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PREFACE

The Third International Conference “Higher Education in Function of Development
of Tourism in Serbia and Western Balkans”, that will be held within the SED 2016
Conference, is one of the results of the TEMPUS project No. 544543-TEMPUS-1-2013-1-
RS-TEMPUS-JPCR entitled “Modernization and Harmonization of Tourism Study
Programs in Serbia” (MHTSPS), implemented by:

- Business and Technical College of Vocational Studies, Uzice, Serbia, lead partner,

- University of Kragujevac, Faculty of Hotel Management and Tourism, Vrnjacka
Banja, Serbia,

- Business College of Vocational Studies, Leskovac, Serbia,

- Regional Chamber of Commerce, Uzice, Serbia,

- Chamber of Commerce of Vojvodina, Novi Sad, Serbia,

- Tourism Organization of Western Serbia, Uzice, Serbia,

- Tourism Organization of Leskovac, Leskovac, Serbia,

- University of Greenwich, London, United Kingdom

- Technological Education Institute of Piracus, Athens, Greece, and

- University of Agricultural Sciences and Veterinary Medicine, Cluj-Napoca,

Romania.

Project is funded by the European Union, while EACEA - Brussels, and Tempus
Office - Belgrade, provided a great help in its implementation through valuable suggestions
that enabled achievement of desired quality level of both implementation process and project
results. Work plan of this TEMPUS project has envisaged organization of three International

conferences, with the objective of successful dissemination of project results.

-
w 3 International Conference: "Higher education in function of development of Page v
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The aim of this International Conference is that scientists and experts in the field
consider and clarify the role of higher education in the development of tourism in the
Western Balkans and Serbia. Beside the researchers from partner institutions participating
in the MHTSPS project, the representatives of eight European countries took part in the
Conference work. Participation of talented students is of special importance and will

contribute to the sustainability and dissemination of the project and its results.

This Conference resulted in two Paper Proceedings. Conference Proceedings
encompass articles of scientists and experts in the field, while the Students Papers
Proceedings is a collection of student papers. All the papers have been reviewed, and authors

themselves bear the full responsibility for the quality of papers and translation.

Uzice, September 2016 Editors
a 3t International Conference: "Higher education in function of development of Page vi
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DEVELOPMENT OF A RISK MANAGEMENT MODEL FOR
‘TEMPUS’ PROJECTS
Invited paper

Antonijevi¢ Milan
Faculty of Engineering and Science, University of Greenwich at Medway
e-mail: m.antonijevic@greenwich.ac.uk
Purici¢ M. Milan
Faculty of Business and Industrial Management Belgrade
e-mail: milan.djuricicl7@@gmail.com
Puric¢i¢ R. Milutin
High Business Technical College of Vocational Studies Uzice,
e-mail: djurazol@gmail.com

Summary: All business, research and engineering projects involve certain risk; it is the same with
TEMPUS projects. Project management includes project risk management. This paper presents an overview of
methods applied in risk management for projects in general while TEMPUS project risk management is featured
by a special and original methodology.

Key words: management, risk, TEMPUS project, TEMPUS project management, TEMPUS project risk
management.

1. INTRODUCTION

Risk! involved in any project may be defined as an estimation that the project will not
reach project target(s). It is a prospective future problem that hasn’t arisen yet , but refers to
future conditions and circumstances which are out of control of project team. One should
take into account the famous Murphy’s Law: “If anything may go wrong, it will certainly go
wrong.” TEMPUS projects may come across various risks, that’s the fact, therefore such
risks must be successfully identified and managed. Risk identification must last as long as
the project lasts — it must be present at all stages of TEMPUS project.

Risk identification is considered a benefitial activity (Djuricic, R. M., 2008; Djuricic,
R., M., 2010; Chapman, C. B., 2002). Therefore risks are constantly assessed since it was
experienced that a pro-active approach is a better pay-off than idle expectation.

Our goal is to show that each TEMPUS project includes risk management over the
entire life cycle of the project.

SO/IEC 73 —2002. defines risk as a combination of possibilities and consequences relating to a particular event

c’ 3" International Conference: "Higher education in function of development of
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2. SPECIFIC MANAGING FEATURES AND RISKS INVOLVED IN
TEMPUS PROJECTS

TEMPUS project management is a demanding, skilful and risky business. EACEA
approved TEMPUS project financing with a pre-set target that the project be completed
within the three main frames: budget, time schedule and output quality. As implementation
of TEMPUS project is somewhat uncertain, all parties are interested to both minimize project
risks and improve security of implementation.

TEMPUS project risk management is a process of pro-active risk identification,
analysis and elimination. This process improves the chances of TEMPUS project to succeed
and reduces the chances of various risks to affect the project. During implementation of
TEMPUS project, the following factors must be distinguished:

1. Risks, as possible events or conditions that may arise and have either positive or
negative influence on at least one project parameter: cost, time, range or quality of results.
It has cause(s) and consequence(s).

2. Limits, as a pre-set circumstances or conditions limiting at least one project
parameter : cost, time, range or quality of results. Limits may be divided as follows:

2.1. Calculation limits ( the budget for TEMPUS project has been calculated and
brought into accordance with financing rules at the project preparation stage; expenditures
exceeding the available assets would lead to project failure?),

2.2. Time limits (each TEMPUS project has a pre-set deadline for completion), and

2.3.Limited resources (skills and availabilities of project team members, availability
of equipment ).

TEMPUS projects involve three types of risks: 1. risk preventing completion, 2. risk
of incurred costs and 3.risk preventing implementation (Table 1).

Table 1. Types of risk TEMPUS project (adapted:: http://soft-
crm.net/hr HR/blog/koji-se-rizici-javljaju-na-projektu)
TYPES OF RISK TEMPUS PROJECT
Risk completion Risk of costs The risk of realization
The risk that the | The  possibility | The possibility that the products of
project will not that the costs of | the project have some technical
be completed on | the project grow | errors which would overlook at the
schedule into Planning project in the problems and losses.

2 TEMPUS project is limited as follows:

- Costs for personnel shall amount to max 40% of the project budget,

-Equipment procurement costs shall amount to max 30% of the project budget,

- Indirect costs shall amount to 7% of the project budget,

- Partner co-financing for TEMPUS project amounts to 10% of the budget and

- Project team may exceed the limited items up to 10% without an EACEA approval; any excess over 10%
must be approved by EACEA.
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Sources of risk for TEMPUS project may be the following:
- Internal sources of risk which can be influenced by TEMPUS coordinators and

project team and

- External sources of risk which cannot be influenced by TEMPUS coordinators and

project team (Table 2).

Table 2. Sources of risk TEMPUS project

SOURCES OF RISK TEMPUS PROJECT

Internal sources of risk

External sources of risk

* Human resources - team members do
not meet the planned project tasks

* Technological source - the service life of
the product TEMPUS project is not in
line with the initial assumptions

» Marketing risk - the product TEMPUS
project will have good placement on the
market

* Risk of product quality - product quality
- the results of TEMPUS project does
not meet

e Culturally risk - the definition of the
value system within the organization

* Financial - the risk that the investor will not be
able to monitor the financial TEMPUS project
* Political - no exemption from value added tax,
customs restrictions, risks of possible war and
unrest ...

* The risk of the labor market - a shortage of
manpower required qualifications

* Legal sources of risk - mismanagement of
contracts, the risk of suppliers

e Culturally - expressed in multicultural
TEMPUS projects

* Competition - TEMPUS project as a strategic
tool to enhance the market position

According to the manner of occurence, each TEMPUS project is followed by: 1.
Familiar risks, 2. Supposed risks and 3. Unexpected risks.

For a successful implementation of a TEMPUS project it is necessary to determine
and manage risks. In this way, the following adventages are gained:

- problems are expected instead of being dealt with only once they arise,

- plan for problem-solving are made before problems arise,

- preventive measures are applied whenever possible,

- root causes rather than symptoms are being eliminated,

- a systematic and repeatable problem-solving process is applied

TEMPUS project is a specific type of project activity. It may contain risks referring
to inadequate human relations, project complexity or external factors (Figure 1). These risks
may be involved over the entire life cycle of the TEMPUS project (Table 3). However, we
shouldn’t neglect the fact that those making the TEMPUS Project Proposal may ‘misdefine’
the project targets thus producing the following risks:

1. rejection by applicant,
2. rejection by beneficiary,
3. inappropriate moment to submit results for utilization,
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4. umacceptable utilization conditions,

5. insufficient availability of results and

6. dependence on influences and operations of project sponsors — grant carriers or
partner organizations®.

INTERPERSONAL RELATIONS:

-Communication with TEMPUS Office, as well
as between partners

- Communication within the team, the conflicts
in teams with the partners at the level of
TEMPUS project

RISK AREAS OCCURRENCE
OF TEMPUS PROJECT

EXTERNAL FACTORS: COMPLEXITY OF THE PROJECT

- Political influence (new laws, -Too big management
change of directors requirements
-The lack of experience of TEMPUS

- legal representatives of . %
Project Coordinator

Partners in the project after the
election)

Figure 1. Areas emergence risks in realization of TEMPUS project

It should be pointed out that the nature and complexity of Tempus projects require
certain modifications during implementation thus being considered a causal-consequential
risks. Each modification may produce a new risk that needs being analysed. Lack of
preventive actions may produce issues during project implementation. Therefore, Project
Management must make adequate revisions of implementation plans. Any ad-hoc revisions
may contain certain risks which were overlooked at earlier project stages, but the same must
be either eliminated or minimized.

All risks involved in a TEMPUS project should be co-related with other project
activities that are either directly or indirectly subject to inevitable modifications.

3For instance, if a partner leaves the TEMPUS project, the whole project may be jeopardized as it didn’t
involve sufficent number of “spare” partners from the beginning.
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Table 3. Examples of risks in realization of TEMPUS project

EXAMPLES
OF RISK DESCRIPTION OF RISK
* Poor description needs (incomplete request the Executive Agency
EACEA)
In the phase | * Unclear goals and objectives
the * Poor assessment of the feasibility of the project
movement * Lack of support within the bearer of the grant and partners on
TEMPUS project
* Lack of professional support
In the * Poor distributi'on of team rol.es
planning  Lack qf experience in planning
phase * Poor risk assessment
* The incorrect assessment of the necessary resources, time or resources
* planning any changes in scope ("runny range")
In the * Lack of monitoring .sy.stem (control, monjtoring) Project
realization . Poor. per.f.ormers (within the team or outside)
phase * Availability of resources
* External factors (poor organizational climate in the collective, changes
in legal representatives, etc.).
* Exceeding the budget
é\ft the stage |, The deviation results from the agreed framework
completion * Problems related to the submission of the results of the use of
*» The acceptance by the EACEA.

3. METHODOLOGIES APPLIED IN PROJECT RISK MANAGEMENT

In general, project risk management is drawing attention of a number of experts in the
field of project management. All those involved in organization and implementation of
TEMPUS projects agree that a good management must be all-inclusive, systematic,
continuous, pro-active, adjustable and future-oriented (Table 4).

A series of methodologies applied in project management can be found in literature
se (Djuricic, R.M., 2016; Djuricic, R.M., 2006;) ; all of them contain similar sub-processes
of the overal project risk management process. Methodologies most frequently applied are

given hereinafter.
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Risk Management Standard ISO/IEC 31000:2009(Figure 2) refers to risk
management and consists of directions in terms of principles and implementation of a
particular system. Risk management process (Chapter 6 of the Standard) includes:

e Communication and cooperation among all the parties involved,

¢ (External or internal) context establishment and risk criteria development,

o Risk Assessment (risk identification, analysis and evaluation),

e Risk Treatment (selection of options, preparation and implementation of risk
treatment plan),

e Recording Risk Management Processes,

* Monitoring and Reassurance.

Table 4. Components of good governance TEMPUS project

GOOD RISK MANAGEMENT TEMPUS PROJECT
Comprehensive When Continuously | Proactive | Flexible Focused on
system the future
. - dedicated
- should . -wants | -includes a .
. — includes . to learning
include all ted to wide range
ements of the | . - is applie revent | o
. repeate . . ona
. risk o personal
project throughout | or quantitative
managem . .\ level and at
(people, the project | mitigate | and
ent . L the level of
processes and .| life cycle the qualitative
process in . the team
technology . impact | methods of
Six steps . . . and the
elements) of risk risk analysis | . . "
institution

According to Project Management Institute (PMI) Project Risk Management
Methodology is divided into 6 PMBOK processes (PMBOK-2008). Although this
methodology refers to a specialized field of project risk management, it is adjusted and
applied in some common cases. This methodology contains the following sub-processes:

e Risk Management Plan including methods of risk definition, description,
monitoring and control.

¢ Risk Identification including research and determination of prospective risks that
are then defined and classified, with possibly risky future events being listed.

* Quantitative Risk Analysis producing data on possibility of risky events occurence
and influence.

¢ Qualitative Risk Analysis listing priority risks.

