effective tool for promoting brands. A wide audience, the possibility of two-
way communication, high speed information transfer, low cost and etc. are the main advantages 
for implementing promotion. The main ways of promoting in global network are the follow-
ing: search engine optimization, contextual and display advertising, SMM and viral marketing, 
e-mail newsletters.

Social networks are becoming popular platforms for brand promotion. Foreign countries have 
already realized their potential, while in Russia not many companies use social networks as a 
means of marketing communication (Pesoyskaya, 2013).

Nowadays the telecommunications sector plays a crucial role in the world trade development, 
the scientific knowledge exchange and increasing the country’s innovative potential. At the 
stage of the world economy globalization this sector is one of key drivers for the growth of sci-
entific and technological progress, the development of international trade and economy of the 
country as a whole. The number of users of these services is constantly growing.

The analysis of the marketing activities of the company “Telecom” resulted in the following: 
since 2008, “Telecom” has been a multi-service telecom operator providing telecommunication 
services in Yekaterinburg and other cities and towns of the region (Internet connection, teleph-
ony, data transfer, virtual private network organization, business application protection). By 
2019, there are more than ninety branches throughout the Urals Federal District. The company 
is aimed at providing people with the services they deserve.

The goal analysis the SMART format that shows that it must be concrete, limited in time, meas-
urable, significant and achievable. This goal is directed to increasing sales of the company brand 
in the B2C market in the Sverdlovsk Region by 20 percent by the end of 2020. The company 
“Telecom” implements the concept of traditional marketing. The company has all the necessary 
licenses to carry out activities. The company employs more than 500 people, it has a hierarchi-
cal organizational structure and a marketing department and takes the second in the regional 
market (15 percent of the market share) (https://k-telecom.org).

To maintain the existing market share, it’s important to promote the brand: 
• develop and conduct an advertising campaign aimed at promoting “Telecom” brand; 
• increase the frequency of using targeted advertising in social networks in order to at-

tract consumers;
• collaborate with local media, create a CRM system for increasing the level of process 

automation;
• use SEO optimization in Yandex.Direct and Google AdWords;
• work on creating the image of the company’s brand as a reliable Internet provider in 

this region.
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The SWOT analysis made it possible to assess the strengths and weaknesses, opportunities and 
threats to the company. The most significant weakness is a controversial brand image, inade-
quate use of Internet marketing in the promotion complex. 

The next step was directed to segmenting the B2C market of telecommunication services of 
the region. This resulted in obtaining 62 segments. Four target segments were selected and 
their main values were determined: the ability to choose an individual tariff; comfort in getting 
information; brand image of “Telecom” as a manufacturer of “fast” Internet; participating in 
lotteries and receiving branded souvenirs, service support from qualified employees; trust of 
city residents in the company. The existing brand model does not fully satisfy the needs of con-
sumers of these 4 target segments.

The analysis of the existing brand model of “Telecom” showed that the company was imple-
menting the emotional component of its brand. In 2015, on the base of benchmarking with the 
company “Rostelecom” marketers decided to introduce testimonium by analogy method, i.e. 
use the animal as a brand symbol (photo of a dog of the husky breed). The dog has the name 
“Click”, which is associated with a click on the Internet. 

The company uses Click in advertising media, and also has a puppet for participating in city 
events, conducting contests and promotions. Today’s realities require more and more informal 
contacts with target audiences. With the right effect on consumers’ emotions, one can real-
ly make people feel more satisfied and happier, and therefore more grateful to the brand that 
helped their feelings arose. 

The company “symbol” as a dog (the husky breed) appeared for several reasons:
1. A dog is a friend of a person, a dog of the husky breed is distinguished by its fidelity, 

reliability and speed („husky” – a sled dog), which can be correlated with certain char-
acteristics of the telecommunication services of the company “Telecom”, namely: fidelity 
– the company does not raise prices and doesn’t set fines for services; reliability – tele-
communication services (Internet, television) function without failures and breakdowns; 
and speed – quick download links / movies, etc. on the Internet without expectations.

2. A dog of the husky breed with an unusual and attractive appearance, which can be used 
both in advertising layouts and in creating a life-size puppet.

At the moment, the brand does not have any social dimension, the consumer does not identify 
with a particular social group. The brand does not have any mental dimension, the consumer 
does not receive and does not feel the support of the “Telecom” brand. By naming, the brand is 
confused with the brand of “Rostelecom”.

4 . CONCLUSION

The analysis of the target audience, the competitive environment of the telecommunication ser-
vices market, consumers’ preferences of telecommunication services in the regional B2C mar-
ket, the model of the company “Telecom” and consumers’ core values, results in the following 
recommendations:

1. conduct an advertising campaign aimed at promoting the brand of “Telecom” in the 
regional B2C market to increase brand recognition of the company; 

2. form a stable positive brand image of the company in consumers’ minds;
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3. strengthen the role of information and image advertising;
4. strengthen the role of the Internet advertising; 
5. enlarge the logo on the main page so that the consumer could spend a second to enter 

the site and see the brand logo;
6. place the logo in such a way so that it could constantly be in front of consumers’ eyes. 

The implementation of these recommendations aimed at promoting the brand will give positive 
results for production activities of the company due to their communicative and economic effi-
ciency and increase the competitiveness of the mobile operator in the regional market.
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Abstract: The goal of this article is to consider which skills a manager has/will need and will use if he 
wants to achieve above-average results. Today, the manager must be focused on himself, be responsible 
for his own knowledge and development, and at the same time take full responsibility for the advance-
ment and development of all employees. A good manager hears what others do not hear, sees what 
others do not see, and feels what others do not feel. The most successful manager is the one who has 
an open mind, is sincere, change-oriented, curious and creative. He is a master of soft skills that are 
based on relationships with everyone he interacts with and he masters the relationships with society. 
Today, in a time of constant change in technology, he must also have a well-developed computer liter-
acy, since modern management of an organization is not possible without a highly developed computer 
information system.

Keywords: Modern e-manager, Modern manager skills, Computer literacy.

1 . INTRODUCTION

Drucker (1992, in: Kanjuo Mrčela, 1996, p. 14) states that rarely has any institution in human 
history appeared so suddenly and had such a rapid and great effect as management. He 

defines management as a „new social function” that has completely transformed the social and 
economic fabric of this world in less than 150 years. Management emerged when large busi-
ness organizations began to emerge – organizations (late 19th century) – in which they had to 
coordinate the work of a large number of people performing various tasks. The only such large 
organizations at this time were war organizations; they were a model and role model for large 
organizations. From these, the concepts of control and command of a small group of people 
have taken over the large crowd within the strictly hierarchical structure of the organization.

Over time, management acquired new forms, functions and dimensions. Management has al-
ways monitored and responded to changes in organizations. It also promoted change and devel-
opment in organizations, so it’s no coincidence that theories of organization and management 
seemed close and even overlapped. Management represents the most important function in the 
organization (Fayol, 1949; in Bahtijarević-Šiber et al., 1999, p. 445).

Management has evolved – like many other scientific disciplines – into practice. Although some 
of the scientific bases of management date back to the nineteenth century, the systematic devel-
opment of modern management as a scientific discipline began in the early twentieth century 
and coincides with the development of industry. Since then, many professional publications 
have been published in the world of management, and the manager has become one of the high-
est paid professions.

1 Faculty of Business and Management, University of Novo mesto, Na Loko 2, 8000 Novo mesto, Slovenia

https://doi.org/10.31410/LIMEN.2019.7


LIMEN 2019 
Conference Proceedings

8

2. MANAGER OF TODAY AND OF THE FUTURE: E-MANAGER

Research has shown that it takes 15-20 years to develop a top manager. The main factors that make 
it successful are: 10 % represents education, 20 % success depends on the people with whom it 
works, and 70 % represent experience (part-time studies, early leadership experiences, creating 
something from scratch, restructuring, project work, increased responsibility, problems, etc.).

The manager of the future is responsible for his knowledge: he will decide on resources, create 
his own ideas about phenomena, use his time for his own experience, connect data with new 
circumstances, etc. (Krajnc, 1996, p. 9). The focus is on interdisciplinary education, which re-
quires the manager to have comprehensive knowledge, skills, new habits and a combination of 
information from different disciplines.

Schein (2004, p. 287) outlines the characteristics that the manager of the future is expected to pos-
sess: an extraordinary ability to perceive and insight into himself and the real world; exceptional 
motivation ability that will enable him to overcome the difficulties that arise in the learning phase 
through change; emotional strength that will help overcome fears of learning and change that will 
become part of everyday life; the willingness and ability to involve others in the organization, 
because the tasks will be too complex and the information will be too much for the manager to 
handle; the will and ability to share power and control according to the knowledge and skills of 
the participants, which means allowing and promoting leadership throughout the organization.

In addition to the qualities already mentioned, the future manager will be a person who will be 
able (Hesselbein et al., 1996, p. 154): to lead and to follow; sometimes being the center, some-
times the fringe of what is happening; be sometimes up, sometimes down on a hierarchical 
scale; to work alone and in a team and be an eternal student.

The new profile of the manager, established in the beginning of the 21st century, must be con-
vincing, and above all, he must be able to motivate his colleagues and attract them with per-
sonal example. One major challenge for the management of the future will be to match and 
complement the goals of the organization and the personal goals of the employees (including 
management). As early, Görg (1991, p. 12) announced the following changes in management in 
the future:

• The trend of internationalization of the economy, while increasing national and regional 
independence;

• The company evolves into an entertainment company. At the same time, the social im-
pact of productivity is growing;

• The public is becoming increasingly critical of the industry. At the same time, he is 
becoming increasingly aware of the crucial role of the economy in achieving socio-po-
litical goals and solving socio-political problems;

• Public morale levels are rising and private morale is falling.

According to Mayer (2002), the modern manager has the following characteristics:
• Intelligence in terms of responding quickly and appropriately to change. Very intelli-

gent people, as a rule, are not good leaders, because they are more focused on dialogue 
with themselves than with others, thoughts overtake the words spoken, so expression is 
less comprehensible. However, leaders are above average intelligent. Their intelligence 
is also reflected in the performance of several rules (so-called parallel processing);
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• Personality in the narrowest sense, among which the following qualities stand out among 
managers. Dominance (or dominance), which is an internal tendency to power over others. 
The next feature is extraversion (openness), which opens up possibilities for communica-
tion, exposing one another’s interactions, emotional expressiveness. Emotional stability 
or neutral emotional state5. Honesty is one of the qualities of a manager that contributes 
to the employees’ confidence that the tasks are fairly distributed and objectively evaluat-
ed. However, honesty usually relies only on one’s own conduct. Therefore, the honesty of 
a manager must be closely linked to responsibility for others. As a last personality trait, 
there is a reliability that relates to and is committed to fulfilling promises and agreements;

• Creativity as the next trait of managers and understood as a human ability to out-
grow what has already been created. Creativity cannot be planned, but encouraged 
and expected. Creative managers are those who have no tongue hair, deal with things 
thoroughly and are stubbornly persistent. They also think in their own way. They are 
enriched with a rich imagination and are original and humorous in their actions. The 
creative mission, then, is the art of promoting the creative work of colleagues. If a lead-
er is able to instill the joy of working and socializing and inspiring colleagues for top 
achievements, creativity comes automatically;

• Expressiveness as a trait of managers is welcomed in the process of entrusting tasks, in 
various presentations, in business negotiations, in mentoring and in public appearanc-
es. It is a complex messaging ability and skill. Expressiveness is teachable. Its lightness, 
comprehensibility, interestingness and persuasiveness of expression of the manager di-
rectly influence all those to whom the message is intended;

• Empathy (the ability to experience another) is, in contrast to expressiveness, a natural 
reality that cannot be learned. It provides a deeper insight into yourself, which is es-
pecially important for personal maturation – as a key item in shaping self-image. It is 
especially important when the positions of the manager and associate are diametrical 
(that is: completely opposite);

• Positive self-image is the ticket to the circle of leading personalities. The person who trusts, 
is satisfied with himself, is self-critical and progress-oriented can successfully lead others. 
Negative attitude towards oneself excludes affection for others – the basis for cooperation;

• Determination (or courage) are also qualities of a good manager. Although the belief is 
that no man can be decisive in all situations, in all cases. In practice, however, it turns out 
that determination is dependent and expressive on the emotional component of givenness;

• Altruism and philanthropy are the basic attitudes of the manager towards his colleagues. 
A good leader is always in the background and exposed only when needed. In doing so, 
he does not neglect caring for others in arousing a sense of importance and need;

• Ethical principles are the core of conduct that directs the person from the value and the 
differential – the biological to the valence of the human. The sense of good/bad, just/
unjust develops in the process of education, which means that ethics is learnable and 
that its key source is interpersonal relationships. The most important goal of ethical 
development is a good man, who is also the primary trait of a good leader.

Given the complexity of the tasks (and expected personality traits) that the manager of the 
future will have to perform, we believe that he will need a wide range of skills that will allow 
him flexibility, dynamism, adaptation to new changes, risk taking and increasing responsibili-
ties, etc. Therefore, it is very important for the future of continuing education and training for 
managers, both formal and informal, that it will constantly ensure that programs are relevant to 
the needs of businesses. State and private educational institutions will have to develop, update 
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their programs (teaching content), supplement their teaching forms, methods and resources. 
Only in this way will they attract (educate) managers, otherwise they will remain outside the 
management development flow and without demand for their „products”. Given the economic 
and political integration of European countries, they will have to liaise with foreign educational 
institutions and involve (recognized) foreign lecturers with international experience.

Managers are becoming increasingly aware that, in addition to being responsible for their own 
knowledge and development, they must also take full responsibility for the advancement and 
development of employees and all employees. Because they will have to cope with all the global 
challenges that will always require new skills, they will need to be educated on a permanent 
basis. Krajnc (2002, p. 221) emphasizes the importance of developing one’s own identification 
of an individual, which enables him / her to open communication, integration at a higher demo-
cratic level in relation to other people. A manager with a formed identity will be able to accept 
and tolerate the otherness and diversity of others, as he must actively confront the processes of 
globalization aimed at accepting the world as one community.

3 . A MODERN E-MANAGER

The shift from e-commerce to business is a change across the organization, not just a replace-
ment for new technologies. The Internet economy is changing everything: the way organiza-
tions are managed, the organizational culture, and managers are required to acquire new skills. 
The Internet requires many new skills, but it is believed that a good manager can also become 
a good e-manager. Certain quality attributes of managers have become even more important in 
the modern economy than they have been before (Penger, 2001, p. 25).

The past few years have seen a remarkable development of information literacy around the 
world. Data, information and knowledge are crucial for each individual. Nowadays, information 
literacy is no longer relevant only to individuals, but to the whole economy and all the popu-
lation. We know many forms of information literacy, and they are all very important. It is im-
portant both in e-learning and in other traditional forms. Information literacy is very important 
today for most workers and jobs (Grčar et al., 2006, pp. 1-2). Information can take many forms: 
textual, graphic, audio visual. They are available to us in various places, in the mass media, on 
the Internet, in the library, within the local community, in interest organizations. This informa-
tion is made available to users in unfiltered form and doubts about its authenticity, reliability and 
validity are raised. Since a wealth of information does not make itself an informed individual; 
an individual needs a whole range of interrelated skills to use the information effectively. We 
need to create an information literate (Miller, 2016, p. 6).

Information literacy is generally defined as the ability to identify information needs, to obtain, 
evaluate and use information from a variety of sources. It is a widespread concept of traditional 
literacy because it binds to the use of any character system and involves the understanding and 
creative use of information also transmitted through modern computer, communication and re-
production technology. It is development oriented. It is an integral content of human continuous 
learning, learning to master it so that we can learn, explore (Novljan, 2002, p. 10). Javrh et al. 
(2018, p. 13) describe the concept of digital literacy as a fundamental ability of an individual to 
use and function in the digital world. Digital literacy is the ability to safely and critically use in-
formation society technologies in a variety of fields: at work, in leisure, and to communicate with 
others. A key component of this capability is digital competence. Digital literacy encompasses 
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the critical and secure use of digital technology at work, for personal leisure and communica-
tion. Fundamental computer knowledge, such as the use of a computer to search, evaluate, store, 
produce, present and share information, and to communicate and participate in shared networks 
on the Internet, is fundamental. For example, digital literacy in everyday life means that an indi-
vidual is able to install a proper tablet game on their child, share beautiful travel clips with their 
friends, have no problems online shopping, making online payments, etc. A digitally literate 
individual knows and uses digital appliances and gadgets, such as computers, smartphones, and 
web tools, and can connect and update them for his or her personal needs, while being skilled 
enough to use this knowledge and he does his job easily. Using digital technology, it searches for 
and manages a variety of information, communicates and performs various tasks in many ways. 
It manages various mobile and computer applications. He knows how to choose the right path to 
reach his goal, and understands the legalities of the digital social environment and finds itself in it.

An information literate person should know at least the lowest level of the computer (basic com-
puter equipment, media, input and output units), should be able to operate, start and shut down 
the computer, use input and output units, adjust the desktop, edit the computer settings, use the 
Internet (basic on security, web browser, bookmarks, searching information on the internet, 
printing) and working with email (spam, electronic communication) (Borse, 2006, pp. 3 – 4). 
An information literate person is capable to (Stopar, 2010, p. 7):

• identify and identify the information need,
• obtain the necessary information effectively and efficiently,
• critically evaluate information and information resources,
• integrate selected information into your background knowledge,
• successfully use the information to achieve a more specific goal,
• understand the economic, legal and social aspects of the use of information and obtain 

and use information in accordance with ethical rules and regulations.

Lavtar (2003, pp. 14–19) summarizes the seven dimensions of literacy:
• Tool literacy: the ability to understand and use practical and conceptual information 

technology tools (software, hardware) relevant to the education, field of work and person-
al life of the individual. Basic computer and network application programs are included;

• Literacy for the use of resources: the ability to understand the forms, formats, locations 
of information resources and methods of accessing them, especially the development 
of network information resources. This definition most closely matches the concepts of 
information literacy by librarians and contains the concepts of classification and organ-
ization of information resources;

• Socio-structural literacy: means knowing how and how information is socially shaped. 
This means how it suits the various groups in society. It also means knowing the institu-
tions (universities, libraries, companies) that create and organize information, knowledge;

• Research literacy: encompasses the ability to understand and use the tools of today’s 
researchers (e.g. computer programs for quantitative and qualitative analysis);

• Publishing literacy: the ability to design and publish research and ideas electronically, 
in text and multimedia formats (including WWW, CD-ROM, e-mail);

• Technology literacy: the ability to adapt, understand, evaluate and apply information 
technology innovations;

• Critical literacy: the ability to critical evaluate the intellectual, human and social 
strengths and weaknesses, capabilities and limitations, benefits of information technol-
ogy. It includes a historical, socio-political and cultural perspective.
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The most important skills and abilities of the modern e-manager are presented in the table below.

Table 1: The most important features and capabilities of an e-manager
The ability Identifying the content to which the ability relates

Speed
Speed of business depends not only on the Internet and support technologies, but on 
the ability of the e-manager to make quick decisions. In the Internet age, management 
performs activities in parallel rather than sequentially.

Ability to learn and 
develop

Human capital is the most important resource of modern organization. Talented 
and capable employees must be allowed personal development. In recent years, the 
Internet has created jobs such as information architect, e-commerce manager and 
knowledge manager.

Openness
An OECD survey found that business openness is emerging as a strategy. 
E-businesses disclose information to business partners through access to databases. 
This requires mutual trust.

Ability (virtual 
collaboration)

An e-manager must be able to work with the team, employees and outsiders, who are 
increasingly remote, so he must learn new ways of virtual collaboration. Because of 
the Internet, teams are physically and temporally separated.

Standards In the age of e-commerce, when software replaces people’s work, management must 
clearly define e-commerce standards.

Good communication

E-managers must have the ability to communicate effectively across business 
units within the organization and with external members. The horizontal network 
architecture enables direct communication of the employee with the senior manager 
and removes the intermediate links.

Content management
E-managers must ensure that the Internet image is successful, provides proper 
navigation and contains the right content. More complex pages mean harder updates 
with new features and higher maintenance costs.

Customer focus E-managers need to focus on increasingly individualized customer relationships.

Knowledge 
management

E-managers need to develop a philosophy of knowledge management. The 
development of complex databases and intranets enables companies to acquire, retain 
and impart knowledge.

Keeping employees 
through cases

Management must first and foremost encourage the use of Internet technology by all 
employees.

Internet literacy The Internet age manager must be literate in order to take advantage of the immediate 
availability of information and data over the network.

Strategic decision 
making

Because of the speed dynamics, e-managers must be able to make quick decisions 
about strategic, non-routine content.

Source: Penger, 2001

Information literacy enables managers to be more responsible in jobs and careers. Information liter-
acy enhances their competences in evaluating, managing and using information (Stopar, 2010, p. 9).

4 . CONCLUSION

The importance of digital technology in both the personal lives and work environments, and 
therefore the digital skills needed to make the best use of it, have been constantly growing in 
the past decades.

Managers must have developed the following digital skills: instrumental skills, structural or 
informational skills, and strategic skills, which refer to the ability to use the information proac-
tively to affect one’s professional and personal environment.

According to Fau and Moreau (2018, p. 24) managers should focus on three areas to create and 
enabling environment: Digitization of businesses, by providing a framework and incentives for 
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businesses to adopt new technologies and update their working practices by integrating digital 
technologies. This creates a demand for digital skills that can foster and enhance the development 
of such skills internally and externally (workplace training courses, specialized courses in higher 
education, etc.); technological infrastructure, through investments aimed at providing quality 
high-speed Internet access, reducing access costs, connecting populations in remote regions; the 
development of online content (locally relevant content, content in local languages, etc.) to create 
a virtuous circle in which enhanced content is both a driver and a consequence of digital skills.
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PLANNING IN CONTEMPORARY MANAGEMENT CONDITIONS
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Abstract: Planning has increasingly been gaining in significance in a more recent period and at all 
levels. There is also room for developing more perfect and newer forms of planning. The market is be-
coming an economic space both as the subject matter of contemporary business planning and the sub-
ject matter of a contemporary plan. The management structure (i.e. management) is not only faced with 
dilemmas regarded as either plan or market dilemmas, but rather as both plan and market dilemmas.

Keywords: Planning, Plan, Visionary ability, Horizon, Strategy, Tactics, Operation plan, Operationality.

1 . PRIOR DETERMINANTS

Planning from the highest macro-aspect (as well as the central level, i.e. the mezzo-aspect) 
implies a form of the conscious, rational coordination and directing of economic, branch, 

regional and social-economic development, which is gaining in significance with the new role 
of the state.

The micro-aspect of management implies planning as denoting the primary function of the 
management process. Namely, planning is the first (initial) of the equal functions (phases, stag-
es, subsystems, segments) of the management process. In the same manner, planning basically 
starts, generates (initiates) and intensifies the activities of organizing (labor, manufacturing, 
services), decision-making, leading and handling, and control activities. The absence of plan-
ning leads to chaos. 

The causes for, origins of and reasons for the necessity of planning are complex and intricate: 1. 
the organization and direction of the activities to be performed by managers and (or) employees 
in organizations (i.e. a vision, a mission, ideas, goals, motives, a strategy, tactical and opera-
tional short- and long-term plans) are oriented; 2. a lack of organization, a lack of occupation, 
a lack of order and a chaotic atmosphere are reduced; 3. redundant, irrational, non-purposeful 
and ancillary (supplementary) activities are reduced; 4. planning decisions promulgated are 
determined as the benchmark (i.e. “standard”) of control; 5. the future (in an internal, external 
and connected environment) is predicted, and we always aspire to direct, adapt and control the 
future and reduce entropy (the immanent tendency of a system to move towards uncertainty, 
chaos and destruction); 6. omissions, misses and mistakes that have been made are corrected 
and rectified; 7. the possibilities of making changes in working are perceived, etc. Apart from 
this, approaches to planning may be diverse. Planning is a) the basis for the decision-making 
process (making individual, concrete decisions), also including (encompassing) the related in-
tegral process (system) of determining decisions themselves; b) the application of formalized 
techniques, rules, procedures and methods; c) minimizing economic, business riskiness; d) per-
ceiving entrepreneurship flows; e) thinking, creative working out and “control” of the future, 
and so on. A whole “panoply” of approaches are also possible to apply.
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Planning is also possible to interpret (in a narrower sense) as the flow (process) of determining 
and making planning decisions. Different planning decisions are immanent: intercausal, inter-
dependent, inter-conditioned and integrated (in an integral system). Planning decisions arise 
from a vision, mission and ideas (leading ideas and ideals) of business entities and, more broad-
ly perceived, organizations, further including goals, means, projections, concepts, strategies 
and plans. It is possible to generate planning decisions in a formalized process based on relevant 
planning methodologies, and frequently on the unformalized development of processes, where-
as interwoven (“cross” and other) flows are also beyond dispute. Information (data, facts) are the 
underpinning for making timely and quality planning decisions. This has been made possible 
by the modern, fast, expansive development of the cybernetic and computer systems. The infor-
mational basis was much scarcer in the prior era. 

A fact is established that planning is a conscious and continuous process of exploring, ana-
lyzing, projecting, making concepts of and predicting the factors of the (internal, external and 
related) labor and organizational environment even on this basis of making planning decisions 
on a vision, a mission, goals, means, a strategy, plans and important planned tasks.

The effects of the flow of prediction reflect in planning assumptions (starting points, premises) 
that are entered into a planning documentation. Prediction may also be an autonomous activ-
ity in relation to planning. Planning and prediction are, however, interconnected, inter-causal, 
interdependent and inter-conditioned activities (no planning is possible without predictability). 
Predictability is faced with a pronounced problem, particularly so with a longer and long-time 
horizon, since a longer time horizon reduces the possibilities of more precise, more detailed 
and more successful prediction (and vice versa). Misses in prediction are frequent. Planning is 
potentiated as a continuous, dynamic and creative process instead of a plan as an expression, i.e. 
a formal or (relatively) “static” document. (5; 99-100) 

2 . PLANNING MANAGEMENT DOMAINS AND SYSTEMS

Historically observing, diverse management systems have been developing (evolving) in align-
ment with the growth of the challenges created by the intensification of the “turbulence”, the 
unpredictability of the future and the complexity of the environment of a business entity (enter-
prise), or an organization and institution in a broader sense. The future is more complex, more 
intricate and less predictable, and in accordance with this, systems are becoming better-built, 
more sophisticated (“more refined”), more complete and wider in comparison with previous 
systems. Problems are more difficult or more complex at a higher level of development.

There are indicative phases and (or) stages, as well as iterations (“steps”) in the development of 
planning and strategic management domains, i.e. areas, fields and systems.

Making a concept  
of planning strategic 

management

Basic financial  
planning

Planning founded  
on prediction

Externally-oriented 
planning

Diagram 1. The forms, phases or stages in the development of planning, strategic systems
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a) Basic financial planning is manifested as the starting (initial) phase in the creation and 
development (evolution) of a strategic management system. This system is possible to 
apply in the conditions and circumstances when the flows (of regularities) from the past 
are continued in the future (“extrapolation”). Changes are gradual, easy (slower). The 
environment of the business entity (enterprise) is known, stable and balanced. Current 
manufacturing-service and financial plans of a shorter term are determined based on 
the analysis of the past condition. The mistakes, omissions and misses of the prior plan-
ning period are also corrected. Operational (current) control and the (annual) budget 
are potentiated with an emphasis on manufacturing-service and financial indicators 
(parameters) and information in the current planning interval. The aim of this form of 
planning is to generate a revenue, a realization, income, a profit (the “budget”, funds). 
In this domain, we especially speak about operational, current “budgeting”.

b) Planning based on prediction is a significant expansion and “steps forward” (in compar-
ison with prior short-term financial planning). The stress is on the analysis of the envi-
ronment with the (“static”) allocation of resources and means to selected business fields 
(“business”). The application of the system is possible when the circumstances of the 
environment are the marks of the predictability of a nearer future by passing on trends 
and tendencies from the past (the method of the “extrapolation” of data time series, 
mainly of a linear trend). Changes are anticipated. Long-term planning based on the 
extrapolation of trends from the past into the future has in the present time importantly 
lost its (usable, practical) value and is no longer applied in business practice.

c) Externally-oriented planning is connected with making a marketing concept and phi-
losophy, as well as the necessity for a broader and more intensive reaction to supply, 
demand, prices and competition. A meticulous assessment and evaluation of determin-
ing variants and (or) alternatives is based on a breakdown analysis of the condition and 
situation, as well as the movement of the competition. Resources, sources and funds are 
(dynamically) allocated to the main directions of growth and development that more 
optimally enable the achievement of the goals and (or) interests of a business entity 
(enterprise, corporation) and another organization.

d) The projection and concept of planning strategic management enables the formation of 
a thought-out, more stable, fast (to a rational extent), adaptable, flexible, creative, con-
stant and “iterative” management flow process. Planning dimensions are strategically 
selected. An appropriate value system and culture (a business “climate”) are supported. 
It is indicative as the basis, research and analysis. It is aimed at having a business (or 
public, or social) entity react to challenges and requirements of the environment for 
achieving efficiency, effectiveness, successfulness (by suppressing or preventing unpre-
dictable risks and surprises). The synchronization of all available resources of a busi-
ness and organizational entity for the purpose of creating and developing mid-term and 
(or) long-term strategic advantages is potentiated (logically, covering also the related 
other tactical, short-term and operational planning or control. (5; 100-103)

Connectedness of 
forms of planning and 

plans

Making (planning) 
decisions

Directing  
the organization

Form and manner  
of existence

Diagram 2. The aspects, the constitutional factors of strategic planning and programming 
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Nowadays, a substantial number of business entities worldwide are characterized by the insuffi-
cient growth and stagnation of or a decline in the business activity in connection with the eco-
nomic-financial crisis (manifested in 2008), which (although referred to as “global”), is primarily 
the determinant of the western hemisphere. Through the inter-connectedness of economic, busi-
ness flows, crisis effects flow over to other economic spaces. This is the era of abrupt changes, 
transformations, transfigurations and “discontinuities” in which (especially) the past experience is 
not a sufficient or fully reliable idea and the “leading idea” and underpinning for a nearer future, 
particularly not so for a more distant future. Sudden hits and “shocks” require adaptability as well.

Observing the evolution (i.e. the gradual flow) of its development, strategic planning of devel-
opment is dynamic, multifactorial, complex and intricate, and requires more time than simple 
long-term planning. Strategic planning is becoming a necessity at a high level of unrest, “tur-
bulence”, when changes, modifications and challenges in the future are made or appear, re-
spectively, in “discontinuity” (not in continuity), where these discontinuities are (at least partly) 
predictable. As the initial step (the “iteration”), the strong or weak sides of a business entity, as 
well as the other domains of a transitional form, are analyzed as the initial step (the “iteration”). 
It is necessary that strategic research and analysis should be performed and a choice made, and 
that an important strategic change should be made. (5; 105)

Diagram 3. The projections or concepts of planning strategic management

The strategic position of an organization, business entity (enterprise, company) means the po-
sition of the business doer on a market and changes (transformations) in comparison with the 
existing competition (implying disloyal competition, too). Apart from this, the strategic position 
should necessarily correspond with the levels of unrests, turmoil and “turbulence”. There are 
complementary (supplementing) abilities and “levers” of an organization: a) functional (man-
ufacturing, services, accounting, finance, personnel, marketing, etc.); b) general (management 
structures, decision-making by management); and c) separate, specific and special abilities (of 
entrepreneurship). (5; 105-107; 1; 368-369)

Contingent (multivariant) planning emphasizes the fact that different methods must necessarily 
be used to react to different conditions and situations in a proper and appropriate manner, not 
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unilaterally in a unified manner. This system applies the “scenario method” (the creation of 
plans for diverse “scenarios”). More concretely, the “scenario method” signifies a tendency to 
shed light on and (or) identify possible flows and events in the future which are based on various 
premises of the trends of and changes in important factors of the environment of the organiza-
tion in a future time. It is important to assess and evaluate the possibility and probability of a 
certain trend, flow, event, and/or phenomenon. (5; 107)

Managing strategic questions implies systematic procedures, methods and techniques of early 
(initial) identification and a quick and timely reaction to sudden changes and hits (or “shocks”) 
inside and outside the business entity, i.e. in a closer and (or) more distant environment. A stra-
tegic question is a condition, dilemma, problem (internal and (or) external), with big effects on 
the present activity of business (and other, as well) doers, and of future effects. This planning 
conception is considerably simpler (than the previously mentioned). The starting premise is that 
a certain (small, or smaller) volume of causes is effectuated in a considerably greater scope (vol-
ume) of all results and events. It is not, however, possible to absolutely precisely determine the 
proportions between the volume of such causes and the volume of consequences caused. There 
are also urgent and (or) less urgent questions. The volume of the questions is smaller when 
strategic marks are concerned (and they may require a more urgent action). Certain questions 
require constant “monitoring” and supervision. (5; 108-109) The planning management concept 
with the help of “weak signals” is also indicative.

Diagram 4. The modalities of “signals” in planning, management, coordination and directing

The questions that become crystal clear by perceiving (“supervising”) the environment of the 
organization differ from one another in the scope and (or) the structure of the included data and 
information. Certain questions are (immediately) determined as visible and concrete, and they 
belong to “stronger and strong signals”. These signals enable business entities the space and 
chances to create special and (or) specific plans as a reaction and an activity (action) to received 
signals. Furthermore, other questions include insufficient and partly true, or also untrue, infor-
mation in connection with the events of a future significance for the organization’s business 
doing and development. these questions include “weak and weaker signals”. Over time, such 
weaker signals develop (“mature”) and transform into more moderate, or stronger and strong 
signals. When the economy and (or) a social organization expects weaker signals to become 
strong, then a risk of not reacting purposefully and rationally and a risk of losing the acquired 
strategic position appears. The necessity for an organization to start finding out the paths and 
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solutions as early as in the period in which the signals of the environment are weak or weaker 
is manifested by the circumstances of the higher and high levels (degrees) of unrest and defor-
mations. There are also different levels and intensities in the development of data, information 
and facts, as well the strength of signals (moving from lower levels to the top, or vice versa). 
Reacting to the signals of a divergent strength is mainly gradual, though it may also be both 
abrupt and in leaps and bounds. The fields (zones) of a realistic and “feasible” solution, as well 
as creative and action plans for the formation of “distinctive” advantages, are indicative. (5; 110)

Strategic surprise management is a more perfect management and entrepreneurial system. The 
future brings with itself unknowns and uncertainty (“non-transparency”). Very clearly and log-
ically, surprises are not expected and predictable, because, if they were expected and predict-
able, they do not represent real surprises, either. Apart from this, we tend to manage surprises 
once they have happened, but this is extremely difficult to do. Understandably, conditions and 
situations without smaller and (or) bigger surprises are safer and more optimal. Starting from 
research in and analysis of military surprises (in armed forces), economic, state-owned and 
social organizations started (in the past) using this management system. We speak about a high 
level of unrest, oscillations, perturbing flows in the environment. Changed and new problems 
in which a subject possesses insufficient experience, or no prior experience at all, impose them-
selves. Answers, solutions and ways out (passages) are urgent and quick, whereas ordinary 
everyday systems, techniques, rules, procedures and methods are incapable of creating precon-
ditions and conditions for an adequate and timely reaction. Unless there is an adequate answer, 
consequences are complex and multifold (financial collapses and turns, the melting of monetary 
and financial reserves, a loss of the main chances of development, appropriate variants or deter-
mining alternatives, opportunity, tangible costs and intangible expenses, and so forth). (5; 111)

Top management 
responsibility 

plan

Communication 
"network" plan  

in conditions of risk

Mid-level 
management  
action plan

Tactical and 
operational groups' 

and (or) teams' plans

Diagram 5. The main factors of the strategic surprise management and planning system

The management decision-making structure has a responsibility of various forms (as per groups 
and teams), namely: answers, solutions and reactions to strong hits, “shocks” and surprises; 
enabling the continuity of business doing (“business”) by suppressing business “friction”; the 
maintenance and control of ethical norms (morale) in the organization and the system; the cor-
rection of mistakes, misses and omissions, and so on. The highest level (“top” management) cre-
ates a comprehensive business projection, concept and strategy; determines the responsibility 
for application; directs or coordinates the flows of such realization in a goal-oriented, conscious 
and rational manner.

The communication “network” in conditions and cases of dangerous risks is manifested sep-
arately and exceeds the usual (normal) delimiters of the organization and achieves a more dy-
namic communication inside the organization as a whole. Within the “network”, there is a 
center for the evaluation and distribution of data and information which rates and assesses 
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input information and forwards them to the responsible segments of the “network” in order to 
find a solution. When surprises are concerned, the tactical and operational network acts in the 
sense that the members of a tactical and operational group and (or) team exceed the established 
organizational channels and lines, and form “action units” (a plan and other). A connection 
(communication) between management structures is directly established. These groups achieve 
(implement) business factors. Different networks are possible: 1. technology, 2. finance, 3. the 
market, 4. information and so on.

With “communication networks”, tactical-operational groups (or (and) “groups”) enable a faster 
and fast reaction and finding solutions (ways out) to changed or new problems from the aspects 
of creativity, research, analysis, techniques, group and (or) team work.

“Networks” are (also) indicative (as exercises) in the conditions of the nonexistence of the most 
critical situations. 

Diagram 6. Preformed and possible “networks” for different modalities of surprises

The choice of an optimal planning management for organizations and technical-economic sys-
tem is of a rational character. Diversified entities and organizations should necessarily apply 
combined strategic management systems, as well as tactical and current operational activities 
(while, at the same time, it is necessary that these terms should not be confused). Furthermore, 
the concept of “limited rationality” is relevant. Individuals and organized systems are being 
faced with the difficulties and problems of a higher and high level of complexity and intricacy. 
Ideas about narrowing (“reducing”) such intricacy emerge. Intricacy, however, is an inevitabil-
ity in the contemporary conditions of business doing at all levels. Besides, the concept of “the 
balanced scorecard”, which is considered as an acceptable planning management system, has 
recently been established. (5; 112) This, however, has not exhausted the “panoply” (room, “spec-
trum, diapason”) of possible planning management systems in the contemporary development 
conditions, which may still be further improved and expanded. In a more recent time (since the 
beginning of this century), planning has increasingly and continuously been assuming a bigger 
role and gaining in greater significance (at micro-, mezzo- and macro- management, organi-
zational and technical-economic, system and other levels). The market is an economic space 
which is also planned in a modern manner.
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3 . CERTAIN MACRO-LEVEL PLANNING MODALITIES

As has already been emphasized, planning is characteristic of all management and organiza-
tional levels in the economy, state and (or) society. The achieved and possible planned move-
ments in the important macroeconomic categories are shown in the following tables:

Table 1 . The real dynamics of the growth of the gross national  
(domestic) products in Serbia (6; 12-13)

No. Elements 2006 2010 2014 2018 Plan 2020
1. Real Growth (%) 5.1 0.7 -1.6 1.3 2.9

Graph 1 . The real achieved and planned dynamics of the growth  
of the GDP presented graphically:

According to the graph, it is possible to perceive a changeable real growth of the gross national 
(domestic) product in Serbia in a long-term period. The planning variant of the future tendency 
of the growth rate is also shown.

Table 2 . The trend of the structural share of domestic  
and foreign investments in Serbia (6; 12-13)

No. Elements 2006 2010 2014 2018 Plan 2020
1. Domestic investments(%) 21.2 17.7 15.9 18.7 21.3
2. FDIs (%) 12.8 3.6 3.5 7.5 7.9

Graph 2 . The structural share of investments presented graphically as well: 

According to the graph, it is possible to perceive a variable tendency of the movement of the 
total (gross) investments into fixed (basic) funds in Serbia, reflecting on the efficiency and ef-
fectiveness of such investments (4; 364-372). Both the achieved and the planning trends of the 
flows of foreign direct net investments also fluctuate.
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4 . CONCLUSION

In this paper, possible developed variants and (or) alternatives of the planning strategic man-
agement system are presented. Strategic activities of a longer and long period are connected 
with tactical and (or) operational planning activities of a short and shorter term. (2;169-194, 
3;181-219) There is room for the future improvement and development of new planning systems, 
given the fact that there are no solutions for all time in this field, either. The absence of planning 
activities causes disturbances, a lack of organization and chaos in management, simultaneous-
ly with the increasing uncertainty and entropy of the overall business and other systems. The 
interpretations that more favorable effects are achieved through spontaneous activities without 
any planning (at all) are of a lay nature. These may only be coincidences. Planning is primarily 
monitored at the micro- (business entities), as well as mezzo- (integrations, activity branches) 
and macro- (social) levels. (7;195-211) More recently (at the beginning of this century, especially 
so after the breakout of the economic crisis of 2008) the plan has gained in significance. The 
market has also become the subject matter of planning.
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Abstract: Modern tourists on their vacations seek for an experiences and activities and one of the possible 
solutions for active vacation is offered in the form of volunteer tourism. Volunteer tourism is a tourist trend 
(volunteer plus tourism) that provides humanitarian work and the contribution of tourists to the local com-
munity during the holiday season. Through volunteering tourist is directly acquainted with the destination, 
its culture, problems and local customs and for the tourists through their humanitarian work is provided a 
sense of value. Volunteer activities can be carried out in the fields of ecology, agriculture, orphanages, an-
imal care, heritage rebuilding, education, etc. In addition to the positive side, the negative side of volunteer 
tourism has also been criticized. The main argument for this is the attitude that this tourist product implies 
underdevelopment and poverty as a „tourist attractions”. For the purpose of this study, a group interview 
was carried out that includes the students to determine if they were familiar with the concept of voluntarism, 
whether they would go on this kind of tourist vacation and also what is their opinion on voluntarism.

Keywords: Volunteer tourism, Active vacation, Group interview.

1 . INTRODUCTION

Today’s tourists, apart from their holidays, during their stay in a tourist destination they seek 
for the experience and to active spending of their vacations. During their vacation, tourists 

want to get to know better the local population, their lifestyle and local customs. It is for these 
reasons that volunteer tourism is one of the possible ways to spend the vacation. As a more de-
cent way of tourist travel, volunteer tourism offers to tourists the opportunity to engage in a hu-
manitarian work in the course of their tourist journey. Volunteer vacations give tourists a sense 
of purpose while vacationing because the volunteer tourists besides travelling also help people 
who seek for help. In addition to helping people, there also exists a wide range of humanitarian 
work that can also be used for tourism purposes. However, volunteer tourism has its criticisms 
as well. This paper explores attitudes towards volunteerism through a method of group inter-
view and it cites a SWOT analysis intended for the development of volunteer tourism as a form 
of tourism that can be widely applied.

2 . THE MEANING OF VOLUNTEER TOURISM

Volunteer tourism is a new trend in tourism offerings that involves an experience that is great-
er than the travel itself. In addition to containing the tourism component, it also contains its 
humanitarian character because it includes tourists who wish to spend their holidays actively 
and participate in humanitarian activities. Volunteer tourism is aimed at the part of the tourist 
market which wishes to get to know tourist destinations through direct social contact with the 
local community and to participate in socially responsible programs.

1 College of Applied Sciences ‘’Lavoslav Ružička’’ in Vukovar, Županijska 50, 32000 Vukovar, Croatia
2 College of Applied Sciences ‘’Lavoslav Ružička’’ in Vukovar, Županijska 50, 32000 Vukovar, Croatia
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Volunteer tourism is approach to get to know a new country better and to play an important 
role in that local community. Volunteer tourism can be defined as a combination of volunteer 
work in a tourist destination with the best traditional elements in that destination, namely: art, 
culture, history and geography. 

Volunteer tourism provides:
• Involving in socially responsible programs implemented in the local community and 

engaging more deeply with the community in question,
• Mastering the new skills or perfecting the existing skills through work,
• Interactive learning, 
• Meeting with the local population, with people you would not meet at a hotel or in an-

other tourist destination, 
• Touring and getting to know places that otherwise tourists would never see during the 

classic tourist tour, 
• An opportunity for the new friendships, 
• Experience of the true satisfaction after the holiday (Volonturizam, 2019). 

Volunteers are tourists who for various reasons are volunteering in an organized manner during 
their vacation, on the way to help or to alleviate material poverty of certain social groups; they 
help regenerate the environment or conduct research on various social and environmental issues 
(Wearing & McGehee, 2001).

In accordance to the concept of sustainable development of the local community by volunteer tour-
ism are linked all stakeholders of this development, such as: local government, profit and non-profit 
sector, and from the tourist aspect to incite the possibility of active involvement in local commu-
nity development, which contributes to the creation of priceless experiences that are remembered 
through the entire life of an individual (Matošević Radić, Hrabar & Buzdovačić, 2017).