¢ Risk Reaction Plan including definition of activities and actions to avoid risks and
reduce possibility of occurence of risky events and to react when risky events arise and

¢ Risk Monitoring and Control including definition of activities and actions to avoid
risks and reduce possibility of occurence of risky events and to react when risky events arise.
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Figure 2. The risk management process according to ISO 31000: 2009

H. Kerzner’s Methodology perceives risk as *’a measure used for possibilities and
consequences of failure to reach project targets® (Kerzner, H, 2006.). According to Kerzner,
risk consists of two main components:

e Possibility of occurence of a risky event,

o Such event’s influence on the project.

Risk is a function of these two components as follows:

Risk = f (possibility, influence)

This link is directly proportional — the higher a possibility or influence, the higher the
risk. Both elements must be taken into account when managing risks.

IPMA Project Risk Management Methodology considers various methodologies
and concepts of risk management and contains the following sub-processes (ICB-2006):

¢ Risk Identification being a process of establishment, classification and ranking of
all risky events that may have adverse effects on a particular project or venture.

o Risk Analysis and Assessment is used for for detailed analysis of certain risky
events’ influence on process results,
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¢ Risk Avoidance and Reaction Planning is a process of formulating strategies to
manage risks. It is used to both create and define managing actions to avoid or reduce project
risks and minimize prospective losses due to risky events. This is attained when risk is
ignored, endured, reduced, transfered or divided or when it is planned in a contingency-
wise manner (ICB-2006).

¢ Risk Reaction Control includes monitoring and control of reactions to risks in order
to establish whether the reactions planned are adequate or not and whether new reactions
should be introduced.

Atlanta (USA) — based, Tenstep Consulting applies risk management methodology
as shown in Figure 3.

YUPMA methodology includes different methodologies and concepts of project risk
management tending to become a general project risk management methodology. It contains
the following basic sub-processes (Jovanovi¢, P., 2009.; PMI, 2008.):

1. Risk Identification,

2. Risk Analysis and Assessment,

3. Risk Avoidance and Reaction Planning,

4. Risk Reaction Control.

Create Risk Management plan TEMPUS project

. 4

Identify all possible project risks

. 4

Analyze all project risks to see which ones are important

. 4

Respond to the important project risks

. 4

Create contingency plans for high risks

A 4

Control risks during the project and look for new risks

Figure 3. Risk management according to the methodology TenStep Consulting home
(adapted: hitp://www.tenstep.com.hr/tenstep-pm-proces/70-upravljanje-rizicima)
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K. Heldman’s methodology proposes a general risk management methodology
referring to project risk management. It includes the following fields (PMI, 2008.):

1. Risk Identification and documentation,

2. Risk Analysis and Priority Risk Establishment,

3. Risk Planning,

4. Risk Plan and Control Monitoring,

5. Risk Reassurance and Revision.

4. DEVELOPMENT OF METHODOLOGY FOR TEMPUS PROJECT RISK
MANAGEMENT

Application of project management in implementation of TEMPUS project is a
specific research project - starting from TEMPUS project definition (general and specific
targets, working packages, activities and budget according to prescribed criteria) , over its
succesful implementation up to completion and submission of results along with secured
sustainability of the TEMPUS project. Project management has become an important
scientific discipline containing a number of established and adopted classifications and
methodologies applied in various fields; for this reason, these may be used for TEMPUS
project management as well, in either original or modified forms. (Jovanovi¢, P., 2009.;
Jovanovic, P., 2010).

TEMPUS projects — especially larger and more complex ones - are very risky. In this
regard, it is necessary to use the entire know-how, procedures and methodologies available
for project risk management (Lipovetsky, S., 1997; Peled, M., 2012,).

Taking into account aforementioned methodologies in order to briefly analyse specific
features of TEMPUS projects, we can propose a general methodology for risk management
in TEMPUS projects that would include the following sub-processes:

- TEMPUS project Risk Identification,

- Quantitative and Qualitative Risk Analysis and Priority Establishment,

- Risk Reaction Planning,

- Risk Monitoring and Control

- Risk Reaction and

-Risk Documentation and Study (Figure 4).
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The identification

i The analysis and
of risk TEMPUS [—>

. identifying priorities
project
The basic list
of risks
Planning

The knowledge Reaction reactions
base on the
risks, concepts
and nrocesses

Monitoring

Learning and reporting

Figure 4. Risk Management Process

Table 5 gives a description of steps proposed for risk management in TEMPUS
projects.

Table 5. Steps risk management TEMPUS project

STEPS OF RISK MANAGEMENT TEMPUS PROJECT

Step The goal of steps

Risk - Identifying / risk identification TEMPUS project
1 identification - Creating a detailed description of the risks described in a clear

TEMPUS -

. and unequivocal manner

Project

Assessment - Compiling a list of risks by priority to the project team could
2 | and Risk allocate part of the project resources planning to address the

Analysis risks of highest priority

Planning - Setting up contingency plans in case of realization of risks,
3. | response to which specify what to do if the risk occurs, a pre-determined

the risks trigger when a defined event occurs ("trigger").

. - Monitoring the process of risk measurement and status of
Risk . )
o . action plans to address the risks
4. § monitoring —— - P o
f - Enabling information about the occurrence "trigger" in order
and reporting . .
to initiate contingency plans
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- Reporting changes in the state of risk and the development of
contingency plans

- Successful implementation of contingency plans in case of
Responding to | risks

risks - Updating the known risks, and risk analysis, priorities, plans
and schedules

- Learning is and documenting lessons learned and their
Documenting | registration, along with other important documents of the

6. | and learning project, the knowledge base on the risks, which the team or the
about the risks | business system - a partner in the TEMPUS project allows them
to reuse.

S. CONCLUSION

A series of different issues is associated with implementation of each TEMPUS
project. All these projects are to be implemented in a future period of time — the longer the
period , the higher the possibility that adverse events will arise. It means that risk and
uncertainty are imanent to each TEMPUS project. For this reason, risk management for
TEMPUS projects is not disputable at all.

In a TEMPUS project, accomplishment of desired results highly depends on the
Coordinator’s capability to manage project risks being a single component of the process of
managing the entire TEMPUS project life cycle.

It’s been proven in practice that a TEMPUS project cannot be successfuly managed if
a well-designed concept of risk management has not been made. The risks involved must be
defined, analysed, connected and monitored, i.e. they must be properly managed. For such
purpose, adequate action plans must be made and constantly adjusted to actual requirements
of TEMPUS projects.

Based on personnal experience gained in risk management with other projects, we
propose a standard risk management procedure for TEMPUS projects. This procedure
includes: TEMPUS Project Risk Identification, Quantitative and Qualitative Risk Analysis
and Priority Establishment, Risk Reaction Planning, Risk Monitoring and Control, Risk
Reaction and Risk Documentation and Study.
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Abstract: The territory of the Republic of Serbia is 85% a rural area, with around 55% of the total population.
Rural areas have: hospitable population, natural resources, rich eco-system and biodiversity, natural rarities,
intact natural beauties, cultural and historical heritage, local and autochthonous dishes and drinks, etc. At the
same time, the rural population in regard to the urban population have lower incomes and life standard, a
chronic lack of employment in other activities besides agriculture; they don’t have basic conditions for cultural
and sports life on one hand, but they dispose with the significant resources, which can be in terms of the
improvement of everything previously said, on the other hand.

There was applied the combination of qualitative and quantitative research methods in this paper, where there
was used a structural questionnaire, as a research instrument, which had enclosed a list of questions, mostly
those open type. In-depth interviews were organized with hosts who were engaged or wanted to be engaged in
tourism.

The expected result is to impose the tourism, as the services industry, as the driver of overall development of the
rural areas, along with the respect of comparative advantages every area has, and to put all the resources in
terms of higher and more balanced employment, higher incomes and better life standards of population in these
areas, and also a smaller gap between rural and urban areas, which have been now very expressed in Serbia.

Key words: tourism, rural areas, Serbia, employment, standard.
JEL classification: Q18, P25; R58; Z32

1. INTRODUCTION

There are different definitions of rural development (RD); one of the contemporary
definitions implies, under a term “rural development”, an integral and multi-sector and
sustainable development of rural space. The overall (integral) development of rural areas
(RA) is important primarily due to the rural economy diversification, which has significantly
fallen behind the urban areas (UA). Migrations of work-active population from rural to urban
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settlements, population growing old, depending only on the primary agricultural production,
destroying the horizontal and vertical reproduction chains in agro-food production
(plundering privatization), insufficient investments in infrastructure have made this area
lagging behind, impossible for normal life and work, and therefore impossible to start a family.

Depopulation appears, first of all, owing to economic factors, i.e. unemployment of
work-capable population. Diversification of rural economy is a basic reason and a basic
condition of demographic stabilisation of these areas, and which makes a foundation of all
developmental components sustainability (society, economy and environment). An essence
of the developmental process is in realizing the current situation (especially to determine all
real resources for the development), determine the comparative advantages of the observed
RA in regard to the neighbouring areas and accordingly to define a developmental path,
which can bring more quality working conditions and quality life of population in that area.

Underdeveloped RA, with bad social and economic characteristics, represents a big
problem, not only to a local community, but to the whole country, on one hand, while it
disposes with the significant resources (especially natural), on the other hand. There comes
to the stoppage of depopulation, employment of work-capable population, increase of
income and thereby more balanced development of these areas with UA, by putting into
operation those resources.

In order to decrease the pressure and inflow of population in UA, it is necessary, in a
best possible way, to use the strategic advantages of every RA and to integrate these
economic activities into a local community economy and the state as a whole. RA, which
have determined their comparative strategic advantages, and if there has arose an
enterprising, wise, brave man, a man with a vision, can have a serious diversified
development of the economy in that area.

Naturally, everybody has to do his work. The state should bring the systematic laws,
make economic environment, build infrastructure and adopt the measures of economic and
agrarian policy, which would be in function of the development of diversified rural economy.
Faculties, institutes, chambers of commerce, cooperatives, local authority, RA, associations,
business entities, agricultural holdings etc. should perceive the current situation and
determine the strategic directions of development (mission, vision, strategic goals, priority
goals and measures) and finally, to determine who and in what way can realize it.

Respecting the facts that the Republic of Serbia disposes with the significant
potentials for the development of all forms of rural tourism (RT), the tourism as an important
tertiary economic activity, “industry of services”, should be, along with agriculture, as a
primary economic activity, one of the “locomotives” for the Serbian RA development. It
means that all activities of all sectors, from the primary, secondary, tertiary and quaternary
should be equally proportioned in the development of some RA, according to its comparative
advantages and environment preservation.
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2. MATERIAL AND METHODS

In this paper were used data, which have already been published in papers,
publications, books, monographs, as well as data of the Statistical Office of the Republic of
Serbia, EU, FAO, etc. The research methodology of this paper is a combination of quality
and quantity researches. As a research instrument was used a structured questionnaire, which
has comprised a list of questions, mostly open type. Conversations with hosts, who are
engaged in agricultural production and/or rural tourism, were organized at “ETHNO FAIR”
in Belgrade, 26%-27" November 2015, and examinees were from the following
municipalities (Vrnjacka Banja, Kraljevo, Aleksandrovac, Cacak, Gornji Milanovac and
Mali Zvornik). In-depth interviews were done with some of the hosts, who have seriously
“made a step” toward rural tourism.

In the paper was used the comparative-analytical method and SWOT analysis.

3. RURAL AREAS, SITUATION AND PERSPECTIVE FOR THE
DEVELOPMENT

In past thirty years, the EU countries has put RA at the centre of their developmental
policy on one hand, and create the investment terms in those areas and thereby make real
possibilities for employment of jobless people, on the other hand. It implies that RD respects
the comparative advantages of the area in regard to surrounding areas and making the real
and original models of development (Cvijanovi¢, et.al. 2011).

Of the total 165 municipalities, 130 of them belong to RA (areas which population
density is less than 150 inhabitants per km?), i.e. 85% of Serbian territory is rural, and 55%
of total population lives there. Besides still significant number of active population, in these
areas of our Republic, there are natural resources of our country, like high-quality and
preserved land, clean forests and waters. RA have been rich with eco-systems and
biodiversity, natural rarities, they have various activities, cultural and historical heritage.
The Republic of Serbia still has uncontrolled migrations (rural-urban areas), devastation and
impoverishment of village, poor previous and unfinished privatization, destruction of
industry and agricultural-food sector, high unemployment, etc.

In recent years, in RA, the employment structure per activities has been dynamically
changed. The highest employment was noticed in agriculture, in regard to other activities.
In the period from 2004 to 2012, it had ranged from 43% to 50%, which had been much in
regard to other European countries. Every fifth inhabitant of RA works in industry, and
unfortunately, and they keep significantly decreasing. At the same time, the population in
RA has been increasingly employed in a tertiary sector, which could be interpreted in two
ways: on one hand, by the greater business stability in this sector's activities, and on the other
hand, by growth of a number of employees in public administration activities, education,
communal and social services.
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An income of holdings in RA speaks in that favour, 35-42% of incomes result from
employment (regular and additional) and right after follows a share of retirements with
increasing trend (around 30% in 2012). In the same time, the analyses, agricultural income
range from 6-9% of the total available resources of households, which were highly
dependable of agricultural yield, and they had varied from year to year. The natural
consumption value, which has mainly attributed to food consumption, manufactured in an
agricultural holding, has been stable at the level of 12-14% (the Strategy of Agriculture and
Rural Development of the Republic of Serbia for the period 2014-2024 (“Official Gazette
RS” no. 85/2014)).