Before a potential volunteer tourist has engaged with this type of tourist travel, it is necessary 
to gather information’s about organizations that organize volunteer tourists travels that, in ad-
dition to the profits made from this type of travel, should take into account the sustainability in 
volunteering tourism, the needs of the local community and in this way not to jeopardize the 
market work at a certain location, i.e. because of the presence of volunteer tourism for the local 
population will not be deprived of the opportunity to work. For this reason, volunteers should 
educate the local population and create new business opportunities for them.

Usually, the volunteer tourist pays for the costs of his / her own travel and for stay in the desti-
nation, and often the costs of organizing a volunteer project in which he or she participates. In 
contrast to the volunteers who participate in the volunteer projects in their local communities, 
volunteer tourists work in places that are far from their homes, working in an unfamiliar envi-
ronment that includes new people, unknown or lesser known cultures, different traditions and 
different living conditions (Kumaran & Pappas, 2012). To one’s work could be considered as 
volunteering, it is necessary to be fulfilled three basic parts of volunteer tourism:

• Voluntariness; for their work is an expression of the goodwill of an individual tourist, 
that is done without any compulsory actions,

• Being unpaid; volunteerism is completely free of charge, with no expected monetary or 
material compensation, 
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• Solidarity; volunteer works out of expression of compassion for others and from a desire 
to help someone (Travel magazine, 2014). 

There are numerous humanitarian activities that can be encompassed by the volunteer tourist 
travel programs such as: humanitarian assistance, various environmental activities, different 
ecological actions implied for the development of eco-agriculture, conservation and care of the 
endangered animal species, restoration of archaeological sites, the fight for human and animal 
rights, construction of facilities (schools, hospitals, kindergartens, and others), participation at 
festivals, working on educational projects and so on.

Although it has many advantages, volunteer tourism is often subjected to criticism. This situa-
tion may arise when organizations of the volunteer tourist travel have in mind only the wishes 
and needs of tourists, but not the needs of the community to which the help would be provided 
(Association „MI“, 2017). It also criticizes the marketing of volunteer tourism programs that 
promote companies engaged in the organization of volunteer travels, insufficient legal regula-
tion, and screening of potential volunteers before departing for a trip. The moral side of such a 
trip has also been criticized because underdevelopment and local economic and social problems 
can be considered as tourist attractions.

Through the development of the tourism product in volunteer tourism it is necessary to distin-
guish the following factors (Callanan & Thomas, 2005):

• Length of visit (of the volunteer engagement), 
• Level of involvement in the volunteer project (from passive to active inclusion), 
• Skills and qualifications of volunteer tourists as participants in relation to a specific 

project, 
• The degree of focus on the volunteer project considering participants’ self-realization 

and contribution to the local community. 

In order to create a quality offer of volunteer tourism programs it should be necessary to (Ci-
merfraj, 2018):

• Set high goals; volunteers are prepared for the difficult tasks if they see a long-term 
benefit to the local community and if they feel themselves useful, 

• Align the skills and knowledge of tourist volunteers with the task; it is necessary to set 
the conditions that a volunteer tourist must meet in order to participate, 

• Condition the length of stay; to harmonize the tourist journey with the duration of the 
project, 

• Ensure that projects are not funded from the volunteer funds. 

The cooperation of the for-profit and non-profit sector in the development and implementa-
tion of quality volunteer projects creates „ volunteer tourists partnerships” among all involved 
stakeholders, such as: volunteers, organizations that organize volunteer trips, travel agencies, 
online brokers and tour operators who will take over the promotion and distribution of vol-
unteer products, aviation companies that could provide discounts for this type of travel, local 
non-governmental organizations that implement volunteer programs in the local community, 
but also the users of the volunteers program (Kumaran & Pappas, 2012). The business sector has 
recognized the benefits of collaborating with nonprofits organizations that impact on increasing 
their productivity, the quality of employment and to maintain positive public image. Non-profit 
organizations also benefit from this kind of partnership because they include access to special-
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ized skills, build organizational capacity and increase public awareness about the social issues 
(Association „MI“, 2017). Volunteering tourism has become one of the strongest trends in tour-
ism that meet the needs of well-informed tourists as those who on their personal level show 
an interest in travel, new and authentic experiences and personal development, with intensive 
interaction with the local population and striving to bring about positive changes to the region 
and society they are visiting (Wearing, 2001).

3 . SWOT ANALYSIS OF VOLUNTEER TOURISM DEVELOPMENT 

In Table 1 is shown the SWOT analysis of the development of volunteer tourism, that is, the 
strengths, weaknesses, opportunities and threats in the environment that affect the development 
of volunteer tourism. The situational analysis is the basis for setting the right strategy and rede-
fining the goals that wants to be achieved.

Table 1 . SWOT analysis of the development of volunteer tourism
STRENGHTS

• the humanitarian character of volunteer tourism 
• a large and unexploited volunteer market 
• a new market segment for tourists 
• education of the local population 
• increasing the quality of life on the destination 
• long-term benefit for the local community 
• personal satisfaction of tourists by actively spend-

ing their holidays 
• new friendships 
• meeting the new cultures and customs 
• good examples from the practice 

WEAKNESSES
• the commission fee from the humanitarian work 

is taken by intermediaries for such travelling 
• consideration of poverty and underdevelopment 

of tourist attractions 
• insufficient legal regulation 
• lack of conditions related to the knowledge and 

skills of volunteer tourists 
• the length of stay if it’s too short 
• an insufficiently known form of tourism 
• inadequate accommodation capacities 

OPPORTUNITIES
• great opportunities for humanitarian work 
• greater promotion of volunteer tourism 
• joint action of local stakeholders 
• development of new tourism products 
• greater promotion of such travels 
• aligning the wishes of volunteer tourists with the 

volunteering activities 
• creating volunteer tourists’ packages 
• opportunity for further development of civil soci-

ety organizations 
• ability for financing when using the EU funding 
• possibility for the creation of the quality volun-

teer tourism travel deals 
• business opportunity for travel agencies 

THREATS
• replacement for paid work 
• greater satisfaction of the tourist’s needs than the 

local community i.e. the volunteer tourism desti-
nation 

• financing projects with volunteers’ money 
• insufficiently aligned skills and knowledge of vol-

unteer tourists with the volunteering tasks 

Source: author’s work

From Table 1 is visible that strengths outweigh weaknesses and opportunities outweigh threats, 
so a possible strategy for the growth and development of volunteer tourism emerges in order 
for developing strengths and seize advantageous opportunities that appear in the environment.
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4 . RESEARCH METHODOLOGY AND RESULTS

The data for the survey were collected with the use of the group interview method in October 
2019 on a sample of 25 respondents of 20-22 years of age.

An interview method was an oral interview, a special form of conversation that differs from „or-
dinary” interview formally, substantively and psychologically; interview was conducted with a 
specific purpose and objectives to the previously prepared plan, and here we know exactly who 
the examiner was and who was the respondent (Zelenika, 2011).

The reminder for the group interview consisted of six major questions with regards to the atti-
tudes and preferences toward volunteer tourism. Before the interview has started, the respond-
ents were acquainted with the term volunteer tourism since no one in the group has known what 
the term volunteer tourism meant.

The results of the study showed that no one in the surveyed group is engaged in volunteering 
and that no one in the group had ever taken a volunteer travel. If they would be given the op-
portunity, 13 respondents from the group (52%) would go on this form of travel and they plan it 
in the future. They are most interested in caring for the poor and for the animals as well as for 
preserving the environment as guided activities on a possible volunteer tourist travel. For caring 
of children and elderly, feeble individuals, agricultural and construction building works no one 
in the group expressed a desire to participate in a volunteer tourist travel that would involve 
these activities. If given the opportunity, the segment of the group that was planning a volun-
teer tourist travel in the future would be happy to go to some of the European countries and to 
Africa. The group is interested in this form of travel and they consider it as something new and 
interesting, and at the same time they would present their humanitarian work.

5. CONCLUSION

Volunteer tourism combines travel and vacations with humanitarian work in a tourist destina-
tion. For the contemporary tourists there is a need for higher goals in their free time, so they 
seek to leave behind positive results, expand their worldviews and to help people and regions in 
need of help. Because a lot of unclear rules on volunteers and volunteer tourism when it comes 
to the process of selection of volunteers, this form of tourism has many critics, therefore, it 
would certainly need to check volunteers through testing as well as the organizations that pro-
vides this form of travel. There are numerous opportunities for volunteer tourism application; 
from the child care, care for the elderly and feeble, environmental actions, animal care, con-
struction building and others.

The research conducted through a group interview reveals the fact that volunteer tourism is still 
an unknown and under-recognized form of tourism, but because of its humanitarian character 
and the discovery of unknown destinations, it has the potential for development. Respondents 
are most interested in caring for the poor and animals as part of such a travel and so they con-
sider volunteering to be a very interesting form of tourism, and if given the opportunity they 
would be happy to go to one of the European countries and to Africa. From the group inter-
view analysis, it can be concluded that the respondents have confirmed strategy of growth and 
development of this form of tourism, hence it could be widely used in many tourist and other 
destinations. 
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Abstract: Bulgarian industry has the potential to become a crisis balancer as it reduces the negative 
impact of a financial crisis and drives the contemporary economic growth. In addition, not only the Bul-
garian but European and world industries are developing at a rate unknown at this time. In just one gen-
eration, we have witnessed two major industrial revolutions (Industry 3.0 and Industry 4.0, respectively) 
and we are on the birth-stage of the next one (Industry 5.0). The success of an industrial enterprise, the 
success of the entire industry requires flexibility, adaptability and, above all, institutional support. So, 
the paper is addressed to research the following questions: 1. How the global industry is developing, 2. 
Where is the Bulgarian industry located and what are the opportunities for the development of Industry 
4.0 via Internet 4.0, 3. What should be the next step in development of the Bulgarian industry.

Keywords: Industrial growth, Industrial development, Industry 4.0.

1 . INTRODUCTION

The main pillars within the industrial development could be found by analyzing the major 
changes of the industrial practices (main operational and management) in industry. Thus, 

the key points used in the assessment of the industry development are related to the change (or 
rather revolutionary) of the methods, approaches or tools for the establishment and / or opera-
tion of the industrial business and / or industrial sub-sectors. On this basis, „key” events can be 
highlighted, leading to a change in the development of industrial production. An example is the 
creation of a worldwide network – the Internet, which is currently changing the industry and its 
manufacturing and management-organizational processes from the inside out.

On this basis, five (resp. 4 past and 1 up-coming) major „industrial revolutions” can be identi-
fied, leading to change throughout the world industry (Figure 1).

Figure 1. Industry Revolution Stages
Source: Modification of T&A (Taskforce & Advisor Sàrl), https://www.ta-ad.biz/en/tindutrie-4-0 
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Analyzing the main characteristics of any change in industrial production, related to the „rev-
olutionary” changes in the Industry and the interrelations between the basic production and 
organizational-managerial factors, we can summarize the five evolutionary stages in the devel-
opment of the Industry, named „Industry x.0”:

• Industry 1.0: 18th Century Industrial Revolution, related to the mechanization of 
labor and the introduction of wind, water and steam (steam engine) into production 
technologies;

• Industry 2.0: 20th Century Industrial Revolution, related to the use of electricity 
(electric engine) and the use of a “New Organization” of Mass Production;

• Industry 3.0: Introducing computers to help manufacturing in the 1960s and 1970s. 
Production automation is achieved;

  –  Industry 3.5: Opening local economies globally. In the 1980s, a process of re-lo-
cating production according to production efficiency began. It is characterized by 
„export” of production from developed countries to underdeveloped economies;

• Industry 4.0: 21st Century Industrial Revolution, related to Introducing Internet tech-
nologies into production. They allow the use of various cloud technologies, which leads 
to the so-called big data that is at the core of organizational excellence;

• Industry 5.0: Next Generation Industrial Revolution, related to introducing Bionics 
and Biotechnology into production. Allows the use of biological sensors to control and 
organize production. The challenge is to use an appropriate open source biological lan-
guage to allow the use of biological / synthetic cells in industrial production.

2 . DEVELOPMENT OF THE BULGARIAN INDUSTRY

Observing the key stages of worldwide industry development, an important issue for the Bul-
garian industry could be found. Historically, there are several major kay points that link the 
development of the Bulgarian Industry to the global development:

• The Bulgarian industry began to develop in the first half of the 19th century with es-
tablishment of the very first industrial factory in Bulgaria: textile factory, in 1834. For 
the next 50 years the total number of established Bulgarian industry sites vary between 
11 – 40 factories based on steam, water or animal power (Industry 1.0);

• At the end of 19th century and in the beginning of 20th century there is fast development 
of Bulgarian Industry as the Industry producers were encouraged through variety of 
tariff protections from foreign competition. The very first industrial protection law was 
adopted in 1894. Thus, from established 72 industrial factories with 3 027 employees 
in 1894, the Bulgarian industry enlarges several times till 1912 with already established 
389 industrial sites with 15 560 employees. It is very important issue that there is start 
point of diversification of industries sub-sectors as development of: mining produc-
tion, food production, textile and clothing production, tobacco production, etc. Between 
World War I and World War II, industrial development continued at an accelerated 
pace, with establishment of new-born business as there are established 3,815 enterprises 
(mostly small and medium-sized) with 87,442 employees in 1934. According to the of-
ficial data, this industrial growth was based on development of the energy industry and 
the equipment of electricity-generating companies (Industry 2.0);

• The next restructuring of the Bulgarian industry began in 1947 after the nationalization 
that held on 23 December 1947. At that moment, there are 4 628 enterprises with 158 
127 employees. As a result, the „consolidation” of industrial businesses in the govern-
mental rule is achieved, with close off almost 40% of existing industrial enterprises. A 
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plan for accelerated industrialization and development of the heavy industry: chemical, 
metallurgical and mining industries is also adopted. After 1966, Bulgaria continues the 
course for accelerated industrialization, but the emphasis is on the modernization of 
production, as well as the mechanization and automation of production processes, 
incl. and the use of electronic learning machines in manufacturing. The basis is the 
acceleration of scientific and technological progress (Industry 3.0);

  –  The next change in the industrial structure of Bulgaria started in 1989 with the po-
litical changes in Central and Eastern countries. At the end of 1989 there are 2,593 
industrial enterprises and 1.58 million people employed. A considerable number of 
enterprises were created, and with the adoption of the Privatization and Post-Privat-
ization Control Act in 1992. Most of the state-owned enterprises are sold through 
mass and cash privatization. In a large part of the transactions, especially in the 
case of cash privatization, Bulgarian industrial enterprises become the property 
of foreign investors. With this industrial change, the Bulgarian industry becomes 
an integral part of the European industry as an „important” element of European 
production chains (Industry 3.5) (Ivanov 2013,2015).

• In recent years, since 2000, a special emphasis in the development of industry has been 
the development of Internet technologies. Following the global development from Inter-
net 1.0 to Internet 4.0, Bulgarian industrial companies are increasingly relying on the 
use of cloud technologies and big data in their operations. According to experts (Biol-
cheva 2017), over 40% of industrial enterprises use social networks, Internet of Things 
(IoT) and other Internet technologies in their businesses (Industry 4.0).

The transition of the Bulgarian Industry during the different stages of its development can be 
represented by the dynamics of the industrial production (Figure 2).

Figure 2. Dynamics of the industrial production in Bulgaria 1939-2018.
Source: Own Presentation and Modification by Kopeva D., D.Blagoev, N. Shterev, 2012
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The transition of the Bulgarian industry to Industry 5.0 is connected with the subsequent digiti-
zation of the production and organizational-management processes. On this basis, the development 
of the Bulgarian industry is directly related to the establishment and development of the so-called 
digital enterprises (ME 2017). The steps to be taken by the industrial business with the support of 
the Bulgarian Ministry of Economy can be reduced to the following more significant ones:

• Digitizing the company workflow – working instructions; production and organiza-
tional forms; purchase and delivery applications; product specifications;

• Real-time monitoring of production – working with wireless sensors and equipment 
that monitors production performance electronically (IoT: Internet of Things);

• Introduction of the so-called. smart processes based on machines and equipment that 
can monitor and analyze incoming information and make independent decisions;

• Connecting production to the Internet through various B2B and B2C Virtual Social 
networks.

4 . COMMON BULGARIAN INDUSTRIAL DEVELOPMENT FRAMEWORK

Recognizing the challenge of the „expected” Fifth Industrial Revolution and securing the 
smooth shift from Industry 4.0 to Industry 5.0, the European Commission and the Europe Coun-
cil have already prepared in 2014-2015 a number of operational documents, the most important 
of which is the European Industrial Renaissance Strategy (EC, 2014), based on the European 
Industry Report (EC, 2013a) and European Competitiveness Report (EC, 2013b).

The challenge to the governing Bulgarian industry is appoint to decide the task: how to use 
appropriate industrial policy instruments for different levels:

• macro-level with national / European industrial policy and digitalization strategies; 
• meso-level with supporting establishment and development of industrial clusters and 

clusters of affiliated industrial enterprises; 
• micro-level as encouraging usage of leadership approach. 

Moreover, the positive impact that should be pursued through different company goals or sec-
toral and national strategies and policies is the realization of real dynamic development of the 
companies and the Bulgarian industry as well.

On this basis, an appropriate set of horizontally and vertically coupled strategies and opera-
tional measures based on the inter-firm cooperation (Slavova 2016) needed to be derived by 
adoption of national priorities for promoting Industry 4.0:

• Innovation Strategy for Smart Specialization (IS3) of the Republic of Bulgaria 
2014-2020 and Intelligent Specialization Process 

 The strategic goal of IS3 is Bulgarian industry to move from the group of “stealthy 
innovators” to the group of “moderate innovators”. In practice, this change in will be 
implemented through an effective policy to promote:

  –  Innovation, research and development of human capital (Milusheva 2016);
  –  investments in high-tech areas in which Bulgaria has traditions, has created spe-

cialists and successfully competes on the international market incl. transport and 
logistics (Yordanov 2019); 

  –  export-oriented industries.
• Strategy for industrial Renaissance and re-industrialization program: a draft strat-

egy has been prepared but has not been adopted in the final version.
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 The thesis presented in the draft Strategy for industrial Renaissance is that two very 
important sides of support for the Bulgarian Industry (macroeconomics and business 
environment) are insufficient in the context of long-term real Renaissance of industry 
in Bulgaria. The significant problematic fields in the Bulgarian industry and the chal-
lenges of re-industrialization are not limited to the strengths and capabilities of compa-
nies and businesses in general, but to the horizontal and vertical connections inside the 
value-added chains. Without an active and focused government policy (s) and resulting 
supportive tools, the industry status quo is difficult, even impossible, to change.

• National SME Encouragement Strategy 2014-2020
 With the Entrepreneurship 2020 – Bulgaria Action Plan, our country is committed to 

pursuing a policy of encouraging and setting up new businesses in the long run. The 
sources of funding for the measures are foreseen both within the approved budget of 
the responsible institutions, as well as from the operational programs of the Europe-
an Structural Funds and the Commission’s COSME program. Specific implementation 
measures are proposed for each area of action.

5. CONCLUSION

The development of the industry, both in Bulgaria and globally, goes through different evolu-
tionary stages: from Industry 1.0 in 1784 (for Bulgaria – 1836) to Industry 4.0 in 2010. The key 
feature of this evolution is the achievement of continuous industrial growth, which is based on 
creating organizational excellence and bringing production and sales closer together through 
the digitization of business beyond 2010.

On this basis, an appropriate set of horizontally and vertically coupled strategies and operation-
al measures can be derived from the National priorities related to the promotion of Industry 4.0 
(Iliev, Blagoev Shterev 2014):

• Develop and adopt Strategy for Industrial Renaissance with the active involvement of 
representatives of different sectors and stakeholders;

• Develop an Action Plan (Re-industrialization Roadmap) with specific activities, perfor-
mance indicators and timelines;

• To propose appropriate mechanisms and tools, incl. financial programs, schemes and 
tools to ensure the implementation of the Action Plan and Strategy.
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Abstract: In recent years, we are seeing more and more scooters powered by an electric motor on the 
roads. They flooded the streets of every city and town. They have become extremely popular among 
children and adults. Their multiplicity raises many questions, comparisons, doubts and challenges. The 
aim of the paper is to answer the four research questions: 1. How long does one rechargeable scooter 
battery last? 2. Which (European) countries prohibit the use of electric scooters? 3. Will electric road-
ways reduce traffic jams? 4. What are the rental possibilities of electric scooters in Slovenia? The data 
will be obtained through desktop research. For collecting data, we will use the internet resources. We 
found out that in Slovenia there still exist unspecified regulations for driving/using the electric scooter. 
On the other hand, in Germany, the users of electric scooters should respect very strict state regula-
tions for driving the electric scooter.

Keywords: Green transport, Electrical scooter, Logistic.

1 . INTRODUCTION

Today’s society has worked closely with modern technology and devices. Without these in-
ventions, we can no longer imagine our daily life. We are surrounded by them, both private-

ly and business-wise. Today’s society requires fast, simple and an effective technology with a 
low-cost budget. Riding an electric scooter has the advantage of riding for all population – both 
young and old. However, this advantage may present a problem for us as it can become very 
dangerous in the surrounding area when we remain in the carriageway area. We mostly ride 
it on pavements and because electric scooters are very quiet, they can be deadly dangerous to 
pedestrians.

There are not many articles on the subject, so we used the literature of recent times (mostly from 
2018 to 2019). 

The objective of the research is to answer the seven research questions:
1. How long does one rechargeable battery last? 
2. Which (European) countries prohibit the use of electric scooters? 
3. Will electric roadways reduce traffic jams? 
4. What are the rental possibilities of electric scooters in Slovenia?

1 Celje School of Economics, Vocational College, Mariborska 2, 3000 Celje, Slovenia
2 VIZ II. OŠ Rogaška Slatina, Ulica Kozjanskega odreda 4, 3250 Rogaška Slatina, Slovenia
3 Osnovna šola Frana Metelka Škocjan, Škocjan 51, 8275 Škocjan, Slovenia
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2 . AN ELECTRIC SCOOTER

2.1. The history of electric scooters

Just a short walk through the city gives you the immediate impression of the electric scooter 
which is currently one of the most popular means of transportation for urban centers. They rep-
resent a fast-growing segment that has experienced a real blast in the last year or two. Greener 
use and their convenience are driving the market to grow at an extraordinary pace worldwide. 
However, most people do not even imagine that the history of electric scooters dates back to 
1895. At that time, the first patents were filed for an electric powered personal transport vehicle. 
The first electric scooters did not have much in common with today’s representatives, but it is 
interesting to know where their history comes from. One of the most important factors for the 
rapid commercial rise of electric bikes and electric scooters are modern batteries. Even two dec-
ades ago, the electric scooters weighed 113 pounds. According to records, the first electric vehi-
cle patent was filed in 1895 by inventor Ogden Bolton of Ohio, in the United States. In 1896, the 
bicycle manufacturer Humber introduced the first commercial electric bicycle. This e-bike was 
powered by a series of batteries that provided power to the front-wheel drive. The first scooter, 
which was also reminiscent of today’s representatives, was introduced in 1915 by Autoped. The 
latter’s propulsion was fueled, and yet it was one of the first widespread motor-powered scoot-
ers. The electric scooters become popular with the New York Police because police officers used 
them for their city check trips and controls [1].

2.2. An electric scooter- the solution for traffic jams?

The latter have become extremely popular in recent months, especially in Ljubljana, Slovenia 
where there are more and more quiet but fast electric vehicles rolling between pedestrians, cy-
clists and also cars. The popularity of such vehicles is also evidenced by the offer made by many 
supermarkets and brands of such vehicles, especially the one with a lower price. Electric scoot-
ers are offered by oil traders and are available in shopping schemes and discount catalogues. 
Although there are many offers on the market where one can buy or rent an electric scooter in 
Slovenia, the market is even richer abroad, especially in bigger foreign cities and urban centres, 
where rental systems for electric scooters are enriched by the dealers. It is clear that all major 
players in the mobility market, including Uber, which offers scooter rentals in the USA cities, 
through its mobile app, have taken on an extremely lucrative business. The one who closely 
follows the development in this field will certainly read that the scooter sharing market has al-
ready claimed the first casualties – both in the business of electric cleaner providers (some have 
already been canceled) and among users – due to accidents and injuries. Nevertheless, electric 
scooters (and electric bikes) are already one of the given solutions to the congestion and con-
gestion of large urban centers – both in the context of a cleaner environment and in addressing 
congested public transport systems and reducing the number of cars on the streets. It will be 
shown in the future if they are really effective [2].

2.3. An equipment and the battery maintenance

The choice of electric scooters is already extremely wide, so it is advisable to narrow it down 
to some models that are appropriate in weight and size, in handlebar height, less in terms of 
design and appearance, although more and more brands offer scissors separately for women 
and men. Pay attention to the way and the quality of the workmanship, and like the wheels, the 
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more expensive models are said to be made of higher quality, of higher quality materials and 
lighter, especially those of carbon fiber. Three-wheelers are easier to handle, with lean weight 
and tilt control. The models also differ in braking modes: at higher speeds and when driving 
downwards, the rear brake is applied by pushing the rear wheel fender, while many models of 
electric scooters have brake levers already in place. The wheels are plastic, silicone or inflatable, 
again depending on the model and price range. For the more expensive models, make sure they 
are equipped with smooth rotary bearings. E-scooters are powered by a variety of batteries, 
from classic lead ones, which are also the heaviest, to the more modern and lighter lithium-ion 
ones. They can be installed in different places. More modern scooters come with an integrated 
battery. Good batteries should last from five hundred to even two thousand and more charge 
cycles with care. They last from 2-3 hours to five hours or more. The lithium batteries do not 
have to be fully charged after each run, and it is sufficient to charge up to 80% of capacity. Do 
not discharge it completely, because when the battery reaches the minimum voltage, it loses a 
bit of its capacity permanently [3].

2.4. The advantages and disadvantages of electric scooters

The advantages of E-scooters are that they are lightweight, portable (you can take it with you 
to work), they provide a faster travel speed than normal, they are powered by legs, they achieve 
double walking speed, they are easy to (re)charge, they are foldable, which means that they do 
not take up much space.

Among the disadvantages, or even the possible dangers, are considered the relative instability of 
the vehicle itself, inaudibility at high speed, which is especially evident on pedestrian surfaces, 
a poor equipment, a lack of adequate equipment such as lights, and the same applies to users 
who are much less secured/safe similar as riding by bicycle or moped [4].

2.5. Accidents with electric scooters in Slovenia and in Europe

This year (2019), 220 injured E-scooters users were treated at UKC (General Hospital in Lju-
bljana) Slovenia. There were tremendous bruises, wrist fractures and severe head damages [5].

Many fatalities abroad were reported. The exact number of casualties is unknown. The case of the 
victim in Paris claims: The accident occurred at midnight (the motorcycle hit the e-scooter) on the 
A86 motorway on Friday, four kilometers from Versailles, southwest of Paris. Police said it was 
unclear whether the e-scooter driver wore a helmet or not, whether there were lights on (visible) 
or not. The motorist remains in serious condition at the hospital. Police found his engine 400 feet 
away from the point of the crash. In 2018, 5 deaths in France and 3 in Spain were dealt with [6].

2.6. The future of the use of electric scooters

The start- up company MikMik in the Slovenian market exclusively represents the rental system 
(Figure 1) of electric scooters without charging stations. Using the mobile application, the user 
finds the closest scenery on the map, which, when completed, can easily park at the desired fi-
nal destination, subject to road traffic regulations. The system, unlike other transport providers, 
operates without a main terminal and stops. After driving, he can leave the scroll anywhere he 
wants, and parking rules are listed in the app and also locked in the app. The next user can find 
the hidden way via the built-in GPS tracker. The scooter can travel up to 25 kilometers with a 
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full battery and can reach up to 15 kilometers per hour. This is a new dimension of e-mobility 
in Slovenia, with which MikMik wants to reduce its dependence on cars and leave the next gen-
erations with a cleaner and healthier planet. For urban life, this form of transportation has many 
advantages. It provides affordable urban transport and quick and easy mobility to micro-loca-
tions. Therefore, they want to provide cities with new efficient mobility options and complement 
public transport systems while minimizing unwanted side effects [7].

Figure 1: Rent e-scooter provides by MikMik company
Source: [7].

Electric scooters are a major shift in transportation and traffic market. Something that initially 
looked like a toy will shape the future of cities, our behavior and technology. According to 
various authors, a new level of personal mobility is coming to reality. They represent a great 
competition to big companies like Uber, Bird, Lime. The possibility is that electric scooters will 
start transporting billions of people and will probably soon replace public transport [8].

3 . ANSWER TO RESEARCH QUESTIONS

The answers to research questions are given below.

3.1. How long does one rechargeable battery last? 

  We found out that batteries of an average e-scooter can last from 2-3 hours of driving; bet-
ter and more expensive scooters´ batteries last up to 5 hours or more. The batteries do not 
need to be fully charged after each run; it is sufficient to charge up to its 80% of capacity.

3.2. Which (European) countries prohibit the use of electric scooters? 

  E-scooters are banned in Italy, Milan. E-scooter users were banned from pavements in 
France this September. E-scooter driving in the UK is prohibited, except on specific play-
grounds. Germany is the last country to turn on the green light for E-scooters, both on 
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the road and on the pavements. We have found that there is no appropriate traffic law that 
permits the use of the E-scooter in road transport in Slovenia. E-scooter drivers must be up 
to 5 km / h (just like pedestrian walking speed), otherwise, the driver is fined 500 euros.

3.3. Will electric roadways reduce traffic jams?

  E-scooters are being used by more and more people, especially for short distances. If we 
have a store close by, we can easily use the E-scooter, without spending a lot of time look-
ing for a free parking space, as we can fold and take the E-scooter with us, or leave it in 
front of the store. This is one of the many factors that could or will reduce the traffic jams 
on the road. However, E-scooter drivers ride on pavements and areas of common traffic 
and this creates a traffic jam.

3.4. What are the rental possibilities of electric scooters in Slovenia?

  We note that there is a company MikMik in Slovenia, located on the coast, which rents 
electric scooters, without charging stations. The E-scooter rental system is available 
through their mobile application. This is a new dimension of E-mobility, with which the 
company wants to reduce its dependence on passenger cars and thus reduce traffic jams, 
especially in urban centers.

4 . CONCLUSION

The article describes the basic characteristics of electric scooters, their advantages and disadvan-
tages, as well as the dangers of using them. Some electric scooters are foldable and can be taken 
with a person to work. They are virtually inaudible, so they can be very dangerous for pedestri-
ans or passers-by, as they reach speeds of 25km / h to 35km / h. We believe that E-scooter drivers 
should also wear a helmet. There is a large increase in the use of electric scooters in Slovenia, 
especially around the cities, so MikMik has decided to allow the rental of electric scooters on 
the coast, although they are prohibited by law. Let’s look at the current law – an electric scooter 
is forbidden for the simple reason – because these are special vehicles that are powered by an 
engine and exceed pedestrian speed, as laid down in Article 97, paragraph 5 of the Road Traffic 
Rules Act. Because e-scooters do not belong to bicycles, scooters or mopeds, they are therefore 
prohibited from running on cycle paths or on pavements. Of course, users do not adhere to this, 
nor are they punished by the state, and the number of injuries is increasing [9].

We did not find out where electric scooters can be recharged in public places (like electric cars 
can be stuffed). We believe that it will be necessary to clearly state in Slovenia the traffic leg-
islation regarding the use of electric scooters on roads and bike lanes, as they did in Germany 
for a year. In Germany, from March 2019, the following regulations apply to electric scooters:

• Minimum age: The minimum age for e-scooter rides is 14 years, with many rental com-
panies requiring a minimum age of 18 years.

• Driver’s license: A moped driver’s license is required to use e-scooters whose speed 
exceeds 6 km / h. If you have a driver’s license for a scooter, motorcycle or car, the 
requirements are met automatically. For e-scooters with a maximum speed of up to 6 
km / h, a driver’s license is not required. Please note that you cannot drive e-vehicles 
on public roads without a valid driving license. Private reasons are excluded as road 
regulations do not apply here.
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• Cycling route or road: E-skiers are allowed to ride both the cycle route and the road. 
E-scooter users/ drivers are not allowed to drive on the footpath.

• Insurance and Helmet: The e-scooter does not require a helmet, license plate or driver’s 
license, but is an obligation to insure liability. However, it is advisable to wear a helmet 
for your own safety.

• Road safety: E-scooters have to have, like a bicycle, a headlight and a tail light, a bell 
and brakes [10].

Further research should explore the situation in other European countries and possibly include 
the police as a source of information and existing users of electrical scaffolding.
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Abstract: The scale of production and export of defence-related and special production from Bulgaria has 
increased steadily over recent years. The Export of this group of goods is expected to exceed the value of 
€1 billion at the end of 2019. The Bulgarian Defence Technological and Industrial Base (BDTIB) is making 
a significant contribution to this process. The purpose of the author is to present summarized results of an 
analysis of the challenges to the functioning and development of this important for the Bulgarian economy 
industrial sector. From a practical point of view, the results of the analysis would be particularly useful 
for decision-makers in the sector at the state and company level, researchers and other stakeholders. Sig-
nificant opportunities and risks to the BDTIB have also been outlined in two main directions. The first one 
is related to the current situation on the specific and highly competitive international markets for defence 
goods and services defined as very dynamic and rapidly changing. Bulgarian enterprises are forced to ac-
tively compete for their presence in these markets without any state support. The second challenge ahead 
of BDTIB is the dismal results of the overall process of modernizing the Bulgarian security sector. BDTIB 
continues to seek its adequate role in the national modernization projects for the Bulgarian Armed Forces 
and Ministry of Interior of the Republic of Bulgaria. For all these reasons, the results of BDTIB’s activities 
in recent years have contributed indirectly to Bulgaria’s national security.
Keywords: Bulgaria, Economic development, Defence-related and special production export, Nation-
al modernization projects, Bulgarian Defence Industry Association.

1 . INTRODUCTION

During the 1990s the need for transforming the existing socio-economic system in Bulgaria 
slowly but surely became clear for everyone. The economic transformation as an absolute 

necessity was the only chance for the country to exit the permanent crises after the end of the 
planned economy in 1989. The chosen approach for national economic transformation was a liber-
al market economy. Privatization and most of the structural reforms were implemented effectively 
but not efficiently. The contemporary development course of the Bulgarian economy is predeter-
mined by the lack of holistic vision and strategy of the transition measures design and implemen-
tation. During the transition period, the Bulgarian industry as a whole and its defence sub-sectors 
were also dramatically affected by a change of the ownership and transformed to some extent.

There are lots of basic problems that represent obstacles for the up-to-date development of local 
Bulgarian defence and technological industrial base. One of the aims of the present article is not 
only revealing that problems, but outlining the horizon ahead of this important industrial sector 
for the Bulgarian economy, too. This is important as this sector has a chance again to be an en-
gine for the whole industrial business development in the country, especially in the background 
of the integration processes and defence cooperation across Europe. Additionally, the industry’s 
direct influence on some of the aspects of national security has to be explored and revealed. 

1 University of National and World Economy – Sofia, Studentski grad, “8-mi dekemvri” blvd., 1700 Sofia, 
Bulgaria
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2 . A TERMINOLOGICAL CLARIFICATION – THE DEFENCE INDUSTRY  
VS THE DEFENCE TECHNOLOGICAL AND INDUSTRIAL BASE

One terminological clarification is needed. In the present paper, the term “Defence Technolog-
ical and Industrial Base (DTIB)”2 is used predominantly. The unprejudiced reader has to know 
that DTIB is a more complex and comprehensive term than classical examples like Military-In-
dustrial Complex (MIC) and Defence industry etc. DTIB may include all the industries in which 
products and services are at disposal not only at defence needs but mainly for security ones. 
The DTIB appearance in the theory and the practice is a result of the enormous transformations 
in the defence industries, started at the end of the 1980s, and accelerated sharply in the 1990s. 
These transformations are determined by the fundamental changes in the international mili-
tary-political situation, military-technical and economic factors. From the historical point of 
view in the present paper, the term Bulgarian military-industrial complex (BMIC)3 is also used.

The changes in the defence industries sector across the European Union (EU) impose this new 
philosophy in Bulgarian practice, too. The main activities are oriented to restructuring and 
development of competitive defence industries in the EU framework, an integrated European 
market for defence products, and consolidation of a robust European Defence Technological 
and Industrial Base (EDTIB) (Need for a European defence industry: industrial, innovative and 
social aspects 2012). The maintenance of a strong and competitive DTIB in Europe is a funda-
mental underpinning of the European Security and Defence Policy (Strategy for the European 
Defence Technological and Industrial Base, 2007). The European Defence Fund announced 
by President Juncker in September 2016 (State of the Union Address, 2016), and backed by the 
European Council in December 2016, is already a fact (European Commission – Press release, 
2017). That ambitious European Defence Fund will contribute to a European Union that protects 
and defends its citizens, complementing other ongoing work strands, namely the Global Strat-
egy’s Implementation Plan on Security and Defence, which sets out a new level of ambition for 
the Union and identifies actions to fulfil it, as well as with the implementation of the EU-NATO 
Joint Declaration signed by the President of the European Council, the President of the Com-
mission and the Secretary-General of NATO. It is too early to determine the effects of the Fund 
but its influence over the defence industry sector in the EU is inevitable.

3 . WORLD TENDENCIES IN DEFENCE TECHNOLOGICAL  
AND INDUSTRIAL BASE DEVELOPMENT

After the end of the Cold war, an intensive and deep reorganization of so-called “military 
sectors” of all economies followed. The structural changes in the economy could be described 
with new ratios between the military and civil production. The military/defence sectors of the 
economy are reorganized in a course of convergence between defence and civil production. 
This process is based on flexible dual-use technologies. 

As a whole, the defence industrial transformation processes at the end of the XX and the begin-
ning of the XXI century are in the general trend of the industry and technology development. 
The new challenges of the environment – terrorism and the other asymmetric threats caused 

2 Defence Technological and Industrial Base (DTIB) – Industrial assets that are of direct or indirect impor-
tance for the production of equipment for a country’s armed forces.

3 Bulgarian military-industrial complex (BMIC) – The existing technology and production structure of the 
Bulgarian defence industry during the Cold war
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brand-new needs. The demand for goods and services from the defence industry has changed. 
The new challenges have led to defence strategy transformation of most of the countries – from 
preparation policy based on the struggle against a distinctive enemy to policy based on capabil-
ities’ development for coping with the threats of the present-day.

The result of that serious transformation affected significantly the international defence eco-
nomic relations. The difference lies in the refusal of one national R&D and production model of 
modern armaments and equipment. The globalized defence industry is acquiring a clear form 
of firm’s nets with distinct strategic centres.

These conditions leave their stamp on the development of the nowadays DTIB in each level – 
global, regional and national. Meanwhile, the BDTIB lags significantly from this trend. 

4 . THE BMIC – SHORT HISTORY

The fundamentals of the present Bulgarian defence industry (BMIC) were put in place in the 
late 1960s and throughout the 1970s when dozens of enterprises were built and modernized with 
significant Soviet help. During the socialist period, the BMIC consisted of three main groups 
of enterprises (Ivanov, 1998, p. 95). The production capabilities were of a combined-type, with 
a technological division of labour. The production process was designed for mass production 
with high levels of technological specialization. Defence production was a state monopoly as 
the enterprises were fully state-owned, with very high centralization of the overall manage-
ment, including planning, investment, a supply of raw materials and production equipment and 
trade realization of the production. The production cycle started with centralized planning and 
financing of R&D and all necessary patents and licenses for production. All of this was estab-
lished in the frameworks of the Council for Mutual Economic Assistance (COMECON) and 
subordinated to the strategic needs of the Warsaw Pact (WP) (Dimitrov 2002, pp 10-16). 

A highly specialized production base in metal-working, machine-building, and electronics have 
been developed. This specialization included SALW (Small Arms and Light Weapons), ar-
moured vehicles, and electronics (Dimitrov 2002, p. 13). During the socialist period, the BMIC 
was characterized by a clear focus on the manufacture for export (about 90 percent of its out-
put), advanced production technology and efficient production structure. Its product range was 
oriented towards market niches and Bulgaria’s specialization within the WP (Dimitrov and Iva-
nov 1993, p 94). Bulgaria supplied arms to countries from the WP, the Middle East, North Afri-
ca, India and other smaller markets (Brauer and van Tuyil 1996, p 128.) A relatively large share, 
between 30 and 40 percent of the exports, depended on the political relations that Bulgaria had 
with these partner countries. This trade was worth several hundred million US dollars per year.

The collapse . The political changes at the end of the 1980s and the beginning of the 1990s, the 
breaking up of the WP, the disintegration of COMECON brought with them lots of common 
and special economic problems for BMIC. According to the Weapons Under Scrutiny Report 
(Bulgarian Center for Study of Democracy, 2004) the difficult process of transition to democracy 
and a market economy, characterized by a financial and economic crisis, a weakening of state 
control, and political instability, had a huge impact on the Bulgarian defence industry. Bulgar-
ia’s traditional export markets declined rapidly, for several reasons. Firstly, on a global level, 
increased demand for modern armaments hurt exports of some of Bulgaria’s relatively low-tech 
items such as SALW. Secondly, increased export control measures, at the national and interna-
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tional level, restricted exports to many countries that Bulgaria had previously supplied, some of 
which came under the United Nations (UN) embargoes. Thirdly, some of Bulgaria’s traditional 
clients developed their basic production capabilities, reducing their need for imports. Fourthly, 
most arms’ importers, especially those from former communist countries, shifted demand to 
weapons produced to NATO standards, thus reducing the demand for old Soviet-style weaponry 
(CSD 2004, ‘Weapons under scrutiny’ report, pp 9-10). For Bulgarian defence industry a new 
way had to be found out of the frameworks of COMECON and WP- on the world defence market.

In the years of transition to a market economy Bulgaria has undergone a massive deindustri-
alization losing some of its most sophisticated industries, accordingly severely deteriorating 
its position in the international division of labour (Zhelev, 2013). After 1989, the MIC under-
went widespread structural reforms that reorganized its branch structure, reduced production, 
stopped technological upgrades and brought the reconstruction and modernization of compa-
nies’ plants to a virtual halt. In the early 1990s, the management and the large bureaucracy of 
the defence companies still carried the mentality of the command-administrative economy. 
There was a need for a new business culture and a new type of relationship with the state, as 
the MIC was still state-owned. The state did not succeed in formulating a consistent defence 
industry policy or guidance for long-term development. Reforms were often simply imposed or 
took shape on an ad hoc basis, in response to severe crises within the industry (CSD 2004, p.19).

After 1989 the production of the enterprises part of BMIC was sharply reduced, the technology 
renovations were also stopped. There were no possibilities for reconstruction and moderniza-
tion of the assets available. Bulgarian governments failed in their efforts for the elaboration of 
defence-industrial policy, nor succeed to draw a long-term plan for the whole industry devel-
opment as a whole. In its way of transition to a market economy, the Bulgarian industry failed 
in deep crises with lots of dimensions – structural, market, resources, lack of human resources, 
finance and lack of technologies.

The processes of demonopolization and decentralization teared up the existing technological re-
lations between the enterprises. As a result, many of them dropped out of the BMIC by reasons 
of bankruptcy, liquidation and privatization, corruption, buying out with the intent to close the 
entity and product line changes.

In the process of restructuring the existing BMIC, the systemic relations between the partici-
pants in that system were destroyed. In those days the collapse of the system was predetermined 
by external factors and tendencies in the world defence market on one side and from the slow 
and inadequate transition to a market economy in Bulgaria, on the other side.

The export from BMIC has begun to drop. The new political conditions restricted the access 
to the needed technologies which had been received in the past from the former USSR or indi-
rectly from the West. In the existing new competitive conditions, the lack of technologies made 
the situation impossible for BMIC to create and sell market demanded products. The problem 
of intellectual property was never solved properly. Especially the relations with the Russian 
Federation have not been settled. The total crisis in Bulgaria did not enable new technologies to 
be nationally developed or bought from abroad. 

At the entrance of BMIC as a system, basic resources along with the needed technologies and 
the former markets were no more available. In the new market-driven conditions most of the 
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enterprises missed devising their own production and market policy. The end was inevitable 
– a systemic crisis of BDTIB. The crisis found its expression in the system falling apart. The 
resources available like personnel and means of production were on a world level. But the lack 
of the other internal resources which were needed for a self-organized saving of the system 
has prevailed. The external conditions did not allow product realization – the most important 
markets have been lost. The entrance of the system was closed – no earnings, no resources 
available. The system BMIC had not had the option to achieve its goals. Because of the lack of 
new products at the exit and some internal conflicts in the system (economic, social, political 
and managerial), the BMIC stopped to exist.

Privatization through employee/management buyouts has not contributed to companies’ de-
velopment (CSD 2004, p.11). Some companies remained in a poor state, with limited access to 
fresh capital, unable to invest in new technologies and lacking marketing, trade, logistics and 
business planning skills. Several conversion programs have been developed during the transi-
tion to a free market economy, but they have had minimal or no impact. The conversion has 
been left to the companies’ management rather than pursued purposefully by the government. 
There were no investments for restructuring and/or conversion, nor tax incentives or subsidies.