Tourism, as a very dynamic service activity, in past decades was starting to be an
indicator of overall economic development, standards and the development of culture of a
country (Steti¢ et.al. 2014). The significance of tourism, as a generator of economic and
social development, and also its multiplied effects, affects the increase of a basic and
additional employment, especially in rural areas. With tourism development and by
inclusion of other compatible activities, which have their place in the total development of
tourism, there the long-term stability is going to be ensured (Dimitrovksi, D., Milutinovi¢,
Sonja, 2014).

For countries in transition such as the Republic of Serbia is, all forms of RA mean a
chance for a large number of dismissed workers from industry and other activities. Those
workers, which left jobless, put pressure on RA and searched for their chance in agricultural
production, tourism, trade and craftsman trade and other activities, which have the
comparative advantage in this area in regard to other areas, but they must base their activities
on modern marketing activities, i.e. to manufacture those products and services required by
a market (Cvijanovi¢ et.al. 2013). RA as a very important segment of multifunctional
agriculture, due to a multiplicative effect of tourism, initiates the faster diversification of
rural economy, especially through highlighting of the AFP production in terms of high-
quality nutrition of tourists in extraordinary landscapes of the Republic of Serbia (Cvijanovic¢
et.al. 2016). Besides, RAs provide the significant incomes to agricultural holdings of RA,
not only through tourists' nutrition, but also through the sale of agricultural-food products
(AFP) in a holding, as well as a product of home craft (Njegovan et.al. 2015).

Foreign trade exchange of AFP in the Republic of Serbia plays an important role,
especially due to a fact that export is higher than import.

If we analyse the AFP import, then we can conclude that Serbia imports less than it
exports, in regard that the coverage of import by export is higher 76.8% in 2008, and 94.2%
in 2009. While observing the structure of import, we can determine that 62-65% of the
primary agricultural products import, around 30% of processed and around 5-8% of fish and
fish products. For small and poor country like ours, it is good that import is less, but it is not
good to import AFP which the Republic of Serbia can produce. In past eight years, a share
of these products in total import has increasing, unfortunately, and it has ranged from the
lowest share of 4.6% in 2008 to 8.4% in 2014, when the share in total import was the highest.

In the analysed period (2008-2015), a share of AFP in total export was ranged from
the lowest 18% in 2008 to the highest share of 23.2% in 2009. However, the structure of
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AFP export is not satisfactory, while most often export the primary agricultural products
(fresh or frozen raspberry, blackberry, strawberry, plum, sour cherry, cherry, peach, apple
and mercantile maize) up to 75%. At the same time, for the analysed period, there is
negligible small export of agricultural products with the higher-processing-stage (except
sugar and oil). Causes why Serbia does not export more agricultural and/or food products,
although there has come to more favourable conditions for export (increase of prices,
opening the specific markets — crisis and sanctions between the EU and Russian Federation,
etc.) on the world market, should seek in several facts. First of all, to say the least, the
privatization of food industry, agricultural combines and foreign trade enterprises was done
heedlessly. Secondly, there is no organized, specialized and interest connected agricultural-
food production, processing and sale. Thirdly, the system of cooperative societies was
destroyed. Fourthly, domestic banks, big and serious export houses were ruined, and there
was neither an organized marketing approach, nor the export of these products.

Fifthly, the reproduction chains have been broken, and especially a large number of
manufacturers, who were in a cooperative sector or some other form of cooperation with
combines or food industry, have left aside. They could provide significant surpluses of these
products, as for domestic, as well as for very demanding foreign market.*

Regarding that a large number of small manufacturers (family holdings) were not
capable to comply with the requirements of “6K” (“2Q+4C”’), many of them were ruined or
were forced to do the additional jobs. The serious productions of autochthonous products
which are manufactured in small holdings in rural areas of the Republic of Serbia
unfortunately do not export. Whether they cannot fulfil “6K” or the standards and various
non-tariff barriers are the obstacle for them. However, when tourists from all over the world
test the autochthonous products, they usually look for when and where they can buy the
specific AFP, or they come again in these rural areas and search for the traditional food
and/or beverages. These AFP could be very interesting for so called “invisible export”
through the supply of RT products.

A special place in the world has the development of all forms of rural tourism in RA,
primarily, due to a very stressful life in UA (Cvijanovi¢ et.al. 2009). There are many motives
why tourists come to rural areas. It can be: introduction and/or participation in field works,
enjoying the healthy nature, getting acquainted with ethno events of a RA, enjoying the
traditional food, wild herbs, forest fruits and/or mushrooms, enjoying wines, rakia or other
agricultural-food products and/or making them, visiting farms (salas) and enjoying the
traditional dishes, participating in manifestations — famous “ijade”, getting to know with RA,
especially the cultural-historical heritage, introduction of children to RA, a way of life and
work, hunting, fishery in the specific conditions of the RA, etc.

Remarkable natural beauties of Serbia, with an unusual and attractive relief, diverse
and rich flora and fauna, favourable climatic and hydrological conditions, rich cultural
heritage and national tradition provide numerous developmental possibilities, especially in

4 Modern foreign markets require “6K” (2Q+4C): quantity, quality, continuity, control and
competitiveness. And to achieve all that, it is necessary to provide a capital.
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the field of tourism (Kati¢ et.al. 2011). Unfortunately, still continue the unfavourable
migrations, villages are getting older and wither away, the weeds grow all over and arable
land turns to forests. Very bad infrastructural and other conditions of rural population are
noticeable. The development of RT, along with unavoidable agricultural-food production
and other activities which could develop without being disturbed, change of awareness
regarding the preservation of environment, could be one of the solutions to reconcile the
current opposites, and with wisely thought-out selective economic, agrarian, infrastructural,
organizational and educational incentive measures would ensure multiple positive effects
(Cvijanovi¢ and Vukovi¢, 2011).

4. FAMILY AGRICULTURAL HOLDINGS AS A CARRIER OF THE
RURAL TOURISM AND RURAL DEVELOPMENT

The Republic of Serbia, according to Census of Agriculture in 2012°, has 631,552
agricultural holdings (AH); of that number of family agricultural holdings (FAH) 628,552
(or 99.5%), and legal entities and entrepreneurs 3,000 (or 0.5%) (Cvijanovi¢ et. al. 2014).
An average economic size of AH amounts 5,939 euro, and observed in accordance to the
organizational-legal form of AH, this indicator amounts: in a sector of family holdings —
4,990 euro, in a sector of legal entities and entrepreneurs — 204,755 euro.

If we observe only FAHs by regions (Table I), the situation is as it follows: the
Belgrade Region has 5.3% of total number of FAHs, with an average economic size (AES)
of 4,389 euro, which is for 601 euro less than the republic average.

Vojvodina Region participates with 23.3% in total number of FAH of the Republic of
Serbia, and it singles out by AES and in a total economic size of FAH in euro. That is to say,
the region of Vojvodina has for 3,963 euro higher AES of FAH in euro than the AES of FAH
in euro in the republic.

The region of Sumadija and West Serbia is the region which has the highest share in
a total number of FAHs of the republic and it makes 41.7%. This region, as well as the
Belgrade region, has less AES of FAHs in euro in regard to an average of the republic for
868 euro.

South and East Serbian region participates with 29.8% in a total number of FAHs of
the Republic of Serbia and it is on the second place regarding a number of FAHs.
Unfortunately, this region has the least AES in euro of FAH, it amounts 3,215 euro and it is
less than the republic average for 1,775 euro.

5 Census of Agriculture 2012 was conducted by the methodology for agricultural holdings (AH)
typology, by all relevant international suggestions, which had ensured a complete comparability of
AH typology of the Republic of Serbia with the typology used in the EU countries and surrounding
countries.
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Table 1 Number and economic size of FAH in the Republic of Serbia and by the regions
(source: part of Table 4 was taken over from Family holdings according to an economic size and
the production type in the Republic of Serbia, Statistical Office of the Republic of Serbia, 2014).

Family . Region
agricult Region of Region of of
gural Republic of | Belgrade | Region of Sumadija o Eth and | Kosovo
holding Serbia region Vojvodina and West Fast and
s (FAH) Serbia Serbia | Metohija
Number
PN | 628552 33,177 146,269 261,935 187,231 -
El‘;"::;’;n 3,136.526.0 | 145,344.0 | 1,309.594.6 | 1,079.712.9 | 601,874.3 )
. 46 61 21 99 65
1m euro
Average
cconom 4,990 4,389 8,953 4,122 3215 -
1C S1Z¢€
in euro

All these indicators point out to a fact that, as in many other countries, the situation is
better in the north and west and worst in the south and east. It is obvious that a certain number
of FAH has differentiated, which can survive as serious commodity manufacturers and those
who must search for OPA in order to survive.

Besides the agricultural activities, the FAHs also have other profitable activities
(OPA) related to a holding and not related to it. Of a total number of FAHs in the Republic
of Serbia, 51.9% of them haven’t got OPA, and 48.1% have OPA. Of a total number of
FAHs which have any OPA, 25.7% are FAHs with OPA related to a holding, and 74.3% are
FAHs with OPA not related to a holding.

The OPA related to a holding include incomes from: sale of agricultural manufactured
products (meat, milk, fruits, vegetables and other agricultural products, rural tourism and
fishery incomes, sale of wood and/or processed wood, sale of products of folk arts and crafts,
etc. These activities can be performed on a holding (for example, tourism, folk arts and
crafts, the processing of agricultural products for sale — except grape processing for wine
production in case that a quantity of processed grape is exclusively or mostly from own
production) or out of a holding (agricultural and non-agricultural contract work, for example,
work with own combine). A share of FAH with OPA related to a holding in a total number
of FAHs in the Republic of Serbia amounts 12.4% (Cvijanovi¢ et.al. 2014).

If we analyse data carefully (Cvijanovi¢ et.al. 2014), as well as all data previously
described, than we can draw a conclusion that there are the most FAH with lower classes of
economic size, which have OPA in their holding. In the Belgrade Region, the Sumadija
Region, the West Serbia and the Region of South and East Serbia, the most of FAHs with
OPA related to a holding is in the economic size class from 4,000 to 7,999 euro, while the
least FAHs with OPA is in the economic size class of 100,000 euro and over. In the Region
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of Vojvodina, the most of FAHs with OPA related to a holding is in the economic size class
from 0 to 1,999 euro and here is, as in other regions of the Republic of Serbia, the least FAHs
with OPA in the economic size class of 100,000 euro and more.

The OPA not related to a holding are the activities where a holding's resources have
not been used, except a holding's labour and they can: perform in a holding or outside (in
any other economic or off-economic activity). The share of FAHs with OPA not related to a
holding in a total number of FAHs in the Republic of Serbia amounts 42.9% (Cvijanovié
et.al.2014).

At the republic level and a total number of FAH, the most of FAHs with OPA not
related to a holding, are in the economic size class 0-1,999 euro or 19.9%, while the least of
these holdings are in the economic size class of 100,000 euro and over (only 0.04%). The
same situation is if we observe by the regions (Cvijanovi¢ et.al. 2014).

In other words, FAHs are, besides the primary agricultural production, forced to do
also other profitable activities, as in theirs, as well as outside their FAH. All of these point
out to a serious thinking to make serious preconditions in rural areas, even without some
strategic documents or serious plans at the republic and the local community level, and an
“initial spark” for the development of agricultural products processing in food products of
higher-processing-stages and all forms of RT on one hand, and other activities for which are
the basic conditions for the development, on the other hand. For example, that FAHs easily
turn to holdings which are engaged in the processing of agricultural products, except the
primary agricultural production, and the sale of these products, and some FAHs start to deal
with other additional profitable activities (tourism, hospitality, transportation and handicrafts).

If the Republic of Serbia had defined RD in 2011 as an economic, social and
ecological priority, then it is expected that the diversification of rural economy realizes in
socially, economically and ecologically sustainable way, where there must be paid a special
attention to the life quality improvement, decrease of poverty level and permanent taking
care on a social and ecological degradation.

RT should be recognized as an important activity which can initiate the process of
diversification of rural economy (MASTER PLAN OF THE SUSTAINABLE
DEVELOPMENT OF RURAL TOURISM IN Serbia, 2011).

There was organized research in several municipalities of Sumadija and West Serbia
to try to determine whether and how FAHs and rural tourism (RT) affect the RD of RA. The
research was done with FAH which are engaged in agricultural-food production and/or RT.
Although the questionnaire had 39 questions, we will cite several questions with answers,
which illustrate the best the significance of RT for the development of rural economy in RA
of examinees.