In general terms, the global tendencies and processes in conjunction with the local ones in 
Bulgaria predetermined the present state of the Bulgarian defence enterprises and their trans-
formation in BDTIB.

5. THE PRESENT PROBLEMS AHEAD BDTIB

Nowadays most of the outlined problems of the Bulgarian enterprises part of BDTIB are un-
solved. The financial, human resources and managerial ones prevail over the others. 

In 2004 the leading enterprises in BDTIB created a Bulgarian defence industry association 
(BDIA)4. In the framework of the association, there are lots of initiatives for decision consoli-
dating of the problems already outlined. 

The participation of the Bulgarian state in seeking decisions of the problems concerned is lim-
ited to its support and regulatory role in the economic activities on its territory. In this case, the 
roles of the Bulgarian Ministry of Defence (MoD) and the Ministry of Economy are to provide 
institutional support to different activities that aim to promote the capabilities of the BDTIB. 
The formula for industry participation in the processes of modernization of Bulgarian armed 
forces (BAF) is still not elaborated. Armed Forces Modernization Plan is more than ten years 
on the run, and the relevant participation of Bulgarian industry in its implementation is still un-
certain. In the principal documents on national security and defence, the role of the Bulgarian 
defence industry is hardly mentioned at all. A positive step in this direction is the six-year work 
of the so-called “Industrial Forum” (https://iforum-bg.mod.bg/). It is a platform for practical in-
teraction and cooperation between the public administration, industry and defence and security 
research and educational organizations in Bulgaria.

Maybe because of the wish of BDIA with still unelaborated administrative mechanisms to take 
part in the modernization, regardless of the principle the army supplies to be done in the most 
cost-efficient way. The Bulgarian producers tend to do anything possible to guarantee their 

4 Information for the participants in BDIA could be found at the association website: http://www.bdia-bg.com 
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monopoly in specific defence supplies to BAF. In its strategic documents, available only in the 
Bulgarian language on the BDIA website, the association even goes too far as to suggest, in 
cases when enterprises take part as main subcontractors in some modernization projects, to be 
able to deliver and support products and services independently of the main contractor. 

The impression created is that BDIA strives for gaining access to BAF modernization projects 
resources by all means. Maybe part of the Bulgarian enterprises, which could be involved in 
those projects as subcontractors, see them as one possible way to gain technologies from some 
of the prime contractors.

In 2012 a Strategy for development of BDTIB was adopted. The strategy represents mainly 
the viewpoint of BDIA. It would be very difficult for this strategy to be realized. Because of 
lots of contradictions with the legislation and regulation at the European level. Especially with 
the ‚Defence Package’ which included a Communication entitled “Strategy for a stronger and 
more competitive European defence industry” (COM (2007)764 highlighting the need for regu-
lation at European level, and legislative proposals for two Directives: Directive 2009/43/EC on 
transfers of defence-related products within the EU; and Directive 2009/81/EC on Defence and 
Security Procurement.

Till now the implementation of this strategy is not a fact. Only at the end of 2015 a program and 
a plan for its realization were accepted. Maybe more than five years after this strategy accept-
ance and in terms of turbulent and dynamic changes in the country and the world it is time for 
reconsideration. At least it is needed in the area of the strategic goals and the instruments for 
their achievement.

One other possibility for development is not fully used so far. The participation of the BDTIB 
in high-tech international projects in NATO’s framework is not successful enough. Bulgaria’s 
participation in NATO does not mean direct access to the corresponding markets. At the present 
time, there are no considerable effects for Bulgaria and its enterprises due to lack of capacity or 
just interests from Bulgarian side.

6 . THE DRIVING FORCES, KEY FACTORS FOR SUCCESS  
AND CHALLENGES CONFRONTING THE BDTIB

BDTIB is still predominately a traditional producer of SALW. This is an increasingly compet-
itive market, characterized by heavy dependence on the existence of regional conflicts. Mainly 
the conflicts in the Middle East and some other local conflicts (in Ukraine, Nigeria, Algeria, 
Yemen, Afghanistan etc.) are the engines of the increasing export of defence production from 
Bulgaria. As stated in a Rand Corporation Europe Report for the European Defence Agency 
(2016, p.6) the sector is active in exports to non-EU markets, including Afghanistan, Algeria, 
India and Iraq. At the same time, Bulgaria is looking to expand its arms exports to China and Vi-
etnam. The defence output and export trends are hard to analyze in detail since the information 
for most of them is classified. Revealing information on the arms production and trade that does 
not jeopardize the financial situation of the companies is not a common practice in Bulgaria.

At the traditional “Hemus”5 International Defence Equipment and Services Exhibition (held in 
the city of Plovdiv every other May) in 2016, it was announced by the Deputy-minister of Econ-

5 https://www.hemusbg.org/en 
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omy that the country’s exports of ammunition and military equipment totaled EUR 235 million 
for 2013. For 2014 the export totaled EUR 403 million. The expectations for 2015 export are 
estimated to EUR 642 million. The tendency in SALW is to produce and export ammunition 
rather than small arms (Milev, 2016).

As can be seen in the table below, export trends for 2015 and the following years remain steadily 
upward.

Table 1 . Export trends – BDITB
2013 2014 2015 2016 2017 2018

Export 
(MEUR) 235 403 642 1,015 1,219 764,54

Note:  The total value of permitted transactions of defence-related products for 2018 is more than EUR 1 billion, 
but part of them are realized in the year 2019.

Source: Annual reports – Interministerial Commission for Export Control and Non-Proliferation of 
Weapons of Mass Destruction6, 2013-2019

The main exported products continue to be classic ammunition, fuses, bombs, rockets, missiles 
and torpedoes. Much smaller volumes include small arms and light weapons as well as large 
weapons (weapon systems). 

The key factors for this, according to the author temporary success are:
• Along with the good market situation finding the right intermediaries on the ground in 

the countries end-users of the production is crucial. For this reason, from the available 
information from the reports of the Interdepartmental Council on Defence Industry and 
Security of Supply7, it is clear that the main export outputs are not from the members 
of BDIA. At the same time as it could be seen at their website (https://bdia-bg.com/ac-
tivities/facts-and-figures ) the members of the Association, produce and realize on the 
national and international markets more than 90% of the defence production produced 
in the country (for instance in value terms, only for defence-related products over 1 096 
878 248 euro, which represents 90% from 1 218 753 609 euros for 2017).

• Another success factor is the supply of adequate products for Russian (Soviet) systems 
of weapons and equipment, which are widely used in areas of hot conflicts.

• Significant added value brings the fact that many Bulgarian companies implement an 
active and flexible marketing policy in dealing with customers at their traditional and 
new markets.

• The recognized quality of Bulgarian products by its consumers is another key factor for 
success. Alignment with the market situation alone in the absence of clearly defined and 
followed strategic moves cannot lead to long-term success.

According to Zhelev (2017) after the global crisis it was realized that manufacturing should be 
assigned a major role for Europe to continue to be a global player. The European Commission 
has called on EU countries to step up their industrial policies and try to restore the central posi-
tion of manufacturing for creating jobs and growth. As a member from the Republic of Bulgaria 
in the AeroSpace and Defence Industries Association of Europe (with 843, 400 workers and 220 
bln. Euro for 2017) BDIA could help this process EU and at the national level.

6 https://mi.government.bg/en/themes/interministerial-commission-for-export-control-and-non-prolifera-
tion-of-weapons-of-mass-destruction-198-338.html

7 http://www.micmrc.government.bg/
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The main challenge for BDITB is to become a generator of economic and social security in the 
country. The results of BDITB’s activities in recent years have contributed indirectly to Bulgar-
ia’s national security. The contribution can be defined in two directions. On the one hand, is the 
realization of highly-efficient export within the framework of the overall export of the country. 
On the other hand, the enterprises in the sector create significant employment in different re-
gions of the country mainly outside the capital city – Sofia. The largest industrial enterprises in 
the country are part of BDTIB. More than 30,000 employees work in companies that are part of 
BDTIB. They together with their partners and subcontractors represent over 70,000 employees 
forming the basis of the socio-economic structure of BDTIB. The long-term success of that 
industrial sector could not be possible without consolidated state-enterprise policy grounded on 
uninterrupted technological, market, scientific development and innovation.

CONCLUSION

Long term success of BDTIB is possible if all actors become aware that the present situation 
on the markets could not continue in the long run. The possibilities for sustainable dynamic 
development of that industry could be created only on the base of consolidated state policy 
grounded on uninterrupted technological, market, scientific development and innovation. The 
strategic partnerships with leading enterprises and consortiums – suppliers of equipment and 
services for NATO and EU countries, are the most possible decisions for guaranteeing long-
term competitiveness of BDTIB. That is the way for enhancing the innovations, the product 
and technology modernization. Unfortunately, the absence of adequate strategy and adequate 
industrial policy and no priorities on a national level in Bulgaria are serious obstacles. In such a 
situation it would be very hard for BDTIB to enter in target market niches, to develop superior 
specialization and adequate capabilities or to take part in BAF modernization process. What 
is more – the problems noted in 2004 (CSD, p.22) are more serious nowadays. Most of the en-
terprises still have limited access to financing and are not able to invest in new technologies, 
and are thus compelled to rely on old products. The state has distanced itself from research and 
development (R&D). Human resources in the research field are in constant decline due to low 
pay, better opportunities in other industries, or better offers from the defence sectors of other 
countries. This leads to a permanent decline in the defence industry’s R&D, and dependency on 
SALW production and export, which involves less technological sophistication. The arms trade 
(as the main result from the activities of BDTIB) is dependent on both the political framework 
reflected in the national defence-industrial policy and the capabilities of the defence companies. 
Unfortunately, there is no such policy, created and implemented in Bulgaria. The role of the In-
dustry as a whole in the BAF modernization process also has not been determined yet. BDTIB 
is heavily dependent on the national economy and the modernization process of the BAF.
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Abstract: New compliance regulations developed in the past several years by international organi-
zations for tackling money laundering emphasize the risk-based approach as a critical element in the 
prevention of the crime. This article elaborates on the new trends in this field. The first section looks 
at the main documents underlying the legal framework set in place to protect the financial system from 
being used for money laundering purposes. Highlighting key concepts in the selected documents, the 
article reveals important changes in the philosophy backing up anti-money laundering policies: from 
sanctioning to prevention through the application of macro and micro risk assessments. In this context, 
the article further discusses the requirements for businesses to follow a risk-based approach in evalu-
ating the risk of money laundering in establishing business relationships with new customers; the need 
to monitor and control these relationships. Specific steps are proposed to design a comprehensive risk-
based anti-money laundering program.

Keywords: Financial system, Banking, Crime.

1 . INTRODUCTION

In today’s global market, people, goods and capital move freely and quickly, which provides 
many opportunities for business development beyond national borders. The tendency is for 

continuous increase of financial flows. As reported by the European Central Bank, the number 
of transactions in the EU has increased many times – if at the beginning of the 21st century there 
were 48 billion transactions, then in 2018 their number is already nearly 140 billion (European 
Central Bank, 2019). This huge movement of funds also has its challenges. One of the most sig-
nificant problems that is evolving in parallel with the expansion of international business oppor-
tunities is the movement of criminal proceeds as part of the money laundering process. Crim-
inals benefit from open borders and improved transport connections, and the rapid progress in 
communications and technology to almost the same extent as legal businesses, and in some are-
as have adapted even better (Chatterjee, 2005; Albertson & Fox, 2012). In the massive financial 
flows, it is very difficult to distinguish between licit and illicit funds – an advantage that money 
launderers use readily. Based on this indistinguishability of financial flows, during the initial 
development of global processes in the economy some researchers argue that the „dirty money” 
flows need not be stopped because they provide much needed resources in economies, especial-
ly if the crime is committed in another country. Today, however, the international community is 
unanimous about the harms caused by illicit financial flows on various spheres of society. With 
regard to the financial system, researchers point to a number of negative effects, some of which 
are – the destruction of the integrity and stability of financial systems; a threat to fiscal stability; 
macroeconomic instability, etc. (Reuter, 2013). Along with this, the main motive for combating 
money laundering is the belief that „dirty money” gives enormous power to criminals, through 
which they not only continue to carry out and expand their criminal activities, but also enter the 
legal economy, and often in politics.
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These reasons have pushed the international community to take action to counteract money laun-
dering globally and nationally. Over the last three decades, a broad legal framework has been 
developed that sets out specific guidelines and requirements that countries, and in particular 
financial institutions and business organizations, must adhere to in the conduct of their business. 
The belief is that anti-money laundering (AML) measures must become an integral part of fi-
nancial and non-financial institutions’ corporate social responsibility policies (Simonova, 2011).

This paper outlines some of the new regulations for counteracting money laundering in the 
financial system, focusing on how the anti-money laundering system is changing – from a rule-
based approach to a risk-based approach. The development of the global financial market and 
the opportunities offered for money transfers indicate that constant monitoring and evaluation 
are needed to be successful in combating money laundering. Therefore, in the last few European 
directives and in the recommendations of the Task Force on Financial Action against Money 
Laundering (FATF), the risk approach has been identified as the main element for effective pre-
vention of the use of the financial system for criminal purposes.

2 . SHIFT TOWARDS RISK-BASED APPROACH  
IN ANTI-MONEY LAUNDERING FRAMEWORK

The active work towards an international anti-money laundering framework began in the late 
1980s. A key role played by the 1988 United Nations Convention on the Illicit Trafficking in Nar-
cotic Drugs and Psychotropic Substances. Through it, the proceeds from the production, traffick-
ing and trade in drugs and psychotropic substances are incriminated and a definition of money 
laundering is proposed, which is used in a number of international documents thereafter. The list 
of predicate money laundering offenses gradually begins to expand, and today in most countries, 
any crime from which illicit property has been acquired can be linked to money laundering.

In 1989, the Special Task Force on Financial Action against Money Laundering (FATF) was es-
tablished, which, through its 40 Recommendations, set the basic standards for combating money 
laundering (and, later on, terrorist financing). The recommendations have been revised several 
times to best meet the changing conditions and different methods used by criminals to launder 
money. The EU has transposed these standards through its five anti-money directives so far.

The 2003 FATF Recommendations introduce a new concept for AML: a risk-based approach, 
which provides for the allocation of resources based on an assessment of the money laundering risk 
that clients and their business represent. The idea is reflected at European level through Directive 
of 2005 (2005/60/EC). During this period, a risk assessment is recommended to be applied in con-
junction with the current rule-based approach, i.e. it is only one of the elements and numerous rules 
that reporting entities must follow. It is only in the 2012 Recommendations and in the subsequent 
Fourth Directive (EU) 2015/849 and the Fifth Directive (EU) 2018/843 that the risk-assessment 
approach has been taken as a leading method for counteracting money laundering. According to 
FATF, the risk approach allows Member States to adopt a more flexible set of measures commen-
surate with the nature of the risks and to apply them effectively to higher risk areas.

The rule-based approach adopted by the first two European directives focuses on imposing com-
mon rules for the investigation of a crime already committed, while the risk assessment concept 
aims at preventing it and preventing the flow of ‚dirty money’ into the economy (Costanzo, 
2013). The purpose is to carry out a dynamic risk assessment, first at the macro level, and then at 
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the micro level (by financial and non-financial organizations and institutions themselves), in or-
der to respond in the most efficient way to today’s rapidly changing conditions. The rule-based 
approach relies on the assumption that common pre-defined rules for all countries and reporting 
entities will cover the potential risks of money laundering. The risk-based approach challenges 
this notion arguing that the application of uniform rules for all leads to ineffective results (Bello 
& Harvey, 2017). AML regimes must be different to reflect the particularities of the country 
first, especially with regard to the characteristics of the legal system and the overall risk profile 
(Costanzo, 2013), and then the individual business activities and business sectors (Jeans, 2016).

The Fourth European Directive (EU) 2015/849 explicitly puts forward the risk-assessment ap-
proach, aiming to enable entities to better identify, understand and mitigate money laundering 
risks (Ernst & Young, 2016). The reporting entities are required to document and systematically 
update the risk assessments they carry out on their clients. To do this, the level of risk for the 
organization should be determined, the controls and information collected for customers in-
creased, the number of people designated to fall into the category of politically exposed persons 
(PEPs) increased and more. The fifth Directive (EU) 2018/843 introduces new enhanced con-
trols on virtual money and prepaid cards. The requirements for identifying the beneficial owner 
become much stricter. The fifth directive is to be transposed into national law by 10 January 
2020. The two directives significantly increase the penalties for non-compliance in this field.

Through the emphasis on risk-assessment as the lead approach in anti-money laundering meas-
ures, a change in the philosophy informing the policies in this field is taking place – from sanc-
tioning crimes already committed, efforts are increasingly focused on preventing and predicting 
the risk of criminal phenomena. This change significantly enhances the role of private business. 
Whereas in the beginning the state and its institutions played a decisive role in the fight against 
money laundering, today the private sector is one that has a very significant function in counter-
acting, even challenging the main role of the state (de Oliveira, 2018). It is the private actors who 
decide which client, transaction or operation poses a risk and which does not, what to report as 
suspicious of money laundering and what not (Helgesson & Mörth, 2018).

3 . IMPLEMENTING THE RISK-BASED APPROACH

The European Directives and the FATF Recommendations guide countries to conduct risk assess-
ments that take into account their capacity and experience in each sector that needs to comply with 
money laundering requirements. Member states need to identify, evaluate and understand the risks 
of money laundering and take commensurate preventative measures (European Commission, 2019).

Implementing the risk-based approach for the prevention of money laundering is more complicated 
than the rule-based approach, where the emphasis is on compliance. The application of the risk 
approach is not limited to the one-off initial identification of risk for the organization concerned, 
but requires systematic monitoring and update of the assessment. The regime based on the risk ap-
proach entails the preparation of risk assessment at several levels – supranational, national and by 
the reporting entities. The first assessment is drawn up by the European Commission, the second 
by the national institutions responsible for implementing the legislation in this field. The national 
money laundering risk assessment needs to be updated on a regular basis, in order to reflect the 
results of the supranational risk assessment and the EC recommendations. Non-financial and fi-
nancial institutions subject to anti-money laundering legislation also need to apply risk assessment 
in their activities, and they may also take advantage from an initial assessment at sectoral level.
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In preparing their own risk assessment, the reporting entities should take into account the exist-
ing risk factors such as client activity, country of origin and place of business, types of services 
offered, nature of the requested operation and transaction, etc. Based on the risk assessment, the 
reporting entities carry out a certain type of complex checks – simplified or extended, in order 
to create a client profile. Depending on the risk level – high, medium, or low – associated with a 
client, the amount and content of information that will be collected about a client is determined. 
At what intervals the information collected about the client is updated also depends on the re-
sults of the risk-based approach and the category in which the client account is placed.

The content of the program that reporting entities will need to implement in order to comply 
with the legal stipulations against money laundering depends to a large extent on the degree of 
risk – for the country as a whole and for the particular business in particular. However, there are 
several basic elements that such a program should include. First, it is necessary to decide who will 
be charged with the responsibility of enforcing the legal requirements – whether there will be a 
separate position / department for this or in case of a smaller company, this responsibility may be 
assumed by the manager. A risk-based money laundering program starts with a risk assessment 
of the organization concerned, which takes into account the results of national and supranational 
risk assessments. This step requires: drawing up a list of potential risks and risk factors; establish-
ing clear criteria for determining the level of risk of different clients and the intervals at which to 
update the risk assessment; analyzing the identified risks. The next important step is to establish 
clear procedures that the employees need to follow for identifying clients: what information should 
be collected, when a simplified or expanded comprehensive check should be carried out, what are 
the means of establishing the origin of the funds and the actual owner, how to identify related 
transactions, to whom to report, when to monitor and evaluate business relationships, etc. Another 
element in an anti-money laundering program is the establishment of rules for the collection, ar-
chiving and disclosure of documents, data and information about clients of the organization. Rules 
for training and for monitoring the implementation of the legal requirements are also essential. 
These steps are interrelated and the quality of their implementation determines the effectiveness of 
the money laundering prevention program. This, of course, is not an exhaustive list of instructions, 
but rather guidelines, which can be modified and amended depending on the specific activity of the 
reporting entity and the degree of risk of money laundering related to this activity.

4 . FUTURE RESEARCH DIRECTIONS

Despite the consensus among international money laundering organizations on the direction 
of development, some authors have noted (Helgesson & Mörth, 2018) that following a risk 
approach as a fundamental principle in combating money laundering may be contrary to the 
specifics of some business areas. This contradiction, in their view, stems from the three basic 
assumptions on which this approach is built: responsibility of the private sector; identifiable 
risks by the private sector; proactive attitude by the private sector.

The first assumption implies that the primary responsibility for determining what is a risk and 
what is not is transferred to the reporting entities. In addition, it is assumed that the risks of 
money laundering can be identified and the employees of the reporting entity would, accord-
ingly, suspend the suspicious transactions and report them. According to researchers, these re-
quirements may conflict with the characteristics of particular professions, for example, lawyers, 
and the principle of confidentiality between client and lawyer. In this regard, calls are made 
for further research and analysis of how reporting entities – the frontline practitioners in the 
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anti-money laundering system – understand the regulations and rules in this field and how they 
manage to put them into practice.

The observations of Levi et al. (2018) indicate that it seems to be taken for granted that the system 
of money laundering prevention will have a positive impact on welfare, without it being subject 
to an impact assessment and a cost-benefit analysis (direct and indirect) of its implementation. 
This does not mean that the efforts to combat money laundering do not have the desired effect; 
rather, what is needed is a better assessment of how the measures are implemented, analysis of the 
different impact they have on reporting entities, on developing countries and the various sectors; 
in other words, it is necessary to gather credible evidence of the effectiveness of the system. To 
achieve that objective, further research needs to be done and more data collected about the crime 
itself, in order to determine whether the adopted measures have led to a decrease in the crime rate.

5. CONCLUSION

Notwithstanding the questions about the effectiveness of the anti-money laundering measures, 
it should be noted that one of the important benefits of applying the risk assessment approach 
is that it allows the reporting entities to decide for themselves which aspect of their business 
deserves more attention. Of course, no system can detect every single risk of money launder-
ing, but reporting entities must apply the system that is best suited to their business. The risk 
assessment approach is no guarantee that all questions about this crime will find answers. The 
approach is useful as it demonstrates that there cannot be a one-size-fits all solution and that 
not all reporting entities are equally vulnerable to money laundering. The risk-based approach 
allows to prioritize those clients, transactions and operations that are defined as riskier for 
money laundering. This is of particular importance today, in the context of growing amounts of 
information becoming available; the application of the risk-based approach is expected to gain 
in relevance and usefulness in the coming years.

Of great importance is the requirement to build a supranational and national risk assessment, 
which implies a shared understanding of the risk of money laundering among a wide range of 
stakeholders at different levels. In itself, having consensus on an important issue like money 
laundering, which is a threat to every country in the world, is an important prerequisite for ef-
fectively combating crime and protecting the financial system from misuse.
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Abstract: Timisoara is one of the first five city from Romania, an important Growing Pole in DKMT Eu-
ro-region. Timisoara is also into an inner-periphery, among four European capital, Bucharest, Belgrade, 
Budapest, and Wien that are less than 600 km away. After the political change from 1990 the entire coun-
try was massive affected by economic, social, cultural and juridical reconfiguration. During 1990s the 
city has to deal with a significant population lose, due urban sprawl, negative birth rate and outmigration. 
Nowadays the municipality try to strengthen the Timisoara’s resilience by developing the metropolitan 
area. This paper present how can be used the Urban Futures Methodology to evaluate the sustainability 
of public policies, actions, measures applied toward the transform the city into a metropole. This work 
was supported by a grant of the Romanian National Authority for Scientific Research and Innovation, 
CCCDI-UEFISCDI, project number 66/2017 COFUND-ENSUF-3S RECIPE (1), within PNCDI III.

Keywords: Urban resilience, Inner periphery, Urban governance.

1 . INTRODUCTION

One of the main benefits of the fall of the Iron Curtin was the opening of the boundaries and 
the massive migration from East to West. A direct consequence of the restauration of the 

free circulation of the people was the depopulation of the Eastern countries. Almost all post-so-
cialist cities from Central and Eastern Europe that are inner peripheries has known a significant 
process of shrinkage. The main cause was obviously the significant difference of living condi-
tion between West and East Europe. Another issue was related by the urban development, more 
strategic and functional in West comparatively with forced industrialization in East (Szelenyi). 
Thus, almost all medium and large cities in Romania, including Timisoara were developed over 
the historical configuration, with a non-functional mix of houses on ground neighborhoods 
and ten level block flats, with inadequate structure of urban services and utilities and, in many 
causes overcrowded due to extensive industrial facilities and demand of working forces. In this 
context, due to 1990s’ Timisoara has lost around 50.000 inhabitants by urban sprawl toward 
nearby villages, by negative birth rate (after the liberalization of the abortion) and by outmi-
gration. After 2010 the city has recovered a part from these demographic declines and now the 
official population volume is relatively stable at 330.000 inhabitants (Figure 1). 

Urban shrinkage is nowadays a common stage into the evolution of medium and large cities all 
over the globe. Following the official statistics in Europe, in particular, 38 out of 100 cities have 
less population today than they did 25 years ago, before the fall of the Berlin Wall. By the mid-
2000s, the share of shrinking cities across Europe’s larger urban areas with 200,000 residents 
and above had reached 42% (Turok & Mykhnenko, 2007; Mykhnenko & Turok, 2008). Into the 
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last quarter of century, the population loss, socio-economic decline or stagnation have had a 
profound impact on more than 2,700 municipalities in the European Union alone. Many cities, 
situated in close proximity to powerful centers of economic growth and cultural vibrancy, find 
themselves in their shadows – at the inner periphery – of regional, national, and global devel-
opmental trends (ESPON, 2013; Pike et al., 2016). During the last decade into the academic and 
public discourse it was made a great progress in recognizing the causes of the socio-econom-
ic inner peripherality, and in documenting the complexity of its consequences (see Boom & 
Mommaas, 2009; Ganser & Piro, 2012; Grossman et al., 2013; Martinez-Fernandez et al., 2012; 
Pallagst et al., 2014; Oswalt, 2005). A good deal of concerted action has already been taken on 
the part of many governments and local authorities in Europe and beyond, reacting to the most 
immediate, visible, and damaging consequences of urban shrinkage (Haase et al., 2016; Langn-
er & Endlicher, 2007; Neill & Schlappa, 2016; Richardson & Nam, 2014). 

Figure 1 The evolution of the Timisoara’s population after the 1989
Sources: Romanian National Institute of Statistics

2 . METHODOLOGY

As an inner-periphery the further natural development of the Timisoara is limited by three big 
European capitals that are neighbor: Bucharest, Belgrade and Budapest. Starting from 2000 
the Timisoara City Hall has prepared the Metropolitan master plan for defining a clear goal of 
urban planning. Since than there were develop several actions and projects to connect the city 
with the new residential neighborhoods, and to implement various urban services into these 
areas. Even the Timisoara’s aerosolization can be considerate a very legitime purpose for fur-
ther development of the city its implementation is not a surely and sustainable approach. Thus, 
for the evaluation of the viability of the development of the metropolitan area in Timisoara as 
a direct measure against the population decline for an inner periphery city, we have applied 
the Urban Future Method into the project 3S RECIPE Smart Shrinkage Solutions. Fostering 
Resilient Cities in Inner Peripheries of Europe financed by a grant of the Romanian National 
Authority for Scientific Research and Innovation, CCCDI-UEFISCDI, project number 66/2017 
COFUND-ENSUF-3S RECIPE (1), within PNCDI III.

Following the authors description, “the Urban Futures Method aims to broaden the way we 
thing about the form and function of urban development and regeneration by focusing on the 
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likely long-term performance of today’s urban design solution and their associated risks. The 
Urban Futures Method is primarily for use when the stakeholders involved in implementing a 
sustainability solution consult together to make decisions as part of the redevelopment process. 
The greatest value comes when there is an opportunity for all partners involved to exchange 
knowledge and ideas and to create better solutions based upon their combined knowledge.” 
(Lombardi et all, 2012). The UFM involve a group decision activity with the following steps: (i) 
identify a sustainability solution for an urban problem and its intended benefit (solution-benefit 
pair) for analysis; (ii) identify the conditions necessary for this benefit to be delivered; (iii) de-
termine the performance of the necessary conditions in the future – will the necessary condition 
be in place? (iv) determine the resilience of the solution benefit pair to future change; (v) decide 
on the appropriate course of action: to implement the solution as is, adapt it to address vulner-
abilities, or replace it with an alternative solution. Depending of the group structure the output 
can have different profile, but as the participants are mostly stakeholders or people connected 
with the analyzed topic the results remain into some frame.

The smart shrinkage solution analyzed by UFM may be strategic, as principle or detailed, fo-
cus on a specific target related to population decline and associated consequences. Whatever 
the short-term effect of a given solution, policy-makers must adopt a longer-term perspective 
to ensure its continued performance throughout its intended lifespan, despite changing condi-
tions. The question to ask is, thus: Will today’s smart shrinkage solutions deliver their intended 
benefits over a 40-year regeneration cycle, typically used for planning investment and devel-
opment proposals? During this project, we have tested the likely future performance of each 
urban development and regeneration-related ‘smart shrinkage solution-benefit pair’ – that is, 
actions taken today in the name of sustainable urban development – in a series of possible fu-
ture scenarios for the year 2060. If a proposed solution delivers a positive legacy, regardless of 
the future against which it is tested, then it can be adopted with confidence. Four plausible but 
distinct future scenarios were included into our analysis (see Lombardi et. al., 2012: Table 2). A 
summary of these four global archetypal urban future scenarios is provided below: 
(i)  The New Sustainability Paradigm: equity and sustainability. An ethos of “one planet 

living” facilities a shared vision for more sustainable living and a much-improved quality 
of life. New socio-economic arrangements result in changes to the character of urban 
industrial civilization. Local is valued but global links also play a role. A sustainable and 
more equitable future is emerging from new values, a revised model of development and 
the active engagement of civil society. 

(ii)  Policy Reform: economic growth with greater equity. Policy Reform depends on compre-
hensive and coordinated action for poverty reduction and environmental sustainability, 
negating trends towards high inequality. The values of consumerism and individualism 
persists, creating a tension with policies that priorities sustainability.

(iii)  Market Forces: competitive, open global market. Market Forces relies on the self-com-
petitive markets. Current demographic, economic, environment and technological trends 
unfold without major surprise. Competitive, open and integrated markets drive world de-
velopment. Social and environmental concerns are secondary.

(iv)  Fortress world: protection and control of resources. Powerful individuals, groups and or-
ganizations develop an authoritarian response to the threats of resources scarcity and social 
breakdown by forming alliances to protect their own interests. Security and defensibility of 
resources are paramount for these privileged rich elites. An impoverished majority exists 
outside the fortress. Policy and regulation exist but enforcement may be limited. Armed 
forces act to impose order, protect the environment and prevent a societal collapse.
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Into the 3S RECIPE project it was analyzed the urban resilience of the Timisoara’s metropoliza-
tion by Urban Future Method. For this it was organized one workshops with 16 local stakehold-
ers from Timisoara City Hall, Romanian Development Agency, National Institute of Statistics, 
experts for the urban commission of County Council, Timisoara Intercultural Institute NGO, 
Vitamina NGO and West University of Timisoara. The starting point was the identification of 
the municipality response to the population decline due to 1990s. In Table 1 there are presented 
the identified policies responses for each cause of depopulation:

Table 1 . Policies response of the Timisoara’s Municipality  
to the causes of the depopulation during 1990s.

Causes Policies responses

out-migration
• economical facilities for investors;
• support for newcomers – to attract working force and to convince the students to 
remain in the city after graduate

negative birth-rate • national financial support for new born child
urban sprawl • Metropolitan Development Plan (2000)

Source: author work

The UFM was applied on the evaluation of the actions, projects and interventions implemented 
by the Timisoara City Hall toward the metropolization of the city. For this development the 
participants to the workshop have identified several benefits, such: urban planning and organi-
zation at a large scale, preserving local identity, access to social services for a large amount of 
population from closer villages, implementing of the principle of urban ecology, the improving 
of quality of life, the diversification of the occupation (due to a more developed labor market), 
the economic development, the extension of the infrastructure and of the transportation system 
and, last but not least, the diversification of the leisure activities. For each of these benefits the 
participants to the workshop have identified one afferent necessary condition that contribute to 
the existence of these benefits. Besides the ten necessary conditions directly related with the 
ten benefits synthetized for the developing of the metropolitan area, it was formulated a supple-
mentary condition related by the increasing of the volume of population. It is obviously that if 
the Timisoara as an urban inner-periphery will don’t attract more inhabitants the metropolitan 
plan is not sustainable.

Into the second part of the workshop it was analyzed each necessary condition from the per-
spective of the fourth archetypally scenario: The New Sustainability Paradigm, Policy Reform, 
Market Forces and Fortress World. The participants have to mark with yes/no/maybe and to 
formulate a short argue for each condition into the perspective of each scenario. It was obtained 
a grid where can be observed what it will happening with the Timisoara’s metropolization if in 
the next 40 years the city will evaluate for one of other from these scenarios. As can be observed 
into the Table 2 the Policy Reform Scenario is the most adequate future evolution of the city 
for implementing the metropolization process, since the Fortress World is less adequate. The 
option for one or other of these future evolutions is not complete under the municipality control, 
they are depending also by several regional, national and euro-regional factors. Despite these, 
if there are clear sign for going toward others scenario with a less support for the developing of 
the metropolitan area the City Hall and other stakeholders will have at least the possibility to 
reconfigure the development strategy, and to reduce the allocated resources for this less sustain-
able project.
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New sustainability paradigm Policy reform Market Forces Fortress world
NC0. Increasing the 
population volume

YES– Increasing the 
population volume would be 
facilitated by this scenario 
aiming a better quality 
of life and active civic 
participation of citizens

YES – because this scenario 
aims to reduce poverty and 
social inequality, promoting 
welfare (although such 
living conditions may 
reduce the birth rate)

MAYBE – depending 
on the market forces 
dynamics, population 
may grow or decreases 

NO – this scenario 
promotes a minority with 
access to the resources 
and drives away the poor 
majority

NC1. Linking of 
the development 
strategies to 
generate synergies 
at the metropolitan 
area

YES – raising awareness of 
public sphere and prioritizes 
solving common issues/
social problems into an 
integrative approach. 
The correlation of the 
Timisoara’s and nearest 
villages’ strategies generate 
a sustainable urban 
ecosystem. 

YES – the only way to 
gather/focus the resources 
and achieve social 
integrated development on 
all levels so that the entire 
metropolitan population to 
can benefits of a better life

MAYBE – depending 
on the interest of 
actors (playing on the 
free market), could 
appear divergent 
mechanisms favourable 
for speculation which 
contravene common 
strategies

NO – in this scenario 
resources are available 
only for a privileged 
rich elite. This elite 
will promote only its 
agenda, independent by 
the common policies 
and regulations/social 
development. 

NC2. Strengthening 
local values, 
construction of an 
integrative spirit 
and a metropolitan 
mentality

YES – Timișoara has 
a green identity, being 
called „The City of Roses” 
Timișoara’s cosmopolitan 
identity should be 
preserved and transformed 
into a more inclusive, 
metropolitan identity. All 
these elements are favorable 
for a sustainable harmony 
cohabitation/conviviality 
with an active civic society 
and an increasing quality 
of life.

MAYBE – depends on the 
development of civil society 
and on the collaboration 
between the public 
institutions, political actors 
at the central level, local 
administration and local/
regional NGO’s. The reform 
of the public policies can 
be oriented even at micro 
level (with promoting of 
the Timisoara’s spirit) or at 
macro level (with promoting 
European values)

MAYBE –if the 
newcomers and the 
new economic agents 
will use and promote 
the local brands, local 
specificity. Market 
forces could increase the 
local entrepreneurship 
competitively or 
the multinational 
corporations.

YES – The focus on 
preserving local identity, 
Timisoara’s values and 
habits, will highlight 
the differences/gaps at 
the metropolitan area’s 
borders, and could 
increase the isolation of 
the metropolitan area.

NC3. Expand and 
diversification of 
social services, 
education and health 
facilities

YES – poverty reduction, 
increasing the quality of 
life and environmental 
sustainability could be 
achieved by coherent 
social strategies and policy 
offering diversification of 
social services, education, 
health facilities, social 
economy offer (depending 
on the community needs 
and problems).

YES– a shared vision 
of a more sustainable 
environment and improved 
quality of life will 
respond to the need and 
diversification of social 
services. The dynamics 
of metropolitan realities 
will claim a permanent 
adaptation of the social 
services to improve the 
quality of life and to ensure 
a sustainable environment.

MAYBE – if the 
social services private 
providers will get a profit 
by diversifying these 
services.

NO – the privileged 
elite have no interest 
in expanding social 
services, or to diversify 
social resources and 
social services for the 
fortress outsiders 

NC4. Developing 
housing policies

YES – the active 
engagement of civil society 
will continuously remind 
and prioritizes on the 
public agenda the need of 
a coherent housing policy 
aiming an equitable future.

YES – the metropolitan 
area will continuously 
need a housing policy 
reform, with focus on 
better living conditions 
to reduce poverty and 
well-integrated regulation 
to ensure environmental 
sustainability. The housing 
policy is directly associated 
with the development, 
mobility, environment 
youth, education policies.

YES – the land owners 
and the real estate 
developers will compete 
for building houses 
with increased living 
conditions and residential 
areas well equipped 
(playing grounds, 
recreational facilities, 
transportation and so on)

NO –the powerful groups 
will not be interested to 
support the costs of a 
housing policy 

NC5. The transfer 
of some urban 
functions to 
periphery (of the 
metropolitan area)

YES – a sustainable 
solution of development 
consists in the availability 
of urban functions (would 
be less time consuming and 
will reduce the pollution 
and the transportation 
costs). Also, the suburbs 
will develop real social life 
and would be transformed 
from the „residential 
dormitory” into a „living/
vivid social community”.

YES – there is a need for 
the stakeholders’ consensus 
towards a master plan 
centered on the urban 
functions needed by the 
metropolitan areas

MAYBE –uncontrolled 
investments could 
produce irreversible 
effects on the community 
life. Urban functions at 
the peripheries can have 
or not have a potential 
competitivity comparable 
with those of the city 
center 

NO – the privileged 
group will tend to oppose 
the transfer of the urban 
functions at/outside the 
fortress borders
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New sustainability paradigm Policy reform Market Forces Fortress world
NC6. A more 
diversified work 
opportunity

NO – caring for a 
sustainable living and effort 
for improving the quality 
of life assume rejection of 
specific work domains and 
limit the diversity of work 
opportunities that are not 
eco-friendly.

MAYBE–work 
opportunities may 
diversify in social services 
area, in education and 
health care, but also new 
domains that can facilitate 
the work integration for 
vulnerable categories 
of population (social 
entrepreneurship, social 
economy organisations 
for unqualified workers, 
but also encouraging IT 
industry and other high 
qualified jobs in sustainable, 
and eco-friendly domains).

YES– a powerful 
labour market creates 
a more diversified 
work opportunities, 
encourages start-ups, and 
increases the competition 
on the labour market.

NO – the powerful 
group tend to be more 
conservative and 
oppose to any diversity/
diversification for 
outsiders.

NC7. Attracting new 
economic agents 
into metropolitan 
area (in the suburbs)

MAYBE – welcomes the 
eco-friendly investors and 
economic agents and reject 
the others.

YES – a well-planned 
and integrated strategy 
for the development of 
the metropolitan area will 
increase the trust of the 
economic agents to invest 
and the active measures 
for maintaining the 
environment sustainability 
(the development of 
industrial parks adequate 
equipped). 

YES –stimulating 
the dynamics of labor 
market – ensures new 
jobs, available land and 
attract work force from 
the region (within a 200-
250 km radius, near the 
metropolitan area).

MAYBE –if the 
dominant group will 
need more workers or 
other economic agents to 
control resources.

NC8. Improving 
and diversifying 
the public 
transportation 
system (e.g. new 
routes for public 
transportation, 
diversifying 
alternative 
transportation, car 
sharing services)

YES –facilitate and 
promote a healthy lifestyle, 
a cheaper and sustainable 
ways/alternatives for the 
present public transport 
services. The new 
geographical configuration 
of the metropolitan 
area allows changing 
and improving of the 
transportation system.

YES – an integrated 
development strategy 
for the metropolitan area 
should stimulate public 
investments in alternatives 
for the public transport 
services, to ensure the 
connectivity between 
different residential areas.

MAYBE – if stimulating 
public-private sustainable 
partnerships, or if 
economic agents will 
develop (new) transport 
facilities for their own 
employees. 

NO – a better 
connectivity links 
different communities, 
but could not divide. 

NC9. Developing 
routes 
infrastructure: fast 
routes, expanding 
the bicycle tracks, 
metropolitan train, 
commissioning 
the Bega navigable 
channel

MAYBE– reduces 
transport costs, increases 
connectivity in the 
metropolitan area; but is 
questionable if will improve 
the quality of life for the 
inhabitants and if will 
ensure the environment 
sustainability.

YES –increases the 
connectivity between 
residential areas, industrial 
facilities and urban facilities 
(saving time currently 
spent in traffic gems and 
reduce transportation costs); 
considerable investments 
for developing routes 
infrastructure.

MAYBE –limited 
possibility to co-opt 
private investors for 
developing routes 
infrastructure (the 
legislation states that 
the routes infrastructure 
should be in the exclusive 
administration of the 
public authorities).

NO –is not in the 
interest of the dominant 
group to develop routes 
infrastructure outside of 
fortress.

NC10. Developing 
community centres, 
cultural centres 
and leisure centres/
entertainment

YES – it will ensure the 
„community life”, increases 
the role of the civil society 
and stimulates an active 
citizenship.

YES – stimulates cultural 
policies, cultural NGO’s, 
and cultural projects/events 
accessible for the large 
public (e.g. represents one 
of the pillars of programme 
Timișoara – European 
Cultural Capital 2021).

YES –increasing 
investments into 
entertainment facilities, 
cultural centres (as 
a profit opportunity, 
entrepreneurship 
development in the 
cultural field)

NO –limited access to 
culture facilities for a 
small elite.

3 . CONCLUSION

The Urban Future Methodology represent a very usefully tool with an interdisciplinary back-
ground and with a direct applicability for the policies makers. It has some weakness related 
by the configuration of the participations at the workshop (various groups of stakeholders can 
generate various outputs). However, the UFM provide a very consistent image about what was 
made related with the specific subject and, most important, make a consistent prediction about 
what is possible to happen with all of these in the further decades.
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Abstract: The digitalisation of the everyday life has become a common reality for more than a half of 
the global population. To be connected 24/7 on several devices, to be at only one click/touch away from 
a huge amount of digital contents, to be available for interactions with almost any users from around 
the globe have become common facts. The insertion of the communication technology in our daily life 
is higher and deeper than never before. Into this paper, it was followed to identify the main sociological 
dimensions of the so-called Homo Interneticus – a new manifestation of the human being on the base 
of the new communication technologies. What are the main advantages of HI? But the disadvantages? 
Did we lose something from our human essence by the digitalisation of our existence?

Keywords: Internet, Smart-phone use, Online social presence.

1 . INTRODUCTION

During the human evolution there where several events that had a massive impact over our 
beings: the biped walk, the development of the language, the tools, the agriculture, the 

printing. In the last almost half of century human civilization has known an unprecedented 
development of the communication technology, with direct and complex consequences for all 
dimensions of our lives (Castells 2009). The development and the spread of the New Informa-
tion and Communication Technologies (NICT), under the global label of the Internet represent a 
massive social phenomenon that occurs from the 1980s on, with a quasi-anarchic unpredictable 
and uncontrolled evolution. Beginning as a secret military research project conducted by ARPA 
(Advanced Research Projects Agency) in 1969 the global network of computers, named firstly 
ARPANET and after 1990s Internet, has deployed a new era in our evolution: the information 
society (Luckett and Casey 2016). Inside of this unlimited digital universe anyone can say any-
thing, anytime from anywhere (Doheny-Farina 1996).