When they were asked, if they were engaged in agricultural-food production and if
they have a surplus in agro-food products (AFP), there were offered the following answers:
that they are engaged in agricultural food production and that they have surpluses in AFP,
that they are engaged in this production, but they don’t have surpluses in AFP, and others.
Of a total number of examinees, 91.6% was replied positively, i.e. that they are engaged in
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this production and they have surpluses in AFP, 8.2% was replied that they were engaged in
this production but without surpluses in AFP, and 0.2% of them were relied with “other”.

When they were asked, how they sell surpluses of AFP and where, there were offered
the following answers: at home, in the market, to processing capacities, to middlemen and
others. Of a total number of examinees, 49.7% was replied “at home”, 12.6% was replied
“in the market”, 25.9% was replied “to the processing capacities”, and 1.8% of them were
replied with “other”.

When they were asked, who they sell their surpluses of AFP to, there were offered the
following answers: to already familiar buyers, to passer-buyers, tourists (through diet and
purchase for ‘to go”) and others. Of a total number of examinees, 71.7% sell to familiar
buyers, 3.6% sell to passer-buyers, 20.6% sell to tourists, and 2.1% of them were replied
with “other”.

When they were asked, what form of AFP surpluses sale is the most profitable, there
were offered the following answers: sale to already familiar buyers, sale to passer-buyers,
sale to tourists, sale to tourists (purchase of AFP ‘to go”) and others. Of a total number of
examinees, 45.0% think that selling to familiar buyers is the most profitable, 23.1% think
that selling to tourists (nutrition) is the most profitable, 28.3% think that selling to tourists
(purchase of AFP for ‘to go”), and 0.7% of them were replied with “other”.

When they were asked, if and in which extent could increase the agricultural-food
production and make higher surpluses of AFP for the potential tourists, there were offered
the following answers: yves, double; ves, for a half of the current surpluses; there are no
capacities for higher production and others. Of a total number of examinees, 81.9% were
replied with “yes, double”, 15.2% were replied with “yes, for a half of the current surpluses”,
2.2% were replied that there is no capacities for higher production, and 0.7% of them were
replied with “other”.

When they were asked, if they would be ready to be engaged comparatively in
agricultural-food production and RT in their FAHs, there were offered the following
answers: yes, no, I don’t know. Of a total number of examinees, 95.6% were replied with
“yes”, 1.6% was replied with “no”, and 2.8% were replied with “I don’t know”.

When they were asked, who should start up their FAH to be engaged in RT (this
question was asked to FAH, i.e. to their representatives), there were offered the following
answers:FAH, FAH with the support of tourist organization (TO) and a municipality, TO,
municipality, municipality with the governmental support, I don’t know. Of a total number
of examinees, 12.9% were replied with “FAH”, 46.8% were replied with “FAH, with the
support of TO and municipality”, 9.9% were replied with “the local TO”, 17.5% were replied
with “the municipality”, 12.6% were replied with “the municipality with the governmental
support” and 0.3% were replied with “I don’t know”.

In accordance to this research and done in-depth interviews and discussions with
experts, there can be expected that Sumadija and West Serbia, and we are sure the whole
Serbia, have big chances for the RT development in all rural areas with the comparative
advantages in creating the tourist product supply, by enriching a tourist product through the
specific AFP.

The awareness is growing, not only of educated urban population in rich countries,
but also of the population in Serbia, that it is very important to relax in peaceful natural
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amenities, to eat top-quality food, introduce the production process of AFP, as well as to
know not only how much, but also what to eat. At the same time, the Republic of Serbia
disposes with a significant number of FAHs, engaged in the agricultural-food production,
which they cannot sell in the world markets, but they can do it successfully through the RT.
In other words, and the research has shown, that the population of Sumadija and West Serbia
(as well as the population in other regions of the Republic of Serbia), who offers rural tourist
products, pays special attention to AFP. It is the same with tourists, who come, not only to
see natural beauties, cultural and historical heritage Serbia disposes with, but also to enjoy
in delicious autochthonous food, great natural juices, rakia, wines, jams, salads, fruit
preserves without any artificial additives.

In order to define the RT significance for the development of RA, and also rural
economy diversification in some municipalities of Sumadija and West Serbia, and their
better positioning in the market, it is necessary to define strengths and weaknesses, as well

as chances and threats (Table 2).

Table 2: SWOT analysis of healthy-safe food and rural tourism of Central Serbia

STRENGHTS WEAKNESSES

» favourable tourist-geographic position of Bad  tourist  infrastructure  and
Sumadija and West Serbia, signalization in RA;

» alarge number of preserved and protected Inadequate legislation for the facilities
natural resources (especially clear soil, categorization,
water and air), Unfavourable age structure of population in

» a great potential for accommodation of RA (elderly and devastated village),
tourists in rural houses, Insufficient marketing presentation of the

» hospitality of population, potentials for the production of AFP and RT;

» diversity of a tourist product of RT, Insufficient measures of economic and

» good supply of an authentic AFP, i.e. food agrarian policy for stimulating the AFP i
and beverages, RT development,

» fair prices in regard to other countries, Insufficient state support and support of

» educational staff for the production of local authorities in funding the AFP and
AFP and for the RT. the RT development.

CHANCES THREATS

» changes in habits and values of tourists social-economic crisis, wars in the Middle
who search for AFP and a new natural East, refugees and other problems which
experience in RT; affect the tourists readiness to travel,

» connections in interest among a local weak or insufficient coordination among
authority, scientific and economic institutions in the field of AFP, i.e.
institutions, and FAH for the faster agriculture and tourism,
development of AFP and RT; Strong competition in countries which

» activation of a “dead” capital (empty develop similar or the same tourist
houses, stables, cultural centres, village products, such as Switzerland, Austria,
halls, etc.) in terms of the AFP and RT, Slovenia, Croatia, etc.

i.e. the RA development; elemental, unplanned and unprofessional
approach to the strategic planning and

5ED
2016

t"."

3" International Conference: "Higher education in function of development of
tourism in Serbia and Western Balkans"

Page 22




Co-funded by the

TODERNIZATIIN AN S Tempus Programme
YGRAMMES IN SER | | | SPS of the European Union

» Solving the state unemployment problem the realization of organic production and
through the employment of especially RT in RA of the central Serbia,
young people, starting from unskilled | > potential jeopardy of RA if the
workers to top experts in agriculture, i.e. sustainable development principles are
AFP, tourism, traffic, hospitality, trade not going to be respected, and if the
handicraft trades and other economic and natural wealth is not going to be preserved,
off-economic activities. » Potential jeopardy of flora and fauna in

unplanned utilization of them.

5. CONCLUSION

The Republic of Serbia disposes with the excellent natural conditions for the
agricultural food production; it has a significant number of FAH which are engaged in not
only AFP production, but they have a real capacity for the development of RT, too. At the
same time, the FAHs manufacture significant surpluses of AFP, which they sell with
difficulties, and which they could sell to rural tourists through meals or for “to go”. Besides,
RT would activate an unused “dead capital”, such as the significant uncultivated agricultural
areas, empty houses, stables, outbuildings, watermills, as well as the other facilities in rural
areas.

All of that enriches and differentiates the rural tourist supply of these areas, so it can
have also more significant impact, as of FAHS to RT and reversely, and all in order to
develop the entire rural economy.

It is desirable to plan strategically the development of RT in RA of the Republic of
Serbia, along with the respect of the comparative advantages they have, as regarding their
natural beauties, cultural-historical heritage, as well as regarding the cultivation of AFP and
collecting wild herbs, forest fruits, etc.

A unique tourist supply of Serbian RT, the strategic planning of agricultural
development and RT, would preserve also RA from destroying their original beauties, those
areas pollution and the preservation of flora and fauna, by which these areas dispose.

There could also employ a large number of workers and experts, not only in the field
of tourism and agriculture, but also all other economic and of-economic activities, because
the tourism is a ,,serviceable industry”” which set in motion all economic and off-economic
activities. Investing in RT in terms of the RA development would decrease a gap among
rural and urban areas, there would stop the migrations of work-active population (rural-urban
areas) and there would increase the life standard of rural population.
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Abstract: Tourism is a favorite leisure activity. The motivation which causes someone to choose certain
activities and a destination for vacation is an interesting issue, which allows for a better understanding of
people’s behaviour in the area of leisure spending.

This paper focuses on the analysis of the main reasons a tourist selects a holiday package tour in order
to visit Rhodes. Specifically, we are studying the case of a holiday package tour, enumerating and analyzing the
most important factors that prompt tourists to select this particular package, as well as the main factors that
affect a great degree of the returning process and the evaluation of the journey.

The data collection was implemented in Rhodes, Greece. A survey with 500 structured questionnaires
was collected in April 2016. The main results of the research are: a) the cost of visit a destination, the overall
organization of the trip, the need for communication and entertainment, time-saving, safety, guaranteed quality
of services provided, services of a tour guide, as well as the legal cover of the tourist in case of a mishap, are
very important reasons for which he/she can choose an organized holiday tour package, and b) tourists attach
great importance to the overall organization of the trip and the quality of the accommodation. Moreover,
infrastructure and the variety of activities, validity of information provided and pricing are considered equally
important elements for the evaluation of an organized holiday package tour.

Based on the findings of the study, some policy recommendations are given to the local tourism marketers
and hotel managers in order to develop the local tourism industry appropriately.

Keywords: Holiday package tour, Tour Operators, Travel Agencies, Rhodes, Incitement motives, Mass
tourism.

1. HOLIDAY PACKAGE TOUR

The organized holiday package tour represents a complex tourism product, created in
advance by the tourist agencies that are charged with settling the components of a vacation
trip.

A traveller’s need to reassure a great number of terms and conditions for his/her trip’s
normal outcome, made tourist agents take upon themselves the procurement of individual
components of said trip and combine them into a single tourism product (accommodation,
transport, nourishment, excursions, leisure activities etc).

The main advantage of an organized holiday package tour is that it is considered well-
defined and complete, ready to be distributed on the tourism market mostly as a product for
mass consumption. The unified price of the package is paid in full ahead of the trip,
something that relieves the tourist from distributing its total cost among its various components.
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But the final price is the most defining aspect of selection of a package and the main
advantage of the travel agents over the individual consumer, as they are able to buy bulk
allocations of the individual components (aircraft seats, hotel beds, excursions etc) in much
lower prices that the consumer cannot achieve. This is due to their bargaining power over
the individual tourism product suppliers (Varvaresos, 2013: 302-303).

2. SUMMER HOLIDAYS IN THE ISLAND OF RHODES IN GREECE

Rhodes is one of the most famous travel destinations in the Aegean Sea. It is the
largest of the islands that make up the Dodecanese group in the middle of the Aegean and is
one of the most developed Greek holiday spots in terms of tourism infrastructure.

Therefore, thousands of tourists from northern Europe and from other parts of the
world choose to spend summer holidays on the island of Rhodes in Greece both because of
its luxurious hotels and numerous tourist attractions.

Weather in Rhodes warms up already in April so there are many tourists who book
summer holidays already in April and begin to invade the most beautiful beaches of the island
attracted by the low prices of travel packages available in this part of the year. Moreover,
you will find very tempting deals also in October, which practically the last month of the
summer season is given that the weather is still warm and you can bathe without shivering
in the clear waters of the Aegean. But let’s see which the main attractions of Rhodes are?

The most popular beaches of Rhodes are Faliraki Beach located near the largest city
on the island, Rhodes Town. The location is a great advantage but here come a large number
of tourists during the peak season so the place is very crowded.

Other beautiful beaches but with a more pleasant holiday atmosphere are Lindos
Beach near the little village of Agios Pavlos (locals say that here disembarked Apostle Paul
when he came to the island), Ladiko Beach near Faliraki (the most famous tourist location
of island), Kallithea Beach (known for its mineral springs with hot water), Tsambika Beach
near the village of the same name, Afandou Beach (one of the longest sandy beaches on
Rhodes), Prassonisi Beach in the southern tip, Kolympia Beach (one of the least crowded
beaches of Rhodes) and more.

Actually, on the island of Rhodes in Greece are no less than 42 beaches with different
facilities, so you can choose one that suits you more both in terms of location and at the
facilities they offer.

Beach resorts and hotels in Rhodes are generally located in the most popular vacation
spots like Rhodes Town, Faliraki, Kolympia, Archangelos, Lindos, Pefki, Ixia and others.
They lie mostly on the east coast and provide excellent accommodation amenities and
superior service.