More than half of global population access daily the digital universe because there are not any 
restrictions to going on-line, the proper technology is affordable and, last but not least the ex-
ploring of this new world is very enjoyable. The digitalisation of everyday life has become a 
common reality and, in many cases, even a necessity. To be connected full time from several 
devices simultaneous, to have at only one click/touch distance a huge amount of digital content, 
to can interact with any other user from anywhere have already become common facts. The 
communication technology is inserted in our life more extensive and more intensive than ever 
before. Our goals, values, opinions, behaviours, thinking, sociability, daily routine and social 
life have been significant reconfigured due the intensive use of the digital technology (Schaefer, 
Heinze, Rotte and Denke 2013).
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In 2004 Michael Goldhaber coined the expression Homo Interneticus as a “new form of human 
evolution based on their state of communication abilities”. Even it can be considered mostly a 
philosophical one, we have to admit that it tends to become a very good descriptor of our daily 
status-quo. The Internet is an important part of human evolution: “… the invention of language 
was an evolutionary step of the human kind. The internet is a similar step” (Goldhaber 2019). 
Another reference to this formulation can be found in the Aleks Krotoski documentary movie 
“Homo Interneticus? – The Virtual Revolution” launched by BBC2 in 2012 (Krotoski 2012). 
The main issue of this film was how the web may be distracting and overloading our brains. 

From a general point of view the Homo Interneticus is mostly defined with an excess of Internet 
use, so trend to have a negative connotation. Into a small research made in 2017 with an online 
questionnaire on an available sample (N=488) on this topic, over 70% of the subjects admit that 
we can nowadays talk about the Homo Interneticus as a new form of human being, and a sim-
ilar percentage have declared that they don’t want to become a Homo Interneticus. The main 
strengths of the HI where identified as the unlimited access to an enormous amount of infor-
mation and the hyper-connectivity and the main weakness where the social alienation and the 
addiction by social media. So, into this light of these answers, to access intensively the Internet 
assure a high level of information and connectivity but, into the same time, generate alienation 
and addiction and thus, in the end it is a bad thing.

Of course, these are only subjective perceiving generated by the classical debate of the addic-
tion issue, a subject that are coming from 1980s and was growing continuous until the Internet 
Addiction Disorder, officially recognized as a mental disorder. Even this aspect is as serious 
as possible, the intensive use of the Internet is not just a manner of addiction or psychological 
problem. Almost half of world population spent online at least two hours daily and this is just 
a social fact (Internet World Stats 2019). It is not necessary a debate about positive or negative 
consequences, it is happening and that is it. We can label ourselves as Homo Interneticus or 
not, the nowadays online social existence is a certitude. And this represent actually the main 
characteristic of the HI: to spend daily a minimal amount of time online. The question is how 
long? There is a clear milestone after we can talk about HI and before just a non-involved In-
ternet user? For this, firstly we have made a very simply math following to calculate how many 
hours is necessary to generate the entire digital content that is quantified daily. For this we have 
started from the commercial statistics (Figure 1) that can be found on the Internet related to the 
idea “what’s happening in an Internet minute?” (Desjardins, 2019). We have assumed that there 
is some inconsistency into this data but, they can be used at least as a general mark.

After that, we have established an estimated average time for each action (30 seconds / Goog-
le search, 3 seconds / WhatsApp message, 1 minute/ e-mail and so on) and have get the total 
amount of online time spend by the entire Internet population daily for generating the entire 
digital content and activities. And finally, we have divided for each activity the specific volume 
of time to their number of users (assuming that this is a very approximatively approach due to 
high dispersion between users). Thus, the final value was around 120 minutes. For generating 
all the online activity around the world is necessary than every user to spend daily 2 hours on 
him/her platforms and application (all on google search and email, but only some on Facebook, 
Twitter, Tik-Tok and so on). Even it is a low consistency of this value we can keep it only as a 
general milestone. We can assume, only as a hypothesis that the users that spend daily at least 
two hours online will be named HI and the others, with less than two hours daily can be named 
occasionally users or non-HI. Is this milestone functionally? Does have any relevance?
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Figure 1. What is Happening in an Internet Minute in 2019
Sources: Jeff Desjardins, 2019

For this we have initiated an experimental survey with an online five items questionnaire, fol-
lowed by Smartphone Addiction Scale – Short Version (Kwon, Kim, Cho and Yang 2013, Tu-
dorel, Vintila, Vlaicu, Balauta, Goian and Rusu 2018) and ending with the request to upload a 
screen capture with the phone used during the last week3. This last part of the questionnaire was 
a real challenge, due to difficulties in obtaining the technical information from various type of 
smartphone and operating systems, but in the end, it was obtained 140 answers during May-Ju-
ly 2019. It was only a convenience sample, with subjects approached via Facebook using the 
snowball selections technique. There are not claimed of the representativeness, but the results 
can provide a useful point of departure for further work. The subjects were informed about the 
exclusively research purpose of the study and the anonymous and confidential profile.

The sample was formed mostly from young people (63% below 20 years age), relatively bal-
anced by gender (61% women) that are accessing the Internet mostly form smartphone (75%) 
but that are not addicted to smartphone (69% non-addicted at SAS-SV score). Into the Figure 2 
there are the most interesting factual data of this research:

3 For the iPhone users they have only to go into the setting menu and to make three screen captures with the 
screen time and the more frequent application. For non-iPhone users we asked them to install a small free 
application, UsageTime [Usage Time Application 2019] that provides immediately their phone utilisation 
for the last week.
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Figure 2 – Descriptive statistics of the factual distributions 
Sources: Authors’ work

On the base of previous milestone of two hours of online daily activities it was defined four 
categories of users: Non-Homo Interneticus (Non HI) – up to 2 hours, Light Homo Interneticus 
(Light HI) – 2 to 4 hours, Medium Homo Interneticus (Medium HI) – 4 to 6 hours and Strong 
Homo Interneticus (Strong HI) – over 6 hours. The main characteristics of each type of Homo 
Interneticus are presented in Table 1:

Table 1 . Frequencies and characteristics of various type of Homo Interneticus

Self-estimation of the 
time spends daily online % Average 

age
Average 
Net start

Average 
Mobile Use

Average 
peak 

Mobile 
Use

SAS-SV 
average 

score

up to 2 hours (Non HI) 9 38y 9m 22y 1m 2:14 3:21 24
2 to 4 hours (Light HI) 35 27y 1m 16 y 3m 4:15 6:22 28
4 to 6 hours (Medium HI) 24 25y 2m 14 y 11m 4:44 7:20 30
over 6 h (Strong HI) 31 25y 1m 13y 11m 4:39 7:16 27

There is a very clear and direct correlation between Internet use and age. All analyzed variables 
(the average age of starting use the internet, average daily mobile use and the average peak 
of mobile use) have a linear, direct but negative correlation with age. Also, it can be observed 
that if for Non-HI and for Light HI the daily online time is spent mostly from smart-phone for 
medium and strong HI the average mobile use remine below 5 hours, even the average peak 
goes over 7 hours. So, for a deep digital experience there are used multiple devices, not only 
the smartphone. Finally, one of the most important aspect is that all of these categories have 
obtained an SAS-SV average score below the cut-off point of addiction (31 for male and 33 for 
female). The Medium HI with four to six hours of online daily activities are the closest by the 
addiction point by smartphone. And this is also reflected into the highest level of mobile phone 
use (4 hours and 44 minutes) and the highest level of average peak (7 hours and 20 minutes).

2 . CONCLUSION

Homo Interneticus, defined as an Internet user that spend daily more than two hours online, is a 
nowadays reality and is not based on the addiction to technology. The digital natives that are now-
adays up to twenty years old have start to go online when they were teenagers and have a quite co-
herent behavior into the virtual space (socialization, entertainment, productivity). Even if they use 
almost five hours the mobile phone daily this is not a due to a clear addiction (the SAS-SV score was 
low) but to the alternative facilities offer by the mobile applications. The questions for the further 
research are: what will happen with our social space if people trend to reduce with almost five hours 
their offline availability? What will happen with the nowadays teenagers when they become adults?
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Abstract: This research analyses the co-movements between sovereign debt markets, and the stock mar-
kets of Germany, Portugal, and Greece, in the period 2009:10 – 2015:07. It aims to provide answers to two 
questions, namely, whether: i) Was there contagion between bond markets and the Eurozone stock mar-
kets? ii) Did the financial sector show contagion? The study used GARCH-DCC econometric models, with 
the purpose of estimating the dynamic correlation between the markets, using daily data of 10-year OT 
yields for Greece and Portugal, as well as price indices for Portugal (PSI-20, PSI Financial), and Germany 
(DAX-30 and DAX Financial). In addition, we also evaluate the variation of the correlation in each of the 
identified crisis periods against a reference period (pre-crisis). The results suggest contagion from the 
Greek sovereign debt market to the Portuguese and German stock markets. We found that the Portuguese 
debt market influenced the German stock market, in a market and financial sector context. In conclusion, 
it is assumed that the results reveal some understanding of the behaviour of investors under extreme mar-
ket conditions and contribute to the understanding of the connection between sovereign risk and financial 
sector risk by market agents, including regulators and policy-makers, who seek to ensure the stability of 
the international financial system, of which the stock markets are a part of.

Keywords: Financial contagion, Stock market, Euro sovereign debt crisis, GARCH-DCC.

1 . INTRODUCTION

This study aims to investigate the possible occurrence of contagion during the European sovereign 
debt crisis in the stock markets of some Euro Zone (EA) countries and, in particular, the shares 

of companies in the financial sector, attempting to determine whether the contagion to this specific 
sector, was in any case more significant than the potential contagion in the stock market as a whole. 

The creation of the EA has further increased financial integration among the countries par-
ticipating in the Monetary Union (MU), therefore contributing to increased financial stability 
through the creation of larger, more liquid and competitive markets, which offer greater possi-
bilities of risk diversification and lower transaction costs, which ultimately have a positive im-
pact on each country’s economic growth potential. However, in a scenario such as the sovereign 
debt crisis, stronger financial integration results in higher risks/costs, not only for the countries 
directly affected but, apparently, for all others. This situation is caused by the potential existence 
of contagion effects between the various markets of the various countries, which cause shocks 
specific to some specific countries to spread throughout the EA (Gonzalez-Paramo 2011).
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This research has two main goals. The first is to investigate the existence of contagion from one 
country’s bond market to another country’s bond market in the context of the sovereign debt cri-
sis. The second purpose is to check the occurrence of contagion, specifically among the shares 
of the companies that make up the financial sector, in order to determine whether the contagion 
effect to this specific sector is higher than that verified in the stock market as a whole. This study 
also makes it possible to evaluate whether the impact of the debt crisis on equity markets is vari-
able according to the sovereign risk of the country of the market itself, considering that the equity 
markets of countries with different risk classes, namely Portugal and Germany, are analyzed.

The results suggest the existence of contagion from the Greek sovereign debt market to the 
stock markets of Portugal and Germany, both for the stock market as a whole and more specifi-
cally for the stocks of the companies that make up the financial sector, in most of the periods of 
crisis identified. There also has been evidence of contagion to the German stock market from 
the Portuguese sovereign debt market, although on a smaller scale than in the case of Greek 
sovereign debt. The hypothesis that there is a higher contagion effect on the stocks of financial 
sector companies than on the stock market as a whole is not supported by the results obtained 
in any of the analyses.

This study aims to contribute to the literature essentially in two aspects. Firstly, it analyses the 
existence of contagion between markets of different asset classes, not in the same country, but 
in different countries of the EA, focusing on contagion in stock markets. This analysis is made 
in a context of the sovereign debt crisis, combining the GARCH-DCC methodology with the 
identification of several periods of crisis in the sovereign debt securities market. Secondly, it 
explores the relationship between sovereign risk and financial sector risk in the EA, through 
a study of contagion specific to this sector, seeking to determine whether the market value of 
companies belonging to the financial sector were strongly affected in comparison to the rest of 
the market as a whole. 

In terms of structure, this paper is organised into 5 sections. In Section 2 we present a review of 
the literature on contagion in financial markets. Section 3 describes the methodology. Section 4 
contains the data and results. Section 5 sets out the conclusion.

2 . LITERATURE REVIEW

The sovereign debt crisis in the EA has motivated several studies related to the topic of financial 
contagion among the various UM countries, with special focus on the contagion of Greece to 
other countries. For obvious reasons, one of the most debated aspects in the literature has been 
the contagion between sovereign debt markets during this period. In addition, the existence of 
studies that prove the occurrence of contagion in the sovereign debt markets of the EA coun-
tries, supports in some aspects the possibility of the transmission of shocks also to the stock 
markets (Alexakis and Pappas, 2018; Finta, Frijns, and Tourani-Rad, 2019; Antonakakis, Gab-
auer, and Gupta, 2019; Golab and Zamojska, 2019; Pentecost et al., 2019).

Tola and Wälti (2015) and Gómez-Puig and Sosvilla-Rivero (2016) have demonstrated the ex-
istence of contagion in sovereign debt markets during the sovereign debt crisis. Tola and Wälti 
(2015) test the existence of contagion in the sovereign debt markets of nine SAP countries 
during the sovereign debt crisis. The authors demonstrate the occurrence of contagion on a 
large scale between the bond markets of the countries analysed during the sovereign debt crisis, 
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with around three quarters of the country-specific shocks resulting in contagion to other UM 
countries. Nevertheless, asymmetric contagion was also detected in some cases, a situation that 
occurs when the shock felt in the debt market of a given country causes a movement contrary to 
the OT yield of some other country, namely, phenomena of „flight to quality”. Gómez-Puig and 
Sosvilla-Rivero (2016) indicate the existence of contagion during the initial phase of the euro 
crisis, namely from the Greek sovereign debt market to the sovereign debt markets of Portugal, 
Spain, Italy and Belgium, but not to the sovereign debt markets of Austria and the Netherlands.

More recently, Anastasopoulos (2018), Finta, Frijns, and Tourani-Rad (2019), Antonakakis, Gab-
auer, and Gupta (2019) and Pentecost et al. (2019) examined the effects of contagion between 
European and non-European markets in the context of the sovereign debt crisis. Anastasopou-
los (2018) shows that the contagion effects of the Greek debt crisis were not persistent, while 
the effects of the depreciation of the yuan were. Finta, Frijns, and Tourani-Rad (2019) suggest 
the existence of two-way contagion between the stock markets. However, there is asymmetry 
and time variation in contagion, namely, the shocks from Germany to peripheral stock markets 
are larger than the opposite. Antonakakis, Gabauer, and Gupta (2019) suggest that Greek eco-
nomic policy uncertainty is influencing European economic policy uncertainty approximately 
throughout the analysis period. Finally, the analysis of the response to shocks, suggests that 
the persistence of monetary policy shocks varies over time and has increased after the global 
financial crisis of 2007-2009. This magnifying effect partly explains the longer-term recovery 
of the European economy. Pentecost et al. (2019) found a different pattern of contagion coming 
from Ireland and compared with other markets such as Greece, Italy, Portugal and Spain. They 
examined the factors that made countries vulnerable to contagion and showed that financial 
factors are more important than those from trade.

3 . METHODOLOGY

In this study, the first step in econometric analysis is to evaluate the time series stationarity. 
This analysis becomes essential since such characteristics are fundamental for the data gen-
erator process modelling (Lütkepohl and Krätzig 2004). The Augmented Dickey-Fuller test 
(Dickey and Fuller 1981) postulates that the null hypothesis is non-stationary or integrated of 
order d (d > 0), I (1), against the alternative hypothesis of stationarity (Said and Dickey 1984). 
To validate the ADF test, we use the KPSS test (Kwiatkowski et al. 1992), where the hypotheses 
presented are contrary to the ADF test, i.e. H_0 postulates that the series is I (0) against the 
alternative that the series are I (1) (Noman and Rahman 2010).

The methodology used to determine the occurrence of financial contagion from the sovereign 
debt market in Greece to the stock markets in Portugal and Germany, and from the sovereign 
debt market in Portugal to the German stock market, is based on the estimation of the dynamic 
conditional correlation between the changes in OT’s yield and the yields of the stock index, 
using a GARCH-DCC (Generalized Autoregressive Conditional Heteroskedasticity – Dynam-
ic Conditional Correlation) model. Once this correlation is determined, it is analysed how it 
evolves in each of the identified crisis periods (from the sovereign debt market) compared to a 
reference period (pre-crisis).

We consider that this approach is suitable because, in the view of this study, financial contagion 
is associated with the occurrence of excessive co-movements, i.e. to episodes of increased cor-
relation between asset returns, which can therefore be identified.
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The model of dynamic conditional correlation (DCC-GARCH), suggested by Engle (2002) and 
Tse and Tsui (2002), is distinguished from other models, such as the constant conditional corre-
lation proposed by Bollerslev (1990) in that the conditional correlation matrix changes over time.

In the DCC-GARCH model, the conditional covariance matrix is written as follows:

 (1)

Where:

 (2)

 (3)

 (4)

4 . DATA AND RESULTS

4 .1 . Data 

The data used in this study to evaluate the occurrence of contagion from the sovereign debt 
markets of Greece and Portugal to the stock markets of the selected countries were extracted 
from the Thomson Reuters platform. For the sovereign debt markets, implicit interest rates, 
Treasury Bond yields (OT’s) with 10-year maturity in Greece and Portugal are used.

To analyse possible contagion to the stock markets of Germany and Portugal, the reference indi-
ces for Germany and Portugal (DAX-30 and PSI-20) are taken into account. The DAX and PSI 
Financial indices are used to study the contagion specific to the shares of companies belonging 
to the German and Portuguese financial sectors, respectively, as they reflect exclusively the 
market value of companies in this sector (banks, insurance companies and various financial ser-
vices) in these two countries. These data are of daily frequency and refer to the period between 
October 1, 2009 and July 13, 2015.

4 .2 . Results

This study was conducted with the objective of ascertaining the existence of contagion from 
the Greek sovereign debt market to the stock markets of Portugal and Germany, and from the 
Portuguese sovereign debt market to the German stock market, in the period between 1 October 
2009 and 13 July 2015, namely to the stocks of the companies belonging to the financial sector, 
with the objective of determining whether the contagion effect to this specific sector was in any 
way stronger than that verified in the stock market as a whole. 

The results suggest the existence of contagion from the sovereign debt market in Greece to the Portu-
guese stock market as a whole, since most of the periods of crisis identified in the Greek debt market 
gave rise to episodes of contagion to Portuguese shares (73%). It was also ascertained, specifically, 
the existence of contagion from the Greek sovereign debt market to the shares of the companies 
that make up the financial sector of the Portuguese stock market, since most of the periods of crisis 
identified in the Greek debt market resulted in contagion episodes to these listed companies (80%).
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However, considering that the number of contagion episodes in each of the analyses was very 
close, and the fact that the average decrease in the correlation (between OT yield changes and 
equity index yields) in these same episodes, relative to the reference periods, was slightly high-
er in the analysis of contagion to the whole stock market, it was not concluded that there was 
a higher contagion effect than those listed in the financial sector compared to the Portuguese 
stock market as a whole. In addition, the analysis suggests that the turbulent period associated 
with the 1st international bailout of Greece (May 2010) and, more recently, the stalemate peri-
od preceding the principle of agreement leading to the 3rd Greek bailout (June/July 2015) have 
caused apprehension among investors.

There was also evidence of contagion from the Greek sovereign debt market to the German 
stock market as a whole, as most of the periods of crisis identified in the Greek debt market 
resulted in episodes of contagion to German stocks (80%). It was also found that contagion 
from the Greek sovereign debt market to the stocks of the companies that make up the financial 
sector of the German market, as most of the periods of crisis identified in the Greek debt market 
led to episodes of contagion to these listed companies (73%). However, the results obtained do 
not support the existence of a stronger contagion effect on the shares of the financial sector in 
relation to the entire German stock market, given that both the number of contagion episodes 
ascertained and the average decrease in the correlation (between the changes in the OT’s yield 
and the yields of the stock index) verified in these same episodes, in comparison to the reference 
periods, were higher in the analysis involving the entire German stock market.

In addition, as in the analysis of contagion of Greek debt to the Portuguese stock market, the 
research indicates that the 1st international bailout of Greece (May 2010) and the negotiations 
that led to the principle of agreement of the 3rd Greek bailout (June/July 2015) were the events 
in which there was a greater transmission of negative investor sentiment to German shares. It 
should also be noted that, in the case of the latter event, this transmission seems to have penal-
ized most German stocks more than those listed in the financial sector. 

The results suggest that investors do not seem to have made a distinction between the stock 
markets of Portugal and Germany according to the sovereign risk of each of the countries, and 
they have been affected in the same way in most of the periods of crisis identified in the Greek 
debt market, since they present a very similar number of contagion episodes.

The analysis involving the Portuguese sovereign debt market and the German stock market as 
a whole, also revealed contagion from the first to the second, as most of the periods of crisis 
identified in the Portuguese sovereign debt market, caused episodes of contagion to German 
shares (60%). Similarly, the existence of contagion in the Portuguese sovereign debt market was 
specifically found to exist in the stocks of the companies belonging to the financial sector of the 
German Stock Exchange, considering that half of the periods of crisis identified in the Portu-
guese debt market caused contagion episodes to these listed companies (50%). 

However, given that the number of contagion episodes was higher in the analysis of contagion 
to the entire German stock market, and given that the average decrease in the correlation (be-
tween OT yield changes and stock index yields) in these same episodes, relative to the reference 
periods, was quite close in both analyses, the existence of a contagion effect higher than those 
listed in the financial sector relative to the German stock market as a whole was not determined.
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The analysis of contagion from the Greek and Portuguese sovereign debt markets to the German 
stock market indicates that the latter was more contagious to the evolution of the price of Greek 
sovereign debt securities than to the Portuguese, since both the (absolute) number of contagion 
episodes ascertained and the proportion of these to the total of crisis periods identified in each of 
these sovereign debt markets were higher in the analysis involving the Greek debt market. This is 
not surprising given that the Greek sovereign debt crisis has been more serious and more difficult 
to resolve than the other crises experienced by other euro area countries since 2010, namely the 
Portuguese and Irish ones, which presupposes a more significant contagion effect from the Greek 
debt market to the markets of the other euro countries. These results are in line with the evidence 
suggested by Beirne and Fratzscher (2013), Kenourgios (2014), Finta, Frijns, and Tourani-Rad 
(2019), Pentecost et al. (2019) which show contagion from the sovereign debt crisis.

5. CONCLUSION

In conclusion and based on the outcome of this investigation, we can notice the existence of con-
tagion from the Greek sovereign debt market to the Portuguese and German stock markets and 
also, although on a smaller scale, from the Portuguese sovereign debt market to the German stock 
market, both to the market as a whole and specifically to companies listed in the financial sector. 
However, contrary to our expectations, in none of the cases analysed was solid evidence obtained 
that would determine the existence of a contagion effect greater than the shares of the companies 
comprising the financial sector, in relation to that verified in the stock market as a whole. 

Considering the existence of contagion effects among the various countries of the EA, both 
between bond markets and between bond markets and shareholders, as this study demonstrates, 
when an UM country is affected by a crisis it puts at risk the financial stability of the others. 
Therefore, in an economic policy level, and in a scenario of imminent crisis, it is considered to 
be of extreme importance the immediate action of the Government of the affected country to 
obtain agreements with the international authorities that make it possible to contain and reduce 
the contagion to other countries, namely through economic and financial assistance programs. 
In addition, it is understood that the European institutions, together with the increasing financial 
integration among countries, will be expected to implement more and better trans-European 
control mechanisms that are effective and that make it possible to detect and resolve, in a timely 
manner, situations of imbalance, structural or conjunctural. This is important since requests 
for external assistance, on their own, will not solve the situation in the medium/long term, as 
exemplified by the three Greek bailouts in recent years.
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Abstract: Credit agreements are regarded as adhesion contracts, containing clauses to which the customer 
is obliged to accept, which can easily be defined as abusive. Because of their unpredicted and onerous effects, 
it was legally established the unpredictability in the adhesion contracts, which justified the intervention of the 
courts of instances to review or to adapt the contract according to the exceptional circumstances’ changes.
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1 . INTRODUCTION . PRELIMINARY ISSUES CONCERNING  
THE LIMITATION OF COMPULSORY CONTRACT FORCE .  
THE CIRCUMSTANCE IN CREDIT AGREEMENTS .  
CONTEXT OF THE NECESSITY OF OCCURRENCE OF LAW NO . 77/2016 .  
CASE LAW AND RELEVANT DOCTRINE 

The Romanian legislator, taking into account the evolution of the economic-social situation 
at the level of the Romanian society and the way in which credit agreements between finan-

cial institutions – banking and consumers have been conducted/executed, provided by article 
1271 of the new Civil Code an exception to the principle of binding force of the contract. In 
this category can be included the credit agreements. Under that latter point, it should be noted 
that, on the role of the courts, many cases have been judged to establish unfair clauses in credit 
agreements. Of course, we are referring to the adhesion contracts, the unfair terms of which 
have been found to be 80% of the courts in the light of legal provisions on consumer protection.

Unfair terms have been established by the courts by a relevant case-law relating to consumer 
protection.

The historical context was underlined in all judgments handed down by the Romanian courts, by the 
emergence of the unpredictability in the adhesion contracts, which justified the court’s intervention 
to revise/adapt/terminate the contract in the light of the exceptional changes in the circumstances.

For example, the civil Decision No. 2886 of 5th of September 2017, delivered by the Bucharest 
Court of Instance – Civil Section VI, in the case no. 13675/300/2016. It is highlighted the histori-
cal course of the foreign currency as an exceptional circumstance affecting the performance of the 
contract in such a way that it has become burdensome for consumers, banks ‚ customers.
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Decision on the currency risk clause, in the meaning of „The accelerated increase in the value of 
the Swiss franc in relation to the national currency, as well as the expenditure generated by the 
currency exchange mechanism in lei in Swiss francs and Swiss francs in Lei, the lack of Swiss 
francs from foreign exchange offices for a long time, the differences between the course of the 
bank and the foreign exchange offices, namely the course set by BNR, the differences between 
the sales and purchase rates led to the continuous increase in the cost of contracts, producing a 
major imbalance of the reciprocal benefits of the parties, to the detriment of the borrows, with 
the effect of obtaining benefits by the borrowing bank, without consideration from it. The bank 
stipulated in the contract concluded with the complainant, their obligation to bear exclusively 
foreign exchange differences, without limiting in any way the scope of that obligation, so that 
in the situation of doubling the value of the Swiss franc in relation to the national currency the 
credit agreements concluded between the parties acquire a random character, which leads to a 
breach of the criterion of equivalence of benefits. The currency risk clause provided solely to 
consumers distorts the binding legal report by excessively hinting the consumer’s situation and 
at the same time conferring a manifestly disproportionate economic advantage on the bank, 
which gains unfair gain to the detriment of consumers, contrary to the principles of fairness and 
good faith, which must govern contractual relations. The Financier, in his professional capacity 
as a banking system, with a vast portfolio of loans in Swiss francs, both directly in Romania and 
through the parent bank in Hungary, he met or had to know the studies and specialist reports 
from the period 2005-2007, prior to granting the loan, made by specialists of the Swiss National 
Bank – SNB (a. Ranaldo, P. Soderlind, Safe Haven Currencies, SNB Working Paper, 14 Sep-
tember 2007, P. 2; Quarterly report of the Swiss National Bank on the 3/2007 quarter of Septem-
ber 2007, pp. 32-33) and specialists of the National Bank of Romania (Florian Neagu, Angela 
Margărit, risks to financial stability in Romania generated by the population sector, BNR, study 
notebooks, August 2005, p. 10; The Financial Stability Report for the year 2006 by B.N.R. in the 
year 2007, p. 33), which showed that the Swiss franc is a currency with the highest properties of 
refuge, recording significant assessments during the crisis episodes, 20 in number, from 1993-
2006, and that the risks of exchange rates are fully transferred to uncoated debtors, consumers 
who do not earn income in Swiss francs. The National Bank of Romania has warned all banks 
over time (see, to this effect, the retrospective study of B.N.R. in February 2015 entitled Credit 
Analysis in Swiss francs, p. 29) about the risks of lending, especially in exotic currencies such 
as the Swiss franc, the currency of a country with which Romania has no very extensive eco-
nomic ratios. The quotation of this currency (CHF) is made in Romania through the euro, not 
directly, B.N.R. with no objectives or levers related to the quotation of this coin to the lion. „

In most cases, banks did not notify the customer of the risk of CHF hyper-valorisation, a pre-
dictable phenomenon for the financial experts operating within them, given that CHF is an 
unstable currency and at the time Conclusion of the Contract – 2007 – 2008-This was at a his-
torical minimum.

By the emergence of this phenomenon, the effects of the legal act came to be other than those 
which the parties understood to establish, which prompted with necessity the revision of the 
effects of the contract under the theory of unpredictability, which with the entry into Force of 
the new Civil code benefits from a general regulatory regulation constituting a legislative trans-
position of the solutions outlined in practice.

In this situation, the courts in most of the case have appreciated that it is necessary to revise 
the effects of the contract by stabilising the currency exchange rate and the denomination of the 
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payment, given that the change in economic conditions has been unpredictable, with consumers 
having no specialised knowledge in the financial-banking field allowing them to anticipate a 
manifest devaluation of the Leu versus CHF. In the same context, it was held that the revision/
adaptation/termination of the effects of the contract corresponds to the agreement of the parties’ 
will, since the CHF hyper-valorisation hijacks the contract from the purpose for which it was 
concluded whose execution no longer corresponds to the parties’ concordant will.

The context presented set up this legal operation of the revision/correction/termination of unfair 
terms in credit agreements with a view to ensuring the parties under the right imposed on a fair 
trial, the prompt rescue of the contract being. Thus, it follows that the ‚intervention of the court’ 
in such disputes is impetuous necessary in establishing the contractual balance with the corre-
lation of the principle of good faith and fairness. These aspects were stated by the courts vested 
in the judgment of the actions initiated under Law No. 77/2016, for example, Decision No. 1143 
of 13th of December 2017 delivered by the Dolj County Court of Instance – Civil Section. In 
other cases, without listing them, the courts have summarised to examine only the conditions of 
admissibility laid down in article 4 of the law.

The courts have extensively motivated the phenomenon of foreign currency in the context of the 
crisis – economic in the case of finding unfair terms in credit agreements, for example, Decision 
No. 723 of 12th of December 2017 pronounced by the Buzău County Court of Instance – Civil, 
administrative and fiscal Section II, Decision No. 2886 of 5th of September 2017 delivered by 
the Bucharest Court of Instance – Civil Section VI, decision No. 799 of 11th of December 2017 
delivered by the Dolj County Court of Instance – Civil Section II, etc.

In addition to those shown above, it is necessary to mention some arguments in the explanatory 
memorandum to the drafting of the payment law, namely:

„Restoring the contractual balance means that, in the situation of a „contract crisis”, the parties 
share the risk. In the context of the enforcement procedure, the good, which has come to a much 
lower value than the original value, will only partially cover the claim, and the debtor who does 
not hold another good pursuable, obviously, will not be able to pay the remaining uncovered 
credit difference. The creditor, who would receive in payment the good executed, could mark 
lost with Celerity and at a lower cost. Therefore, a solutum saves both the debtor’s situation (ex-
cept for unlimited liability, receiving the chance of a new beginning) and the cash-flow-of the 
Creditor (which will no longer have to constitute provisions and incur legal costs). The debtor 
will thus share the risk of declining property value with the creditor. „

Basically, the purpose of the law is a fair solution for both the debtor and the creditor in the 
context of restoring the contractual balance in the situation of an economic crisis of the contract, 
by dividing the risk of the contract.

Thus, the legislature provided for in the new Civil Code circumstanced in article 1271, as an 
exception to the binding effect of the contracts, established on the basis of the pacta sunt serv-
anda principle.

We will no longer analyse the pacta sunt servanda principle, considering the fact that this theme 
has formed the subject of many debates, the theme of numerous articles, and the jurisprudence 
is rich and complex.
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Therefore, where there is an event/phenomenon not envisaged by the Contracting Parties at the 
time of the conclusion of the contract, which significantly affects the contractual balance, so 
that it becomes very burked for one of the parties, we are in the hypothesis of the unpredictable 
or hardship; this clause is known in the doctrine under two forms, namely hardship, in English 
and clause d’imprevision, which originates from the French language. The concept of hardship 
is a creation of the Anglo-Saxon practice, its use by the parties integrating itself into the domi-
nant tendency to ensure the stability of foreign trade contracts, by promoting legal mechanisms 
capable of adapting them to the dynamic market conjuncture.

In support of the theory of the unpredictability were invoked as arguments of the rebus sic stan-
dibus clause, latin expression used to name the clause that whenever unpredictable events of a 
kind change the contractual conditions, the existing situation will be maintained at the time of 
the conclusion of the Convention.

2 . DECISION NO . 623/2016 OF THE CONSTITUTIONAL COURT  
AND ITS IMPACT OVER THE JUDGMENT OF THE CASES BASED  
ON THE PROVISIONS OF LAW NO . 77/2016

Constitutional Court, by Decision No. 623 of 25th of October 2016, published in the Official 
Gazette of Romania, part I, No. 53 of 18th of January 2017, found that the phrase “as well as the 
devaluation of immovable property “ in art. 11 first sentence of Law No. 77/2016 is unconstitu-
tional and the provisions of art. 11 thesis first reported to art. 3 second thesis, art. 4, 7 and 8 of 
the Law No. 77/2016 are constitutional in so far as the court verifies the conditions relating to 
the existence of the circumstance.

As a result, in addition, the judicial practice of court courts now finds the existence of an un-
predictability in the cases of finding abusive clauses in credit agreements, contrary to what is 
envisaged in the interpretation of the Constitutional Court.

Article 11 of the Law on Payment provides as follows: ‚”In order to balance the risks arising 
from the credit agreement, as well as the devaluation of immovable property, this law applies 
both to credit agreements which are in progress at the time of its entry into force and to con-
tracts concluded after that date.”

In other words, the provisions of article 11 concerning the retroactive application of the law, i.e. 
contracts in progress, are considered to be constitutional, except for the phrase „as well as the 
devaluation of immovable property”, which has to be eliminated.

For example, in the file No. 2195/215/2016, the Dolj County Court of Instance – Civil Division 
II, pronounced the decision No. 965 of 7th of November 2017 gave the debtors a profit, stipu-
lating that:” debtors shall notify the Bank of the extinguishing of debts and not the transfer of 
ownership at a later date, according to articles 7 and 8 of the law and as the Court observes the 
requirements of the unpredictability, the court retains that the notification made by the corre-
sponds to the meaning of Law no. 77/2016 and tends to lead to the execution, completion of the 
contract in this special form governed by the legislature by law no. 77/2016, the liabilities of the 
contract being extinguished”. The conclusion of the Translative property contract, respectively 
from the date of the final judgment, according to the provisions of art. 8 or, where applicable, of 
art. 9, any debtor’s debt to the creditor will be extinguished, the latter unable to claim additional 
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sums of money. The provisions of this article shall also benefit from the co-debtor or the other 
who has guaranteed the obligation of the principal debtor. 

This judgment is lawful and thorough, given precisely in accordance with the provisions of Law 
No. 77/2016 since the Court of Justice had envisaged the fluctuation of the currency in which 
the credit agreement was concluded but also that, examined another objective element of the 
unpredictability, namely the devaluation of the value of the apartment brought as collateral for 
the execution of the credit agreement, is a criterion which in conjunction with the principle of 
fairness, as part of the unpredictable theory as set up under the old Civil code regime, leads to 
the generation of imbalance of benefits resulting from the contract of Credit, all the more so as 
the credit agreement was concluded for the purchase of a dwelling property.

So the Court concludes that “the law of payment shall also apply where, at the time of the occur-
rence of the normative act, the immovable property has already been executed in the enforce-
ment proceedings and the creditor continues to execute as a result of the flow not fully covered, 
as is the case in the present case. As long as art. 8 para. 5 enshrines the right of the debtor to be 
enforced to request the Court to determine the termination of liabilities in the contract, without 
distinguishing the form of enforced enforcement which continues against the debtor, the cred-
itor’s objection to the debtor’s notification of the provisions of the Law no. 77/2016 cannot be 
accepted exclusively for the inexistence of the immovable property in the debtors’ patrimony, 
while they seek to extinguish the remaining debts after the award Foreclosure, Enforcement 
continues for the difference resulting from the performance of the guarantee. “

In the file no. 23385/215/2016, the Dolj County Court of Instance – Civil Division II has given 
the debtors a profit, by rejecting the call made by the bank, in the recitals of the decision, among 
other things, they analysed alongside the evolution of the currency rate, the debtor’s financial 
situation, noting from the probate administered that it is unable to pay the flow due to a signif-
icant reduction in revenues. However, as the court of First Instance has analysed the fulfilment 
of the conditions of the unpredictability by reference to all the circumstances and circumstances 
of the case, it cannot be held that the court has issued an unlawful and non-legislative sentence. 

In this case, the first court examined the circumstance in the light of the decision of the Con-
stitutional Court No. 623/2016. As regards the Analysis of the Fulfilment of the Conditions of 
the unpredictable, the court found their meeting and, in a subsectional manner, the unfounded 
nature of the creditor’s appeal, having regard to the following: The credit agreement was con-
cluded on 08.07.2008, when the euro value was 3.6102 lei, while, at the time of the wording of 
the notification, 21.07.2016, the euro value was 4.5411 lei. The statistical data in question are 
public and are considering the BNR course (and can be accessed on the website www.bnro.ro).

The Court appreciated that an increase in the course of the national currency-foreign currency 
in which credit was granted, between the date of conclusion of the credit agreement and the date 
of the wording of the notification, such as the one in the case, exceeds the limits of resonance 
and passes within the sphere of excessive oncoming, being in the realm of an over-added risk. 
However, a regular, objective and reasonable consumer of a prudent and diligent man has not 
assumed a currency fluctuation such as that in the case. The variation in the foreign currency 
in which the credit was granted-national currency is an external circumstance, independent of 
the will of the parties which could not reasonably be foreseen at the time of the conclusion of 
the credit agreement. At the same time, it did not result in any probatory evidence from which 
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the consumer debtors assumed a fluctuation exceeding the limits of resonance, passing within 
the sphere of excessive oncoming. Moreover, the contract did not expressly specify that the 
consumer debtor assumes the currency risk irrespective of the currency fluctuations which may 
arise during the performance of the contract between that foreign currency and the national 
currency. The materialization of the currency risk characteristic of the unpredictable question 
only at the time of a significant, exceptional overhaul of the limits of variation of the foreseeable 
course at the time of the conclusion of the contract, either as a sudden effect of a currency shock 
or as a cumulative effect of a continuous depreciation, and provided that this overhaul would 
transform the obligation to repay the loan in an excessively onerous way for the debtor. 

Such a currency fluctuation, capable of transforming the obligation to repay the loan in an ex-
cessively onerous debtor for the borrower, existed in the present case.

Therefore, it was obvious that the debtors were unable to pay off the rates, arriving in the situ-
ation of being executed on the property of the mortgage Guardhouse, the building on which a 
mortgage of rank II was awarded.

It has also been pointed out that the incidence of the principle of monetary nominalism in for-
eign currency credit agreements does not constitute a barrier to the application of the mecha-
nism of the unpredictability, if the conditions of its incidence are met, a matter retained by the 
Constitutional Court Decision No. 62/2017.

The specifics of foreign currency credit agreements imply that the materialisation of the cur-
rency risk does not affect the intrinsic value of the foreign currency in which the credit is de-
nominated, but the amount of the financial effort to be allocated to the debtor for procurement 
of resources necessary for reimbursement.

Therefore, the materialisation of the currency risk comes into question at the time of exceeding 
the limits of the foreseeable course fluctuations at the time of conclusion of the contract, irre-
spective of whether such overtake is the sudden effect of a currency shock or the cumulative 
effect of continuous depreciation. The fluctuation of the exchange rate must not be irreversible, 
but must have a correspondent in serious damage to the consumer’s obligation, and in this case, 
there is such an effect.

3 . CONCLUSION

In resolving the justified cases – and not only but also those which have as their object the find-
ing of unfair terms in credit agreements – the courts are obliged to consider the Constitutional 
Court Decision no. 623/2016, namely the fulfilment of the conditions of the unpredictability as 
follows:

• under the binding force of the previous Civil Code, both the doctrine and the judicial 
practice acknowledged the possibility of applying the theory of unpredictability where 
an exceptional and outward event of the will of the parties which could not reasonably be 
foreseen by them at the time of the conclusion of the contract would render the debtor’s 
obligation excessively onerous. Under the Civil Code regime of 1864, the theory of un-
predictability was based on the provisions of art. 970 stipulations: „Conventions must be 
executed in good faith. They oblige not only to what is expressly in themselves, but to all 
the consequences, what equity, habit or law gives the obligation to its nature. „ So, even 
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if it was not enshrined in Terminis, from a normative point of view, the circumstance re-
sulted from the very regulation of the relative principle of contracts, which is justified by 
the elements of good faith and fairness that characterizes the execution of contracts. The 
conditions for the application of the unpredictable were made in the case-law and largely 
taken over in the current Civil Code, in a roughly identical form. (art. 1271);

• the theory of the unpredictability, based on the two principles (the mandatory power of 
law/force that the contract has for the Contracting Parties, on the one hand, and good 
faith in its execution, on the other hand), attenuates the binding nature of the contract, in 
so far as, during the period of its execution, an unpredictable situation arises, but none 
of the contracting Parties abdicate from its obligations under the good-faith perfor-
mance of the contract. Therefore, fairness, along with good faith, provides a foundation 
of the unpredictable, starting from the relationship between them. 
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Abstract: Money laundering is one of the most significant risks that threaten the financial systems at 
national and international level. Efforts to curb this phenomenon have a history of about thirty years 
and have undergone major developments. In condition of expanding of the globalization into various 
spheres of economic and social life and the rapid pace of entering of the technology, the dynamics in the 
development of the anti-money laundering policies reflects the need for greater protection of countries’ 
financial systems against the entry of criminally acquired funds and for better risk management. This 
presentation traces the updating of international standards for combating money laundering in the last 
decade and their upgrading with new measures, which to meet the challenges of nowadays reality. Ob-
jects of analysis are the policies of particular importance for financial institutions, which aim to ensure 
the stability of financial systems. The Standards of the Financial Action Task Force, as well as the 4th and 
5th Directives of the European Union, are considered as main accents of the paper.
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1 . INTRODUCTION

The legalizing of criminal assets is one of the main ways, facilitating the criminal entities 
to continue and to expand their criminal activity. The legalizing of such funds gives also 

advantage to criminal groups to entry the legal economic market, jeopardizing the existence 
of normal effective competition. Insofar the fair competition is at the heart of the stable mar-
ket economy and creates conditions for development of the productivity and innovations, the 
reduction of competitive participants in the market is a prerequisite for reducing the viability 
of the economy, the sustainability of the social system and for lowering the standard of living 
of civil society. In addition to unfair competition, in a study B. Unger et al.2 accept as possible 
for the economy numerous short-term risks from the money laundering, including distortion of 
the economic performance, the investments, consumption and savings; changes in imports and 
exports, increasing volatility in interest rates and exchange rates, as well as in cash flows. As a 
long-term effect the researchers count expanding the criminal presence in the economy, changes 
in foreign investment, influencing the reliability of the financial sector, etc.

2 . DEVELOPMENT OF LEGISLATION TO COUNTER THE THREATS  
TO THE FINANCIAL SYSTEM OF MONEY LAUNDERING

Peter Lilly (2006) says that “the first key to the world of money laundering is to get a bank 
account or at least get into the banking system.3” The vulnerability of the financial systems to 
1 University of National and World Economy, Student Town, Sofia, Bulgaria
2 Unger B., Rawlings G., Siegel M., Ferwerda J., de Kruijf W., Busuioic M., Wokke K. (2006). The amounts 

and the Effects of Money Laundering, Report to the Dutch Ministry of Finance Utrecht school of Econom-
ics, Utrecht School of Economics, The Netherlands

3 Lilley P., 2006. Dirty dealing. The untold truth about global money laundering, international crime and 
terrorism, Cogan page ltd, UK
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money laundering was identified in the second half of the XX century. Despite that money laun-
dering has been criminalized in the 80s, measures for counteractions of that phenomenon have 
been taken in U.S. a decade earlier. In the 1970, the U.S. Congress passed the Bank Secrecy Act 
(BSA), also known as the Currency and Foreign Transactions Reporting Act. Under the BSA, 
financial institutions are required to assist the government agencies in detecting and preventing 
money laundering. BSA envisages these institutions to submit some kinds of reports as Cur-
rency Transaction Reports (CTR), Suspicious Activity Report (SAR), Foreign Bank Account 
Report (FBAR) etc. for each cash transactions exceeding $10,000 (daily aggregate amount), for 
suspicious activity that might signal criminal activity (e.g. money laundering, tax evasion), to 
keep records of cash purchases of negotiable instruments etc. 

In 1988, the Basel Committee on Banking Supervision also signalized for this threat in its Dec-
laration “To prevent the use of the banking system for the purpose of money laundering”. The 
huge negative effects from money laundering, in particular when the banking systems have been 
involved in such activity, motivated the countries for common answer to this phenomenon. As 
a result of the international efforts, in 1989 a special intergovernmental body – Financial Action 
Task Force (FATF), was created with the aim to develop and implement anti-money laundering 
policies at international level. Next year (1990), FATF presented 40 Recommendations, which 
serve as international standards, outlining the framework for the measures that have to be taken 
at national level 22 of those recommendations are targeted to the financial sector.