Rhodes is one of the Greek Islands with the richest history. The island was disputed
and conquered over the centuries by various empires that each left behind many relics that
have transformed today into stunning sights. Some of the most visited points of interest in
Rhodes are listed below.
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e The Old Town of Rhodes, a UNESCO World Heritage Site, is surrounded by an
impressive defensive wall which has various gateways and offers visitors many old
buildings, shops with various products and taverns where tourists can enjoy various Greek
culinary delights; this settlement is the oldest inhabited medieval town in Europe and its
main attractions include the Temple of Venus in Simi Square.

o The Butterfly Valley is located about 5 kilometers from the village of Theologos and
provides in August a unique spectacle with thousands of butterflies flying all around.

o The ancient city of lalysos is reminiscent of one of the three cities that existed on
the island in antiquity and today offers artifacts from all historical periods of the island
starting from the Mycenaean period, continuing with the Byzantine era (when the city was
called Filerimos) and ending with the era of Italian hegemony from the early 20™ century.

e The Seven Springs is located about 30 kilometers from Rhodes Town and is a
picturesque place in a valley surrounded by pines and filled with paths, bridges, seven
springs and a small lake around which live wild peacocks which can be spotted occasionally.

e The Marine Aquarium is known as the Hydrobiology Station of Rhodes and is
located in the north of the island; since 1963, it operates as a kind of aquarium museum
where people can view various marine species living in the waters surrounding the island.

e The monastery of Tsampika is a complex of religious buildings built in the
Byzantine style and located on a hill from where you can admire scenic views of the
surroundings; the monastery includes a Byzantine church and is located near the village of
the same name and is accessible by climbing about 350 steps; it is said that the place is
miraculous especially for women who cannot become pregnant - the legend says that after a
visit to the monastery, they are blessed soon with children!

o Acropolis of Lindos guards the new city on a hill and is one of the most impressive
archeological sites of Rhodes; otherwise, the entire area houses both ancient and Byzantine
relics, so history fans are advised to visit the surroundings of Acropolis as well.

e The ancient city of Kamiros is the place where was located the third ancient city of
Rhodes; these towns united in the 5th century BC and founded the ancient Rhodes, one of
the most powerful city-states of Greece.

o The Forest of Prophet Elijah offers stunning natural beauty with lots of pine trees
and is home to a monastery located on a mountain at an altitude of about 720 meters (2,600
feet); nearby are two rustic hotels hosting pilgrims who come to pray here.

e The Monolithos Castle is a place near the village of the same name where was
erected a medieval castle; the place is very picturesque and is accessible by a path that goes
through a pine forest.

e The Gulf of St. Paul is where it is believed that the Apostle Paul landed when he
came to preach the Christian teachings; it is located near the Agios Pavlos village and hosts
one of the island’s most famous sandy beaches, Lindos Beach.

Generally, Rhodes is a perfect travel destination to spend your summer holidays and
enjoy the attractions offered typically by the Greek islands: gorgeous sandy beaches bathed
by turquoise waters of the Aegean, warm and sunny weather, cozy accommodations in
luxury hotels, a variety of water sports, many beautiful places to visit, numerous sights of
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historical value, delicious foods, friendly locals eager to help when needed, and so on.
Therefore, it is not by chance that the island of Rhodes in Greece is among the most visited
vacation spots in Europe during summertime.

3. INCITEMENT FACTORS OF TOURISTS FOR CHOOSING AN
ORGANIZED HOLIDAY PACKAGE

According to Britten (2009), the popularization and democratization of tourism were
the outcome of a dramatic increase in tourist demand, caused mainly by the members of the
workforce expressing their biological need for rest and relaxation by everyday work-related
stress and the tediousness of everyday routine.

However, travel stereotypes are constantly changing, thus influencing the spatial
organization of the tourist flows. The tourism market changes and adapts itself to modern
tourism data.

Undoubtedly, selecting an organized holiday package tour is, for most tourists, the
best solution for visiting Rhodes, and it is imperative to list and analyze the main factors
leading them to their choice.

Price of the holiday package tour

Transportation of the tourists and their accommodation in a tourist destination equals
a certain financial cost, which includes individual costs for transportation, accommodation,
nourishment, transfers etc.

However, because most tourist destinations offer an array of tangible and intangible
products catering to different parts of the tourist market, final pricing covers a wide range of
tourist products, which means that there are different prices for products of different quality
levels. The total cost amounting to a visit to a tourist destination is analogous to the cost of
the individual components and services comprising the package tour. The higher the cost of
the individual tourist services of the package, the higher the final pricing of said package is
and, by definition, the higher the cost of vacation at a tourist destination. On the contrary,
the lower the cost of the individual tourist services included in the tourist package, the lower
the final pricing of said package is, and, by definition the lower the cost of vacation at a
tourist destination (A Bair C. 2009).

Without a doubt, the so called “low-cost” service providers are the basis for the
“autonomous tour packages”, in which the tourists book their air transfer and their
accommodation on their destination via the Internet. Naturally, this is not to the advantage
of the traditional Tour Operators (T.O.), because those consumers follow the principle of
free distribution, without the mediation of the large international tourist agencies that have
been defining incoming tourist flows and reservations in most markets for years. The
competition between “established” T.Os and “low-cost providers” on package tours has
reached its peak during the last years. The United Kingdom is a suitable example, as in this
country the decrease in the organized vacation market led to the integration of the Tour
Operator market. This gave the most benefit to the consumer-tourist, by providing him/her
with tourist services in very affordable prices.

-
Ce . . o o A
\, 3" International Conference: "Higher education in function of development of

SED tourism in Serbia and Western Balkans"
2016

Page 28



Co-funded by the

[©8) VTN AN S Tempus Programme
CRAMVES IN SERI | | | SPS of the European Union

Time-saving

Selecting a package tour can be completed with a single transaction. The tourist
contacts the tourist agency, from which he/she buys the complete holiday package, thus
reducing by far the amount of time that would be needed if he/she tried to organize the trip
all by himself/herself.

Organizing the trip

An organized holiday package tour seeks to isolate or minimize all the possible
negative surprises that are often part of a trip or holiday by individual tourists (Mintel 2013).

By choosing an organized holiday package tour, a tourist automatically secures the
“where, when, how” of his/her holiday, thus putting all the consideration to how better to
satisfy individual needs. By buying a package tour, the tourist’s desire is the
complementarity of the various services offered in the package. For example he/she knows
in advance the date and time of arrival and departure, the conditions of his/her stay and the
places to be visited. A sense of harmony in the trip and the activities at the intended
destination gives the tourist a feeling of security and certainty, while he/she has the
opportunity to calm down and relax, without the various worries arising from the necessary
procedures of organizing the trip.

A special significance is given to a decision by a family to buy a holiday package tour.
It is known that the existence of kids in the family is a decisive factor for choosing the place
and the time of the vacation (Bovagnet 2006).

Guaranteed quality of products and services provided

Holiday package tours offer guarantee for the quality of the products provided, in the
form of the contract for the realization of the trip. The detailed description of the product at
the brochures, the contract and the presence of the tourist agency’s representatives at the
destination, largely ensure the consumer’s satisfaction.

The need for communication and entertainment

Vacations are held during a specific time period, when the search for other people and
for communication with them is considered paramount. However, there are many individuals
that wish to relax during the vacation period, to isolate themselves from all of their concerns.
Undoubtedly, the great majority of tourists depart during the same time period for the same
tourist destinations looking for relaxation, entertainment and, why not, the forging of new
friendships, relationships etc.

The human need for communication and the desire for entertainment are strong and
vacation is a chance for satisfying both. Most people see vacation as a holiday season,
coming in stark contrast to the other months of the year and a mediocre, continuous and
repeating lifestyle. Vacations offer the chance for renewal (both physical and mental), so the
tourists can then return to their everyday way of living somewhat relaxed, waiting for the
next “escape” (Garter, Lime 2000).

Organized holiday package tours and, mostly, mass transit to a tourist destination,
offer a chance for people to meet, whereas during the activity schedule, human relationships
are forged, stronger of more casual. Times when individual tourists selected the same
package for the same destination as other individual tourists and them became partners for
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life and/or permanent residents of the destination where they met their significant other are
not uncommon.

Lastly, an organized holiday package tour is giving the tourists, if they wish a chance
to satisfy the human need of gaming. By selecting a specific package tour, a tourist knows
beforehand that it gives him/her the chance to live in a world of gaming, where his/her wishes
can be fulfilled (Tsartas 1996: 207). Modern organized hotel have increased their specialized
services towards the fulfillment of this motive. Tourists, through the process of gaming,
often change their consumer behavior and even differentiate their moral standards
sometimes, looking for the liberty not present in their everyday lifestyle (Manolis, 2009).

Security
Security is a major factor in the process of selecting a destination. Increased incidents

of terrorist activity are a major cause for concern to a traveler (Mavondo & Reisinger 2005).
A tourist needs to feel safe. This need, as well as the services offered, must be catered
to by the service providers, as far as possible. This is why special attention is given to
creating package tours in safe destinations.
According to Varvaressos (2013), lack of security, apart from not activating all the
motives of tourist demand, is also turning into an important factor of the spatial
rearrangements of international tourist flows.

Guided Tour Service

The presence of a certified professional tour guide is included in many package tours.
The tour guide, apart from the guide services proper, is also charged with solving problems
the tourists are facing during their stay at a destination and also offers psychological support
whenever required.

Moreover, the tour guide helps tourists to better allocate their time by selecting the
places and sites they are going to visit. Many tourists believe that, by selecting a package
tour, they will learn a destination by listening to a professional tour guide.

The tourist’s legal cover

Tour packages offer legal cover and obligations for refund in case of not meeting the
terms of the signed contract. If the client denounces the contract, or if, for any reason not having to
do with the client, the tour organizer cancels the trip before the arranged departure date, the client
is entitled to ask for an organized holiday package tour of the same or better quality. In case the
package offered is of lower quality, the organizer is obliged to refund the price difference.

Moreover, if the organizing tourist agency goes bankrupt, guarantees are in place,
ensuring the traveler that he/she will get his/her money back, whereas, if the trip has already
started, he/she will be returned home. Practical details on those matters are always dependent
on the national legislative frameworks and the insurance organization through which the
agency has ensured the clients protection.

4. BASIC ELEMENTS IN THE EVALUATION OF AN ORGANIZED
PACKAGE TOUR

Return and readjustment in the place of permanent residence and the workplace seems
quite easy for a tourist in the present circumstances. But it would be short-sighted to consider
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the process of return to daily life as something pleasant, since, no matter how long the
vacations are, we still want even more.

The tourist that has chosen a specific package tour evaluates the trip upon his/her
return and sometimes this is the preamble to designing and choosing the next trip (Wang
2010: 154-179). Thus, it would be safe to say that the basic elements of a package tour that
have an effect on its evaluation by the tourist are:

Total cost

The tourist, upon his/her return, evaluates the total cost of his/her visit to a destination.
More specifically, he/she evaluates the prices of goods and services at the lodging site and
outside of it, at the destination in general, so as to meet the quality standards he/she expects
(Schiffman, Pearson 2007).

Without doubt, the global economic crisis had a great effect on tourism. The reduction
in the consumers’ available income is palpable and consumer trust has been significantly
reduced. However, the devaluation of the Euro (the common European Currency) has made
European destinations more attractive for citizens of non-European countries with fast
economic growth. Short-term vacations, discounts and lower tourist spending are the trends
at the time.

Organizing the trip

The travel agency’s service package must conform to the tourist’s expectations and
provide comfort, both during the outgoing and the incoming phases of the trip (Swarbrooke,
Horner 2004).

It’s not unusual for a tourist to feel discomfort, because, in an attempt to capitalize on
lower prices, tourist agents make him travel at nighttimes, leading to his/her exhaustion.
Moreover, long delays and time-consuming queues bring fatigue, irritation and generally
negative impressions for the whole package tour procedures.

Quality of the accommodation

The quality of the accommodation plays a very important part at the evaluation of the
trip, because the tourist spends a great deal of his/her time in the premises and consumes the
tourist services provided in the package tour.

It is a known fact that the quality of service and the functionality of the lodging
facilities provide the elements that differentiate “vacations” from the familiar environment
of the tourists, building a positive mood on the way.

Infrastructure and variety of activities at the destination

A tourist choosing this type of organized vacation is looking for organized
infrastructure and services, as well as a variety of activities on the destination. He/She looks
for something different from everyday life, expecting the best possible amount of “pleasure”
(Morrison 2010). Moreover, a tourist seeks for “authentic” experiences, capable of
designating the destination as “different”.

Validity of information

Each tourist, before he/she arrives at the travel destination, has preconceived images,
formed by advertisements and all the information received by the tourist guide publications
and the travel agencies. More often than not, these images are different from reality,
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something that is disappointing for the tourist and creates a negative perspective that affects
the trips overall evaluation (Bigne, Sanchez 1., Sanchez J. 2001).

5. RESEARCH OBJECTIVES

The main objective of the present research paper is to highlight the factors that
motivate tourists in choosing an organized package tour in Rhodes, as well as to pinpoint the
basic elements of evaluation for this mode of tourist transportation.

After the cataloguing and analysis of the primary research results, combined with the
researchers’ personal knowledge base and the secondary research data, the ulterior objective
is to determine the wishes of potential tourists concerning their choice in organized holiday
package tours in Rhodes and the design of tour packages catering to those needs and
specifications by the package tour organizers.

6. METHODOLOGY-ANALYSIS

Primary research took place between April 22 2016 and April 28%, 2016 at
“Diagoras Airport” Rhodes Airport, on tourists-consumers that were bound to travel in a
domestic or international flight.

The instrument for collecting the sample’s answers was a structured questionnaire. A
total of 500 questionnaires were collected, of which 250 were chosen as the primary sample,
utilizing the systematic sampling technique. More specifically, the allocation of the sample
is as follows (Table 1).