The globalization of the world economy by facilitating the cross-border movement of goods and 
capital, as well the development of technology, has also increased the opportunities to transfer 
criminally acquired assets through the national and global financial systems, including for their 
introduction into the formal economy as a legal financial resource. In 1996, the International 
Monetary Fund estimated the flow of globally laundered money between 2% and 5% of world 
Gross Domestic Product. United Nations Office on Drugs and Crime estimates that the total 
amount of criminal proceeds generated in 2009, excluding those derived from tax evasion, may 
have been approximately $2.1 trillion, or 3.6 per cent of GDP in that year (2.3 to 5.5 percent)4. 
According to the report, of that total, the proceeds of transnational organized crime may have 
amounted to 1.5 per cent of global GDP, and 70 per cent of those proceeds are likely to have been 
laundered through the financial system. These new threats and the scale of profits from national 
and transnational organized crime, forced the revision of the existing FATF standards, which 
was made in 2012. For their updating, Giancarlo Del Bufalo, the President of FATF, points out 
that the revised Recommendations include requirements for stronger safeguards in the financial 
sector, strengthened law enforcement tools and improved international cooperation.5 

Some of the main changes of the FATF Recommendations in the area of the protection of the 
financial system are related to:

• an enhanced risk-based approach, which enables countries and the private sector to 
apply their resources more efficiently by focusing on higher risk areas; 

• improved transparency to make it harder for criminals and terrorists to conceal their 
identities or hide their assets behind legal persons and arrangements;

• stronger requirements when dealing with politically exposed persons (PEPs) etc.

4 UNODC report: Estimating illicit financial flows resulting from drug trafficking and other transnational 
organized crimes

5 FATF. FATF steps up the fight against money laundering and terrorist financing, FATF Recommendations 
2012, Press Handout, Paris, 16 February 2012
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The revised standards are also at the heart of the measures taken by the European Union to update 
Community legislation, both in the area of prevention and prosecution of money laundering. At 
that moment, regulative measures for protection of financial systems are envisaged in some EU 
acts, but those measures are no longer comprehensive enough to respond to the current threats. In 
April 2015, the European Commission (EC) presented through a Communication to the European 
Parliament, the Council of the EU, the European Economic and Social Committee and the Com-
mittee of the Regions its European Security Plan. In that document, place among the other threats 
to the security (terrorism, cybercrime etc.) is assigned to the organized crime networks, operating 
at the territory of the Union, and their main purpose – the profit. Considering that international 
criminal networks use legal business structures to conceal their source of criminal profits, the at-
tention in the plan is drawn to the need to take actions against infiltration of the organized crime 
into the legitimate economy. Appropriate in this line measures the Commission proposed through 
new legislative suggestions, part of which – the Fourth anti-money laundering package.

3. ACCENTS IN DIRECTIVE (EU) 2015/849

Significant step to make the EU’s anti-money laundering efforts more effective is the adopted 
in May 2015 Fourth anti-money laundering package (Directive (EU) 2015/849 and Regulation 
(EU) 2015/8476). Compared to the existing at that moment Community regulation, the 4th Di-
rective introduces serious measures for the security of financial systems. Some of the main 
initiatives include:

• Establishing of national registers of beneficial owners, the information in which will 
be made available to national authorities and obliged entities. The measure is provided 
to facilitate the identification of any natural person who exercises ownership or control 
over a legal entity. In order to ensure effective transparency, the widest possible range 
of legal entities, established or created by any other mechanism within the territory of 
the member states, have to be covered.

• Introducing an obligation for Member States to assess regularly the national risk of 
money laundering (and supranational by the EU Commission). The results of the nation-
al risk assessments require to be made available to the obligated entities in appropriate 
way and in a timely manner, so that they can identify, understand, manage and mitigate 
their own risks.

• Establishing of coherent policy towards third countries with deficits in their regulatory 
regimes to counter money laundering and terrorist financing.

• Enhancing the requirements to the obliged entities (incl. financial institutions) for im-
plementing a comprehensive, risk-based approach, based on objective data in order to 
deal more effectively with the risks of money laundering and terrorist financing. The 
Directive counts that the criminals use the new technologies as new and innovative 
ways for money laundering, so that requires they the later to be taken into account in 
the risk assessment. 

• Increasing the requirements to the obliged entities to perform enhanced due diligence 
to clients, who perform or have performed important public functions in the country or 
abroad, as well as in relation to senior positions in international organizations.

6 Directive (EU) 2015/849 of the European parliament and of the Council of 20 May 2015 on the prevention 
of the use of the financial system for the purposes of money laundering or terrorist financing, amending 
Regulation (EU) No 648/2012 of the European Parliament and of the Council, and repealing Directive 
2005/60/EC of the European Parliament and of the Council and Commission Directive 2006/70/EC// Reg-
ulation (EU) 2015/847 of the European Parliament and of the Council of 20 May 2015 on information 
accompanying transfers of funds and repealing Regulation (EC) No 1781/2006, both OJ L 141, 5.6.2015
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• Clarifying the requirement, relevant to the necessary approval from senior management 
for establishing business relationships.7.

• Introducing requirement competent authorities to provide feedback to obligated entities 
on the usefulness and follow-up of their suspicious transaction reports.

• Reminding to obligated entities to put in place effective systems that allow them to have 
full and timely access, through secure and confidential channels, to information on 
business relationships they maintain or have maintained with certain individuals. The 
Directive encourages Member States to introduce banking registry systems or elec-
tronic data, that would give FIUs access to bank account information, without need for 
judicial authorization where it is applicable.

And before the deadline for transposition of the 4th Directive to be finished, the European Com-
mission made the next major step in countering money laundering at Community level. In Feb-
ruary 2016, the Commission presented an Action Plan to strengthen the fight against terrorist 
financing, envisaging new counter-measures, including to financial systems. According Valdis 
Dombrovskis – vice-president of EC, the legislative proposals aim to improve the oversight of 
the many financial means used by terrorists, from cash and cultural artefacts to virtual curren-
cies and anonymous pre-paid cards, while avoiding unnecessary obstacles to the functioning of 
payments and financial markets for ordinary, law-abiding citizens8.

4. THE NEW DIRECTIVE (EU) 2018/843

In July 2018, Directive 2018/843/ EU9 – the Fifth Anti-Money Laundering Directive, is already 
a fact10. The same year a new Regulation for improving the control of cash imported into and 
exported to and from the EU, as well as a Directive on combating money laundering by criminal 
law were also adopted. The Fifth Directive significantly improves the Community framework in 
the fight against money laundering, extending the scope of the Fourth one in several main areas:

• Increases transparency about beneficial owners of companies. The information con-
tained in the beneficial owner registers is required to be public and the Commission 
have to ensure all national registers to be linked to10th of March 2021. In order to 
ensure legal certainty and a level playing field, Member States are required to notify 
the Commission of the categories, description of the characteristics, names and where 
applicable legal basis for the trusts and similar legal arrangements on their territory. 
Consolidated list of such trusts and similar legal arrangements will be published by 
EC in the Official Journal of the EU in order to facilitate their identification by other 
Member States.

• Includes new groups of obliged entities.
• Expands the scope of the enhanced due diligence to the virtual currency trading plat-

forms and virtual wallet providers, offering greater anonymity in financial transfers. 

7 The Directive envisage that such approval may be granted by persons with sufficient knowledge of the 
institution’s risk exposure to money laundering and terrorist financing and a sufficiently high ranking to 
make decisions concerning that risk exposure

8 Commission presents Action Plan to strengthen the fight against terrorist financing. EU Commission, Press 
release. February 2016.Strasbourg, available at: https://ec.europa.eu/commission/presscorner/detail/en/
IP_16_202

9 Directive (EU) 2018/843 of the European Parliament and of the Council of 30 May 2018 amending Direc-
tive (EU) 2015/849 on the prevention of the use of the financial system for the purposes of money launder-
ing or terrorist financing, and amending Directives 2009/138/EC and 2013/36/EU OJ L 156, 19.6.2018

10 The time for its transposition expired on 10 January 2020.
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The Directive provides harmonized definitions of “virtual currency” and “custodian 
wallet provider”.

• Limits further the anonymity of prepaid cards, reducing the identification threshold 
from €250 to €150.

• Introduces safeguards in relation to financial flows from and to high-risk third coun-
tries. The Commission is empowered to adopt delegated acts in order to identify high-
risk third countries, taking into account different aspects, described in the Directive.

• Requires Member States to put in place centralized automated mechanisms, such as 
central registries or central electronic data retrieval systems, which allow the identifica-
tion, in a timely manner, of any natural or legal persons holding or controlling payment 
accounts, bank accounts (identified by IBAN) and safe-deposit boxes, held by a credit 
institution within their territory. Member States are required to notify the Commission 
of the characteristics of those national mechanisms.

5. NEXT INITIATIVE

Recognizing that the harmonized measures adopted at Community level are not always effec-
tively implemented by the Member States, in the light of the new rules the Commission draws 
attention also to additional measures to strengthen the supervision of financial institutions. 
In 2017, a Proposal11 to amend the Regulation, establishing the European Banking Authority 
(EBA), was made by the Commission with a view to enhance EBA’s role in the supervision of 
the financial sector. Through the amendments, EBA will be the primary supervisory authority 
overseeing compliance with Community law by national supervisory authorities. According to 
the position, approved by the Council of the EU12, it is expected EBA to be entrusted for collect-
ing of information from national competent authorities on weaknesses, identified in the context 
of their activities of preventing or money laundering and financing of terrorism; for improving 
the quality of supervision by drawing up common standards and coordination between national 
supervisors; conducting risk assessments for the competent authorities on their strategies and 
resources to counter the most important emerging threats in the area concerned etc. 

6 . CONCLUSION

The review of the international standards and European legislation shows that the topic of pre-
venting the use of financial systems for money laundering stays active on the agenda of the 
international and European institutions. The changing nature of money laundering threats, fa-
cilitated by a permanent evolution of technology and of the variety of means, using by criminals 

11 Proposal for a Regulation of the European parliament and of the Council amending Regulation (EU) No 
1093/2010 establishing a European Supervisory Authority (European Banking Authority); Regulation 
(EU) No 1094/2010 establishing a European Supervisory Authority (European Insurance and Occupational 
Pensions Authority); Regulation (EU) No 1095/2010 establishing a European Supervisory Authority (Euro-
pean Securities and Markets Authority); Regulation (EU) No 345/2013 on European venture capital funds; 
Regulation (EU) No 346/2013 on European social entrepreneurship funds; Regulation (EU) No 600/2014 
on markets in financial instruments; Regulation (EU) 2015/760 on European long-term investment funds; 
Regulation (EU) 2016/1011 on indices used as benchmarks in financial instruments and financial contracts 
or to measure the performance of investment funds; Regulation (EU) 2017/1129 on the prospectus to be 
published when securities are offered to the public or admitted to trading on a regulated market; and (EU) 
Directive 2015/849 on the prevention of the use of the financial system for the purposes of money-launder-
ing or terrorist financing [doc. 12111/18 – COM(2018) 646 final]

12 Council of EU. Financial supervision: Council presidency and Parliament reach provisional deal on super-
visory framework for European financial institutions, Press release, 21 March 2019 
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for legalizing of their criminal money, requires continuous adaptation of the legal framework in 
order to address efficiently existing risks. 

The revision of the FATF Recommendations and the following-up more extensive and more 
comprehensive legislative and organizational measures, are a clear proof that the efforts to curb 
money laundering are and will continue to be an essential part of the common measures, design 
to guarantee the security of the financial systems and to prevent new threats from arising. 
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Abstract: In the today’s economy that is constantly disrupted and challenged it is important to have 
motivated and engaged employees as they contribute more to the business in terms of productivity, they 
are more committed and create higher customer satisfaction. Unfortunately, many companies fail at 
the very beginning of the journey by not succeeding to onboard employees and get their buy-in for the 
business strategy. The aim of the article is to outline a specific and practical step-by-step framework 
for generating employees’ engagement, not only in executing strategy, but also throughout their active 
participation in creating it – all enriched by illustrative case study.
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1 . INTRODUCTION

One of the major pitfalls of working with business strategies is that they became too com-
plex. Often it is unclear who owns them, how they are related to an employee and thus if 

they can drive employee engagement. However, in the dynamic and complex world that is con-
stantly changing at the pace as never before, it is of critical importance to create, reinforce and 
amplify employee engagement.

The workforce has changed and nowadays business companies are using of advanced tech-
niques and evolving technologies, which urges for having employees with increased technical 
and sophisticated skills who cannot be managed in old autocratic management style i.e. through 
schematism, standardized operation with „hierarchical supremacy and subordination “(Rados-
avljevic & Radosavljevic, 2015, p.218). These employees expect more autonomy and space to 
deliver. Additionally, it is evident that no one has a better insights into what is really happening, 
what is missing or could be improved, from those who are doing the front business, the one 
who are executing business as they are in direct contact with customers and thus have a unique 
opportunity and perspective which enables them to create credible and relevant innovations. 

Stated above already gives good indication why attention of managers is shifting towards em-
ployees’ side of organizations. Specifically, concept of employee engagement, employee com-
mitment and similar terms started to be in a spot light since the last quarter of twentieth century. 
So, although employee engagement is a complex concept it became clear that it is a vital com-
ponent for every organization to thrive in the competitive environment. The need for employee 
engagement is linked to the need of the business to increase efficiency, productivity and to get 
maximum output from efforts. 

This article is an attempt to present a specific approach to business strategy co-creation, which 
is based on few clear conditions for articulating compelling business need to which employees 
can relate and attach to. The presented framework through the illustrative case studies shows 

1 Banca Intesa a.d., PhD student at UNION Nikola Tesla University, Bl. A. Carnojevica 80, Belgrade, Serbia
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that it ensures the answer to very important questions “why?”, that is “why am I doing some-
thing in the organization and how this contributes to the organizational goal?’ Furthermore, it 
enables quantifying and following up on the strategy and projects/initiatives related to it in a 
meaningful, predefined way. Fundamentally, it presents how the focus should shift from broad 
vision and projections based on external environment to what assumptions have been made 
related to internal resources, its utilization and how strategy can be co-created and endorsed by 
those that will execute the business strategy – our employees. 

2 . EMPLOYEE ENGAGEMANT

Employee engagement is not a clear concept and throughout years it evolved. For instance, 
Harter, Schmidt and Hayes (2002) stated that “Employee engagement refers to the individual’s 
involvement and satisfaction with as well as enthusiasm for work” (p. 269). Czarnowsky (2008) 
specified that engaged “employees are mentally and emotionally invested in their work and in 
contributing to their employer’s success” (p. 6). Fleming and Asplund (2007) described em-
ployee engagement as, “the ability to capture the heads, hearts, and souls of your employees to 
instill an intrinsic desire and passion for excellence” (p. 2) and Chartered Institute of Personnel 
and Development ([CIPD], 2010) outlined that it goes above motivation and job satisfaction but 
should be rather seen as a bland of willingness to help colleagues and commitment to organ-
ization. Regardless of the definition used there are many reasons why employee engagement 
has become a management hot topic, top priority in HR agenda and gotten in the spotlight of 
scientific research. 

Firstly, reports show that employees who are invested in their roles are more productive than 
those who are not – engaged employees increase productivity and the companies with high em-
ployee engagement outperformed those with low engagement in many aspects including, prof-
itability, productivity and customer satisfaction (Hanaysha, 2016). This finding is also outlined 
in the research of Gallup conducted in 2012 (https://www.gallup.com/workplace/236927/em-
ployee-engagement-drives-growth.aspx). Indeed, it seems that employees that are engaged in 
their work are at the same time the best people to interact with customers as in various research 
relationship between engaged employees and increased customer loyalty and/or satisfaction was 
confirmed (Haid & Sims, 2009; Gonring, 2008). This finding is very close to everyday logic 
as employees are often the key that makes distinction between positive or negative customer 
experiences i.e. the difference if customer will stay or not. 

Another reason that brought employee engagement to attention of academic and practitioners, 
is that engaged employees are involved and invested in their roles and they are less likely to 
leave their job, their turnover intentions are lower (Wesley & Krishnan, 2013) as well as absen-
teeism rate and safety incidents (https://www.gallup.com/workplace/236927/employee-engage-
ment-drives-growth.aspx). High engagement at work goes hand in hand with enthusiasm, chal-
lenge, and feeling of personal significance (Harpaz and Snir, 2014). Also, as Truss, Alfes, Del-
bridge, Shantz and Soane (2013) found those employees highly engaged in their work are focused 
on, attached to and happy about the work, feel valued, so for them working time passes quickly.

Additionally, employees who are engaged and feel good about their job and contributions to the 
company are more likely to be proud of the company they work for, are happy about the job, so 
could be seen as ambassadors of the company who spared positive word of mouth about the com-
pany to the external world and thus contribute to employer brand equity (Martin & Hetrick, 2006). 
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In summary, engaged employees to their work maximize their potential through performance 
which in return results in supreme performance of company and ultimately profit. As much as 
employee engagement is instrumental for organizational development it is equally important for 
individual development. Based on the above it is of critical importance to create an ambient that 
reinforces and drives employee engagement, as the initiatives of management can thrive and go 
above pure execution only with cordially engaged employees. 

3 . THE MAGNITUDE OF A BIGGER PICTURE

In essence, engagement could be seen as one’s present here and now, focused, and at the same 
time energized existence where people go above and beyond what is expected of them because 
they feel part of a purpose larger than themselves – in a job context it means that the job and link 
achievements to it have a meaning (Kahn, 1990). As research shows engaged employees are en-
gaged because they feel their work matters – it is meaningful (Geldenhuys, Łaba, & Venter, 2014). 
Purpose or meaning set the base for engagement. It is the essential element that makes an engaged 
organization possible and thus represents the preliminary step in creating an engaged culture. As 
Sinek (2019) stated, “...help us imagine a positive, specific, alternative vision of the future, it stirs 
something inside us that makes us want to raise our hand to join up and join in” (p. 39). 

In addition, it is found that the alignment of the strategic vision with employee productivity is a 
key contributor to the success organization (Cato & Gordon, 2009) because such alignment mo-
tivates and inspires employees to be more creative, improve their performance and effectiveness 
(Obdulio, 2014). Thus, a good starting point for engaging employees is clearly and transparently 
articulated strategy, vision where the company is going, how it is going to get there and what 
needs to be done. This gives an organization a unique opportunity to share with its members 
what the organization sees as important, where priorities are, what role it plays in the external 
environment and how each employee can contribute to it (Aaltonen & Ikävalko, 2002; Boswell, 
2006; Dobni, 2010). Once this is understood, seed of culture of engagement is seeded, employ-
ees know what they need to do, why to do it as part of bigger picture, and how to do it i.e. they 
live company’s values at work. To maintain the momentum, those who display the above need 
to be recognized and celebrated across organization. 

The most capable managers set challenging but attainable goals which are positioned as a part 
of a bigger picture, so that employees are constantly driven to work hard to reach them. This 
means that in order to have employees motivated and engaged they need to firstly understand 
clearly what is expected of them, and how their jobs contribute to the success of the organi-
zation and why something should be done. It is clear that exclusive and huge responsibility of 
management is to communicate the organization’s strategy and goals to the employees; and 
to make employees fully onboarded. Although it sounds easy unfortunately in many cases it 
happens that the vision is relevant to those that are leading organization but disconnected from 
employees. It could be the explanation why only 33 percent of employees are engaged at work 
as found by Gallup’s State of the American Workplace Report (file:///C:/Users/Korisnik/Down-
loads/Gallup_State_of_the_American_Workplace_Report.pdf). 

Namely, on the one hand side the vision, strategy, purpose and big picture are often created 
by those who run and/or own company. On the other hand, it is their responsibility not only to 
cascade it to employees but also to make them able to see how their individual role fits into the 
overall achievement of the company’s purpose which gives it meaning. Meaningfulness entails 



LIMEN 2019 
Conference Proceedings

98

“a feeling that one is receiving a return on investments of one’s self in a currency of physical, 
cognitive, or emotional energy” (Kahn, 1990, p.703-704). When an organization actually cre-
ates a purpose then a team could connect with, and that is when it starts to give meaning to 
employees’ daily activities. 

Obviously, the clear articulation of a corporate vision and the employee’s connection to it are 
important in all times, but particularly in turbulent period like business restructuring or trans-
formation. So, it is manager’s job to help employees find a meaning in what they do. Once 
employees believe their work is meaningful, they will be more engaged, committed, thrive and 
give the best out of them willingly. 

4. COMPELLING BUSINESS NEEDS (CBN)

Compelling Business Needs (CBN) framework is proposed to create augment and engagement 
of all employees through balancing top-down and bottom-up approaches by articulating busi-
ness strategy and objectives including specific activities and projects that will contribute to 
achieving bigger picture. It is based on reducing complexity, spelling important elements in a 
simplistic way with their clear inter-connections making it relevant to all stakeholders, in par-
ticular employees. Namely, in order to create ownership of all involved parties it helps them see 
the value in the proposed strategy and planned moves forward. The CBN is developed to drive 
ownership and engagement throughout the process which is presented below. 

Phase One: Pre-work where top leader are asked to reflect on: Growth Prospect, Productivity 
opportunities, People Capability – Key questions to support their thinking are various, such as: 
What are the Organization Goals in numbers? What would be key strategies to achieve them? 
How might they translate into Compelling Business Needs? Key Outcome of the prework for 
management team is creation in the predefined template functional / departmental key busi-
ness challenges i.e. top 3 areas that are vital for success in the upcoming 12-18 months, how 
this could be achieved, through which activities / initiatives / projects and how the success for 
each of them would look like, basically sketching how it could be measured. Therefore, each 
top manager will have 3 separate papers, one per identified vital area with elements mentioned 
above. When pre-work distributed to management team it is important to realize if they can 
prepare based on already known or they need to run sessions with their teams to do so.

Phase Two: Management team drafts CBN which requires minimum one day workshop com-
posed of few important mail stones. Namely, there are few exercises that are done individually 
and each latter followed by small group work. The flow or sequences of the exercises are de-
signed in such a way to help participants paint the picture where they (i.e. company, organi-
zation, function) want to be, what are their current strengths and weaknesses, where they are 
now and how to close the gap between today’s and desired state – where the most of the time is 
spent on. In essence, it fosters transparent and constructive discussion and alignment within top 
management on what we needs to be achieved i.e. top 3-5 things (i.e. strategy), how they will be 
achieved (objectives/initiatives/activities/projects), and setting quantitative or qualitative targets 
to measure the progress towards set objectives (i.e. key performance indicators).

Phase Three: Team buy-in where the above drafted CBN is presented to the entire team. It is 
done in short condensed version, where each member of top-management has a role to play, 
in order to display ownership of the entire management. Following that, the participants are 
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divided in smaller groups and work on a CBN. Firstly, individually they write on Post-its if 
they like or dislike something within the CBN, what should be modified, removed or added 
and why. Then they place Post-it’s on a printed CBN and in a small group they discuss and 
review all inputs. Following their discussion and alignment each group has a chance to present 
it to the entire auditorium i.e. other groups. The facilitator plays a critical role in incorporating 
those feedbacks/suggestions into the CBN and thus encouraging all participates to participate 
in co-creation of the final CBN. Visually it should be short and simple, all captured in a format 
of a table that could be seen by all participants.

Effective CBN is designed to help the organization and each employee, or at least critical mass 
of them, to gain a broader picture and purpose i.e. “why do we change?”, “what is my role?’, 
“how can I contribute?”. This is achieved due to characteristics of effective CBN (Table 1).

Table 1 . Characteristics of effective CBN

Stretching •  Creates positive “structural tension” between current and the future state i.e. where do we 
want to be and where are we now

Energizing •  Touches the heart of the organization; not just the mind. It is developed, co-created by 
management and employees to define “what we stand for”

Memorable •  Easy to recall. Tie to the business need is crystal clear to everyone & everybody knows 
how their work will deliver the CBN

Source: the author of the text, 2019

Once CBN is co-created all agreed projects, initiatives and activities should be assigned/distrib-
uted to employees and there are various ways how it could be achieved. For instance, if there 
is an issue of silos approach in the organization than it would be beneficial to consider creation 
of cross-functional team. Assigning employees could be done also based on their self-nomina-
tion, or individual developmental need – all depending what message the organization wants to 
address or promote. In any event, sequential deployment methodology with continuous meas-
urement of deployment and performance progresses have to be established. The progress needs 
to be tracked along with sustainability and continuous improvement mechanisms embedding 
governance, accountabilities and change management.

The author of the text attained experience in running the CBN sessions throughout over 3 years’ 
time horizon, in various functions (front and supporting), with different sizes of teams (from 10 
to over 500), in different companies, operating in various industries. Based on this, the author 
proposes CBN as a framework to create an overview, as well as ownership, within organization. 
It builds the structure while going through phases of CBN, or in simple terms – connect the dots 
and see makes all employees see how each part contributes to the overall success. To support 
these arguments, two case studies are presented below, enriched by introducing calculation of 
the net promoter score (NPS), which is widely used by Fortune 500 companies (https://custom-
er.guru/net-promoter-score/fortune-500) and it is calculated using a 0-to-10 scale to answer 1 
question: „How likely is it that you would recommend [X] to a friend or colleague?”.

The first illustrative case refers to the group of 20 employees from supportive function em-
ployed in international fast-moving good company (FMCG) and after third consecutive year of 
using CBN the NPS was calculated. Response rate was 70% and in line with NPS (https://www.
questionpro.com/features/net-promoter-score.html) there was one question: “Considering your 
complete experience with CBN, how likely would you recommend it to a friend or colleague?” 
Again in line with NPS rules, response to this question is measured on a scale of 0-10 and 
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obtained NPS was 57 which is considered as “excellent” result (https://www.questionpro.com/
blog/nps-considered-good-net-promoter-score/amp/). In order to gain more insights through 
qualitative data the open ended “why?” question was added i.e. to explain the selected score. 
Based on these answers it is clear that CBN helped participants get the purpose. For instance 
participants stated for CBN: “Motivational, inclusive, you know the purpose of your work.” or 
”Because it’s the best way to follow the strategy with the relevant measurements engagement, 
ideas, mission sharing, co-ownership, clarifications on what is my role”, or similar “The best 
thing about CBN workshops is that you can see how everything fits together and how all pieces 
are a part of a bigger picture”.

Another illustrative, and the most recent case is with the management of one supportive function 
within an international financial institution composed of 10 people, who participated for the first 
time in crafting the priorities through the CBN framework. NPS question accompanied with 
“why?” was given to them immediately after the phase two i.e. drafting CBN. With response 
rate of 80% obtained NPS was 63 with comments that praised structure, interaction and great 
opportunity to “get away with get ahead”. This was followed with phase three i.e. co-creation of 
CBN where all 43 employees from the sector participated. The response rate was 58% with 80 
obtained NPS 80 and again, participants mainly emphasized the importance of meaningfulness 
though comments like “Onboarding of all people regarding what needs to be done” or “ Great 
way to bond the team, align expectations about upcoming initiatives and get everyone involved 
in achieving goal and strategy implementation”. 

5. FUTURE RESEARCH DIRECTIONS

The attempt of this paper is to outline the specific CBN framework enriched with snapshots of 
two cases that provide some noteworthy implications for practitioners. 

Namely, CBN framework closes the entire loop, ecosystem which relays on strategy co-crea-
tion, ownership through purpose creating, and a sequential, project/activities-based deployment 
methodology with continuous measurement of execution and performance progresses. The re-
sults of the presented cases give clear indication that the CBN is a framework which helps 
employees to get the purpose of their work. Also, the entire system is very cost efficient as it 
requires merely zero additional resources and it could be easily integrated into a company. 

Results of presented case studies are very preliminary and based on NPS, which is not com-
monly used in academic research despite the value of NPS as a predictor or indicator of custom-
er satisfaction and loyalty (https://www.lightercapital.com/blog/net-promoter-score-how-to-cal-
culate-nps/). This opens a room for further studies to document the value of NPS, although 
there are some pioneer attempts (Koladycz, Fernandez & Gray, 2018), which are indicating that 
usage of NPS is “promising approach to gaining insight into the client experience” (p.1). If HR 
is to consider employees and/or future employees as clients and customer, then usage of NPS 
internally, within companies, is another quite untapped area for academic research.

When it comes to CBN presented in the paper, lack of having structured questionnaire is limi-
tation itself, as future study should also focus on testing the framework statistically and link it 
with more tangible business results. 
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6 . CONCLUSION

The literature indicates that employee engagement is closely linked with organizational per-
formance, as engaged employees have lower absenteeism rate, lower turnover, feel good about 
their job and are willing to give extra mile, which results in better customer experience, more 
innovation, and ultimately leads to better productivity and profitability of the company. Most 
researches emphasize the importance and positive impacts of employee engagement on the 
business, and therefore they are focused on identifying the drivers of engagement. Howev-
er, there are not many clearly articulated strategies to get employees engaged, where to start, 
how to embark the journey, and, most importantly, how to stay on the course with employees 
onboarded – all embedded with proper cost-benefit analysis, regarding engagement decisions 
as efforts aimed at increasing employee engagement definitely have financial implications on 
organizations. The author of the article believes that paper presented provides useful thoughts 
and clear steps for those who would like to further engage into building effective and efficient 
system for engaging employees. 
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Abstract: The aim of the authors is to outline the main problems of urban renewal in contemporary 
Russia. The reasons for the transition to renovation as the main direction of urban development are 
revealed: changing structure of the economy, aging of the existing real estate, changing the real estate 
needs of the population and business. The experience of implementing renewal programs in developed 
countries such as the UK and Japan as well as in new EU member states such as Bulgaria is analyzed. 
The importance of public-private partnerships for successful urban renewal programs is emphasized.

Keywords: Urban renewal, Urban areas, Public-private partnership.

1 . INTRODUCTION

The high share of urban territories renewal is a distinctive feature of the construction activity 
in modern Russia. Interesting processes have been observed in housing for the period of 

transition to a market economy in the Russian Federation (RF). The last decade of the 20 c. was 
a period of a significant economic downturn and, therefore, of a sharp fall in construction. For 
instance, the volume of housing then decreased almost three times as much as the volume in the 
1980s. The recovery began in the first decade of the 21 c. What is typical of this period is the so-
called spot building. It means that the creation of new real estates is done by filling the “gaps” 
within the boundaries of already built-up territories. During the second decade of this century, 
construction is already realized through the execution of projects for integrated development 
of new territories and the use of parcels that have not been developed yet. The English term for 
such parcels is greenfield. The transition to an integrated development of new territories allows 
to increase the volume of housing and to build adequate social and commercial facilities. How-
ever, there are negative phenomena as well: cities sprawl, traffic problems exacerbate, social 
facilities are often built a lot later than housing and all this usually leads to great dissatisfaction 
among homeowners. In the meantime, owing to the long periods of insufficient investment in 
major repairs and modernisation of existing real estate, they depreciate and whole urban areas 
are in poor condition (for example, the territory of the so-called “Grey belt” of Saint Peters-
burg). A new trend emerged in the second half of the second decade of the 21 c. A transition 
was made from integrated development projects of new territories to renewal (reconstruction, 
renovation) of built-up territories. The English term for this is brownfield. It should be taken into 
consideration that in specialised Russian literature the terms renewal and redevelopment are 
often opposed to each other even though authors do not find fundamental differences between 
them. Both terms mean a process of transformation of built-up territories in accordance with the 
changing needs of the society, business and population and involve the creation of estates and 
territories with modern infrastructure. This often requires a change in the functional purpose 
of individual sites or a certain number of real estates.
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2 . RENEWAL OF URBAN TERRITORIES IN RUSSIA

The main reasons that necessitate the renewal of urban territories and the change in the direction 
of urban development are the changes in the structure of urban land use. These changes, in turn, 
are the result of structural changes in urban economy (e.g. reduced production of goods at the ex-
pense of services), physical and moral obsolescence of the existing urban real estates (primarily 
residential real estates), low efficiency of urban areas use (relatively low density of development in 
city centres), etc. What is of great importance is the need for expansion of construction opportu-
nities, the use of renewal as a means of solving social problems by city authorities, etc.

The structure of Russian urban development implies a considerable need for renewal. A significant 
number of the residential buildings were built during a period known in Russia as the initial period 
of mass industrial housing. People call these buildings Krushchevkas and Brezhnevkas because 
they were built during the time of the leaders Krushchev and Brezhnev. According to the portal 
dom.mingkh.ru, about 307 thousand residential buildings with a residential area of 518 million 
square metres were built in the country within the two decades from 1950 to 1969. This makes 8 
million 160 thousand flats (Ministry of Housing and Communal Services, 2019). If we assume that 
at least 50% of these flats need renewal, then there should be built more than 4 million flats with a 
residential area of 250 million square metres. At the same time, according to the data from the cen-
tral statistical service of Russia, Rosstat, 1 070 600 flats with a total area of 75,3 million square me-
tres were put into operation in 2018. This is 95,1% of the number of flats built in the previous year 
(flats with a total area of 79,2 million square metres were put into operation in 2017). A downward 
trend was observed because the flats built in 2017 amount to 98,7% of those built in 2016. Building 
construction structure should not be neglected. The relative share of individual housing in the total 
area of completed homes was 43,1% (Rosstat, 2019). In accordance with the Russian Federation’s 
(RF) legislation, individual housing is a detached house of not more than 3 floors, with a garage, 
intended for a single family. This means that the volume of multi-storey housing is just over half 
of the total number of the homes put into operation. The need for renewal of big urban territories 
is obvious. For Saint Petersburg the situation is even more complicated. In this city, Krushchevkas 
were built during the period 1958-1970, i.e. for more than 10 years. 2400 buildings with a total 
area of around 9 million square metres were built over this period, which is almost 190 000 flats. 
Actually, these are about 10% of all housing in the city with 12 % of the urban population living 
in them (Region.Ru, 2003). Unfortunately, the renovation of the Krushchevkas is not the only 
problem the city is faced with. After 2020 the panel blocks that were built in the 1970s will be 50 
years old. This is the conditional limit after which measures should be taken for their renovation. 
In the decade 1970-1979 more homes were built compared to the previous 20 years with a residen-
tial area of over 520 million square metres. By the middle of the next decade, the problem of their 
replacement will arise, so urban areas redevelopment seems to be the leading direction of urban 
development in Russia for many years and even decades. Redevelopment processes have started in 
Moscow, which provoked intense discussions among citizens, urban authorities, the business com-
munity and the general public. There have been discussed technical, organisational, economic and 
social problems. Federal legislation was introduced consisting mainly of bills for the renovation 
of the residential buildings in the Russian Federation. Now there are two major bills: the first one 
was tabled in the state Duma by a group of MPs in the autumn of 2018 and the second one – in the 
autumn of 2019 by the Legislative Assembly of Saint Petersburg. 

The programmes for the urban renewal of Russian cities and the country as a whole are of 
key importance and require careful preparation. The legal and administrative mechanisms that 
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should ensure the effective interaction of various institutions need thoughtful consideration. To 
achieve this, it is important to study and learn from the foreign experience. The experience of 
countries with long-standing renewal practice like Great Britain and Japan is very useful. The 
experience of countries like Bulgaria is valuable as well. Due to historical reasons, the problems 
that Bulgarian and Russian cities face are similar, even though the scale is different.

3 . THE EXPERIENCE OF THE UNITED KINGDOM

A characteristic feature of the British approach to renewal is the active role of the central gov-
ernment. Renewal policy is considered an integral part of the national programmes aimed to 
solve a wide range of social issues, such as reducing unemployment and increasing job creation. 
The second significant feature is the fact that the government considers renewal programmes a 
factor for the development of regions far from the capital.

The renewal policy of the United Kingdom is the most long-standing one. The specialised jour-
nal Town Planning Review (TPR) has been published since 1910 and in its first issue started 
analysing the problems of the then British cities and the possibilities for solving them by using 
the tools of the concept of the Garden Cities which was popular at that time (Shaw & Robinson, 
2010). The period from the 1970s to the present day is of interest for the purposes of this study. 
It can be divided into three main stages.

The first stage of mass renewal in the country begins after the Conservatives came to power in 
1979, when the central government started implementing an active policy of urban renovation. The 
government’s ambition was to join forces with the private sector in order to solve urban problems.

The second stage begins in 1990 again under the Conservatives. This time the focus was on 
the simplifying and decentralising of renewal policy by attracting local authorities and private 
investors through centralised tenders.

The third stage begins in 1997, when the government put emphasis on the fact that renewal 
policy must be an ongoing process. As a result of the activities during the first two periods, a 
lot of British cities have developed successfully, but there have also been identified depressed 
areas that are difficult to change. However, according to the British government, there still has 
not been developed a good enough mechanism for interaction between the central government, 
local authorities and the private sector. 

The Labour government that came to power in 1997 defined the implementation of an effective 
nationwide programme for renewal as one of its main objectives. A number of documents were 
adopted, the most important of which, according to British experts, is „The National Strategy 
for Neighbourhood Renewal“ (Social Exclusion Unit [SEU], 1998), within which a lot of nation-
al programmes were developed: „Neighbourhood Renewal Fund“, „New Deal for Communi-
ties“, „Neighbourhood Management Pathfinders“. It is this legislative framework developed by 
the government that forms the basis of the renewal programme whose peak was reached in the 
period 2002 – 2011 (Shaw & Robinson, 2010).

The renewal programme under „The National Strategy for Neighbourhood Renewal“ is intend-
ed to improve housing market, commercial real estate market and the infrastructure related to 
them in 25 country regions. The programme is aimed to solve problems like the improvement of 
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housing quality, updating building layout and design, improving facilities, creating green spac-
es in and around neighbourhoods, eliminating serious imbalances between population needs 
and existing opportunities for construction of modern homes.

In order to implement the programme, there were set up governmental structures, such as Social 
Exclusion Unit (1997), Neighbourhood Renewal Unit (2001), Commission for Architecture and 
the Built Environment (1998), Urban Policy Unit (2001) and Academy for Sustainable Commu-
nities (2005). Their activity is coordinated with the adoption of key documents, such as Bring-
ing Britain Together (1998), the above-mentioned National Strategy for Neighbourhood Re-
newal (2001), Sustainable Communities Plan (2003), Sustainable Communities: Homes for All 
(2005), Sustainable Communities: People, Places & Prosperity (2005), Transforming Places, 
Changing Lives: A Framework for Regeneration (2008), etc. The main actors responsible for the 
programme implementation are: Regional Development Agencies, Local Strategic Partnerships, 
Urban Development Corporations, Urban Regeneration Companies, City Region Partnerships, 
Homes and Communities Agency. They ensure the efficient interaction between regional and 
local authorities, public and private organisations, ordinary citizens.

Providing adequate financing is the most serious problem with the programme implementation. 
For this purpose, are used the Neighbourhood Renewal Fund, Safe and Stronger Communities 
Fund, Area-Based Regeneration Grant, Working Neighbourhoods Fund, etc. The initial fund-
ing of the programme was provided by the central government: in February 2003 the British 
government allocated £500 million to support the new programme (Leather, Nevin, Cole, & 
Eadson, 2012) and to ensure its implementation until 2006. Later the funding was extended to 
March 2008. The programme involved the demolition of old buildings and the construction of 
new ones as well as the reconstruction of existing ones. Decisions were made individually and 
regional specificity was taken into consideration. What is typical of the renewal programme of 
Great Britain is the fact that regional and local authorities made the lists of the neighbourhoods 
to be included in the programme. Homeowners could vote to participate or not to participate in 
the programme after reviewing the lists. If 2/3 of the votes were in favour, there was a positive 
decision and inclusion in the programme.

Altogether, from 2002 to 2011 the government allocated £ 2,2 bn for renovation of homes, thus 
including over 780 000 flats and over 1,9 million people living in them. In the beginning of the 
programme, each of the regions prepared a list of the main problematic areas and the funding 
included both small local projects and big urban ones. 

By 2011, when the programme finished, there had been achieved the following results: recon-
struction of over 108 000 existing houses; attracting private investment for the building of over 
15 000 houses; preparing land for the future building of about 30 000 modern real estates; im-
proving housing quality; decreasing the number of depressed areas in the country; creating jobs 
in construction business. As a whole, the programme was successful.

4 . THE EXPERIENCE OF JAPAN

The history of the modern programmes for housing renewal in Japan started in the 1980s. The 
first renewal wave in the 1980s, however, did not deliver impressive results because of the eco-
nomic problems in the country in the 1990s. This was the reason why the projects were either 
suspended or cancelled. Since the practice of this period is considerable, the country became 
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aware of the need to develop a legislative framework for further projects. Thus, in the beginning 
of the XXI c., the legislative framework for urban territories renewal had already been estab-
lished. In 2002 the „Urban Renaissance Special Measure Law“, which defined the guidelines 
of the renewal programme in the country, came into effect. In accordance with the law, in the 
country and under the renewal programme there were identified 65 zones with a total area of 
over 6612 hectares, including 8 zones with an area of 2514 hectares in Tokyo (Shima et al., 
2007). According to the government, the main challenge is attracting private investments for 
renewal programmes.

The major features of the renewal projects implemented in Japan are the following:
• Several organisations participated in the implementation of the projects. It is mandatory 

for them to include governmental structures at federal and urban levels, various govern-
mental and non-governmental organisations as well as land and flat owners. A great role 
is played by the organisations set up by the participants who get involved at particular 
stages of the programme. For instance, in Tokyo there was set up an NGO organisation 
that discusses and approves a restructuring project.

• Initially, when implementing renewal programmes, 100% homeowner consent was re-
quired in order to start the project. This blocked a lot of the projects since it is prac-
tically impossible to obtain the consent of all homeowners. That is why the law was 
revised later on and it was made possible to start a project with consent of 80% of the 
participants (Cho, 2011).

• A great number of private investors participate in the projects. Often local projects are 
riskier for private investors, who are the main actors in the reconstruction, because of 
the need to obtain a higher percentage of owner consent. Large-scale projects turn out 
to be more lucrative and easier to coordinate and, as a result, less risky. This is the rea-
son why in the central parts of Tokyo as well as in other Japanese cities it is possible to 
find single old buildings and at the same time large redeveloped territories. 

• Collective decision-making is considered very important. For example, when recon-
structing a house, each of the tenants can make suggestions about the design of the new 
house similarly to the owners. 

• To avoid the negative effects of the overheated economy that occurred in the 1990s, the 
government changed its investment strategy. Instead of direct investments in a given 
project, it started providing subsidies to the companies and investors involved in the 
renewal. To increase the effectiveness of project implementation, local authorities play 
a key role. It depends on them to give all the necessary permits swiftly and that is why 
they must be involved in the projects from the very beginning.

To sum up, it can be said that urban renewal measures have been successfully implemented in 
Japan.

5. THE EXPERIENCE OF BULGARIA

The experience of countries like Bulgaria is of interest to Russia. As a former country with 
central planning, Bulgaria faces problems similar to the Russian ones. Generally, the housing 
situation in the country is dissatisfactory, even though the rates of new housing provide normal 
reproduction of more than 2 homes per 1000 inhabitants on average. It is expected that by 2020 
the rates of the period 2007-2009 will be reached and exceeded. At that period, 20 thousand 
homes were built annually. The major problem is that almost 27% of the homes (698 000) are 
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in panel blocks which are depreciating quickly due to poor management and maintenance, but 
are still subject to renovation. A great number of the massive homes have depreciated as well. 
More than 75% of the flats in the country are in buildings that are over 30 years old (Mathema 
et al., 2017). The lack of maintenance of these buildings leads to the fast deterioration of their 
condition. Housing condition is constantly deteriorating due to the inadequate maintenance and 
management. This deteriorates the standard of living in these homes and changes urban envi-
ronment. Due to the limited budget, the government is looking for complete solutions. Thus, the 
National Programme for Energy Efficiency of Multi-Family Residential Buildings was adopted 
in 2015. Meeting the high standards of energy efficiency of buildings is a criterion for successful 
renovation. This is an objective that is fully in line with EU’s commitment to environmental 
issues. Buildings consume 40 % of the total energy consumption of the EU. The reduction of 
this percentage is a priority (European Parliament and the Council, 2010).

The National Programme for Energy Efficiency of Multi-Family Residential Buildings was 
adopted by Decree № 18 of the Council of Ministers of 2 February 2015. In accordance with 
the Energy Efficiency Act, the programme coordinator is the minister of regional development 
and public works. These are not the first steps for renovation of old buildings in Bulgaria. Sim-
ilar projects were started in 2007 and 2011, but their scope was limited and their nature was 
of a pilot experiment. The National Programme for Energy Efficiency involves a number of 
participants: Ministry of Regional Development and Public Works, Ministry of Finance, Bul-
garian Bank for Development, municipalities, district governors and external contractors. The 
programme includes the whole territory of the country. Funding amounting to 2 bn Bulgarian 
leva (€ 1 bn) was provided for its implementation. The programme was planned to be completed 
by the end of 2019. As of December 2018, implementation activities on practically all contracts 
under the programme had started, which was 98,8%. The contracts included 2022 buildings. As 
of 31 December 2018, a total of 511 buildings (36 545 homes) were put into operation (Ministry 
of Regional Development and Public Works, 2019).