Table 1: Research Sample

Data Description Frequency [Percentage
Male 114 45.6%
Sex Female 136 54.4%
Total 250 100%
<18 12 4.8%
18 —29 71 28.4%
30 -39 94 37.6%
Age
40 - 50 42 16.8%
>50 31 12.4%
Total 250 100%
Single 67 26.8%
Marital Status Married 183 73.2%
Total 250 100%
. High School 109 43.2%
IEducation - -
University/College 89 35.6%
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Postgraduate degree 52 20.8%
Total 250 100%
Employee 112 44.8%
Civil Servant 52 20.8%
Occupation Freelancer 41 16.4%
Unemployed 45 18.0%
Total 250 100%
< 1000 € 172 68.8%
1001 — 2000 € 71 28.4%
Monthly. szﬁ;?y"“al 2001 — 3000 € 5 2.0%
> 3001 € 2 0.8%
Total 250 100%

7. RESULTS

In this section we present the results of the research pertaining to the attractiveness of
acquiring a package tour in Rhodes. Diagram 1 and Table 2 that follow, refer to the
possibility that tourists-consumers will pay for an organized holiday package tour.

More specifically, we can see in Table 2 that 86.8% of the consumers within our
sample are almost certain to buy an organized holiday package tour in order to visit Rhodes,
while 10.8% thinks it is possible. The possibility of not paying for a package is only 2.4 %
of the total sample.

1 o,
0,8% 6%

OExtremely
Unlikely
BQuite Unlikely

10,8%

DOPossible

DOOuite Possible

59,2% / \27,6% ETotally

Possible

Diagram 1: Possibility for buying an organized holiday package tour in Rhodes

Table 2: Possibility for buying an organized holiday package tour in Rhodes

Extremely | Quite . Quite Totally

Unlikely | Unlikely | PP | possible | Possible | | °t!

2 4 27 69 148 250

0.8% 1.6% 10.8% 27.6% 59.2% 100%
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At Table 3, that follows, the main reasons for selecting an organized holiday package
tour are highlighted. Specifically, the most important reasons for a tourist to select an
organized holiday package are the cost of visit to a destination, the planning of the trip, the
need of communication and entertainment, time-saving, guaranteed quality of services
provided, services of a tour guide and legal cover.

Table 3: The most important reasons for choosing an organized holiday package tour in

Rhodes
Reasons for choosing | Extremely L . Ne1ther . Extremely
a holiday package insignificant Insignificant | significant, nor |Significant Significant
insignificant
Total cost of visiting 0 9 15 69 157
the destination 0% 3.6% 6.0% 27.6% 62.8%
WNeed for 1 9 32 115 93
communication and . . . . .
entertainment 0.4% 3.6% 12.8% 46.0% 37.2%
Efficient organization 2 6 11 88 143
of the trip 0.8% 2.4% 4.4% 35.2% 57.2%
, , 0 0 4 182 64
Time-saving
0% 0% 1.6% 72.8% 25.6%
5 10 20 103 112
Safety
2.0% 4.0% 8.0% 41.2% 44.8%
Guaranteed quality of 0 11 16 135 88
the services provided 0% 4.4% 6.4% 54.0% 35.2%
. , 0 2 6 175 67
Tour guide services
0% 0.8% 2.4% 70.0% 26.8%
Legal cover of the 2 11 31 89 117
tourist 0.8% 4.4% 12.4% 35.6% 46.8%

Therefore, based on the particular data of this research, the extracted results shed light
on the importance of the reasons for choosing a holiday package. More precisely, 98.4% of
all those questioned believe that time-saving on the part of the tourist is an important or very
important reason, both in the stage of planning as well as in the stage of executing the trip.
96.8% of the tourists wish the inclusion of tour guide services on their tour package, while
92.4% of them believe that the efficient organization of the trip by the organizer is a serious
factor in choosing this type of vacation.

Given the reasons for choosing an organized holiday package tour in Rhodes, the tofal
cost of visit to the destination and guaranteed quality of services provided, follow closely
with 90.4% and 89.2% respectively. Moreover, safety with 86.0%, the need for
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communication and entertainment with 83.2% and finally, legal cover of the tourist with
82.4% conclude the total answer count.

On Table 4 that follows, we can observe the elements that are deemed the most
important and play a part in the evaluation of a package tour. Specifically, it was noted that
tourists-consumers highly value the efficient organization of the entire trip and the quality
of the accommodation. Infrastructure and the variety of activities at the destination,
reliability and validity of information provided by the organizers, as well as the pricing are
also considered important in the evaluation of an organized holiday package tour.

Table 4: The most important elements for the evaluation of an organized holiday package
tour in Rhodes

Not Somewhat Quite Very
Important elements Important | Important | Important Important Important

Efficient organization 4 0 8 96 142

of the trip 1.6% 0% 3.2% 38.4% 56.8%
. . 0 1 1 51 197

Quality of accommodation 0% 0.4% 0.4% 204% | 78.8%
Infrastructure and the variety 2 3 2 118 125

of activities at the destination 0.8% 1.2% 0.8% 47.2% 50.0%

Validity of information O?A) 1.2% 3 .g% 369;% 5;;7%
- 1 2 3 49 195

Pricing 0.4% 0.8% 1.2% 19.6% 78.0%

More precisely, taking into account all the answered questionnaires, 99.2% considers
the quality of the accommodation an important or very important reason, while 97.6%
attaches importance to pricing. At this point, it needs to be mentioned that 68.8% of the
research sample has a personal monthly income of less than 1,000 €, with 18.0% of the
sample being unemployed.

The importance of infrastructure and the variety of activities at a destination comes
after that with 97.2%, validity of information with 95.6% and the efficient organization of
the entire trip with 95.2%.

8. CONCLUSIONS

At this research paper, we attempted to catalogue and highlight the main motives that
tourists have, for choosing an organized holiday package tour in Rhodes.

From the results of primary and secondary research conducted, we can assume the following:

a) The cost of visit to a destination, the overall organization of the trip, the need for
communication and entertainment, time-saving, safety, guaranteed quality of services provided,
services of a tour guide, as well as the legal cover of the tourist in case of a mishap, are very
important reasons for which he/she can choose an organized holiday package tour in Rhodes.

b) Tourists attach great importance to the overall organization of the trip and the
quality of the accommodation. Moreover, infrastructure and the variety of activities, validity
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of information provided and pricing are considered equally important elements for the
evaluation of an organized holiday package tour.

Without a doubt, the global economic crisis, unemployment and anxiety about the
future are obstacles for a vacation trip. An organized holiday package tour for Rhodes offers all the
right motivation and elements that the tourists wish, in order to decide a future tourist excursion.

Considering the tourist destination, it is the single most important factor of the
package tour and the criteria for choosing one must be rational, or else a string of highly
problematic destinations are offered, with inescapable negative consequences on a tourist-
centered economy at a local, regional and national level.
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Abstract: Most tourism destinations in the world today have god conditions for the stay, they stress the
uniqueness of their own culture and heritage and describe local population as rather hospitable. However, this is
no longer a sufficient basis for differentiation on tourism market. In conditions of extremely turbulent and
competitive market, tourism destination must create a unique identity which differentiates it in relation to the
competition, which enables growth and development in tourism market. Creating the identity of tourism destination
is closely related to destination branding. Based on the analysis of the good examples of branding famous
destinations in the world, the purpose of this article is to analyze the relationship between branding and tourism
destinations, and to highlight the importance of branding Serbia as a tourism destination. The findings suggest
benefits for all stakeholders, destination branding provides, on the one hand, the basis for developing policy to
pursue economic and tourism development and, at the same time, it serves as a conduit for tourists to identify with
destination.

Keywords: destination brand, brand management, tourism, tourism destination, Serbia

1. INTRODUCING

As tourism is one of the largest sources of economic activity in the world, travel and
tourism generates economic activity worldwide representing 10% of total global GDP.
International tourism represents 7% of total world exports and 30% of services exports
(UNWTO, World Tourism Barometer 2016). The industry also accounts for 200 million jobs
direct and indirect. According to the World Travel and Tourism Council (WTTC) every 11
jobs in the world belongs to the tourist activity (WTTC, Travel& Tourism Economic Impact
2015). Tourism is not only one of the world’s largest, but also one of its fastest growing
industries. The importance of tourism and the entry of many new destinations into the market
have forced all to emulate and compete in the battle at a global level (Riege, A.M., et al. 2001)
to win many tourist markets (Konecnik, M. 2002). This intense global competition in the
tourism industry forces destinations to develop strong, unique, and competitive destination
brands.

In recent years, tourism in Serbia occupies an increasingly important place on the
economic map of the country, and thanks to large investments and increasing revenues in
gross domestic product, great attention is focused on the branding in order to develop tourism
offers in contry. In the absence of sea destinations, there is a need to develop a greater number
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of available tourism destinations. Serbia should use natural resources and the traditional
hospitality of people for the development of tourism. Destination branding requires focus and
commitment of time, people, resources and changes in policies at local and national level,
culture and mindset.

2. CONCEPT OF TOURISM DESTINATION

Main element of tourism and tourism movements development in general is tourism
destination (Cerovié, S., 2012). The concept of tourism destination is one of the most
important, as well as the most complex aspects of tourism (Saraniemi, S., Kyldnen, M., 2011).
Destinations are the areas where majority of tourism products are created. Accordingly, in
destinations there is the largest part of total tourism economy and the majority of positive and
negative effects of tourism development are expressed there (Popesku, J., 2011). Murphy
(2013) believes that tourism appears in “destination areas”, and those are the areas with
different natural and built resources that attract tourists for the range of different activities.

By destination, Baki¢ (2005) implies “more or less encircled geographic whole that
disposes with attractive, communication and receptive factors, i.e. all those natural, social,
anthropogenic, cultural and historical, transportation factors and assumptions of
accommodation, food, vacation, recreation and entertainment of tourists“. According to
Buhalis (2000), destinations are amalgams of tourism products and services, offering an
integrated experience to consumers. Therefore, like all consumer products, tourism
destinations must persuade their customers that they have some combination of benefits which
no one else can offer (Economist, 1998).

By destination, Inskeep and Kallenberger (1992) imply a specific narrower or broader
spatial unit where tourism traffic is achieved and this unit can be each place that disposes with
tourism capacities, as well as each region where several tourism centers are located. Holloway
(1989) says that a destination can be a place for vacation or business center that tourists visit
and stay there. This can be one region or country through which they travel, even a ship for a
roundtrip that goes to several ports. The most correct is to say that destination is one or several
places where tourists come and stay and which are main goal of their movement.

From definitions and interpretations mentioned it comes that the term “tourism
destination” implies different types of spatial units where tourism traffic takes place, and it
usually has local and regional, and then national, or even continental character (locality, center,
region, country, group of countries, even a continent) (Jovi¢i¢, D., 2011). Therefore,
destination can be a continent (Europe), country (Austria), region (Costa Brava), island (Bali),
village (Olimje in Slovenia), city (Paris) or a separate center (Disneyland) (Milicevié, S.,
2015). There are also the opinions that destination can also be an individual accommodation
and catering facility, for example hotel or tourism complex developed as an integrated unit
meant for a wholesome satisfaction of the needs the tourists have for vacation, entertainment
and recreation, which is called a resort (Zecevic, B., 2007).

Based on everything above-mentioned, we can conclude that tourism destination is much
more than a mere geographic place; it is the diversity of products, services, natural resources, created
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elements and information that are able to attract a number of visitors to one place (Leiper, N., 1995;
Bieger, T., 1998), and that, through joint activities, provide tourists’ needs satisfaction (Mili¢evic,
S., Pordevi¢, N., 2106). Regardless of the differences in interpretation and defining of
“tourism destination” term, we can say that it is about one of the most important elements in
tourism development system where tourism services and products are consumed.

3. ROLE OF BRAND AND BRAND MANAGEMENT

Intensive competition in the market and changing business conditions make
companies continuously search for new sources of competitive advantage. The market
globalization has united consumers in setting their requirements before the companies and
contributed to development of new marketing strategies which enable the growth of
satisfaction and loyalty of consumers toward a brand, directly implying the improvment of
financial performances in business.

Creation and development of a brand represents a long-term investment of a company.
The implementation of the brand management concept contributes to the brand's market
performance and overall financial performance. Orientation towards the company brand is a
starting determinant of the strategic brand management.

Branding strategy creates original or unique recognition of products, services, a
geographical destination, a person or a group of people, a concept, a business model, a
company or an institution and a differentiated offer compared to the competition. Brand has
become the association of strong identity and global success, regardless of the carrier in question.

In the process of developing a new product or service, when a name, logo and other
specific features are created, we potentially create a new and successful brand. The word brand
comes from an old Skandinavian word brandr and its original meaning is to stamp or to burn
(Sarkar, A. N. & Singh, J., 2005). In jurists terminology, the word stamp is still used instead
of the word brand. In contemporary Serbian language, terminology in economy and daily life,
the English word brand is frequently used, and it is identically pronounced in Anglo-Saxon
literature and almost all parts of the world.