Regardless of these impressive results, a number of disturbing facts have been found out. Only 
a small number of Bulgarian citizens benefit from the programme but all taxpayers finance it. 
There are doubts about corrupt practices related to the implementation process. There are prob-
lems related to the quality of the construction activities. According to the official reports on the 
programme implementation [xxx], the cost of renovating a square metre of living space is sim-
ilar and even higher than the cost of new construction. The programme was declared national 
but in Sofia, the city with the largest in number and area panel residential estates, there has been 
contracted the renovation of only 14 buildings.

Generally, the programme cannot be considered successful.

6 . CONCLUSION

Summarising the foreign experience in implementing urban renewal programmes, suggestions 
can be made regarding the improvement of the effectiveness of such programmes in Russia. 
They are as follows:

• A federal law must be adopted that sets out the basic principles and approaches for im-
plementation of renewal programmes. The law must take into account the possibilities 
and specificity of the regions and regulate the responsibilities of governing bodies at 
regional and local levels. 
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• The interaction of federal, regional and municipal authorities, private investors and en-
trepreneurs, and urban community at all stages of programme implementation should 
be ensured: from its design to its final implementation. Potential conflicts must be an-
ticipated and managed. 

• Private investors should be attracted by using various tools: stimuli, subsidies, tax pref-
erences and controlled interest rates.

• The views of all stakeholders should be taken into account not only at the stage of 
decision-making on whether to implement the programme, but also when defining its 
parameters after discussions at local and regional levels. 

An adequate theoretical framework for research should be considered. Obviously, the research 
will be of interdisciplinary nature. The search of effective interaction between governmental 
bodies, business and the community involve economic analysis based on the new institutional 
economics. The clear distinction between official organisations and institutions broadens the 
scope of analysis. In this context, we consider institutions the historically established rules for 
interaction between the participants in the process. Thus, these interactions can be formalised 
by using qualitative and quantitative models. This allows to carry out an impact assessment of 
the change in the regulatory framework at different levels of government.

In any case, the lack of good will and willingness for cooperation cannot be compensated by 
good legislation only. Therefore, it is very important to choose an appropriate form of pub-
lic-private partnership when implementing renewal programmes. There are no valid recipes and 
the specificity of all participants must be taken into account. A precondition for success is the 
high degree of transparency at all stages of the programme design and implementation.
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Abstract: The history of the European Union’s unease on the anti-arbitration policy is long. It dates back in 
2007 and the Lisbon Treaty which transferred competence for concluding treaties from the Member States 
(MSs) to the European Union. In 2019 it is hard to find someone in legal circles who doesn’t know about the 
famous and controversial Achmea judgment. Court of Justice of the European Union (CJEU) played hard 
on this topic, although Advocate General and the national court of MSs had different and thoroughly argu-
mented opinions. By this judgment, all arbitration clauses in intra-EU BITs have been invalidated. On the 
other hand, CJEU didn’t offer an adequate alternative for invalid arbitration clauses, nor answered on the 
question of substantive protection, which is provided by intra-EU BITs. More controversially, in Opinion 1/17 
Court declared CETA’s provision on dispute settlement valid and EU friendly. The reaction of the MSs al-
most validated CJEU’s intervention into, by then, so carefully built mosaic of investment dispute settlements. 
Whether it has been given under the pressure of the Commission or at the initiative of MSs, together with 
the respective judgment, it was an impulsive move. In this Article, the Authors are going to explain how did 
the Achmea judgment disturbed the internal market and why the past system was more investment-friendly.

Keywords: Achmea judgment, Investment arbitration, CJEU.

1 . INTRODUCTION

Every market is trying to attract investors. From the last decades of the past century, bilateral 
investment treaties (hereinafter: BIT) are the main tool for attracting investors. Actually, 

the first BIT was concluded by one of the EU’s strongest MS, Germany (Bilateral Investment 
Treaty between Germany and the Islamic Republic of Pakistan, 1959). According to the EU’s 
data, EU is the main provider and a global destination for the foreign investments (https://ec.eu-
ropa.eu/trade/policy/accessing-markets/investment/, retrieved: 11 January 2020). That is not a 
surprise considering the size of the internal market and the power of the economies of some 
of the strongest MSs. Under such circumstances, as soon as it got the opportunity, the EU has 
started developing its own investment policy with autonomous European rules. 

However, the process was not going smoothly. It took some decades of soft low attempts and 
the introduction of the new competences under the Lisbon Treaty for the EU to gain exclusive 
competence for foreign direct investments. Despite it all, it took a Court of Justice of the Euro-
pean Union’s (hereinafter: CJEU) judgment to persuade (at least some of) the MSs to terminate 
their intra-EU BITs. Famous Achmea (Achmea B.V. v. Slovak Republic, C-284/16, hereinafter: 
Achmea) judgment declared all arbitration clauses in intra-EU BITs invalid. Just like that, with 
no alternative and with number of questions unanswered. 

In this article the authors are going to give an overview of the EU’s policy on the matter and try 
to predict the future of the investment arbitration on European soil. 
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2 . SHORT HISTORY OF THE EU’S ANTIARBITRATION POLICY

Although at first sight it might not seem so, even a brief overview of the EU’s legislative activities 
clearly shows that the EU’s antiarbitration policy in the field of investment protection dates quite 
long ago. Precisely, it dates back in 2006 (Ilie, 2018,), but until 2009 and the Treaty of Lisbon the 
EU’s activities in this area were within the ambit of the soft law, at the level of recommendations 
to the MSs. During these years the Commission’s policy was based on the note to the Economic 
and Financial Committee of the Council (Ilie, 2018). Commission’s position amounted to the ar-
gument that, upon the accession of the respective MSs to the EU, „most of the provisions included 
in the intra-EU BITs have been „replaced” by the Community law.” (Potesta, 2009, p. 229). Thus, 
the Commission recommended to the MSs to terminate all intra-EU BITs based on its position 
that intra-EU BITs are unnecessary at the internal market since the core of the intra-EU BITs 
(protection of the foreign investors) is now part of the EU’s commercial policy based on four free-
doms (free movement of goods, services, capital, and labor) and the principle of non-discrimina-
tion. Basically, the Commission was trying to convince MSs that two parallel systems regulating 
foreign investments (one developed under respective BIT and the other one developed as the EU 
law on investment protection) could lead to the insecurity and uncertainty (Potesta, 2009, p. 229). 
However, in the beginning, the majority of MSs rejected this recommendation and maintained the 
existing intra-EU BITs (Stoyanov, 2019, available at: https://www.allenovery.com/en-gb/global/
news-and-insights/legal-and-regulatory-risks-for-the-finance-sector/europe/increased-enforce-
ment-risk-in-intra-eu-investment-treaty-arbitration, retrieved: 12 January 2020, and Ilie, 2018). 

After the failures to prove to the MSs that in case of a clash of the EU law and law based on 
different BITs the EU law must prevail, the Commission tried the other direction. It acted as 
amicus curiae in different arbitral proceedings (e.g. Eletrcabel S.A. v. Republic of Hungary, 
ICSID Case No. ARB/07/19, Micula v. Romania, ICSID Case No. ARB/05/20 or Achmea B.V. v. 
Slovak Republic, PCA Case No. 2008-13, etc.) trying to prove that arbitral tribunals cannot have 
jurisdiction over disputes based on intra-EU BITs. Firstly, the Commission tried to argue that 
all intra-EU BITs are silently terminated and replaced with the EU law, but the arbitral tribunals 
were not convinced and in number of occasions they argumented that it would be contrary to 
the provisions of the Vienna Convention on the Law of the Treaties (hereinafter: VCLT) and 
its provisions on the termination of the treaties (see: Eastern Sugar B.V. (Netherlands) v. Czech 
Republic, SCC Case No. 088/2004, hereinafter: Eastern Sugar, para. 181). Consequently, most 
of the Commission’s attempts to prove the lack of jurisdiction on behalf of the tribunals were 
not accepted by the tribunals. More often than not, arbitral tribunals considered that provisions 
of the BITs on the investment protection could not be superseded and replaced by the EU law, 
simply because they deal with different matters (e.g. see: Eastern Sugar).

The Treaty of Lisbon has changed, improved and strengthened the EU’s position. It gave the EU 
exclusive competence over foreign direct investments (Treaty on the Functioning of the European 
Union, Official Journal of the EU C 326, hereinafter: TFEU, Art. 207). Based on that competence, 
common commercial policy was soon enriched with the new Regulation, establishing transitional 
arrangements for bilateral investment agreements between the Member States and third countries 
(Regulation (EU) No 1219/2012, Official Journal of the EU L 351/40, hereinafter: Grandfathering 
Regulation). This new propulsive force enabled the Commission’s second act in the field of the for-
eign direct investment, i.e. announcement of replacement of old extra-EU BITs with the new ones 
and Commission’s participation in the dispute settlement procedures based on these BITs (see: The 
Grandfathering Regulation, Preamble rec. 5, Art. 13). Until 2016, EU MSs have concluded 1384 
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BITs with third countries (Schacherer, 2016, available at: https://www.iisd.org/itn/2016/08/10/can-eu-
member-states-still-negotiate-bits-with-third-countries-stefanie-schacherer/, retrieved: 13 January 
2020). By the same time Commission has given 93 authorisations to open new negotiations, 41 to 
open re-negotiations and 21 authorisation to conclude protocol for existing BITs (Schacherer, 2016).

However, the question of intra-EU BIT’s remained open, despite the fact that Commission didn’t 
stand still. (for more: Dias Simoes, 2017, pp. 234-303). Namely, in 2010 Commission announced its 
intentions to build the new EU investment policy in its Communication to the Council, the Europe-
an Parliament, the European Economic and Social Committee and the Committee of Regions-To-
wards a comprehensive investment policy (available at: https://eur-lex.europa.eu/legal-content/EN/
TXT/HTML/?uri=CELEX:52010DC0343&from=EN, hereinafter: Communication, retrieved: 12 
January 2020). It highlighted goals like legal certainty, creation of stable, sound and predictable en-
vironment for the investors, openness for investments, etc., but it did not show any serious intention 
for exclusion of the intra-EU BITs from the common commercial policy, at least as long as they „re-
main consistent with the EU policy“ (Communication). However, the tone of Communication clearly 
indicated the Commission’s intention to play bigger role in creating investment policy of the MSs.

Already in 2015, under Art. 258 TFEU, the Commission initiated infringement procedures against 
five MSs (Austria, the Netherlands, Romania, Slovakia, and Sweden) with the formal request 
for the termination of their intra-EU BITs due to their incompatibility with the Art 351 TFEU 
(https://www.faegrebd.com/en/insights/publications/2015/7/ecs-infringement-proceedings-for-in-
traeu-bits-cause-uncertainty-for-investors, retrieved: 13 January 2020) but had a little success in 
its aim to proclaim intra-EU BITs unnecessary and invalid, since only Romania terminated all its 
BITs on the unilateral basis (Ilie, 2018). Later this year, due to different objections on disadvantages 
of investment arbitration (e.g. lack of transparency, inconsistency, inability of the host states to reg-
ulate public policy matters without risking arbitration because infringement of the BIT, etc.), the 
EU has finally agreed on the reform of dispute settlement method in investment matters with the 
aim of setting up the permanent dispute settlement mechanism called the Investment Court System 
(https://ec.europa.eu/trade/policy/accessing-markets/investment/, retrieved: 14 January 2020).

In March 2018, the EU council adopted directives authorising the EU Commission to negotiate a 
convention establishing a court for the settlement of investment disputes (Wyss, 2018, available 
at: https://www.lexology.com/library/detail.aspx?g=475fa99b-9c5c-4800-bc68-c854cd806525, re-
trieved: 13 January 2020). In January 2019, in the aftermath of the Achmea, the MSs issued the 
Declaration on the legal consequences of the Achmea judgment and on the investment protec-
tion (available at: https://ec.europa.eu/info/publications/190117-bilateral-investment-treaties_en, 
retrieved: 12 January 2020, hereinafter: Declaration) proclaiming all intra-EU BITs terminated 
and announcing new multilateral treaty on this issue (Declaration, para. 5). They also promised 
to, with regard to ongoing cases, inform sitting tribunals not to accept jurisdiction or issue any 
awards and to direct investors to hold off of any new intra-EU arbitration proceedings (paras. 1-3).

Separate Declaration was also signed by Malta, Luxembourg, Slovenia, and Sweden, in which 
they consider inappropriate a priori excluding intra-EU arbitration based on Energy Charter 
Treaty (hereinafter: ECT) without any CJEU ruling on the matter (https://www.regeringen.
se/48ee19/contentassets/d759689c0c804a9ea7af6b2de7320128/achmea-declaration.pdf, re-
trieved: 12 January 2020). Also, ECT prohibits any reservations on it and EU as well as its MSs 
and EURATOM gave its „unconditional consent to the submission of a dispute to international 
arbitration“ (ECT, Art. 26). Consequently, any decision of the CJEU on the incompatibility of 
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the arbitration under ECT with the EU law would conflict with the previously stated will of the 
EU and its MS (Newing, Alexander, Meredith, 2018). Still, the legal world is uncertain about the 
EU’s intentions at the international level (Newing, Alexander, Meredith, 2018).

But the direction of the revolution was indicated in the Opinion 1/17 of the CJEU on the com-
patibility of the dispute settlement methods provided by the Comprehensive Economic and Trade 
Agreement between Canada and EU and its MS (hereinafter: CETA, available at: https://ec.europa.
eu/trade/policy/in-focus/ceta/ceta-chapter-by-chapter/, retrieved: 13 January 2020) with the EU law. 
It seems that the EU as the largest market has a monopoly over this issue and that new multilateral 
approach is the future of the investment law. The EU gave some notice in the CJEU’s Opinion on 
the compatibility of the CETA rules on dispute settlement with the EU law. The main features of the 
Opinion may be summarized as follows: „the mere fact that CETA’s ICS stands outside the EU judi-
cial system does not in itself breach the autonomy of the EU legal order“ (Croisant, 2019); the princi-
ple of equal treatment is also respected since all investors are in comparable situation; the principle 
of effectiveness will not be affected by the tribunal’s decisions and finally, with regard to tribunal’s 
accessibility, the Court stated that, dependent on the Council’s commitment, Tribunal will be ac-
cessible to „the most vulnerable users (natural persons and small and medium-sized enterprises)“.

Following the Opinion 1/17 of the CJEU, in October 2019 the EU Commission presented four 
proposals regarding procedure, conduct and related matters.

However, the turning point did not follow immediately nor it came from the anticipated direc-
tion. It was served by the CJEU, in terms of the famous and controversial Achmea decision 
which in 2018 disturbed the investment policy of the MSs. Namely, by this judgment, all in-
tra-EU BITs are declared invalid. Although the cracks started to appear already in the context of 
Micula case (Joined Cases T- 624/15, T-694/15 and T-704/15, hereinafter: Micula), no one seem 
to have predicted such outcome.

3 . ACHMEA AND ITS CONSEQUENCES ON INVESTMENT CLIMATE  
IN THE EU

Achmea’s case was presented to the CJEU in the stage of the enforcement of the arbitral award. 
Arbitration proceeding was initiated based on Slovakia-Netherlands BIT, concluded in 1991. 
Namely, in 2008 the Dutch company (Achmea) commenced an arbitration proceeding against 
Slovakia. Since the seat of arbitration was Frankfurt, the applicable law (based on the place of 
the seat of the arbitration) was German law. In 2012 the parties got the award by which Slova-
kia was ordered to pay the damages to the Achmea, but Slovakia commenced the procedure 
for setting aside the award (for more see: Uzelac, 2019, pp. 7-30). The case went to the German 
Supreme Court (Bundesgerichthof, hereinafter: BGH). BGH took a stand that the Slovakia’s 
application was not justified but decided to ask CJEU for preliminary ruling since the CJEU has 
never considered the compatibility of the arbitration clauses in intra-EU BITs with the EU law 
(in concreto Art. 267 and 344 TFEU). Advocate General (hereinafter: AG) took the same stand 
as BGH (available at: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX-
:62016CC0284&from=EN, retrieved: 14 January 2020) but the CJEU overruled the AG’s Opin-
ion and considered that such arbitration clauses in intra-EU BITs could have adverse effects 
on the autonomy of the EU law in the MSs (Achmea, para. 59). Namely, the CJEU considered 
that the EU law is a part of the national laws of the MSs which means that arbitration tribunals 
also have to interpret and apply some of the main provisions of the EU law (such as provisions 
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on the freedom of establishment and free movement of capital). Since arbitration tribunals are 
not a part of the judicial systems of the MSs they are not allowed to bring questions before the 
CJEU. Consequently, their awards could endanger the autonomy and efficiency of the EU law 
(Achmea, para. 42, 43, 45 and 59). Compared to the earlier CJEU’s ruling in taxation disputes 
(C-377/13, Ascendi Beiras Litoral e Alta, Auto Estradas das Beiras Litoral e Alta SA v Autori-
dade Tributária e Aduaneira) position of the CJEU in Achmea may seem surprising. However, 
the alleged inconsistency may be justified by the difference between these two cases. The arbi-
tration tribunals dealing with the taxation disputes were at the time part of the judicial system 
in Portugal (unlike arbitral tribunals in investment disputes) and the dispute was commenced 
based on the events after the Slovakian access to the EU (unlike the Micula case). 

The only thing that is crystal clear regarding the Achmea judgment is that dispute settlement 
mechanism under the intra-EU BITs is incompatible with the EU law (paras. 32, 58) and that 
it does not extend to commercial arbitration (paras. 54-55). All the other consequences of the 
Achmea decision are still unknown. Unfortunately, the decision raises a number of questions, 
one more important than the other. 

First, there are some public international law concerns. Namely, the silence with regard to the 
VCLT which governs the conclusion, interpretation, validity and invalidity of treaties. Follow-
ing the provisions of the VCLT, arbitral tribunal cannot decide on the validity of the treaty upon 
which it bases its jurisdiction. Since it is not bound by the Achmea judgment either it can only 
accept the treaty as it is and check if the conditions for jurisdiction are in place.

Also, Achmea ruling has no mention of the International Convention for Settlement of Invest-
ment Disputes (hereinafter: ICSID Convention) (1966) or the New York Convention on the 
Recognition and Enforcement of Foreign Arbitral Awards (hereinafter: NYC) (1958) nor of the 
enforcement of an award rendered under intra-EU BIT. With regard to the enforcement before 
the EU MS authorities of the award rendered based on the intra-EU BIT, procedure might differ 
depending on the source of the award. Namely, if the award in intra-EU case is rendered by 
the ICSID, under the Art 54 of the ICSID Convention the award is to be enforced without any 
review „as if it were a final judgment of a court in that State“. Thus, there are no procedural 
grounds to defend against it, including Achmea ruling. If the award is a non-ICSID award, rec-
ognition and enforcement is ruled by the NYC with number of grounds for non-recognition. Of 
those potentially relevant regarding the Achmea ruling (nullity of the arbitration agreement, Art 
V(1)(a) and public policy, Art V(2)(b)) none can actually be used since the Achmea dealt with the 
dispute settlement mechanism, which cannot be declared invalid by the national authority (due 
to the VCLT) nor is a part of public policy defence (under the NYC). Thus, if applied without 
any policy influence, NYC does not leave the room for the reception of Achmea. However, na-
tional courts of the EU MSs might decide to refuse to give effect to such awards.

Second, there is a question of the scope of the decision. Does it encompass only particular 
intra-EU BIT or all intra-EU BITs? There is an express declaration that Achmea applies to „a 
provision in an international investment agreement concluded between MSs, such as“ the one 
under examination (para. 49). Although referring to the BIT in question, it is obvious that the 
judgment’s implications encompass all intra-EU BITs.

There is also a question of jurisdiction stemming from an arbitration agreement or intra-EU 
investment arbitration proceedings already pending? Achmea does not offer any answer to the 
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question whether the incompatibility of the arbitration clause with the EU law deprives the 
arbitral tribunal of its jurisdiction. Due to the fact that tribunals are outside the scope of EU’s 
competence and the provisions of the VCLT (art. 54), answer should be negative.

Furthermore, it is not clear whether and how Achmea relates to multilateral agreements. Is it 
applicable to investment treaties to which EU itself is a party like ECT, or to BITs between EU 
Member States and third countries or the ICSID Convention? If yes, on what grounds? What 
impact does it have for the future MSs? Is termination of the existing BITs going to be a precon-
dition of their accession? Due to „sunset clauses“ it will not affect disputes which arose before 
accession. There is less clarity with regard to investments and/or disputes arising after that date. 

4 . ACHMEA’S FOLLOW-UP

In 2019, after turbulences caused by Achmea ruling, General Court of the EU (hereinafter: 
GCEU) presented the silver lining (Bakos, 2019). Micula decision, initially ICSID case (Ioan 
Micula, Viorel Micula, and others v Romania, ICSID Case No. ARB/05/20), became one of the 
most prominent decisions of the GCEU). It dealt with the ratione temporis application of the EU 
law. In answering the question whether the compensation rendered by the arbitration tribunal 
can be considered as the illegal state aid the GCEU took the negative stand because all con-
sidered events took place before Romania’s accession to the EU (Micula case, para. 109). Such 
ruling is of the utmost importance to the foreign investors in young MSs, such as Romania, 
Slovenia or Croatia and for the investors in old MSs in which so-called „sunset clauses“ are still 
protecting foreign investors. Still, the decision rendered by the GCEU is subject to the appeal 
procedure before the CJEU, so it remains to be seen how this saga ends. At the moment, Micula 
case is pending before the UK Supreme Court and according to some predictions waiting for 
the Brexit come through (Dimitrov, 2019, available at: http://arbitrationblog.kluwerarbitration.
com/2019/10/18/navigating-through-stormy-seas-the-uk-supreme-court-hears-the-micula-case/, 
retrieved: 14 January 2020). In any case, it will provide a landmark of the post-Brexit investment 
climate in the UK. Most of the MSs consider Achmea inapplicable in the case of the intra-EU ar-
bitration, but there is no consensus within the EU on this topic. Namely, Hungary gave separate 
Declaration in which it does not recognize the effects of the Achmea decisions on the intra-EU 
arbitrations based on ECT (Kohegyi, Gans, 2019, available at: https://www.dlapiper.com/de/ger-
many/insights/publications/2019/01/legal-consequences-of-the-achmea-decision/, retrieved: 14 
January 2020, and https://www.regeringen.se/48ee19/contentassets/d759689c0c804a9ea7af6b-
2de7320128/achmea-declaration.pdf, retrieved: 14 January 2020 ). 

Consequently, there are cases based on intra-EU BITs in which states tried to rely on Achmea, 
like in ICSID Case No. ARB/12/39 Gavrilović v. Croatia, based on Austrian-Croatian BIT. De-
spite the fact that Croatia invoked the Achmea argument, it was rejected because the objection 
was not raised in due time (Uzelac, 2019, p. 15). On the other hand, in number of cases tribunals 
considered the Achmea decision irrelevant with regard to treaty obligations of states and decid-
ed on its non-applicability with regard to jurisdictional objections (e.g. in UP and C.D. Holding 
Internationale v. Hungary, ICSID Case No.ARB/14/1, Tribunal considered that „Achmea can-
not excuse non-compliance with public international law“ (Dragiev, 2019, p. 2).

There are also some pending proceedings regarding the ECT. Since the CJEU did not take a 
stand on the compatibility of arbitration clauses in multilateral agreements in which the EU 
(alongside the MSs) is the party, their current status remains uncertain. So far, the most com-
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prehensive ruling on the matter is the Vattenfall v. Germany, ICSID Case No. ARB/12/12 (here-
inafter: Vattenfall). In its ruling the tribunal refused to accept the stand that the EU law makes 
a part of general international law. Also, in Masdar Solar & Wind Cooperative U.A. v Kingdom 
of Spain, ICSID Case No. ARB 1/14/1 (hereinafter: Masadar) the tribunal rejected applicability 
of the Achmea ruling on ECT (Uzelac, 2019, p. 14 and Beham, 2020). 

5. CONCLUSION

The EU judicial system has unique features. It is best described by para. 70 of the Opinion 
1/09 (European and Community Patent Court) according to which the EU has established „a 
complete system of judicial remedies’ for individuals, MSs, the EU institutions and its agencies 
and bodies“. Within that system „the special characteristics of EU law are preserved, the EU 
law is interpreted uniformly and consistently, the EU law is fully applied and individual’s rights 
are judicially protected“ (Ankersmit, 2016, p. 49.). Consequently, according to para. 183 of the 
Opinion 2/13 (Accession to the ECHR), the EU may subject itself to other international courts 
only „if the indispensable conditions for safeguarding the essential character of those powers 
are satisfied and there is no adverse effect on the autonomy of EU legal order“ (Opinion 2/13, 
para. 183). Alteration of this system is only possible by changing the Treaties.

Despite its many advantages with regard to investors, the ISDS clearly does not satisfy the 
above conditions. First and foremost, there is no requirement on behalf of the parties to exhaust 
domestic remedies. Moreover, „fork in the road“ clause requires investors to choose a single av-
enue of judicial relief and prevents them from switching forums after they started the proceed-
ings. Also, tribunals are not a part of national judiciary and as such are not entitled to refer the 
preliminary question to the CJEU. Thus, if parties opt for arbitration, the tribunal may come to 
a different interpretation of EU law (e.g. regarding non-discrimination or FET standard) which 
adversely affects carefully established European judicial system and the autonomy of EU legal 
order.

But besides looking at the Achmea from the standpoint of EU law one might also take a look 
from the standpoint of international arbitration. Under public international law, BITs remain 
valid and binding unless they expire or are replaced with the new agreement relating to the same 
subject matter. Consequently, arbitral tribunals are not bound by the Achmea nor have they been 
convinced by the Achmea. Many of them have rejected the jurisdictional objection and proceed-
ed with the case. Besides, most BITs contain „sunset clauses“ which bind a state to BIT for a 
long period beyond the termination date. 

From the parties’ standpoint, relying on the existing intra-EU BITs has never been more un-
certain. There are several hurdles to overcome regarding the arbitration tribunals as well as 
state courts. In order to mitigate the disadvantages, before the dispute arises, they may consider 
cross-border group restructuring and/or investing through corporate structures located outside 
of the EU. Once the dispute arises it is already too late to do that and the choice amounts to ar-
bitral tribunal or a state court. Post Brexit UK and/or Switzerland might pop up as the obvious 
jurisdictions for restructuring and/or bringing BIT disputes.

However, looking back at the Commission’s activities, even long before the Lisbon treaty, it is 
more than obvious that „the current-model of investor–state dispute settlement has been under 
attack“ (Hirst, Yeow, 2020, p. 3). Starting with the soft law instruments towards acquired exclu-
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sive competence and regulations and directives aimed towards establishment of the permanent 
investment court system, one cannot notice that there is a consistency in the EU’s approach 
towards investment arbitration. And that that approach is antiarbitration one. An insight into 
investment treaties recently signed or negotiated between the EU and third countries (e.g. India, 
Japan, Mexico, Singapore, Vietnam, etc.) (see: http://www.trade.ec.europa.eu, retrieved: 15 Jan-
uary 2020) only confirms this view. CETA and its investment chapters (e.g. two-tiered invest-
ment court system) may be regarded as de facto model for other EU bilateral investment treaties. 
Sooner or later all of pre-existing intra-EU BITs will also be replaced with a single multilateral 
agreement with the same model. The ultimate goal of the introduction of the same model and 
at all levels is to achieve coherency in the EU investment policy. MSs BITs (either intra-EU or 
with the third states) aimed at promoting their specific interests vis-a-vis negotiating partners 
certainly do not fit this scheme (see: https://ec.europa.eu/trade/policy/accessing-markets/invest-
ment/, retrieved: 14 January 2020). 

To conclude, as the time goes by investment arbitration on the territory of EU will most likely 
lose its importance and be replaced with some sort of a court system. Having in mind parallel 
strengthening of litigation and mediation as an alternative to commercial arbitration it is safe to 
say that arbitration in general may easily loose its popularity. 
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Abstract: The aim of this study is to understand the push and pull travel motivations of domestic tourists 
in Hungary and examine its importance in building a positive destination brand of Lake Tisza region 
that will affect the decision process of the individuals. An interview was done with Tisza office to have 
a closer look to the development project of Lake Tisza; the existing brand image of the region was ex-
amined through destination observation and several on-site interviews. The data, collected through an 
online questionnaire and analysed using different statistical methods, shows that the push motivation 
which is relaxing away from the ordinary life is the most important for the domestic tourists in Hungary; 
nevertheless, the pull motivations are the basis which triggers the push motivations. It is suggested to 
brand the destination attributes of Lake Tisza region as a way of relaxing away from the ordinary life. 

Keywords: Push and Pull Motivations, Rural Tourism, Branding.

1 . INTRODUCTION

Development of tourism activities in the rural regions has a substantial position in the na-
tional strategies of counties. Hungary has a development project which is called as Lake 

Tisza Complex Project targeting an increase in the numbers of visitors. It is highly significant to 
create a brand to be different from competitors in order to gain high profits and grow in a com-
petitive environment that intensifies with the development of technology in the global market. 
A brand is an important tool for the marketing of the destinations and its services. In order to 
gain a positive and long-term place in the minds of individuals, destinations focus on brands as 
a powerful resource that can influence the decision process of tourism consumers.

It is known that the concept of brand is not only a phenomenon that has gained importance in 
today’s competitive environment; but also, in the old times the pictures and symbols were used 
to distinguish the products from each other. Branding theory was first introduced in 1950s in 
the context of consumer products; however, in 1990s branding was developed going beyond to 
its limits in that context and started being applied to brand owning corporations (Kavaratzis, 
Warnaby, and Ashworth, 2015). Branding, which was initiated on the ground of determining the 
responsibility for the product, has become a competition issue in which businesses emphasize 
their superiority over each other.

A brand is a wide-ranging term, and many of the characteristics that determine the goods fall 
within the scope of the brand. American Marketing Association, AMA Dictionary defines the 
brand as “a name, term, design, symbol or any other feature that identifies one seller’s good or 
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service as distinct from those of other sellers.” International Organization for Standardization 
(ISO) adds that “a brand is an intangible asset that is intended to create distinctive images and 
associations in the minds of stakeholders, thereby generating economic benefit/values.” How-
ever, the brand is composed of many dimensions such as emotional benefits, user imagery and 
as well as the basic features of the product (Aaker, 1996, p.74). Another definition of brand is “a 
sign or set of signs certifying the origin of a product or service and differentiating it from the 
competition” (Kapferer, 2008). In accordance with Moilanen and Rainisto’s definition, “a brand 
is an impression perceived in a client’s mind of a product or a service. It is the sum of all tangible 
and intangible elements, which makes the selection unique” (2009, p.6).

Branding is a marketing practice that provides significant benefits for product owners, agents 
and consumers. The brand is an element that gives consumers the convenience and confidence 
in terms of quality to recognize and distinguish the products that they will buy. Consumers’ 
perception of the brand and their confidence in the brand are important in the development of 
the product owners’ business image. For this reason, the brand is an important image element 
of the product owner. For agents selling with a specific brand name, the brand is effective in 
generating demand because of that consumers want to take advantage of the benefits of brands.

Since building and managing the value of a brand as the main source of success are increasingly 
fundamental today, destination managers need to focus on the main components of brand and 
develop these components in line with the travel motivations of the individuals in the long term. 
Travel motivations play an important role in generating tourism products for tourists, have a 
relationship with the satisfaction of the tourists and contribute to the understanding of decision 
process of tourists (Crompton and McKay, 1997, cited in Kassean and Gassita, 2013). 

In accordance with Dann (1997), who’s “the push and pull theory of motivations is widely 
accepted in tourism research, multiple factors motivate tourists to visit particular places or des-
tinations, but these factors can be categorised as either push or pull motivations” (Yousaf and 
Amin, 2018). In the literature push factors stands for the internal feeling that drives individuals 
to take travel decisions, on the other hand pull motivations are related to the attractiveness of 
the destinations that leads individuals to travel. 

Crompton (1979) works on a theoretical framework based on Dann’s (1977) study and finds 
the following influencing push motivations; “the desire for escape from a perceived mundane 
environment, rest and relaxation, prestige, regression, health and fitness, adventure and social 
interaction, enhancement of kinship relationships, exploration and evaluation of self, excite-
ment” (Kassean and Gassita, 2013). Yuan and McDonald (1990) determine five push factors out 
of 29 motivational items in their study focusing on the four countries; and the push factors, what 
they identify, are “escape, novelty, enhancement of kinship relationships, prestige, relaxation/
hobbies” (Kassean and Gassita, 2013). Pearce (2002) also develops a framework which lists 
push motivations as “novelty, escape/relaxation, self-actualization, nature, self-enhancement, 
romance, kinship-belonging, autonomy, self-development (host-site involvement), nostalgia, 
stimulation, isolation and recognition” (Kassean and Gassita, 2013). 

“The push factors can be summarized as factors encouraging people to travel, representing in-
dividuals’ socio-psychological needs; in contrast, pull factors are mostly related to destinations’ 
amenities, for example, service quality, prices and infrastructure” (Yousaf and Amin, 2018). 
Weaver and Lawton (2012) recommend that the pull motivation factors can be categorised as 
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“geographical proximity to markets, accessibility to markets, availability of attractions, cultural 
links, availability of services, affordability, peace and stability, positive market image, pro-tour-
ism policies” (Camillo, 2015).

This research has been designed to determine the push and the pull motivations of domestic 
tourism consumers in Hungary to provide guidance in developing the effectiveness of Lake 
Tisza destination brand. This paper will contribute to the theoretical framework by measuring 
the push and the pull travel motivations of domestic tourists in Hungary, and finding a strategy 
to increase the brand awareness. The study aims to provide suggestion for increasing the effec-
tiveness of marketing activities focusing on Lake Tisza Complex Project brand.

Based on destination observations done in the summer-autumn period of 2019, it is seen that 
the region has huge potential for the development of tourism activities and tourists who enjoy 
nature & calm atmosphere and being physically active. First, the number of cyclists draws at-
tention that it is getting higher and higher. According to the interview with the director and in-
ternational relations officer of Tisza Office, the number of cyclists has increased %50 comparing 
the previous year. In the light of data, which is taken from Tisza office, total number of cyclists 
were 30.884 in 2017; on the other hand, total number of cyclists were 56.959 in 2018. In 2019, the 
number is 39,739 which represent the cyclists between January and August. Additionally, ongo-
ing development projects for the region are mentioned during the interview: fish pass (which is 
an ecological project aiming the restoration of the fish migration paths in Danube), development 
of marinas, import of holiday boats, development of cycle path, development of walking and 
hiking path. It is said that the walking path is in a bad condition in the winter season and rainy 
weathers. The project aims to solve this problem in order to provide better service to the local 
people and tourists.

Based on the on-site interviews, Tisza region is not popular as much as Lake Balaton, because of 
the marketing activities. There is an image that Lake Balaton is fancier than Lake Tisza because 
of the infrastructure, vineries and small-sized mountains. However, they mention that Lake 
Tisza is more untouched and has lots of green areas and good for big families. Additionally, it is 
told that the music festival which is organised every year has a good image for them that is one 
of the attributes of the cognitive image and the other mentioned attributes are calm atmosphere, 
fishing, canoe, and cycle area. They see the National Park as an advantage to the destination 
because it is very close to Lake Tisza. Regarding the affective image of the destination, they 
mention that it depends on the time spent there and it is decided that Lake Tisza does not have 
any strong affective and unique image yet. 

In order to reach the local people and Tisza Lake lovers, the questionnaire was shared on many 
Facebook group which are related to the Tisza region. Surprisingly, the owner of one of those 
Facebook group contacted with me and provided information regarding the issue. In light of her 
view, there are a lot of foreign people who has cottages in the region. The common nationalities 
are Dutch, Belgian and German. Interestingly, during the observation period it was seen that 
some restaurants have German menu instead of English; and, there were a lot of German speak-
ing people sitting in the restaurants.

123 valid answers are collected through an online questionnaire and results are analysed using 
different statistical methods. Based on results, woman respondents are 49,59% of the respond-
ents and man respondents represent 50,41%. 25-34 old years respondents consist of 54,47%, and 
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18-24 years old respondents constitute 28,46% of the sample group. 57,72% of the sample group 
live in Budapest. 39,84% of them have bachelor’s degree while 36,59% of the respondents have 
master’s degree. 42,28% of the respondents are single, and 35,77% of the respondents are in a 
relationship. 21,95% of the respondents are married. 86,18% of the respondent do not have any 
child. 43,90% of the respondents are full-time employed and 21,14% of respondents are stu-
dents. 65,04% of the respondents have medium income level.

In order to summarise the collected data, mean is used that is one the measures of central ten-
dency (Nicholas, 1999, p. 14). The mean, which is also called as the “average, is calculated by 
adding all the figures within the data set and then dividing by the number of figures within the 
set” (Kenton, 2019). Based on the mean calculations of the data, the relative importance of pull 
travel motivations for the Hungarian domestic tourists are displayed below.

Figure 1. Mean calculations of the pull motivations.
Source: Own Source

As one can see from the above figure that there are statistical differences between the pull travel 
motivations of the respondents. The most important factor is safety that %69,9 of the respond-
ents choose as very important. Respectively the other “very important” pull motivation factors 
are beautiful landscapes for %67,5 of the respondents, spending time in nature for %58,5 of the 
respondents, destinations’ opportunities for family & friends to have a good time for %63,4 of 
the respondents level, calm atmosphere for %47,2 of the respondents and affordable prices in 
general for %46,3 of the respondents.

In order of long walks & hikes, attitudes of the local people, cultural attractions, local food, 
sustainable development, restaurants in walking distance, beach, responsible activities are very 
close to important level for the respondents; besides, low traveling prices, cycle area, low ac-
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commodation prices, pubs & cafes, local festivals & events, public transport, tourist info, re-
strooms, having a picnic are also close to important level even though it is not as strong as 
previously mentioned attributes of pull motivations. 

Afterwards, traffic structure, thermal baths, water & amusement parks, bike rental, parking ar-
eas, organized trips and other packages, night life, daily organized programs, fishing have neu-
tral impact on the sample group. Fast food, children friendly environment, holiday boat rental 
for a few days, boat & canoe rental have less importance for the respondents. However, as the 
sample group is not composed of families with children, one can assume that the result might 
not show the importance of children friendly environment. On the other hand; it is useful to see 
that for the people who do not have any child, children friendly environment is not important. 

Public transportation accessibility is much more important for younger people, especially who are 
between 25-34 years old. %38 of 25-34 years old respondents see it as very important and %20
,80 of 25-34 years old respondents see it as important. %40,63 of the 18-24 years old respondents 
mark it as very important. Due to the low participant of aged people, it is decided to put together 
the number of respondents who are over 35 years old. Based on that, %14,30 of over 35 years old 
respondents see the accessibility of public transportation as very important. However, parking ar-
eas are more important for the elderly respondents. As %35 of over 35 old years respondents mark 
parking areas as very important and %19,20 percent of them see it as important. Interestingly, 
%8,65 of 25-34 years old respondents see the parking areas as very important; however, for the 
majority of them (%40) parking areas are neither important nor unimportant. For %15,75 of 18-24 
years old people, parking areas are very important and %28,3 of them decide that it is important.

Mean method is also used to summarize the collected data and by the help of the excel program 
the below graph is created.

Figure 2. Mean calculations of the push motivations
Source: Own Source

It is seen that relaxing away from the ordinary life is the most encouraging push motivation that for 
%67,5 of respondents mark it as very important. Additionally, feeling refreshed is very close to the 
relaxing away from the ordinary life. The other pull motivations which are important are being at a 
happy place and sense of comfort, desire of being physically active. Addition to this, feeling like an 
explorer, feeling excitement about the destination, and feeling romance have relatively importance.
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In compliance with correlation calculations of demographic characteristics of the respondents 
and the push motivations on SPSS program, it is seen that household income level correlates with 
the motivation of relaxing away from the ordinary life. For %69 of respondents who have medi-
um income level, relaxing away from ordinary life is very important and %66,70 of respondents 
with low income level see relaxing away from ordinary life as very important. Additionally, %23 
of respondents with medium income level mark this pull motivation as important; and for %25 of 
respondents who has a low-income level relaxing away from ordinary life is important.

Another surprising result is that for the respondents who travel with friends the importance of 
feeling excitement about a rural destination has higher importance; and who travel with family 
feeling excitement is relatively important. %19 of respondents who travel with family vote for 
very important and %38,60 of them vote as important regarding the importance level of feeling 
excitement; %52 respondents whose travel mates are friends see this motivation as very impor-
tant and %28 of them decide that it is important. For the solo travellers it is not very important 
motivation as just %19 of them thinks it as very important and %38 of them see it as important.

The motivation of experiencing mysterious destinations is also respectively important for the 
respondents who travel with friends and family. %48 of respondents whose travel mates are 
friends see this motivation as very important and %24 of them see it as important. %17 of re-
spondents who travel with family thinks it as very important and for %32,50 of them experienc-
ing mysterious destinations is important. %12,50 of the solo travellers it has very importance 
and %38 of them see it as important; however, for the majority of solo travellers (%45) it is 
neither important nor unimportant.

Enigmatically, the motivation of feeling romance in the destination is not important for married re-
spondents. %36 of married respondents think that it has a neutral impact on their decision-making 
process. For %45,50 of respondents who are in relationship romantic image of the destination is im-
portant and %21,50 of them it has very significance. Although %31,50 of single respondents see it as 
neutral, for %29 of them it has importance and for %22,40 of single respondents it is very important.

CONCLUSION

To sum up, based on the questionnaire results, the most important pull motivation is safety that 
%69,9 of the respondents mark it as very important. In order of the other very important pull 
motivations are beautiful landscapes for %67,5 of the respondents, spending time in nature for 
%58,5 of the respondents, destinations’ opportunities for family & friends to have a good time 
for %63,4 of the respondents level, calm atmosphere for %47,2 of the respondents and affordable 
prices in general for %46,3 of the respondents. The most important push motivation is relaxing 
away from the ordinary life for 67,5% of the respondents and the second very important push 
motivation is feeling refreshed in the countryside for 64,2% of the respondents. In the light of 
these results, it is suggested that the branding activities of the Lake Tisza Complex Project have 
to involve influential aspects to trigger those six pull motivations and two push motivations of the 
domestic tourists in Hungary to affect their travel decisions. Especially, the destination attributes 
need to be branded as a way of relaxing away from ordinary life and relaxing in the nature. 

It is expected that the marketing directors and the managers of the project will take advantage 
of this study. For the next study, the researcher aims to build the whole marketing plan of Lake 
Tisza Complex Project.
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Abstract: The primary objective of this paper is to conduct a systematic literature review to analyse 
contemporary scientific literature to determine a list of blockchain IT system implementation critical 
success factors. Scientific literature is available for the critical success factors that are impacting im-
plementation for IT projects in general; however, it is of scientific and practical importance to whether 
these factors and their influence change when it comes to blockchain projects and even to determine 
does some additional critical success factors impact the success of the blockchain information system 
implementation in the smart cities.

Keywords: Blockchain, Smart city, Project management, Information systems, Sustainability.

1 . INTRODUCTION 

Blockchain is one of the most popular buzzwords at the end of the decade. The hype associ-
ated with crypto currencies made blockchain technology worldwide famous. The positive 

aspect of the hype was that many new startups and ideas revolving around the implementation 
of the blockchain technologies arose. However, this hype did a lot for the blockchain technol-
ogy spread but also caused a lot of damage to the understanding the nature of this technology 
and the way it can revolutionize entire business models trough improvement of the information 
systems. Viewed from the information technology point of view, the blockchain is a new way of 
data layer organization, not some magical new paradigm that will change everything and make 
everything else obsolete. Storing data in encrypted, anonymised, append-only, distributed, a 
peer-to-peer database that has computer algorithm for deciding what truth instead of arbitrary 
central authority is a revolutionary leap, but it has to be viewed as an important part of current 
information technologies and systems not per se. Blockchain projects are already implemented 
in many areas, including information systems in smart cities. They are implemented by IT pro-
jects managers and perceived as IT project which they are. The goal of this paper is to attempt to 
identify some additional project implementation success factors that are native to the blockchain 
projects within smart cities or the blockchain projects in general in case that data on blockchain 
projects is scarce. Since blockchain theory is the novel subject of the scientific literature, prac-
tical example and use cases are even more scarce, the authors of these papers will attempt to 
find and examine all available source of information including non-scientific articles and data 
available on the internet.
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2 . BLOCKCHAIN TECHNOLOGY IN THE SMART CITY  
CRITICAL SUCCESS FACTORS

The authors analysed the available scientific literature and other available literature to find 
any additional CSF related to blockchain projects specifically or to determine the deviation of 
strength for any CSF in the list.

Architecture – 
Technology

Software engineers should define criteria for selecting the most appropriate blockchain implementation, 
evaluating the adoption of sidechain technology, or the implementation of an ad-hoc blockchain (Porru, 
2017).
Enhancements in blockchain design are needed to improve scalability by reducing latency, increasing 
throughput and enhancing security. Progress in this domain will expand the technology’s adoption (Schat-
sky & Muraskin, 2015).
Integration in IT architecture, In-house/ internal development, Flexible infrastructure (Holotiuk & Moor-
mann)

Blockchain size 
– throughput

As the blockchain adoption increases, blockchains will grow exponentially, commonly referred to as 
blockchain bloat (Swan, 2015). To become a mainstream technology, blockchains of the future must be 
scalable and fast (Schatsky & Muraskin, 2015). The size of the blockchain ledger is already more than the 
capability of some of smaller devices and may lead to making a vast part of the public unable to participate 
or delays in processing transactions (Innovalue, 2015).
The blockchain technology is still in the early stages of development and faces several technical limitations 
such as throughput (a theoretical current maximum number is seven transactions per second), latency 
(each block takes 10 min to process which means at least 10 min needed for your transaction to be con-
firmed), and size and bandwidth (long time needed to download the entire blockchain) (Wang et all, 2017).
Increased efficiency is anticipated, as “transaction costs are expected to decrease” (with blockchain) 
(Ølnes et all, 2017).

Business model

Traditional business models might not seem applicable to the blockchain, since the whole point of decen-
tralized peer-to-peer models is that there are no facilitating intermediaries, whereas most of the businesses 
are formed around the concept of intermediation (to reduce total transaction cost for the customer while 
earning a fee for themselves) (Prasad et all, 2018). However, there are many worthwhile applications of 
blockchains even in a traditional business (Swan, 2015).
One factor that drives the interest in distributed ledger-based methods is the ease with which they can be 
added to existing workflows and data processing lifecycles (Anjum et all, 2017).

Cloud services 
integration

A key success factor for blockchains in an enterprise is middleware – integration of blockchains with each 
other and with many other systems in real-time, using different technologies and communication protocols 
(Everest Group, 2016).

CASE Tools
Creation of software tools for smart contract languages. The implementation of Smart Contract Develop-
ment Environments (SCDEs)–the blockchain-oriented declination of IDEs–might be pivotal for the build-
ing and diffusion of expertise (Porru, et all, 2017).

Cost-
effectiveness

Therefore, blockchain-based cloud services must be highly cost-efficient, even while scaling up and wast-
ing many computational resources (mining) by design (Swan, 2015).
Not all blockchain projects result in a reduction of costs and blockchain is just one part of a complete solu-
tion (Robben & Verslype).

Energy 
efficiency

Blockchain mining draws an enormous amount of energy, estimated to be $15m per day or even more, to 
compute and verify transactions securely and with trustworthiness (Swan, 2015). There have been some 
work and proposals to improve energy efficiency through economic models (Wang & Liu, 2015), more 
efficient block design (Paul et all, 2014) and faster Bitcoin mining through the simultaneous usage of CPUs 
and GPUs (Anish, 2014).

Industry 
collaboration

Blockchain will be successful if a strong community and value-creating network can be formed (Prasad 
et all, 2018). This will need shared solutions and shared solutions will require governance and consensus 
around technology choices. Industry leaders must collaborate to design the right solutions and should form 
consortia and work with regulators early on (McKinsey, 2015).

Legislation 
– Regulatory 
clarity

Regulatory clarity (or lack thereof) will decide whether the blockchain industry will develop into a full-
fledged industry (or not). Multiple countries have banned or continued to deliberate cryptocurrency-related 
issues (Swan, 2015). Recently, the Union Budget of India 2018 declared cryptocurrencies to be illegal 
tender but supported exploration of blockchain technology (Mathur, 2018).
Forthcoming regulation is likely to influence the future of blockchain as the technology can store substan-
tial amounts of sensitive data, including payment information and customer data (Holotiuk & Moormann).

Metrics
Due to the distributed nature of the Blockchain, specific metrics are required to measure complexity, com-
munication capability, resource consumption (e.g. the so-called gas in the Ethereum system), and overall 
performance of blockchain systems (Porru et all, 2017).
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Modelling 
languages

Diagrams such as the Use Case Diagram, Activity Diagram, and State Diagram could not effectively rep-
resent the blockchain environment (Porru et all, 2017).
Currently, the industry is not providing sufficient use cases which present potential applications within the 
organization (Ølnes et all, 2017).
Focus on the customer when designing use cases (Holotiuk & Moormann).

Organisational 
Structure

The successful adoption of blockchain requires a lot of organisational support in various forms. In all cas-
es, the blockchain adoption is widely supported by the top management and considered important enough 
to invest in the adoption (Holotiuk & Moormann).

Privacy 

There are studies to show experimental evidence on the lack of anonymity in the Bitcoin network and pos-
sibility to do transaction linking to IP addresses (Moser et all, 2013; Koshy et all, 2014; Feld et all, 2014).
The success of the Estonian medical record blockchain project will depend upon its ability to keep medical 
records private while at the same time widely available to medical providers and insurance companies 
(Heston, 2017).
Loss of privacy, trust and confidentiality (Bhargava et all, 2013).

Project 
management

The project management teams are responsible for organisational tasks concerning blockchain (Holotiuk 
& Moormann).

Rich ecosystem Blockchains include several different types of participants as a business network, and its real value is 
achieved when these business networks grow (IBM, 2017).

Security

A Blockchain must guarantee data integrity and uniqueness to ensure Blockchain-based systems are trust-
worthy. The same group of authors, recommend software review as additional development methodology 
(Porru et all, 2017).
Blockchain, especially public ones, has some potential security issues (Swan, 2015).
An improved security perception will be a CSF of blockchain (Prasad et all, 2018; Riggins & Wamba, 
2015).

Sidechain 
Development

Development of sidechains, alternative blockchains with additional features but still linked to Bitcoin, 
could be a CSF for the broader adoption of blockchain technology (Bogart & Rice, 2015).

Standardisation

Industry Standards will need to emerge for better enterprise adoption of blockchain technologies (Everest 
Group, 2016).
There are many types of blockchain available on the market. Consequently, experts are unsure “if block-
chain will become a standard in the banking industry.” (Ølnes et all, 2017).

Team skills

The Blockchain sector will need professional figures with a well-defined skills portfolio com-prising fi-
nance, law, and technology expertise. Skilling up current resources and/or hiring blockchain skills will be 
a CSF for better returns on blockchain investments and, therefore, increased blockchain adoption (Porru 
et all, 2017).
Enterprises will need a smart contracts talent pool that can connect legal text to business logic and convert 
that to a programmed smart contract on blockchain (Everest Group, 2016). 
An acute shortage of available talent for blockchain industry jobs has been reported as a major problem 
preventing wider growth and use of the technology (Castillo, 2017).
Skilled experts in the area of blockchain that may fill existing knowledge gaps are currently expensive and 
rare in the market (Holotiuk & Moormann).

User control of 
data

User control on data will be an important driver for the success of blockchain-based cloud services, as 
that will help assuage user’s privacy concerns with a decentralized system with multiple (and potentially 
unverified) nodes (Bogart & Rice, 2015; Swan, 2015). 

User 
engagement

User engagement is one of the primary success factors defining the success of blockchain technology 
(Prasad et all, 2018).
Blockchain is still an emerging technology for most construction people. Lack of awareness and under-
standing prevents the diffusion of this technology. There are many issues to be resolved before individuals 
would feel comfortable storing their personal records in a decentralised manner with a pointer and possibly 
access via the blockchain (Wang et all, 2017).

3 . CONCLUSION AND FURTHER RESEARCH 

The currently available scientific literature on critical success factors for the software devel-
opment projects can be compared to the list of CSF (critical success factors) authors created. 
Authors in the scientific literature did extensive analysis and created a scientific viewpoint on 
the subject of critical success factors for the project implementation (Sudhakar, 2012; Müller & 
Jugdev, 2012; Ram & Corkindale, 2014). G. Sudhakar (2012) in an extensive literature review 
identified 35 critical success factors based on the past empirical and theoretical studies that 
increase the project success. Software development and implementation CSF will be compared 
to the factors found in this research to detect the overlap of CSF related to blockchain and 
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CSF related to software development and implementation projects. The overlapping CSF is 
Architecture –Technology, Business model, Cost-effectiveness, Cloud services integration, Or-
ganisational structure, Project management, Team competence and User engagement. The rest 
of the factors are primarily associated with the blockchain technology as a factor. Blockchain 
specific CSF are as follows: Blockchain size – throughput, blockchain development and testing 
CASE Tools, Energy efficiency, Industry collaboration, Legislation – Regulatory clarity, Met-
rics, Modeling languages, Privacy, Rich ecosystem, Security, Sidechain Development, Stand-
ardization, User control of data.

In this work software, development and implementation are viewed holistically because of 
their inseparable nature (no software is developed not to be implemented, and successful im-
plementation is the successful result for any software development project). The created list 
is just a literature review of the available literature and has no pretensions to be considered 
as final and whole. This list is a starting point for further research. Additionally, the research 
gathered results from many areas that contribute to smart city components, e.g. supply chains 
that contribute to the mobility of the smart cities but was also broadened by all other available 
resources related to the CSF of the blockchain projects.

Further research should tie blockchain CSF more tightly and specifically to the blockchain pro-
jects in the smart cities and also try to use the scientific method to extract knowledge from 
domain experts that are not researchers.
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Abstract: It is impossible to define entrepreneurship by one unique definition so there are numerous 
definitions that are trying to explain this complex phenomenon. Since defining woman entrepreneurship 
is based on gender determination it is fair to define it as entrepreneurship’ woman activity. With the 
development of democratic society, woman enter the world of entrepreneurship in developed countries 
and start equal competiveness with men in entrepreneurship business after the emergence of centers 
for woman education where they are specialized in marketing, finance, strategic development and man-
agement sector. Democratic and developed urban areas, with developed economies, contribute to wom-
an entrepreneurship aware of its direct impacts on positive economy development on national level. 
This paper is concerned with structural obstacles that include education choices, traditional view and 
stereotypes about woman role in society. Moreover, this paper is concerned with economy obstacles 
together with “soft” obstacles that include lack of access to technical, scientific and general business 
networks as well as lack of business training for woman. 

Keywords: Entrepreneurship, Woman entrepreneurship, Innovations.

1 . INTRODUCTION

Entrepreneurship has been recognized as a vital part for purposive economy system. Small, 
medium and large entrepreneurs create more workplace; they increase the level of export 

and create more innovations. With the emancipations as well as gender equalizations, woman 
entrepreneurship is recognized as an alluring business choice. However, there are still specific 
obstacles specific to woman entrepreneurs. Traditional view of woman role in society still de-
fine the decision of woman education choices. Woman are perceived as less prone to risk and 
hard to balance personal with professional life due to the long hours that most of new innovative 
entrepreneurs need to be prepared for. Moreover, woman found it difficult to access finance for 
starting a business than a man. By eliminating these obstacles, possibilities open for increasing 
the potential and innovative creativity for woman. Woman leadership can facilitate in economy 
growth, overall economy development and help boost the workplace.

This paper is concerned with structural, economy and soft obstacles of woman entrepreneur-
ship. The chapters in this paper are dived in four sections. After the introduction, the authors 
specify woman entrepreneurship in depth. The third section is concerned with the woman en-
trepreneurship in Europe and author provide newest statistical data on woman leadership and 
innovations. The forth chapter, the conclusion, summarizes the whole findings and gives prop-
ositions for further research. 

1 University of Applied Science in Šibenik, Trg Andrije Hebranga 11, 22 000 Šibenik, Croatia 
2 Stjepana Radića 72, 22 000 Šibenik, Croatia

https://orcid.org/0000-0002-5075-6434
https://orcid.org/0000-0002-7243-900X
https://doi.org/10.31410/LIMEN.2019.135


LIMEN 2019 
Conference Proceedings

136

2 . WOMEN ENTREPRENEURSHIP SPECIFICATIONS

Entrepreneurship can be defined as a possibility of creation from nothing, and with that defini-
tion, woman entrepreneur is a person that in that process needs to recognize a chance, ensures 
the creating and division of new value, takes a risk of money, time and reputation in order to 
accomplish a goal. There is no clear scientific relation that could explain the smaller amount and 
impact of women in business world since there are numerous reasons coming from stereotypes 
and values of a society, culture differences and defined opportunities in business world that are 
more suitable to man than to woman who are combining business obligations with motherly 
obligations. Woman entrepreneur do not accept a raw form of business and in economy based 
on profit they bring an orientation toward emotions, satisfaction and accomplishment beyond 
the frames defined by business itself (Batošić, 2018). 

The first article on the subject of woman entrepreneurship was published by the author Eleanor 
Brantley Schwartz titled “Entrepreneurship, a New Female Frontier”. In that article, the author 
comes to conclusion that woman as well as men, are led by same motives for becoming an 
entrepreneur: desire for accomplishment, business satisfaction and independence. Since that 
article has been more than 40 years, the interest of the academic and business community for 
this specific phenomena does not decrease. Research all around the world emphasize the fact 
that entrepreneurship business started by woman are important not only for gender equality but 
for entrepreneurship activity overall and for new jobs opening (Ivanković et al., 2016). 

Some of the women entrepreneurship’ characteristics can be described as following: (Marković, 
2017)

• Work place opened by woman entrepreneur is more secure since woman business are 
smaller

• Women entrepreneurs take more of employees, quality and human relationship
• Woman entrepreneurs are more supportive in their ambitions
• They measure success not only by profit, but also with customer satisfaction, develop-

ment of employee capabilities and good employee relationship
• Women are more prepared for team work, they take care more of organization’ success 

than they personal ego
• Woman are more careful when it comes to taking loans and by taking any professional risk

Picture 1 . 5M of woman entrepreneurship
Source: Brush & Welter, 2009., p. 13. 
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The picture 1. shows Venns’ diagram that clarifies the entrepreneurship activity trough 5M 
organization. To launch certain entrepreneurship activity, three factors are required: market, 
money and management, but for woman entrepreneurship, the addition of two more factors is 
required: motherhood and meso and macro environment. Motherhood is the factor on which all 
other circles overlap - it is a metaphor that represents the contexts of family and household, de-
fines woman position and symbolizes the meaning of gender awareness (Zirdum & Cvitanović, 
2017, according to Brush at al., 2009).

Globalization, rapid technology development and changes in society together with gender 
equalization have direct impact on development of business creativeness and entrepreneurships’ 
potentials for woman in managing individual businesses and management functions (Zirdum & 
Cvitanović, 2017). 

3 . OBSTACLES AND CHALLENGES OF WOMAN ENTREPRENEURSHIP

The main obstacles of woman entrepreneurship can be defined as following: (Ivanković et al., 2016) 
• social obstacles- lack of self-confidence, lack of vision and aspiration, lack of confi-

dence and risk taking activities;
• education and skills – lack of proper education and skills required in entrepreneurship;
• financial obstacles – lack of initial capital and other forms of financing, insufficient 

information concerning possibilities of state financial aid for new entrepreneurs, inade-
quate bank relationship toward entrepreneurs, low offer of entrepreneurship capital for 
starting a business.

Moreover, woman entrepreneurs still have to overcome the difficulties connected with gender 
prejudice from the past together with society inequality that is still present. Main challenge 
in discrimination problem should be handled by legislative power since the problem is among 
small and medium organizations. The legislative power should be responsible for implemen-
tation of state strategies that will solve problems of gender inequality more effectively. These 
strategies should include different society manners, empower woman employment and self-em-
ployment and create programs that will resolve problems of woman entrepreneurship. There 
programs should ensure more just or equal ways of woman employment in business organiza-
tions (Gosarić, 2016., according to Kolaković, 2006). 

Key problems of woman entrepreneurship are: (Batošić, 2018)
• considerable under- representation in entrepreneurship activities 
• considerable under- representation in employment
• lower pays in doing the same or similar jobs as men
• considerable domination in unemployment
• considerable management under-representation
• considerable under-representation in ownership structure of an organization 
• disconnection of activities for empowering woman business
• insufficient coordination and cooperation among implementation of public politics, pro-

grams and initiatives that contribute development of woman entrepreneurship
• insufficient statistical data based on gender.

When starting a business woman entrepreneurs are faced with more obstacles than men. There 
are still present the imposed perceptions and choices that woman have in making a decision 
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about education and these choices determines their possibilities in future concerning employ-
ment. Humble choice and orientation toward certain activities and occupation leads to limita-
tions in business activities in technological intense industry. Beside the stereotype how woman 
does not fit in business world, there are stereotypes about woman in science concerning the 
technology. Woman are marked with stereotypes concerning other possibilities since the belief 
is that woman are limited by time and effort needed for starting a business due to the role of 
mother and house keeper. Stereotypes and limitations are present not only in financing wom-
an entrepreneurship but also in assistance and in mentoring. All of mentioned led to distorted 
woman’ perceptions about themselves that led to lack of self-esteem and capacity for risk taking 
(Batošić, 2018). 

It is more than interesting to look of some facts that determine the increase of woman activi-
ties in entrepreneurship. First characteristic is the fact that comes for different attitude toward 
genders. Second characteristic is concerned with specific entrepreneurship behavior for differ-
ent countries. Moreover, strong impact on woman entrepreneurship has democratic and fam-
ily structured the level of development in countries. In undeveloped countries, the increase of 
number of population is proportionally increased with the growth of entrepreneurship activities 
in both genders that is determined by growth of entrepreneurship opportunities and growth of 
total customer demand. Thereupon, the competition grows as the opportunities for self-employ-
ment. Besides, the discursion involves the differences in birthrate rate so in developed countries 
there is increase of number of non-married woman while in countries in development it decreas-
es in woman activates in entrepreneurship is expected (Marković, 2017).

4 . WOMAN ENTREPRENEURS IN EUROPE

In the research led by European Commission (European Commission, 2014, 15/12, Statistical 
Data of Women Entrepreneurs in Europe) that included 37 countries, from which included 28 
countries of EU and also Albania, Macedonia, Island, Israel, Turkey, Lichtenstein, Montenegro 
and Serbia. The research had shown that in 2012 in Europe – 37, there was 40,6 million of active 
entrepreneurs; 29 % of them where woman. The country with the highest rate of woman in en-
trepreneurship activities was Lichtenstein with 43%, followed by Latvia, Luxemburg, Portugal 
and Croatia with 37%. The lowest rate of woman entrepreneurship in 2012 was in Turkey (15%). 

Most of the men and woman in Europe-37 were solo entrepreneurs – 78 % of woman were solo 
entrepreneurs, and 22 % where employing others as well. In Europe – 37, woman entrepreneurs 
chose following activities: health care activities and social work activities (60%), education 
(55%), only 21 % of woman were in manufacturing industry; 21 % in communication and tech-
nology activities; and only 3% in construction. 

Based on research, 59 % of woman entrepreneurs were in age rate from 25-49, 32 % of them in 
age rate from 50-64, 6 % older than 65, and only 3 %of them from 15-24. In the most countries 
in Europe – 37 woman entrepreneurs were more educated than men entrepreneurs, and the av-
erage education level were among woman entrepreneurs in Estonia, Ireland, Belgium, Germany 
and Luxemburg. The lowest education level, based on this research, was in Turkey, Portugal, 
Romania, Albania and Croatia (Zirdum & Cvitanović, 2017)



WOMAN ENTREPRENEURSHIP

139

5. CONCLUSION

With more educational options and training programs, woman entrepreneurship has become 
one of the leading force for economy of developed countries. However, women still face with 
stereotypes that slows their career success and discourage them in taking innovative actions. 
There is a need for most component leaders on leading positions, whether in business arena or in 
society, and the factor such as gender cannot be perceived as a defect or as an advantage. Socie-
ty cannot prosper without joined participation of men and women in economy decision making. 

The future research should involve the assessment of the active measures such as positive dis-
crimination and measures related to gender equalization in countries that apply these measures. 
Moreover, it would be interesting to research how these measurements have infected women 
entrepreneurship.
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Abstract: One of the most difficult concepts to define and give universal definition certainly is the 
concept of “leadership,” because it is applicable in every aspect of our life. The orthodox meaning of 
leadership is “ for individual within a group to lead and others to follow.” However, here it addresses 
the dilemma of where, exactly the quality of the “leader” or the “leadership” resides. Is it morality 
important for leadership? What about the concept of “ethical consciousness” of a leader? Almost every 
politician we hear today regularly extols the rule of law. However, what does the rule of law actual-
ly mean? We need leaders who better understand the rule of law. This paper will try to find answers 
to very thorny question: If we define leadership as value-based virtue, which values matter most? In 
addition, how do we deal with the most sensitive decisions made by governments, which are currently 
incompatible with the definitions of the rule of law and international law.

Keywords: Political leadership, Idealistic leadership, Morality, Ethics, Rule of law.

1 . INTRODUCTION

The great Nelson Mandela said that, “A leader is like a shepherd. He stays behind the flock, 
letting the most nimble go out ahead, whereupon the others follow, not realizing that all 

along that they are being directed from behind.”

Leadership is one of the most widely studied topics today. Authors are constantly publishing 
articles and books attempting to tackle the numerous variables associated with “successful lead-
ership.”(Waggoner, 2010)

In the existing literature, leadership is defined in so many different ways that it is hard to come 
up with a single working definition. With the changing times, the definition of leadership is 
also changing. In a democratic society a leader is no more seen as a powerful or an influential 
person telling people what to do and what not to. But, in a country where there is no rule of law, 
it seems that the leaders, and in this case political leaders, are still influential and sometimes 
it seems that they have magical “powers” with “idealistic” believes to “hypnotize” people and 
make them believe in the things that they are saying, because those things are the “best” for 
them as citizens and for the whole country.

The purpose of this paper is to shed light on the construct of ethical and idealistic political lead-
ership by reviewing the relevant literature. The aim of the paper include providing definitions of 
leadership, ethical values and describing ethical political leader’s personality.

Leaders in my opinion should operate outside the boundaries of organizationally defined pro-
cedures. As the great Sun Tzu in his The Art of War wrote: „Don’t follow where the pathway 
goes, lead instead where there is no path and leave a trail.” Leadership should involve risk and 
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uncertainty, and the reality of leadership always requires that someone should accept the risk 
as a part of their job, when acting outside the prescribed procedures. But one should always act 
according to the rule of law and never forget the moral and ethical values.

It is said that “part of what makes humans unique is our freedom to determine how we’ll act.” 
Thomas Aquinas, Italian philosopher from 1265-1274 in his work “Summa theologiae” wrote: 
“that our conscience emerged from synderesis which means the ‘spark of conscience’. He lit-
erally meant that the human mind has the ability to understand the world in moral terms. Con-
science was the process by which a person brought the principles of synderesis into a practical 
situation through our own decisions. We have the ability to make practical decision in light of 
ethical values and principles” (The Ethical Centre, 2017)

On the other hand, in Aristotelian ethics, Aristotle (384-322 B.C.E.) is using the word “phro-
nesis”, which is an ancient Greek word for a type of wisdom or intelligence, type of wisdom 
relevant to a good judgment. Or literal meaning “the goodness of practical reason”, or the ability 
to evaluate the situation clearly, so we would know how to act virtuously under the given cir-
cumstances. Science says that our conscience is formed or shaped by experience or by education 
and through that we are aware of the facts, evidence and circumstances which enables us to act 
accordingly. “Seeing conscience in this way is important because it teaches us that ethics is 
not innate. By continuously working to understand our surroundings, we strengthen our moral 
muscle.” (The Ethical Centre, 2017)

Aristotle in his best-known work on ethics, “Nichomachean Ethics” is emphasizing the role of 
habit in conduct. According to Aristotle, it is commonly thought that virtues, “are habits and 
that the good life is a life of mindless routine.” Aristotle also uses the word “hexis” to indicate 
the moral virtue. 

Most of the political debates nowadays, are linked to conscientious objection, to the objections 
on moral or religious grounds or objections for reasons of conscience complying with a par-
ticular requirements. It seems that all of us would like to have an answer to the many questions 
that we constantly ask ourselves, for instance: “Should pro-life doctors be required to perform 
abortions or refer patients to doctors who will? Must priests break the confessional seal and 
report sex offenders who confess to them?” Most of the Western nations, believed in the idea 
that a person should never be forced to do something that is against their deeply held values and 
principle, or simply described as the “primacy of conscience”. (The Ethical Centre, 2017)

Perhaps the subtlest, and therefore most elusive, dimension of leadership concerns values. For 
some, the word „leadership” is a totally value-neutral term. Anyone who influences others is a 
leader regardless of whether the impact is positive or negative. As educator Parker Palmer has 
noted, „a leader is someone with the power to project shadow or light onto the world around 
him. The result can be a world as light-filled as heaven or as shadowy as hell”. (Palmer, 2000)

A leader with an understanding of ethics, a history of ethical decision-making and the ability to 
develop and execute plans of action shows stability, empathy, integrity and resolve. All of these 
traits shown in a leader’s track record will infuse a greater sense of trust within followers. 

Jessica Waggoner in her thesis “„Ethics and Leadership: How Personal Ethics Produce Effec-
tive Leaders” states that: “Without good ethics it is extremely difficult for a leader to develop 
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integrity, authenticity, an identity or other traits that produce effective leadership. Without these 
characteristics it is impossible for a leader to develop trust. Without the glue of leadership it is 
very unlikely a leader will be effective. As you can see, good personal ethics are the backbone 
of effective leadership. “(Waggoner, 2010) 

Piter Van Lockem (2017) in his paper “Legislation against the rule of law – an Introduction” 
writes that the “rule of law seems an important as well as a vulnerable rule. The importance 
depends on whether one prescribes a thick or thin definition of the rule of law. Even in a thin 
concept, according to which the rule of law implies foremost that the actions of government 
officials and those of citizens are bound by the law, the rule of law is of great significance.“ 

The most important requirement made by the international donor-institution and European 
Union, for the countries that want to join the Union is implementing the rule of law. This re-
quirement from the European foreign policy makes the rule of law an export product and has a 
negative implications for the countries that need to implement the rule of law and leaves hardly 
any room for democratic participation in the rule making. “This policy not only undermines de-
mocracy in the receiving countries, but undermines the development of the rule of law as well, 
because of not having a legislation process by which governments and citizens bind each other 
in a mutual and reciprocal context.” (van Lochem, 2017).

In failed states it is even common to ignore the rule of law. However, unfortunately, it seems that 
nowadays, there is a growing tendency political leaders of the countries that are considered to 
be on the top of the rule of law list and countries that are governed by the rule of law, to make 
questionable statements about the rule of law. From their statements we can conclude that they 
actually don’t understand the true meaning of the rule of law. Here are quote parts of actual 
statements from the US political leaders indicating: “‘disdain for the rule of law’, ‘assaulting 
the rule of law’ or even ‘mobilizing for war against the rule of law’”. Political leaders from US 
are not the only ones giving contradictory statements. Media in the European countries, the 
ones that have so many requirement for others on the concept of the rule of law, has recorded 
statements by the EU political leaders “prepared to limit or even act against the rule of law.” 
(van Lochem, 2017). 

One of the cases that is argued every day in the media is the decision of the Macedonian govern-
ment in changing the name of the country. A referendum was held in the Republic of Macedonia 
on 30 September 2018, with voters asked whether they support EU and NATO membership by 
accepting the agreement struck between the Republic of Macedonia and Greece in June 2018. 
A referendum to change the name of Macedonia failed to secure the 50 percent turnout required 
to make the vote valid, with registered voter turnout of 36.8%.

The Universal Declaration of Human Rights recognized that “everyone has the right to take part 
in the government of their country”, and that “the will of the people shall be the basis of the 
authority of government.” The citizens of Macedonia did not give authority to the Macedonian 
Government to change their country’s name and identity. Notwithstanding the will of the people 
expressed in the failed referendum still, the international community and our government are 
pushing for implementation of the Prespa Agreement. So where is the rule of law in all of this? 
Where are the moral and ethical values that governments from European Union are pushing? 
According to European Parliament website, the European Union’s fundamental values are re-
spect for human dignity and human rights, freedom, democracy, equality and the rule of law. 
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These values unite all the member states – no country that does not recognize these values can 
belong to the Union.

The name of Macedonia was changed with a promise of a better future, and without regard to 
the enormous expense to the nation of creating a new, semi-sovereign country, with a new name 
and a new internal and international legal identity.

But, maybe the world leaders that are pushing the implementation of the Prespa Agreement 
have forgotten the legal maxim “Lex iniusta non est lex” originating with St. Augustine and 
used by St. Tomas Aquinas, “an unjust law is no law at all”.

2 . POLITICAL IDEALISTIC LEADERSHIP VERSUS  
PRAGMATIC POLITICAL LEADERSHIP 

According to vocabulary.com. “An idealist is someone who envisions an ideal world rather 
than the real one. Some people consider idealists to be naive, impractical, and out of touch with 
reality. Idealists think that striving for perfection makes the world a better place. In the article 
in Forbes woman, by Susan Gunelius, where she argues which leader is better -- a pragmatic, 
realistic leader or an idealistic, visionary leader, she gives very interesting definition. She writes 
that the idealistic leaders are actually visionary thinkers. “They focus on the big ideas and end 
results with less concern with the steps to get there. Therefore, they can be accused of looking 
through rose-colored glasses when, in fact, they simply “see” the end goal and truly believe 
there is a way to get there.” (Gunelius, 2010)

Antonym of idealist is pragmatist. According to vocabulary.com “a pragmatist is someone who 
is practical and focused on reaching a goal. A pragmatist usually has a straightforward, matter-
of-fact approach and doesn’t let emotion distract him. A pragmatist can also ignore her own 
ideals to get the job done, so in this way it can have a slightly negative meaning. The word is 
often used in reference to politicians to mean that they are either sensible or willing to cut cor-
ners for their cause.” (vocabulary.com) So it seems that most of the political leaders in the world 
politics are not idealist, but pragmatist leaders and they only focus on the processes behind any 
task, initiative, or goal with a main priority just to figure out how the team is going to get things 
done. Without any concern of the rule of law, ethics or moral values. 

As we emphasized before, being ethical is about playing fair, thinking of others and thinking 
about consequences of one’s actions. Ethical leaders think about long-term consequences, draw-
back and benefits of their decisions. For the sake of being true to their own values and beliefs, 
they are prepared to compete in a difference battle, (Mihelic et al, 2010) in our case on the po-
litical arena, where the imperative is: Do what is right.

The criteria relevant for judging ethical behavior of a leader include individual values, con-
scious intentions, freedom of choice, stage of moral development, types of influence used, and 
use of ethical as well as unethical behavior (G. Yukl, 2006). 

Up until now, we agreed on defining leadership as value-based virtue. Professor Donald G. Zau-
derer compares ethical versus unethical leaders and states some of the characteristic behaviors/
values of ethical political leader and unethical political leader. 
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Characteristic behavior of the Ethical Leader Characteristic behavior of the Unethical Leader

“humble person, maintains concern for the greater 
good, is honest and straightforward, fulfill commit-
ments, shows respect for each individual, encourag-
es and develops others, shows courage to stand up 
for what is right.”

“arrogant and self-serving, excessively promotes 
self-interest, practices deception, breaches agree-
ments, deals unfairly, shifts blame to others, dimin-
ishes others’ dignity, withholds help and support, 
lacks courage to confront unjust acts.”

Source: Based on Donald G. Zauderer in his paper  
“Integrity: An Essential Executive Quality,” Business Forum, (Fall 92), pp. 12-16

Values are general principles that guide action. Values are not actions, they are codes which 
underlie the sanctions or punishments for some choices of behavior and rewards for other. 
Throughout history values have sparkled interest of many researchers in various sciences. (Mi-
helic et al, 2010). According to Dolan et al (2006), ethical moral values refer to forms of conduct 
that one has to live by in order to reach desired outcomes in the form of final values.

Stephen Covey is an author on leadership that popularizes the notion that leadership inherently 
involves core values, or principles, that inform the leader’s actions. According to him, the most 
effective leaders are, first models of what he calls principle-centered leadership. „They have 
come to realize that we’re all subject to natural laws or governing principles, which operate 
regardless of our awareness of them or our obedience to them. Our effectiveness is predicated 
upon alignment with these inviolable principles -- natural laws in the human dimension that are 
just as real, just as unchanging, as laws such as gravity are in the physical dimension. These 
principles are woven into the fabric of every civilized society and constitute the roots of every 
organization that has endured.” (Convey, 1996)

3 . CONCLUSION

The art of leading others come from the art of leading oneself 
Philippe Daudi 

The widespread fascination with leadership may be because of the impact that leadership has 
on everyone’s life. Leadership is one of the most discussed topics today. Authors are constantly 
writing articles trying to find the perfect answer to what is a “successful political leadership.”

The degree of ethics in leadership is determined by relevant argumentation and debates. Ethics 
of politics focuses on the relationship between politics and morality. The politics itself cannot be 
exempt from morality, moral standards and principles. We should all agree with the opinion that 
ethics of politics has to focus both on ethics of political virtues (justice, wisdom, conscience, 
law, responsibility, and obligation) and also on ethics of political institutions (moral aspects of 
progress, international politics ethics).

We must conclude that, good political leadership “must include strong morals and be effective 
at the same time because a leader’s role is to utilize tension and conflict within people’s value 
systems and play the role of raising people’s consciousness”. In conclusion, if political leaders 
understand the importance of ethics and ethical behavior that can positively affect leadership 
and when the above mentioned virtues are a priority for leaders, it will result or produce ethical 
and effective leadership. 
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Abstract: The topic of hazardous material management and transport, especially nuclear waste, is 
gaining even more importance in theoretical and professional research, as well as in the everyday life 
in the EU countries, since the awareness of environmental protection and safety is on the rise. Nev-
ertheless, the implications of transport of nuclear waste are an increasing concern of other European 
countries (non EU), especially in the Balkans. Furthermore, this topic has significant political and se-
curity implications on the global level, since nuclear waste storage and transport is prone to potential 
terrorist attacks. This paper analyses current approaches to nuclear waste management and transport 
in terms of its influence on the global security and proposes a model for transportation cycle that has 
implications on the security of the EU countries and the Balkan, non EU, countries. 

Keywords: Radioactive material, Transportation risk model, Nuclear waste management.

1 . INTRODUCTION

The concept of radioactive waste management has been successfully applied to the industry 
and it is an integral part of national waste management strategies worldwide since the mid-

20th century. According to the International Atomic Energy Agency (IAEA), radioactive waste 
means „any material that contains or is contaminated by radionuclides at concentrations or radi-
oactivity levels greater than the exempted quantities established by the competent authorities and 
for which no use is foreseen” (1995: p. 3). The effective management of radioactive waste includes 
a various range of activities from handling, treatment, conditioning, transport, storage and dispos-
al (Saling, 2018). Nuclear and radioactive waste are generally recognized as a pertinent factor that 
directly threatens the air, soil, surface and groundwater, human health and other living organisms. 

Developed industrial countries and international organizations have performed researches that 
have produced a huge number of rules and principles governing the functioning of the radio-
active waste management system. In order to mitigate the unintended consequences of nuclear 
waste, a wide range of measures are in place during the manipulation with waste, especially in 
the process of waste transportation. The question has emerged whether the success achieved by 
radioactive waste management in the developed countries, could be successfully applied (with 
the different approach) in the developing countries. The revision and adoption of the new law 
in 2019 is an important step for Serbia towards strengthening the domestic legal framework 
as well as striving to harmonize regulations with the EU. Additionally, in order to arrange the 
1 University „Union - Nikola Tesla“, School of Engineering Management, Bulevar vojvode Misica 43, 11000 

Belgrade, Serbia
2 University „Union - Nikola Tesla“, School of Engineering Management, Bulevar vojvode Misica 43, 11000 

Belgrade, Serbia
3 University „Union - Nikola Tesla“, School of Engineering Management, Bulevar vojvode Misica 43, 

11000 Belgrade, Serbia

https://orcid.org/0000-0003-1671-2785
https://orcid.org/0000-0002-2938-4373
https://doi.org/10.31410/LIMEN.2019.147


LIMEN 2019 
Conference Proceedings

148

nuclear and radiation protection system as a whole, several strategies are foreseen in the future, 
including the Strategy for spent fuel and radioactive waste management.4 

The goal of this paper is to analyse existing literature on the topic of nuclear and radioactive 
waste management, analyse the perception of the participants in the different scientific and 
practical fields regarding to transportation risk management (TRM), and to develop a model of 
excellence for TRM in line with the future Strategy for spent fuel and radioactive waste man-
agement in the Republic of Serbia. 

2 . THE NATURE OF NUCLEAR WASTE TRANSPORTATION RISK

For the domestic purposes, when it comes to nuclear waste, two terms are relevant and have to 
be explained. First, according to national Law on Radiation Protection and on Nuclear Safety 
(Official Gazette RS, 95/2018, 10/2019), spent nuclear fuel (SNF) “is nuclear fuel that is irradi-
ated into, and permanently removed from the nucleus of a nuclear reactor” (Art. 5). Secondly, 
the radioactive waste (RW) is defined as “radioactive material in a gaseous, liquid or solid state 
whose further use is not planned or intended” (Art. 5).

According to the standards for risk management established by the International Organization 
for Standardization, risk is determined as the result of two factors - the consequences produced 
by materialized hazard and the likelihood of its occurrence (ISO, 2018). In the transportation 
process, a risk analysis should answer the question: what is the degree of probability that the 
emerging hazard will produce an unintended consequences on the values acquired, such as life 
and human health, material goods and the environment?

The transport of radioactive materials is carried out in almost every phase of the nuclear fuel 
cycle, from mining to disposal (Wilson, 1996). It is important to underline that transport does 
not only include nuclear fuel but also includes the transport of other types of radioactive waste 
generated in medicine, industry or from scientific waste generators. Transportation of nuclear 
and radioactive waste is an important process in the overall waste management system. The 
term „transport” in this sense means the transport of radioactive material from the place of 
its generation to the place which is provisionally envisaged for further operations for material 
manipulation or the final place for its disposal. Consequently, it is important to point out that 
there are different types of radioactive waste. Various nuclear waste taxonomies can be found in 
literature. Classification nomenclature for nuclear waste can distinguish waste in terms of three 
different features (Besnard et al., 2019):

• Through the level of radioactivity: low, intermediate and high 
• Through the period of radioactive decay: short-lived and long-lived
• Through the management option: type of storage/disposal facility.

The International Atomic Energy Agency (IAEA) with its General Safety Guide on the Classi-
fication of Radioactive Waste offers an extensive basis of classification. This approach is wide-
spread in use especially among countries that do not have higher-level nuclear waste genera-
tors (Schneider & Froggatt, 2018). Radioactive waste is typically categorized as either low-level 
(LLW), intermediate-level (ILW), or high-level (HLW), dependent on the level of its radioactivi-
ty. Each has its own characteristics and we will represent the IAEA taxonomy and description in 

4 The other strategies that have to be adopted are: Radiation and nuclear safety strategy, Radiation and nu-
clear security strategy, and Existing exposure management strategy.
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this regard (Table 1). For each waste type, there are defined recommendations, procedures, and 
safety standards to minimize the level of unintended consequences (IAEA, 2018). For example, 
transporting a small amount of HLW requires a higher level of safety procedures than transport-
ing a larger quantity of LLW. So, the type of waste will depend on how it is transported.

Table 1 . Waste classes defined by the IAEA
Waste class Typical characteristics

Short-lived low/intermediate-level waste (L/ILW-SL)
Restricted long-lived radionuclide concentrations, e.g. 
long-lived a-emitters average <400 Bq/g or 4000 Bq/g 
maximum per package

Long-lived low/intermediate-level waste (L/ILW-LL) Long-lived radionuclide concentrations exceeding 
limitations for short-lived wastes

High-level waste (HLW)
Thermal power greater than about 2 kW/m3 and 
long-lived radionuclide concentrations exceeding 
limitations for short-lived wastes (includes spent fuel 
and High-level waste)

Source: Adapted from IAEA, (2009: 5-7).

In its extensive historical research of transport incidents, Connolly & Pope have concluded that 
the three main incident’s categories are: radioactive contamination on the surface of the casks 
or the transport vehicles, accidents in transportation route, and the Incidents caused by public 
protests (2016). Contamination may result from the use of inadequate transportation equipment 
(inadequate type of casks) or as a result of damage to casks. Therefore, as one of the mandatory 
preventive measures before and during the transport, the radiation level is measured at 1 meter 
from the transport vehicle (Gelder & Shaw, 2000). Accidents in transportation routes are very 
difficult to predict and eliminate due to a large number of factors that may vary. Population den-
sity, traffic infrastructure level, traffic density, time of day, weather conditions, etc. can cumula-
tively affect the degree of onset of the consequences. There are many risk management options, 
most of them combining different strategies and tools. In order to include different types of 
variables in the analysis, the authors formulate complex models for risk analysis structured as a 
decision support system using intelligent maps and a variety of GIS (Gheorghe et al., 2005; Te-
na-Chollet et al., 2013). Another model is the use of game theory for route planning (Bell, 2007; 
Reilly et al. 2012), or the use of composite risk assessment systems like RADTRAN (Kros & 
Weiner, 2013; Weiner, 2013; Choi et al., 2020). When it comes to incidents caused by public 
protests, it should be emphasized that they were not due to the direct unintended consequences 
of radioactive contamination but because of animosity and negative perceptions of radiation, 
nuclear energy in general, or even because of radiophobia (Connolly & Pope, 2016; Kesavan, 
2017). However, they affect the transport of materials by disabling the normal transportation 
process, delaying it and making the whole process more expensive. Other consequences may 
also arise which have the most severe effects in terms of public order and safety, such as multiple 
injuries and extensive material damage during the 2010 riots in Germany (Weaver, 2010).

The main security concern about the radioactive and nuclear waste management is due to the natural 
characteristics of waste - radioactivity. This means that the waste cannot be completely destroyed as 
other types of waste such as biological, medical or other waste. Consequently, the waste treatment 
technology is actually about translating the waste into a form that meets the safety requirements and 
into a form that is suitable for the final disposal (Oh, 2001). Waste management procedures should 
be carried out in such a way as to take care of the people who manage the waste, the population, 
material assets and the environment. According to Zhang et al. (2000), there are different ways for 
risk valuation, and in they represented seven different models. Erkut et al. (2007) proposed the model 
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which is established on quantitative risk assessment method, and contains three phases: hazard and 
exposed receptor identification, frequency analysis, and consequence modelling and risk calculation. 
However, the risk can be enlightened in more comprehensive approach. International Organization 
for Standardization proposed the risk management model which is established on both quantitative 
and qualitative risk assessment method and contains several phases: communication, establishing the 
context, risk assessment, risk treatment, and monitoring and review (ISO, 2018).

3 . SCOPE OF THE STUDY AND DATA COLLECTION

3.1. Objectives

The goal of the empirical part of the paper is to analyse the perception of the nuclear and radi-
oactive security experts on key factors of nuclear waste risk management with particular em-
phasis on the waste transportation cycle. The data was collected in November 2019 through in 
person semi-structured interviews and the answers have been transcribed by the authors. 

3.2. Survey design

The interviewees were asked to identify the main focal point regarding transportation of the 
spent fuel and radioactive waste management. The questions were specified as follows:

1. Identify the main decisive factors for excellence in nuclear and radioactive waste man-
agement.

2. Identify the main factors for excellence in risk assessment process for transportation of 
the spent fuel and radioactive waste.

The participants were able to give additional comments on the approaches of achieving excel-
lence in spent fuel and radioactive waste management.

3.3. Description of the sample

For the purpose of this study ten participants in different fields were interviewed. The inter-
viewees were members of the fields of security sciences, organizational sciences, transport en-
gineering, and practitioners in nuclear and radioactive security (PNRS) with various education 
and working experience. The data on the demography of the sample are given at Table 2. 

Table 2 . Demographic variables

Code Name Field or sector Position Higher education/ 
working experience(years)

P1 Organizational sciences Assistant professor 6-10
P2 Organizational sciences Associate professor <5
P3 Security sciences Assistant professor 11-15
P4 Security sciences Associate professor 6-10
P5 Transport engineering Associate professor 6-10
P6 Transport engineering Associate professor 6-10
P7 PNRS Logistics manager 6-10
P8 PNRS Logistics manager 11-15
P9 PNRS Security manager 11-15
P10 PNRS Security manager 6-10

Source: Authors
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4 . RESULTS

The participants were identified developing the context, risk assessment procedure, monitoring 
and the evaluation of a whole process as the crucial factor of engineering a model of excellence 
based on ISO standard 31000:2018 principles.