American Marketing Association (AMA) defines brand as a name, term, design,
symbol, or any other feature that identifies one seller's good or service as distinct from those
of other sellers ( https://www.ama.org). Kotler and Aaker have accepted this definition.
Therefore the brand is a product or service with specific attributes that somehow separate it
from other brands created in order to satisfy the same need. Asccording to Interbrand, “brand
is a combination of tangible and intangible features, symbolically marked through a trademark,
which creates and generates value if it is well managed” (http://interbrand.com).

Brand management is related to the process of creating brand identity. Management
of brand identity elements is a priority of brand management in the process of building a
unique offer. By developing a specific name, package and design — a brand is created.
Particular brands also have their logo, and by building brand identity, we enable the consumers
to develop (create) associations in relation to the brand (for example, prestige, economy, etc)
and the process of decision making of consumers regarding the purchase is facilitated.
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Numerous functions of the brand achieve different benefits both for companies are
consumers. Brands are the confirmation of quality, their good reputation is trustworthy and
gives security to consumers during selectiona nd purchase, reducing the perceived risk (Jobber,
D., 2004). Brand reputation is priceless, paricularly in situations where it is difficult for
consumers to evaluate teh quality, which is the case with services, scents and drinks. In these
markets, strong brands dictate great price premiums and are worth more than a functionally
equivalent product or service.

Holders of the brand can be people, objects, tourism destination, goods, services and
the like. It is accepted in practice, as well as in marketing literature, that each superior product
can be a brand. All organized and individual activities can take on a characteristic of the
product. All those who are worth, which draws attention, which are superior and distinctive,
can and should be carriers of the brand. For that reason, brand concept is very important for
the management of countries, cities and regions because it is rather good in undertaking the
idea that places need to understand and manage both internal identity and external reputation
(Anholt, S., 2007).

Brand is a psychological category and it is a perception in consumers’ mind. This is
best illustrated by famous sentence of Walter Landor, pioneer and expert for branding (Alitalia,
British Airways, Singapore Airlines, etc.): “Products are made in factories, but brands are
created in the mind”.

Creation of positive experiences represents a new evolution phase in economy and
marketing. Companies that control the access to the majority of authentic experiences are in
teh position to create strong branding startegy. During the branding process, the company
creates a desired perception and associativity in consumers’ mind. Visual and communication
identity of the brand is only a form of appearance of what the product or service pretends to
offer the consumer. Behind this, there is a multi-dimensional map of potentially positive and
negative conotations for the brand. They can have their source in teh domain of psychological,
emotional, social, cultural, etc. Management of the elements mentioned represents a breaking
points that is the beginning of strategic access to brand management.

3. CONTRIBUTION OF BRANDING IN DEVELOMENT OF TOURISM
DESTINATION

Destination brand can be defined as a name, symbol, logo and/or other graphics that
serves to identify and distinguish the destination in relation to competition. It gives a promise
of unforgettable experience of travelling to certain destination for potential visitors and it also
serves to strengthen and improve memories of nice experiences, for those who have already
been there. Destination marketing “includes all the activities and processes that relate sellers
and buyers, focusing on the answer to consumers’ requests and competitive positioning; it
includes making decisions on the product, branding, price, market segmentation, promotion
and distribution” (Veljkovi¢, S., 2010.).

Destinations, territories and historical sites as carriers of the brand have a strong effect
on the development of tourism and economic activity in a country. Destination marketing is
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studied as a separate discipline in developed countries, where each region is being approached
with special attention in economic and tourism sense. Name of territory and sites can not be
changed, but it is possible to adjust the strategy of branding so to affirm national values in the
awareness of the general world public. Success in attracting tourists is determined by the
strategic approach to branding of destinations. Branding can encourage positive associations
with specific geographic location and it creates a positive image of the destination, in order to
attract more visitors. Serbia is at the beginning of the development of a national branding
strategy, and the increase in number of foreign visitors in recent years motivates competent
institutions to invest in the restoration of historic sites, buildings of national importance and
improvement of tourist facilities. Different events which attract a lot of media attention and a
significant number of visitors are also often branded (Mandari¢, M., 2015).

The significance of banding in tourism can be explained by five factors (Moutinho,
L., 2000):

1. As firms in the hospitality industry jockey for global market share, it is critical to
carry over the positive images of established names from country to country. For instance, US
hotel chains such as Marriott, Days Inns and Embassy Suites are aggressively seeking foreign
markets and hope to capitalize on established reputations.

2. Repeat business represents an important source of the tourism industry income,
and repeat business depends on satisfied customers and recognizable brand name. In other
words, product acceptance is improved when brand names are popularized.

3. Considering the vast majority of new brand introduction (from cruise lines, to car
rental companies, to tour package companies, to hotels), the consumer can only be bemused
and confused. The rapid rate of new brand introduction complicates the tasks of travel agents
and highlights the importance of obtaining customer brand recognition.

4. The choice of a brand has implications for the firm’s marketing mix consisting of
product strategies, promotional strategies, pricing strategies and distribution strategies.

5. Customer loyalty in tourism is difficult to establish, but critical. A number of
studies have shown that even when customers are reasonably satisfied with a travel
experience, curiosity would attract them to try other alternatives. Vacationers and tourists
continuously seek out new experiences, new locations, new airlines and new hotels. The more
diverse the customers and tourism adventures, the richer their experience. For all these
reasons, brand loyalty is difficult to obtain and hence branding is very important.

In service activities, and particularly tourism, the significance of internal dimension
of service brand is huge (devotion of employees to the brand, uniforms, business culture and
communication of employees etc.), then there is a need for overcoming the intangibility of
service, its visualization, materialization and personalization through the development of
recognizable trademark, slogan and direction towards the creation of long term relations is by
far greater than in classical approach to branding in case of physically tangible goods. Also,
corporate brands have very important role and there are many examples of successful branding
in tourism industry: hotel chains (Best Western, Hyatt), rent a car agencies (Hertz, Avis),
airline companies (Cathy Pacific, Lufthansa), tour operators (TUI Group, Thomas Cook), etc.
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Destination brands are similar to corporate brands, as they act as umbrella brands for
a portfolio of leisure, investment and business tourism, and stakeholder and citizen welfare
products. Destinations like corporations are subject to increasing market complexity
(globalization, internal and external government policies, foreign exchange fluctuations and
natural environment) and increasing marketing costs, which warrants a corporate branding
approach. Hence corporate branding strategies can be extrapolated to the destination context.
Destination brands are also similar to product and services. They have both tangible and
intangible components, are mostly service dependent, and can be positioned through the use
of slogans (Balakrishnan, M. S., 2009).

The goals of branding the destination can be (Veljkovié, S., 2010):

e Visitors attraction;

e Business attraction;

e Maintenance and expansion of the existing business;

e Promotion of small business expansion;

e Increase of exports from the region and greater investments in the area;

o Attracting the population or the change of its structure.

Comprehensive branding is crucial for each country that plans to promote the tourism
and increase the attraction of its tourism products. The aim of branding is to differentiate a
specific product in the market in relation to other products. Even if the majority of tourism
destinations in the market look a lot like each other, have good conditions for the stay, stress
the uniqueness of own culture and heritage, perception of a certain destination must be
different. The aim of branding tourism destination is to create a perception in the mind of
consumers that there is not a single similar destination in tourism market, that it is special and
it should be remembered as entirely unique. However, it is very important to remember that
branding does not take place in the market of products and services, but exclusively in the
heads and minds of consumers (Keller, K.L., 2003).

There are three main levels in tourism destination branding (Purasevi¢, S., 2007):

o Setting key values of destination;

o Their usage and upgrading in all promotion activities;

e Support with a sign or a logo, as well as a consistent design.

By key values of destination we imply elements that require a fair access to evaluation
of the things that destination really disposes with and that it firmly represents. They should be
sustainable over the time, as well as recognized by the tourists. It is required to identify a clear
set of positive values of destination, which has a credibility and is based on research results
and reflects the perception of the former and potential tourists. It is required to present what
makes a destination different than some other: natural values, cultural and historical wealth,
customs, language, people.

One of the most frequently used definitions of tourism destination brand is: Tourist
destination brand is a name, symbol, logo or some other graphical sign that simultaneously
identifies and differentiates tourism destination, moreover, it transfers the promise on
unforgettable experience of travelling that is uniquely related to destination and it also serves
to strengthen and intensify the memory of the pleasant experience related to tourist stay in a
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destination after the trip (Ritchie, J.R.B., Crouch, G.I., 2003). The following are some
examples of brands and emotional value propositions of some successful destinations.

Examples of brand tourism destination and emotional promise

Destination Brand Emotional promise

Canada e Brsglosng’ The ult1mate in personal explo.rat1on &
Personal immersion and escapism

India “Incredible India” Incredible sp1r1tu.a! dlsgovery and dlYers1ty
& Adventure, spiritualism and mystique

. » . . The best of Asian culture &
Malaysia LRTEET) 1Ty Broadening cultural horizons
“100% Pure New Back to nature the way it was &
New Zealand

Zealand” Most unspoilt/authentic nature/lifestyle
UNWTO, A Practical Guide to Tourism Destination Management 2007

Successful branding implies a unique message directed to the tourist through which
the tourist will have the feeling of unique and unrepeatable experience that can be felt if a
certain tourism destination is visited (Steti¢, S., Simi¢evi¢, D., 2014).

As good examples from the practice, we can mention the brands of the two extremely
popular tourism destinations (UNWTO, A Practical Guide to Tourism Destination
Management, 2007):

e The “I love New York” brand has been one of the strongest, longest-lasting
regional brands in North America if not the world, running for some 30 years. The design is
one of the most recognisable logos of any city in the world. The powerful emotions evoked
by the brand took on new meaning in the aftermath of the World Trade Center tragedy,
allowing New Yorkers to honour their heroes, survivors and victims and to demonstrate their
pride in their city and for the world to express their compassion and solidarity. Recognising
the strength of the campaign, its logo and slogan, Governor Pataki announced an
unprecedented US$ 40 million “T love New York™ advertising campaign three weeks after
the attacks to both solicit and convey support for New York. In the weeks and months which
followed, the “I Love New York” campaign proved invaluable in the efforts to rebuild
downtown’s economy, retain vital businesses and industries and revive New York’s tourism
industry. This example illustrates the powerful influence that a strong brand such as this can
evoke, assisting the city to recover from extreme events such as the 9/11 tragedy.

e In 2002/2003, the Indian government launched the Incredible India branding
campaign aimed at acquainting domestic and international travellers with the many unique
experiences that India offers. The objectives of branding India were to: Produce a unique and
attractive offering to meet the rational and emotional needs of the tourists and build a strong
visual identity for India. Develop India into a global brand, with worldwide recognition and
strong brand equity and create a unique identity for India as a differentiated tourism
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destination. Re-position India as a premium destination with all communication sharply
focussed to attract upmarket clientele. In support of this upmarket brand, their focus has been
to improve infrastructure and provide, clean, hygienic surroundings at heritage sites and
monuments. The Ministry of Tourism has also moved towards developing integrated circuits
creating one tourism and cultural hub in each state of India and islands of excellence from
tourist arrival to departure.

Good example of destination branding in Serbia could be the mobile application
"Kragujevac Talking" - a practical guide for visitors and tourists, which designed by the
company "Telekom Serbia", in cooperation with the City Tourism Organization Kragujevac.
The application is made in the framework of the project "City Talking" and is an excellent
example of cooperation between a successful company with a local partner in creating
destination brand and new value for all the tourists and visitors of this city. The project "City
Story" Telekom Serbia promotes the use of modern communication models in presenting
tourist offer. In the same way previously presented the most significant cultural and historical
landmarks in Belgrade, Novi Sad and Nis. In a simple and fun way application provides basic
information on buildings and monuments, their builders, as well as the most interesting
events that are linked to them. Free applications with 40 major locations in Kragujevac and
its surroundings, contains articles and photographs as well as audio files that allow users to
watch a particular object while at the same time hear about its history and characteristics.

An integral part of the application is functionality ,,augmented reality” that is available
on smart phones and other mobile devices. This functionality helps the visitors to, through
an educational and entertaining way, obtain basic information about the most significant sites
of the city. At the same time, employees had the opportunity to participate in an innovative
project, since so far no recorded cases of use ,,augmented reality” applications that are
intended for the presentation and promotion of local attractions. The application is available
on Google Play and the App Store in the Serbian and English language. If taken up in full,
the use of the application is not necessary that the mobile device is connected to the Internet,
so that visitors from abroad will have no additional roaming costs for data transmission. Also,
the company Telekom Serbia has in the past provided free Internet access at three locations
in the city, so that visitors Kragujevac easier to download applications (Mandari¢, M., 2015).

4. CONCLUSION

Cities, regions and states throughout the world are faced with an increase of
competition between destinations (places), which is visible in different areas through the
struggle for: resources, sale of products and services, business operations, as well as tourists,
visitors and population. Economic and cultural globalization, as well as competitiveness
increase have conditioned the interest of experts for the application of brand management
principles in tourism with the aim to develop destination brand.