The participants recognized the importance of legislative principles in achieving safety trans-
portation, especially regarding state institutions, and identified the Ministry of Energy, Minis-
try of Interior and the Ministry of construction, transport and infrastructure as the key stake-
holders in radioactive waste management. Among the other stakeholders, the Serbian Radiation 
Protection and Nuclear Safety Agency and Public Company Nuclear Facilities of Serbia play 
one of the most important roles.

The participants recognized industrial production, residues from the medical use, and the use 
of radioactive isotopes in scientific research in Vinca nuclear facilities as the main radioactive 
waste sources.

Definition of the context was recognized as the first step in which all important decisions are 
made regarding the content and purpose of the TRM. At this stage, internal and external risk 
factors are identified. External factors such as traffic infrastructure level, traffic density, lack of 
risk information, weather conditions, public order status and other political factors may directly 
affect the project’s effectiveness. On the other hand, internal risk factors include two groups of 
factors: human (personnel and organization) and technological (equipment and infrastructure) 
factors. All participants agreed that the “context” phase is crucial, and that decisions in subse-
quent phases will depend directly on the decisions made at this stage.

The participants also stated the implementation of both continual internal and external commu-
nication is the important issue in order to implement and coordinate the TRM. On the question 
of defining and prioritizing transportation risks, participants responded that the main risks are: 
traffic accidents, waste leaking, contamination of staff and the population which is in direct 
contact with waste, contamination of emergency service workers, contamination of parts of the 
population, and the contamination of environment as a whole. 

Also, the participants identified evaluation of the whole processes and the detection of the possi-
ble weak points requesting immediate action as important elements of the commitment to qual-
ity transportation risk assessment and identified the Serbian Radiation Protection and Nuclear 
Safety Agency as the key institution. The question of defining the strategies for high-level waste 
has remained open, because there is no such waste in Serbia.

The participants have also stated the implementation of the national educational strategy, con-
sisting not only of the practitioners in nuclear and radioactive security and the staff, but of the 
employers, legislators, community representatives, non-governmental organizations as well. 
The question of the nuclear and radioactive waste risk cartulary has remained open.

5. THE MODEL FOR TRANSPORTATION RISK MANAGEMENT

In the Republic of Serbia the starting point in developing and implementing a model of ex-
cellence for TRM are the standards and principles that are partially implemented in domestic 
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legislation5. According to ISO 31000:2018 principles, the requirements for risk management, 
and the results of the interviews with the participants, the model of excellence for nuclear and 
radioactive waste transportation risk management were developed.

The leaders of a working group should form special teams for the analysis of multiple hazards 
and then agree and determine the final external and internal parameters that can actually con-
tribute to the unintended consequences of radiological accidents.

For the risk assessment process all levels of employees are important, including the driving 
personnel and other stakeholders, especially the employers, legislators, and the community. The 
result of risk identification should specify exactly what types of risks exist, when and at what 
stage they may occur, the intensity of their occurrence and what consequences they may cause. 
After that, an analysis is made in terms of determining the degree of probability and the level of 
negative consequences. Finally, the evaluation process determines the final level of risk, which 
results in an answer to the question of whether it should be tolerated or treated.

Risk monitoring represents a continual review and control of the transportation process as well 
as the risks in order to accurately determine the risk status. The purpose of monitoring is to 
conclude all identifiable parameters from the first phase in order to determine deviations and to 
implement risk treatment in an adequate manner. This is achieved by monitoring the situation in 
real time throughout the whole transport cycle and recording any possible changes to existing or 
new parameters that are not anticipated, but that may contribute to the occurrence of the hazard.

Public or private management should periodically evaluate the implementation of TRM, revise 
basic quality principles if necessary, and suggest changes and improvements of the implemen-
tation process.

Figure 1. Proposed model of excellence for TRM
Source: Authors

5 Some of the domestic legislation regarding to radioactive waste management are: Law on Radiation Protec-
tion and on Nuclear Safety (OG 95/2018, 10/2019), Law on Occupational Health and Safety (OG 113/2017), 
Law on disaster risk assessment and emergency situation management (OG 87/2018), The methodology 
and content of the disaster risk assessment and protection and rescue plan, Law on Transport of Dangerous 
Goods (104/16).
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6 . LIMITATIONS AND SCOPE FOR FURTHER RESEARCH

Like most studies, this research study has its limitations. The sample size is rather small and 
the topic requires a wider sample and implementation of various statistical methods. Further 
research is needed in order to additionally explore on a wider sample the perception of the par-
ticipants on the key elements of excellence in nuclear and radioactive waste management.

7 . CONCLUSION

As a result of accession to the EU, Serbia has had to amend its legislation on radioactive mate-
rial. As part of the trend, important documentation for the country at the strategic level is being 
implemented and one of them is the Strategy for spent fuel and radioactive waste management. 
In the Republic of Serbia, radioactive materials are regularly transported between national and 
international destinations. Packages can include radioactive materials from several sources: in-
dustrial production, residues from medical use, or from the use of radioactive isotopes in scien-
tific research. The transport of nuclear materials is carried out in full compliance with existing 
international regulations that define minimum safety standards for transportation.

Risk assessment based on the ISO 31000 principles have been implemented in various insti-
tutions in different countries and national cultures. As the context of radioactive waste man-
agement is a key element for future strategy, the goal of this research has been to analyse the 
perception of the participants regarding transportation risk management based on ISO 31000 
principles. The interviewees recognized the significance of ISO guidelines and principles and 
identified context determination as the first step in achieving the excellence of the risk assess-
ment. According to the literature review and the results of the interviews with the participants in 
different professional positions, the model of excellence for TRM has been developed consisting 
of the key elements such as context determination, risk assessment procedure, monitoring and 
the evaluation of a whole process.

Also, great effort has to be made in the educational process of employees and those who have 
access to and manipulation of radioactive materials, which is a necessary condition for safe 
transportation. All of these activities have to be built and upgraded parallel with a compre-
hensive monitoring and control system for the transport of radioactive waste, which aims to 
improve the transport service from one, but also to maintain the level of transport safety at the 
desired level. 

At the strategic level, the radioactive transportation system does not represent and should not be 
observed as a rigid system. On the contrary, it should be perceived as a systematical network of 
actors and interested users, on the one hand, and a set of the most advanced legal regulations, on 
the other. Together, they should contribute to transport as efficiently and safely as possible with 
the aim of minimizing the likelihood of causing negative consequences. Therefore, persistent 
communication between the actors and the coordination of activities in all spheres of radioac-
tive waste management, especially during the transport phase, is necessary.
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Abstract: Innovation and creativity represents the key assumption when creating competitive advan-
tage for any of the market participant. It is quite sure that without creativity and innovative products 
and services that already exist or are about to appear at the market, it’s not possible to achieve a 
long-term competitive advantage. The turbulent market and the increasingly demanding consumers 
who have become picky in the mass of products and services that do meet the same need, presently 
the added value and unique characteristics of the products and services have become crucial when 
choosing a product. The purpose of the paper is to highlight the importance of introducing competitive 
characteristics to products and services as well as introducing innovations to Croatian companies. The 
aim of this paper is to indicate that there is a room for improvement when it comes to competitiveness 
and innovation in the Republic of Croatia, as well as for the future predictions within this area. The 
research methodology is based on the application of analysis and synthesis methods, and methods of 
comparison and descriptive methods. 
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1. WHAT ARE INNOVATIONS?

When it comes to innovation then it can be said that they are preceded by creativity. Innova-
tion has a large impact on achieving the positive economic goals of all market players. It 

is hard to imagine that any market economy operator on the market can be competitive without 
the innovation processes, products or services that are subsequently offered to the consumers 
on the market. In the literature there are numerous definitions of innovation. Innovations can be 
viewed from numerous perspectives.

We can observe them in the context of the application of the new technologies, so it can be prod-
ucts and services that are obtained on the basis of the research results. When it comes to tech-
nology, it can be said that it is the knowledge of how to do something (Sikavica & Novak, 1999).

Human capital and its knowledge have a great influence on finding the new innovative solu-
tions. Investments in human capital development are a necessity for the purpose of creating new 
products and services as well as processes. Rightly so, the development of the new products, 
services and processes are of critical importance for growth development and survival of the 
company. Innovations are the most important factor that pushes the company’s goals forward, 
allowing the company to continuously create added value to satisfy the needs of consumers and 
also to satisfied the existential needs of the company (Prester, 2006).

1 College of Applied Sciences „Lavoslav Ružička” in Vukovar, Županijska 50, 32000 Vukovar, Croatia
2 College of Applied Sciences „Lavoslav Ružička” in Vukovar, Županijska 50, 32000 Vukovar, Croatia
3 Regional Wholesale Market Osijek Inc., Ul. Svetog Leopolda Bogdana Mandića, 31000 Osijek, Croatia
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It is quite clear that in modern business conditions, innovation in any field influences on the fur-
ther fate of an enterprise in terms of its survival and competitiveness or its disappearing from 
the market. To recognize customer preferences and to meet their needs better and faster than the 
competition certainly provides a competitive advantage.

To be innovative, by developing new or by improving the existing products, processes and / or 
business, can help the company to recognize and meet the desires and needs of customers, and 
on this way to achieve a competitive advantage (Miloloža, 2016).

At the company level, the innovation is most often manifested through the adoption of new 
ideas or the improvement of an existing product, service, device, system, policy or program 
(Damanpour & Gopalakrishnan, 2001).

Today, market entities are operating in the turbulent market conditions, and as they are oriented 
towards the market, they can be targeted by competitor’s imitators. Each market subject for 
them to understand how good or bad it is, it compares itself with its competitors, and conse-
quently intensely monitors all the steps of a competitor’s appearance on the market. By com-
paring the company with its first competitor, company has been made aware of its qualities and 
advantages, but also those of its competitors.

Comparing and monitoring competition is not an obstacle to incite innovative product or service 
solutions, but even the opposite: it can be an extremely good incentive to find better innovative 
products and services by adding unique features that are hard-to-imitate. What is found to be 
more difficult to imitate competition in any of its segments, in fact we ensure our competitive 
advantage over the long period of time.

Market entities should clearly understand what kind of innovation they want, and also what are 
the results of the innovation they do expect. It is therefore recommended that each economic 
subject develops a set of questions to ask themselves about the goals that innovation seeks to 
achieve:

1. How much will innovation cost?
2. For how commercially visible will it really be?
3. How much will it contribute to the value: i.e. how much will it be worth if realized?
4. What will be learned in case the innovation fails to implement? (Dess, Lumpkin, & 

Eisner, 2010).

Before we get on to the process of innovation, it is completely compulsory to examine all the 
possibilities and look at the situation in which the market subject will find itself even in the case 
innovation do not live up to the market.

Crawford (1994) lists five dimensions (see figure 1), by which it defines a new product.

Building a success is possible on all dimensions, however, the range in which something is de-
fined as a new product goes from products for which they were made  minimum readjust-
ments, to the product that is completely new when we’ve come across it and also familiarized 
with all its characteristics (Grbac, Dlačić, & First, 2007).
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It must be noted that the market as well as the consumers, i.e. the buyers must be ready for a 
new and innovative product, because otherwise if the company launches an innovation on un-
prepared market with unprepared customers to accept such innovation, we may finish with the 
negative results instead of the expected positive ones. 

Figure 1. The five dimensions that define a new product
Source: Crawford (1994), New Products Management, adapted.

„Not every company that succeeds at shipping its innovative product to market manages to de-
rive benefits from this innovation. If a new product offers features that customers do not either 
understand or appreciate, it will not manage to attract customer attention. This happens when 
a company inaccurately predicts consumer preferences and market demand developing a prod-
uct that customers either do not want at all or are not ready for yet” (Khessinaa, Goncaloa, & 
Krause, 2018).

1.1. Innovations in the Republic of Croatia 

According to data released from the Croatian Central Bureau of Statistics (2018), in relation to 
what has been reported in this First Release was the outcome of the survey on innovation ac-
tivities and enterprises that was conducted from 2014 to 2016 on a sample of 4500 enterprises. 
According to this survey, innovative enterprises are defined as enterprises that introduced either 
a product or process innovation, or organizational or marketing innovation that was given in 
the course of the reporting period. Between 2014 and 2016, there were 43,4% of innovative 
enterprises in the Republic of Croatia.

The share of innovative enterprises grows with the enterprise size. There were 40,5% small, 
53,0% medium - sized and 71,7% large enterprises that were innovative. Industrial enterprises 
had the largest share in innovation activities (47,7%), while 40,8% of service enterprises were 
innovative.

Market subjects invest energy in creating innovative activities, but there is still a room for fur-
ther improvements. 
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According to the Strategy for innovation encouragement of the Republic of Croatia 2014-2020, 
is clearly indicated the importance of applying innovations in the economy and in all fields of 
work. It was adopted in December of 2014, and it seeks to focus on the long-term development 
and systematic stimulation of innovation as a fundamental value for the success of the economy, 
but also of society as a whole.

When we considered the situation in the Republic of Croatia, there is also a tendency to improve 
the innovation system and also the legislative and fiscal framework, to determine the method 
of communication and models of cooperation between the public, scientific and research sec-
tor and the business sector in order to develop new products, services, business processes and 
technology, as well as the way of application results of scientific research work in economy and 
society as a whole (Ministry of Economy, Entrepreneurship and Crafts, 2018).

The innovation processes in the Republic of Croatia needs to be better communicated with the 
public and the real sector needs to be better and more closely linked to scientific institutions for 
better synergy. Innovation is the driver of development of any economy. It is a prerequisite for 
creating a competitive advantage, so it needs to be very carefully studied and prioritized.

2 . THE CREATIVITY AS A BASIS FOR INNOVATIONS

Creativity represents a driving force and an endeavour to offer something new and different to 
the market or to the consumers. Creativity observed as a skill or capability is highly desirable  
and today is encouraged in almost all areas of business. There are numerous definitions found 
in the literature that describes creativity.

Creativeness is the ability to create unique and new solutions, ideas, products and the like. The 
results must be original and statistically rare to find. A creative work in particular culture must be 
judged as valuable, useful, and usable (in the field of the activity in which it has originated), i.e. 
what is new or different is not always creative but is often unaccepted or weird. Creativity includes: 
creative products, creative individuals (or groups), creative processes and the creative environment. 

The course of creative thinking is a process that has a creative outcome and has several stages: 
preparation - familiarizing with the problems or issues and preparing to solve them; incuba-
tion - in contemporary cognitive psychology it’s a part of the process in which parallel mental 
associations do occur; insight - sudden, rapid solution; evaluation and elaboration - translat-
ing the solution into an environmentally friendly product. It is not necessary for the creative 
process to have all these changes. In psychology, creative thinking is equated with divergent 
thinking, which is: flexible, fluent and original. Inventive and creative thinking is the process of 
connecting concepts and things in a new and unfamiliar way, by noting connections between 
phenomena and things that are not always obvious. Intellectual development (or the so-called 
convergent thinking) and creativity are not interrelated, but a certain level of intelligence is 
necessary precondition for creativity. It has not been proven that a special personality structure 
exists in persons who are called „creative personalities”. Today, modern psychology holds that 
for the most people are creative (Miroslav Krleža Institute of Lexicography).

Creativity is most often viewed through two conceptual frameworks: 1) as a creative potential, 
that is, an individual’s ability to create something new and useful, which is most often measured 
by divergent thinking tests, and 2) as a creative achievement - the realization of those ideas as 
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useful achievements, which are most commonly measures through self-assessments of accom-
plishments across different fields of human activities (Jauk, Benedikt, Dunst, & Neubauer, 2013).

The creating of new ideas and solutions is a necessity for survival on the market. Without crea-
tivity that is associated with innovation, new products and services cannot be realised. There is 
a need to reflect in this direction and to stimulate creativity in order to reach full expression in 
all business areas. It is necessary to be aware that in every individual lay a potential for creativ-
ity that needs to be developed and encouraged, that is, to use creative processes when solving 
business problems.

3 . ENCOURAGING THE CREATIVITY AND INNOVATIONS  
– THE COMPETITIVE ADVANTAGE 

The creation of a sustainable competitive advantage is the desire of every market entity, and to 
maintaining it over time poses a real challenge in business. Being competitive implies that the 
market entity is successful on the market and that it achieves the previously set goals. No mat-
ters in which industry they compete some of the businesses are more successful, more profitable 
and more visible than the others. 

Competitive advantage brings value to the customer in a better way than competitors. For the 
value that gets the customer is willing to pay. If the value is higher than expected (than that was 
expected by the buyer), the market entity has an advantage over other competitors.

According to Porter (1985), the competitive advantage starts from the assumption that it can come 
from many different sources, and it shows how such advantage can be related to certain activities, 
but also to the way in which these activities are related to each other, and to supplier and customer 
activities. Porter distinguishes two types of competitive advantage: low cost and differentiation.

An innermost issue in a competitive strategy is the relative position of companies within the 
industry. By positioning we determine whether a company’s profitability is above or below the 
industry average. The company that is well positioned can earn higher rates of return, even if 
the industrial structure is unfavourable and the average industry profitability is modest (Vrdol-
jak Raguz & Tolušić, 2012).

How competitive advantage can have a foothold from several sources, one of the sources of 
competitive advantage is offering innovative and creative solutions for the product or service 
that will represent value to the consumer. By fostering a creative mindset, it will lead to inno-
vation, and then to the competitive advantage. Therefore, market participants should focus on 
these two areas in order to, as a logical sequence, derived competitive advantage.

4 . THE COMPETITIVENESS OF THE REPUBLIC OF CROATIA

World Competitiveness Report 2017-201814 shows that amongst the TOP 10 most competitive 
countries in the world are: Switzerland, the United States, Singapore, the Netherlands, Ger-
many, Hong Kong, Sweden, the United Kingdom, Japan and Finland. Estonia is on 29th place, 
4 Competitiveness Assessment and Measurement Methodology - The results of the Report are based on a 

survey of businesses in 14 000 enterprises worldwide, encompassing the statistical data from 2016 and 2017 
and data from international organizations: World Bank, OECD, IMF, WHO, UNESCO. In the spring of 
2017, 84 heads from the business sector were interviewed in Croatia. This report includes 137 countries.
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Czech Republic on 31, Poland 39, and Lithuania on 41st place. Circle of TOP 50 enclose Slovenia 
on 48th place and Bulgaria on 49th. Romania is at 68th place. Croatia is ranked 74th in the group 
of Albania (75), Montenegro (77) and Serbia (78).

When considering that Croatia remains 74th in terms of global competitiveness, it can be said 
that its economy is stagnant. In order for Croatia to be on the path of growing Central and East-
ern European transition countries, the medium-term (2020) or at least the long-term goal (2025) 
should be entering in the TOP 45 countries. The question is only where those countries will be 
then. Competitiveness is measured not only through domestic improvements, but also through 
leaps that are relative to others. This is why far greater ambitions and holistic approaches to 
public policy are needed than more moderate reform moves.

Data for Croatia are provided by the National competitiveness council (NCC), which emphasiz-
es, among the other things, that is necessary: ‘’Together with the development of the scientific 
and educational system, to strengthen the technological readiness of the economy to apply new 
knowledge to the creation of new products and services that will, through deeper specialization 
and growth of productivity, enable successful entry of companies into new markets. It also 
should be encouraged export oriented direct foreign investments to enable the production of 
higher end value-added goods and to have a positive impact on the level of competitiveness.’’ 
(Economic Lab & Policy Centre, 2017)

The Republic of Croatia needs to move towards increasing competitiveness in all areas, together 
with the competitiveness of new products that may emerge as a result of innovations, which will 
then form basic for creativity and innovations. Therefore, it is imperative that the management 
of each market subject, regardless of whether it is a product or a service, places particular em-
phasis on these major factors that can affect greater competitiveness, not only at the company 
level but also at the national level. 

Management of innovation and new products requires special attention, so today we can talk 
about management of innovation where the main purpose and meaning will be to offer to the 
market a new product or service that will be characterized by a unique exceptionality, with im-
proved quality and a modified product and services which will stand out from the competition.

5. CONCLUSION

Creativity and innovations are prerequisites for creating a competitive edge. They represent an 
opportunity to move the Republic of Croatia closer to the countries that are at the forefront of 
competitiveness.

It can be said that through innovation creates opportunities for the market subjects to maintain 
competitive advantage. In order to achieve a competitive advantage, it is necessary to work 
more and better on creative ideas and solutions. The role of the state is of great importance in 
achieving competitiveness, because through certain measures and incentives, it can directly 
positively influence on the aforementioned, i.e. to stimulate a positive environment and bid fi-
nancially support innovative solutions of market entities, new products, services, etc.

Lifelong learning also plays an important role in society and should be imposed stronger and 
better in order to deliver results in the field of innovation. Connecting of scientific institutions 
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and the private sector is one way of working together that can bring benefits to society as a 
whole, but also to the realization of their own interests and goals.

The quality of products and services, apart from innovative solutions, must be the foundation 
of everything. Without an adequate level of quality, competitiveness cannot be achieved. For 
products and services except that they should meet the needs of the consumers they should also 
have unique features that will set them apart from other available products on the market.

It is quite certain that long-term competitiveness has its starting point in both quality and inno-
vative solutions.
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Abstract: The purpose of this paper is to analyse the link between microfinance and tourism, explain-
ing how microfinance institutions (MFIs) in Albania are supporting the development of tourism through 
providing microcredit to small tourism enterprises.

Microfinance can offer low income people specifically those called un-bankable, the necessary financial 
support to enter entrepreneurship activities in tourism sector. On the other side, tourism development can 
contribute to reduce poverty through economic development especially in rural and mountainous areas.

Primary data are used to show a descriptive panorama of the two main variables and a casual analysis 
is done through secondary data on tourism and microcredit sector in Albania.

Using a Linear Regression Analysis, it is evidenced a relationship between the two analysed variables.

Keywords: Microfinance, Microcredit, Tourism, Linear regression.

1 . INTRODUCTION

Albania has made remarkable economic progress during the past three decades. Due to the 
strong growth performance, Albania grew from one of the poorest nations in Europe to a 

middle-income country, with poverty declining by half during that period.

However, Albania’s growth model needs to shift from consumption-fuelled to investment- and 
export-led growth. The new model will need to help those people with less access to economic 
opportunities to contribute to, and benefit from economic growth4.

More than half of the population live in rural areas, where slightly less than one fifth of Gross 
Domestic Product (GDP) is generated in agriculture, which, following transition, is now almost 
exclusively based on very small-scale and typically fragmented farming units. 

The Albanian government has identified tourism as a key economic sector, touting its potential 
to spur development of the entire country. Located in the Mediterranean region, Albania could 
well represent Europe’s last tourism “secret.”5

1 “Marin Barleti” University, Rruga Sami Frashëri 41, Tirana 1000, Albania
2 Agriculture University of Tirana, Kodër Kamëz, SH1, Tirana 1000, Albania
3 “Marin Barleti” University, Rruga Sami Frashëri 41, Tirana 1000, Albania
4 https://www.worldbank.org/en/country/albania/overview/December 2019
5 https://www.export.gov/article?id=Albania-Travel-and-Tourism/January 2020
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Chart 1. GDP per Capita (USD) of Albania6

Whereas tourism has been variably heralded and cursed as a solution to development, sustaina-
ble tourism, notably with a pro-poor approach, has recently begun to celebrate successes based 
on local participation and resources, equitable partnerships, and the maintenance of cultural and 
environmental integrity of a location. 

Referring the GDP structure of Albania, about 50% comes from Service, 20% from Agricul-
ture, same percentage from Industry and some rest from other activities (Chart 2).

Chart 2 . GDP of Albania per sectors (2018)7

The sustainable tourism for development is suggested as an entrepreneurial, locally rooted, and 
locally defined solution, contributing to poverty alleviation through economic and social bene-
fits similar to a social business.

The tourism industry is seen as a promising sector for developing countries. Evidence of successful 
growth through tourism in developing countries is usually given by increased numbers of interna-
tional arrivals and gross tourist expenditures in hard currencies. International tourism arrivals to 
developing countries have increased by 6.5 per cent annually since 1988, a higher rate than average 
world growth of arrivals. Income through international visitors is representing a large component 
of international exports in the Least Developed Countries (Denman et al. 2004, WTO 2002a). 

6 http://www.worldbank.org/November 2019
7 https://www.statista.com/December 2019
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The number of tourist arrivals to Albania reached nearly 6 million in 2018, a 15% increase over 
2017, many of whom were visitors from neighbouring countries. A growing number of U.S. 
citizens also visit Albania, particularly the southern coastal region, as part of day-excursions 
from Corfu, Greece.

Chart 3. International tourism, number of arrivals8

According to the 2019 World Travel and Tourism Council Report on Albania, travel and tour-
ism receipts in 2018 reached $4.27 billion, or 27.3% of GDP. Tourism service exports generated 
$2.15 billion in 2018, or 48% of total exports9.

Many researchers have indicated that tourism on its own cannot be an explanation for special-
ised tourism countries achieving higher growth rates. It appears that faster growth rates are 
more related to the fact that some economies are more open and liberalized than others. 

Tourism is a service industry and benefits strongly from liberalized and open economies. Also, 
specific factor productivity plays an important role in materializing growth, e.g. the extent to 
which tourism growth leads to more demand for human resources and human capital accumu-
lation. 

The liberalization of developing economies usually starts with the modernization of their do-
mestic financial markets. There appears to be a positive relationship between open and modern-
ized financial markets and poverty alleviation. When it comes to the relationship with poverty 
alleviation, the main topic is to provide poor people with access to financial services. This is 
mainly promoted through Microfinance Institutions (MFIs).

Microfinance can offer low income people specifically those called un-bankable, the necessary 
financial support to enter entrepreneurship activities in tourism sector. On the other side, tour-
ism development can contribute to reduce poverty through economic development especially in 
rural and mountainous areas.

8 http://www.worldbank.org/November 2019
9 https://www.export.gov/article?id=Albania-Travel-and-Tourism/January 2020



LIMEN 2019 
Conference Proceedings

168

2 . ECONOMIC DEVELOPMENT AS A RESULT OF TOURISM

Derived Tourism is a major engine for job creation and a driving force for economic growth and 
development, as highlighted by recent figures.

Chart 4 . New jobs created per loan as per sectors  
supported by Microfinance Sector in Albania

According to the World Travel and Tourism Council data, in 2015 tourism directly created over 
107 million jobs (3.6 per cent of total employment representing 3 per cent of total GDP) and 
supported (directly and indirectly) a total of 284 million jobs, equivalent to one in 11 jobs in the 
world. By 2026, these figures are expected to increase to 136 and 370 million jobs respectively 
representing one in nine of all jobs worldwide10.

If we see the figures in Albania, from every loan disbursed by MFIs in tourism sector in Alba-
nia, there were created 3,11 New Jobs (Chart 4).

These statistics highlighting the significant contribution of tourism to employment and GDP 
speak for themselves. Furthermore, it is essential to make sure that the growth and development 
of this sector is sustainable, socially responsible and creates decent work opportunities.

Chart 5. Number of jobs preserved per loan as per sectors  
supported by microfinance Sector in Albania

Also, evidences from Albania showed us that from every loan disbursed by MFIs in tourism 
sector in this country, there were preserved 2,56 Jobs (Chart 5).

10 https://www.ilo.org/global/about-the-ilo / January 2020
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3 . ECONOMIC DEVELOPMENT AND FINANCIAL SECTOR

A well-functioning financial sector is one of the cornerstones of long-term economic growth in 
a national economy. Financial services are the “gearing oil” of an economy. 

It can have positive impacts on capital accumulation and on the rate of technological progress. 
In order to support and stimulate economic growth in an economy, financial intermediaries like 
commercial banks and savings- and credit cooperatives are needed to the effect of:

• Savings mobilization,
• Provision of loans to stimulate and facilitate economic growth,
• Management of risks,
• Provision of information on investment opportunities,
• Monitoring of borrowers,
• Facilitation of exchange of goods and services.

The number of banks in Albania declined to 14 in 2018 due to the acquisition of two foreign 
subsidiaries in the Albanian banking system.

Compared to the banking sector, the non-bank financial institutions account for a small fraction 
of the financial system when measured by asset size. Currently, there are 30 non-bank financial 
institutions and 13 savings and credit institutions. 

Despite the large number, their financial activity is relatively small. The total assets of non-bank 
financial institutions account for around 3.9% of GDP as of 201811. 

Chart 6 . Gross Loan Portfolio of MFIs12

According to figures from the World Bank, we can evidence an increase in the Gross Loan 
Portfolio of the MFIs in Albania (Chart 6). 

The trend was quite positive from 2001 to 2009 with such a big increase of the loan portfolio of 
MFIs, and after 2009 we still had an increase but with some changes such as in 2011 and 2016 
when we evidenced small decreases.

11 https://www.ebf.eu/albania/December 2019
12 http://www.worldbank.org/November 2019
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4 . RELATIONSHIP BETWEEN MFIS PORTFOLIO  
AND TOURISM DEVELOPMENT

We have taken two variables to analyse the relationship between microfinance and tourism:

 X - Gross Loan Portfolio of MFIs,

 Y - Number of tourists entering Albania.

In order to explaining how microfinance institutions (MFIs) in Albania are supporting the de-
velopment of tourism through providing microcredit to small tourism enterprises we made a 
Simple Linear regression between these two variables, as it is described in the chart below.

Chart 7 . Number of tourists entering Albania to Portfolio of MFIs

We can see a positive relationship between number of tourists entering Albania and loan portfo-
lio of MFIs in Albania (Chart 7). This relationship seems to be at an average level but positive, 
meaning the increase of the crediting by Albanian MFIs will bring more tourists in this country.

This is because as MFIs increase their portfolio, they credit more the tourism sector in Albania, 
supporting so the small investments in tourism sector to better perform their service and mostly 
to increase their capacity.

The increased capacity in tourism means bigger offer for tourists entering Albania adding also 
the improvements in service quality.

This in return brings job creation, more sales of related products on the whole tourism value 
chain and respectively economic development of the country.

5. CONCLUSION

Microfinance institutions (MFIs) in Albania are supporting the development of tourism through 
providing microcredit to small tourism enterprises. 

It was evidenced that microfinance sector in Albania is creating 3,11 New Jobs and preserving 
2,56 Jobs from every loan they disburse in tourism sector in this country.
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As collected data have shown, there is an average positive link between loan portfolio of Alba-
nian MFIs and the number of tourists entering Albania during the last years.

That means extending the loan portfolio of MFIs can have a positive impact of increasing the 
investments and entrepreneurship in tourism sector in Albania, increasing and improving the 
tourism offer of the country, which in turn results in bringing more tourists to the country de-
veloping greatly the whole country’s economy.
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Abstract: The pension system is a very important part of every national economy, not only economi-
cally, but also socially and financially. It is known that the first pension in Serbia was paid back in 1833. 
by Milos Obrenovic, so it would be rightly expected that today, after almost 190 years, that there is a 
stable public pension system that provides security for today’s and future retirees.
It should be noted that in Serbia there is a fear among the population related to private pension funds, known 
in the literature as the third pillar of pension insurance. Fear is a product of insufficient financial literacy and 
awareness, on the one hand, but also of the decades-long term to which this insurance applies, on the other.
The problem of the existing public pension system, which is referred to in the literature as „pay and 
go”, and is also known in practice under the pseudonym „flow boiler”, is its unsustainability. Back 
in the days when a contribution-based insurance system was being developed in Germany, Bismarck 
envisaged the limit to which the system could operate. This system is suitable for emerging economies 
and demographics for the benefit of the young population, that is, as long as the number of employees 
and retirees is 4:1. Difficulties arise when the ratio of employees to retirees is 3:1. The official ratio of 
employees and pensioners in Serbia is 1.2:1, indicating that a collapse is inevitable.

Keywords: Pension system, Employee-pensioner ratio, Demographic structure, PIO contributions.

1 . INTRODUCTION

Serbia is like most EU countries faced with numerous problems of the public pension system. 
As far as the PAYG system was good while the number of employees who pay contributions 

was higher than the number of pensioners, so it shows great weaknesses when approaching this 
magnitude. Nonetheless, it is generally known that the deficiency of the public pension system 
stems from the fact that the fund’s assets are not invested, but are used for current pension 
payments to pensioners. All EU countries, including Serbia, are awaiting a new reform of the 
pension system in order to make it more sustainable for future generations. It is also the answer 
to the question why 14 years after the introduction of the third pillar of Serbia did not try to in-
troduce the second pillar. At this point it is almost certain that the second pillar pension scheme 
would not bring great benefits.

We like individualized security in exercising the right to pension emphasis should be placed on 
voluntary pension funds. Those in Serbia recorded a certain growth rate and agreements and 
membership, but the mass education on this issue is more than necessary. The authors believe 
that the shares of these funds in Serbia would be greater if the poverty is lower. 
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2 . DEMOGRAPHIC PICTURE OF THE REPUBLIC OF SERBIA

In the last few decades, Serbia has been suffering from demographic processes that are char-
acteristic of almost all European countries. Such a picture is characterized by a process of 
constant aging of the population, resulting from low fertility rates and an increase in life expec-
tancy. Also, the total population of the Republic of Serbia has been declining due to migration, 
which has been particularly pronounced in recent years.

According to a statement issued by the Statistical Office of the Republic of Serbia in June 2019, 
the estimated population in Serbia in the previous year was 6,982,604. Looking at gender, 51.3% 
are women, or 3,580,898; while 48.7% are male, or 3,401,706. The statement points out that 
the depopulation trend is continuing, which means that the population growth rate is negative 
compared to the previous year and amounts to -5.5%. Retrospectively, by year, there were 
7,236,519 inhabitants in Serbia in 2011, 7,201,497 inhabitants in 2012, in 2013 the population 
was 7,166,552, in 2014. there were 7,131,787 inhabitants, in 2015. the population was 7,095,381, 
in 2016 there were 7,058,322 inhabitants, in 2017 that number was 7,020,858, while in 2018, 
Serbia had a population of 6,982,604. The graphical representation is given in Chart 1.

Chart 1 . Estimated population in the Republic of Serbia 2011-2018
Source: SORS

According to Kovačević, Gavrilović et al. (Kovačević et al.; 15) the most important feature of 
the movement of the projected population of the Republic of Serbia over the next forty years is 
the continuation of the process of depopulation. Their projection is based on five assumptions:

• Realistic, which is the basic projection;
• Low Fertility Projection;
• High Fertility Projection;
• Projection of zero migration balance; and
• Projection of constant migration balance (status quo).

Table 1 .1 - Population projections in Serbia
Projection variant 2015. 2020 . 2030 . 2040 . 2050. 2060 . Growth index 

(2015=100)
Real 7.095.381 6.858.597 6.338.252 5.906.790 5.688.346 5.569.805 78,5
Low Fertility 7.095.381 6.853.692 6.308.937 5.813.116 5.470.912 5.185.332 73,1
High Fertility 7.095.381 6.865.943 6.393.056 6.023.178 5.881.760 5.880.467 82,9
Zero migration balance 7.095.381 6.914.805 6.544.343 6.125.551 5.783.179 5.461.742 77,0
Constant 7.095.381 6.834.893 6.205.379 5.443.626 4.699.619 3.957.923 55,8

Source: (2018) Economic, Demographic and Social Effects of Different Scenarios  
for Normalizing Relations between Belgrade and Pristina, Open Society Foundation, p. 15
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According to the results of the projections, the population of Serbia would increase by 2060. It 
could range from 3,957,000 (the status quo) to 5,880,000 (the high fertility variant).

2.1. Number of employees and pensioners

The basic indicator of regional economic developments should be to monitor the dynamics of 
the wage bill by municipalities. This indicator is also suitable for measuring the performance of 
local authorities in economic development, as well as for measuring the effects of government 
measures, both through public sector employee remuneration policies and through the ability 
to attract investment to specific municipalities. In Serbia, big cities such as Belgrade, Novi Sad 
and Nis differ in the structure of employees from the rest of Serbia. However, this is not the case, 
and it is similar to all urban capitals and major centers of Europe. However, the main difference 
from the rest of Serbia stems from the decreasing share of employees in the processing industry 
and in agriculture, and a larger share of employees in almost all services.

The last two decades for Serbia have been characterized by the number of breakdowns of in-
dustrial giants in medium-sized cities. On the other hand, there has been a rapid development 
of the service sector in Belgrade and Novi Sad, especially in the areas of finance, trade, trans-
port, management, medical and other services. Looking at these two fundamental changes - the 
breakdown of industry in major cities and the rapid development of Belgrade and Novi Sad, 
there is a marked dying out of more than half of the municipalities in Serbia, characterized by 
a relatively small population (below 50,000) with a predominantly agricultural orientation and 
one or two factories shut down, mainly the textile industry. Many municipalities in Serbia bear 
the epitome of “slum municipalities” and it is therefore important to know the effects of chang-
es in wage and pension policies on their lives. The following is a table showing the number of 
pension beneficiaries for the period 1997-2018. 

Table 1 .2 - Number of pension beneficiaries by type of pension by year
Year Old-age pension Disability support pension Family pension Total
1997 703.794 438.401 318.111 1 .460 .306
1998 709.436 435.835 327.773 1 .473 .044
1999 725.197 434.820 337.958 1.497.975
2000 735.407 427.466 344.348 1.510.801
2001 772.440 428.040 351.511 1.551.691
2002 756.970 413.824 336.703 1.511.497
2003 756.893 408.245 340.434 1.505.572
2004 763.289 398.034 344.744 1.506.067
2005 780.030 306.692 342.254 1.508.576
2006 819.076 377.936 347.036 1.544.048
2007 851.341 368.922 349.292 1.569.353
2008 888.534 362.180 349.625 1.580.239
2009 893.332 358.115 352.220 1 .603 .068
2010 919.711 352.961 353.909 1.626.581
2011 938.702 345.300 354.943 1.638.645
2012 990.565 342.741 359.834 1 .703 .140
2013 1.021.216 334.340 367.393 1 .722 .649
2014 1.053.258 323.210 352.694 1 .739 .162
2015 1.064.380 312.357 359.205 1.735.942
2016 1.070.004 303.077 354.957 1 .728 .138
2017 1.076.890 293.835 349.710 1.720.435
2018 1.085.144 285.192 344.316 1.715.152

Source: SORS
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Number of formally employed in 2018 in Serbia it was 2.3 million and the number of pensioners 
is 1.2. The relationship is unfavorable due to high unemployment, the informal economy, unde-
clared work and migration. This means that the system will inevitably have to be transformed.

The conditions for the formation of the second pillar of pension insurance in Serbia have not 
been sufficiently met. Contribution rates for pension and disability insurance in Serbia are 26%, 
of which 14% are at the expense of the employees and 12% at the expense of the employer. 
Currently, rates are higher only in Hungary, where they are 30.75% and in Italy, where they are 
33.0%. According to the OECD, in Austria the rates are 9.5%, in Belgium 16.4%, in Canada 
9.9%, in Denmark 9.8%, in Finland 25.2%, in France 25.40%, in 18.7% in Germany, 19.52% in 
Poland, 18% in Macedonia, and 18% in Slovakia. (OECD, p.141).

The conclusion of the study «The Challenges of Introducing a Private Pension System in Ser-
bia» is that introducing a second pillar in Serbia is not recommended. Despite the differences, 
the shared experiences of Hungary and Croatia, which introduced the second pillar as one part 
of the pension system, show that the real rate of return of pre-retirement pension funds was 
low, while their operating costs were very high, with decreasing funds in the accounts of future 
retirees. In addition, the private pension funds market quickly monopolized, that is, their con-
centration came. Due to the underdevelopment of the financial market and the necessary control 
of investments to mitigate risk, funds predominantly invested funds in government securities. 
This means that the savings raised through the funds were not invested through the economy 
and did not provide an incentive for economic growth, but rather allowed the state to spend 
more, with potentially negative implications for increasing public debt. Also, the transition cost, 
implicit or explicit, was high in both cases.

2 . THIRD PILLAR OF RETIREMENT INSURANCE

The pension systems of all post-socialist countries are based on the first pillar of compulsory 
state insurance, called the «Generational Solidarity System». Nowadays, this is more and more 
often an unshackled and archaic model as the working age population approaches the number of 
retirees. Due to the shortcomings of this system, all countries are considering serious reforms. 
The fact is that pension systems are in crisis all over the world.

Most economists today consider that Pay as you go pension systems have a misplaced basis 
and structure. They do not produce or make any real investment, nor specific wealth, but are 
established as transmission systems that transfer wealth from today›s workers to current retirees. 
The demographic system elaborated by the authors on the example of Serbia in the first part of 
the paper is present throughout the European Union, which is following the trend of the «aging 
nation». Accordingly, the population tends to decrease. In the past, demographic variability has 
often been underestimated, while economic analyzes have focused on other uncertainty factors 
that have been used to investigate population age structure (Holzmann, R., & Palmer, 2006,101).

According to Schwarz, World Bank experts believe that the pension reforms can be grouped 
into four types of reforms (Schwarz A. 1996):

1. Parametric reforms, which include changes in the parameters of existing pension systems;
2. The system or structural reform, which include the introduction of a new type of pen-

sion system, which would fully replace or supplement the existing system only;
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3. Regulatory reforms, which include changes in regulations related to investments of 
funds, and

4. Administrative reform.

Model “three pillars” proposed by the World Bank has been expanded with two additional pil-
lars: the zero (0) column in order to reduce poverty and IV pillar that includes the wider context 
of social policy. 

Net assets of voluntary pension funds in Serbia at the end of the third quarter of 2019 amounted 
to 43.5 billion dinars. In the third quarter, net assets increased by 3.36%. The change in the net 
asset payments affect the net assets of the funds, disbursement of funds and the profit that the 
funds realized from the investment. In the third quarter of 2019, total payments amounted to the 
887,75 million; members withdrew 388,40 million, while income from investments amounted 
to 930.60 million dinars.

Table 2 .1 . The net assets in the sector in RSD
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 T3 19
4,6 7,2 9,9 12,5 16,0 19,7 23,6 28,9 32,8 36,2 40,2 43,5

Source: NBS

At the end of the third quarter of 2019, the stage is 11.199,294 users. They have 272.819 contracts in 
voluntary pension funds. The share of beneficiaries of pension funds in total employment was 9,4%.

Table 2 .2 . Number of contracts and the number of users in thousands
2010 2011 2012 2013 2014 2015 2016 2017 2018 T3 19

No contracts 220,4 234,4 240,4 244,5 252,1 258,1 250,5 253,9 261,7 272,8
No Users 166,8 174,9 179,8 183,5 188,0 190,5 183,6 185,4 192,3 199,3
% of active 
users in total 
users

43,9 35,1 30,5 30,3 31,3 25,3 28,5 33,6 33,4 33,6

Source: NBS

In the first three quarters of the voluntary pension funds were paid 863.66 million. By the end of 
2018 year there were paid a total of 847.43 million, out of which 34.3 percent are individual pay-
ments, 28.7 percent were based on employers’ payments to their employees, while 37 percent 
relates to payments over the pension plan. The great potential for further growth in the number 
of pension fund members represent companies with a large number of employees. The savings 
are possible due to the fact that the payment of pension contributions to voluntary pension funds 
from the employer exempted from payment of income tax and contributions for compulsory 
social insurance to the amount of 5,757 dinars per employee per month, and to pay the same 
amount that the employer is done by administrative measure, the suspension of the payment of 
the employee’s salary, exempt from paying taxes.

Money which have voluntary pension funds, unlike the savings of citizens, is for the most part 
- even 85.96 percent, in dinars. The remaining part, 14.4 percent, is in euros and dollars.

Most of the money voluntary pension funds are invested in government bonds and those ac-
counted for slightly more than 83 percent of total assets. Then, there is money in shares of 8.55 
percent, and the custody accounts and term deposits with banks and to 6.93 percent, and less 
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than one percent of the funds were invested in bonds of the European Bank for Reconstruction 
and Development as well as the investment units of open investment funds. 

Yields voluntary pension funds depends on the amount and length of payments into the fund 
and accumulated funds are increasing as a longer period. This type of pension insurance is 
gaining ground for most users. The problem is the general poverty of the population, because 
otherwise these funds were more popular.

CONCLUSION

Equalizing the number of employees and the number of pensioners creates a challenge for sci-
entific and professional community around the world. Question is how to solve the problems 
of public pension funds and how will they survive in the future. The situation in Serbia is very 
dramatic and the Republic Fund for pension insurance will have to undergo additional reforms. 
Although the age for retirement is moved, for the future operation of the fund it will not be 
enough. The pension system, what is in effect, was free to work in the 60th and 70th years of 
the last century. Back then on one pensioner came about six employees. Nowadays, on one pen-
sioner there is one employee, according to experts, so employees should be four times as much 
to make the system function in general. All this points to the necessity to reform the public pen-
sion system in Serbia, which is totally unsustainable in the long term and does not follow global 
trends. However, the battle with „time” not only lead Serbia. Pension systems are a problem 
both in transition and developing countries, and in the developed world economies. As an option 
for an additional savings of citizens, private pension funds find their place.
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