Brand management can be an important component of constructing, positioning and
strengthening competitive position of tourism destination. Contemporary brand management
also incorporates emotional component of brand development, which goes in favour of
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destination brand development and enables teh construction of strong relationship between
tourists and destination brand. Tourist destination branding contributes the strengthening of
competitive position of the destination in question, enables easier overcoming of geographic
distance, attracting new and retaining the existing tourists and visitors with income growth
and reaching global market relevance.

Serbia should follow the examples of globally famous destinations and use the
branding of tourism content (village, town, lake, religion, mineral water, etc.), cultural and
traditional manifestations (Exit, Gu¢i Trumpet Festival, Love Fest) and events from the
world of entertainment and sport (Beovision, Davis Cup) to build a recognizable destination
in international level. In this process of destination branding, companies can give strong
support (through IT, socially-responsible business, etc) and individuals (Novak Pokovié,
Nikola Tesla etc.). according to the activities undertaken, it is possible to differentiate Serbia
in tourism market, develop an awareness and recognition of certain destinations in Serbia in
case of potential visitors, create a positive image and create a strong and persuasive brand
identity, which will have positive effects on economic and political development of a country.
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Abstract: Modern tourism involves the large spatial resources, so that it becomes the regional challenge.
Specifics of the Western Balkans and the current economic crisis requires a new approach to the tourist market
and adapting to modern trends. Necessary is the strategic development of all branches of tourism with the use of
scientific-technological innovation. An essential role in achieving competitive advantages of tourism in Serbia
has the human factor, followed by adequate entrepreneurial strategy, the quality of tourist destinations and use
of information systems. Responsible entities have special responsibilities in the field of environment and cultural
and historical heritage.
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1. INTRODUCTION

Socio-economic forces that act on a global level, determine not only the appearance,
but also shape the functioning of rural areas in the sense that it becomes a regional entity
that causes the restructuring of the rural economy. This restructuring is increasingly causing
integration of rural tourism in the creation of regional stability. After the 70-ies of the last
century, the process of economic restructuring and the crisis of agriculture production
throughout Europe, especially in the Western Balkans, seriously jeopardized the economic
potential of rural communities. This process of agricultural production caused a decrease in
the number of farmers, which led to the restructuring of ownership in agriculture, thus
forcing many farms to leave the village and agriculture in the search for other sources of
income. The biggest problem appeared that the decisions on the economic development of
rural areas taken in the centers of power, ie. urban continents. Therefore, it happened that
rural development strategy fail.

It is further caused the rural areas turned to traditional sources, and promoting
traditional gastronomy, cultural and historical heritage, ethnographic characteristics, and
presentation of accommodation facilities for the needs of tourists as well as redundancies.
In order to avoid the effects of the exclusive economic policies of the rural areas is initiated
comprehensive action, in certain regions and rural areas, which, through rural tourism
stabilize the balance of payments in the region. Regional development in the Western
Balkans has enabled rural tourism transition from the maintenance of rural areas in the
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economic and environmental sustainability. The dramatic occurrence in the world tourism
affected the regional development of rural tourism in the Western Balkans.

Tourism encompasses a variety of business areas and various participants, it is a
business that has a multi sectoral character. There are benefits of the integration of the
tourism industry with trade, transport, crafts, industry, agriculture, fishing, communal
activities, culture.

The tourism enterprises to provide quality services is the driving force of business.
The ability of tourism businesses to meeting the needs of consumers (concerning travel,
tourist visits, recreation and leisure) achieved with the least cost. Services that provide a
heterogeneous tourism management must understand the benefits of tourism products for
clients.

2. REGIONAL TOURISM CHALLENGES OF THE WESTERN BALKANS

The impact of tourism on regional development has not yet been sufficiently studied,
nor have they established methods to successfully quantify that impact. S* addition to the
impact of rural tourism in regional development is not systematically monitored, there is all
the necessary indicators with which to perform verification, and are difficult to determine
the total results of the effect of tourism on the development of a certain region.

How is tourism exert influence to change the economic situation of certain regions
can be seen from the fact that it is not only economic but also sociological, geo-strategic and
political category. Today tourism is part of the unique features of socio-economic system,
which means that activates all the parts of the secondary products of other industries and
activities in the creation of tourism highest quality products.

In order to raise the efficiency and effectiveness of tourism in the region, it is
necessary to assume certain actions. These actions relate to (Milenkovic, S., 2008, pp. 171.):

—Acceptance accurately identified attractiveness for tourism development in the
monitored regions;

—The creation of the commodity character of tourism in those regions;

—Security measurability of the tourist offer of tourism in the region;

—Determining the strategic mission, goals and directions for further development of
tourism in the region, as well as the creation of action plans and economic feasibility studies;
and

—Continuous control of all phases of development in the region and tourism in them:

Accepting the challenges of regional tourism development in the Western Balkans
meets:

1. Your identity (economic, social, political and environmental);

2. Establish optimal ratios of urban and rural areas (since the majority of the
population of urban areas of those countries originating in rural areas, it is called. Restore
sources, ie, 1oots);

3. The economic redistribution secondary part of the tourism product;

4. Social stability;
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5. Creating a proper tourist culture in accordance with international codes of conduct;

6. Opening of eligibility or compatibility in all aspects of socio-economic
development;

7. Achieving full employment that excess housing, and labor surplus (mainly women);
and

8. Determination of the tourist capacities of tolerance in accordance with the available
resources of the region.

In the Balkan countries, regional tourism challenges have similar trends as in the
world. This means that to a great desire to reach as soon as the corresponding traffic, create
disagreements between the major tourist resorts destinations, which carry the best deal and
rural areas. Tourism Balkan countries want at any cost to become a carrier of the off-season,
and total compensation of alternative development are the main tourist centers. It should be
noted that tourism in our country is still seeking its place in regional development because
it is not defined development strategy of this form of tourism. (Neskovic, S., 2013, pp. 14.)

In the Western Balkans, the rural population is increasingly accepted tourism as one
of the strategies of sustainable development of local communities. Tourism in areas that are
not considered tourist destinations in the traditional sense, is being developed in two ways:
on one hand is a result of entrepreneurial activities aimed at attracting tourists, on the other
hand an increase in the number of tourists in rural areas, leading to the generation of demand
for tourist services which leads to an increase in entrepreneurial activity at the local level
(Neskovi¢, S., 2014, pp. 77.).

In the countries of the Western Balkans is not yet harmonized definition of the
regional challenges in tourism because:

— Areas where tourism is developing, are undefined;

—The various regions develop different forms of rural tourism is so hard to find

common characteristics for all countries; and

—Rural areas have engulfed the complex processes of change in the global tourism

market.

Defining elements of regional stability challenges in tourism in the Western Balkans
in the new global economic relations are:

—tourism can be developed at the local level, with the participation of local

governments, without depending on local enterprises and companies;

—with a relatively small investment capital and knowledge it is possible to improve

the tourist offer; and

—tourism provides development opportunities to small businesses, which would

otherwise be unprofitable operations without the development of tourism.

In order to realize the factors of regional tourism challenges in the Western Balkans
should be resolved all the limiting factors of these challenges, and they are (Milenkovic, S.,
2008, pp. 172.):

—tourism development has been uneven;
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—tourism allows rapid economic growth, it is a condition of its rapid decline, due to
the detailed unpreparedness, lack of economic analysis and the failure of the steering
mechanism,;

—even encourage the creation and operation of small enterprises, their importance is
often questionable due to inadequate synchronization division of labor, control of the
achieved results and the distribution of profits;

—tourism because of the prevailing economics of small-scale and fragmented nature,
not oriented towards growth due to the unfair competition of participants in tourism
activities;

—big problem is the lack of cooperation, both between businesses themselves and
between them and foreign agencies, which is essential for competition supported by large
tour operators;

—workforce in the tourism industry, as well as in other service sector positions on the
payroll scale. This means that the subsidiary character of the labor force in rural tourism,
usually associated with the performance of the season, and therefore the workforce and paid;

—tourism in communities can generate public and environmental costs. To determine
the cost of rural tourism, it is essential to establish a relationship of the tourism product of
rural areas of the region, the tendency to constant consumption of this product and is
constantly growing marginal utility. In this way, rural tourism may operate at the level of
marginal costs with the filler unit consumption products, but never below the average costs; and

—tourism can lead to the generation of economic costs such as the increase in the price
of real estate and agricultural land.

Regional challenges of tourism in the Western Balkans, in moderm economic relations, allow:

—the stabilization of the regional development;

—a complete evaluation of natural and anthropogenic values of rural areas;

—preservation of the tradition, culture and recognizable identity of rural communities;

—the optimization of the rural and urban areas of the region;

—raising the competitiveness of the region as a tourist destination; and

—create a balance between all the economic activities of the region, the environment,
the rural space and effort of appropriate management structures to the tourism product of
rural areas is considered adequate integral part of the total GDP of the region.

3. STRATEGIC APPROACH TO TOURISM AND ECOLOGY SERBIAN

An important task in the development of tourism to comply three basic elements
involved in tourism:

1. The participants in tourism;

2. geographical elements (regions departure, regions travel and tourism destination
regions); and

3. companies, organizations and capacity.

That task relates to the three forms of tourism:

a) domestic;
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b) from abroad and

v) to foreign countries.

Efficient use of personnel and human resources is a prerequisite achieve the set
corporate goals and business of that assessment. (Peki¢, S., 2008, pp. 170.)

The most important resource of tourism organization is the human factor. There is a
strong link between the human resources and quality management. The following elements
that can encourage employees to provide quality of service are the reason for the work in the
hotel, the security and the future of work, powers and teamwork, working conditions and
remuneration, motivation, working atmosphere and friendly attitude towards guests and
service provision.

Human resource management should support the strategy of quality in tourism with
the following tasks:-development strategies -improvement human resources, -planning staff,
-leadership, - selection, recruitment and hiring, training, -Creating and implementation plan,
-Creating a system of evaluation and monitoring of results actions of employees, -
development database of human resources, -establish and control system of remuneration, -
management of organizational changes, -monitoring and application of legislation in the
field of labor relations, etc.

These activities should include specialist - organizational experts which include
architects and restorers, ethnologists, enologists, gastronomes, bioethicists ff. The level of
education of employees in tourism Serbia will gradually increase until the end of this
century, with emphasis on specialized knowledge. Travel companies must synchronize the
extent of any capital, technological processes and structure of employees with the challenges
of change in the environment.

Operating results in the tourism Serbia estimate are: -gratification tourists and their
loyalty, -volume traffic, -good competitive position, -profitability, -liquidity, -increased
employment.

For all tourism enterprises is essential to achieve optimal business results in the
conditions of competition. Total Quality Management is an obligation that tourists must be
satisfied. Also, this means continuing improvement of the tourist offer product (eg. The
categorization of hotels and restaurants, travel agencies licensing, protection of tourists).

It is necessary to constantly improve the quality of services in order to monitor
customer requirements and in quality of services that provide competitors. The most
important goal in this regard is providing high quality destination, what is particularly
important activity of employees in tourism.

Tourist destination is defined spatial unit has a capacity for tourists, but also the power
of attraction for them. The content of each tourist destination favoring should be more
tailored to the requirements and needs of tourists for use and aesthetic values.

For modern tourism is characterized by the birth of a growing number of tourist
destinations. Demands rapid change and segmentation of tourism demand, can successfully
respond only functional tourist destination, its success built on the exploitation of the original
natural and cultural values defining the region. Tourism as an interdisciplinary economic
and social activity linking all economic factors of the region. The most common operation
subjects of tourist offer regulated by the principle of mutual cooperativeness horizontal and
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vertical complementarity in the whole area destinations. Tourist destinations often include
certain geographic areas across the border, which means that the regionalization of its kind
linking the country. Because of the international dimension of tourist destinations that
connect the region regardless of the existence of political state borders, belong to a special
type of regionalization.

The preserved natural, cultural and historical heritage of the Serbian forces in tourism
product differentiation and competitiveness, as well as overcoming the weakness in
marketing.

In relation to the external environment of tourism it is important to spread its influence
tourism organizations and destinations from side to side and can be analyzed by structural
analysis which examines the activity of tourist organizations under competitive pressure.

From the standpoint of regional development is very important, as the development
of tourism reduces the existing differences in the level of economic development that exist
between regions within the country. For Serbia it is very important to the development of
tourist destinations using first realize metropolization and then revitalization of the village.
The existence region is one of the basic conditions What achieve sustainable development
of each country. The practice of many countries shows that the quality management of
economic development is not possible from a single center.

The strategy of tourism development strategy includes segmentation of the tourism
market, tourism product differentiation strategy and the strategy of profiling destination.
(Peki¢, S., 2008, pp. 171.) Corporate Strategy deals with issues profitable structure tourism
system. Tase issues relating to; -Establish strategic goals of the company as a whole, -
Identifying strategic main ideas that determine the specialization of enterprises, the role of
each -ascertaining overall tourism product offer, - the role of the individual markets, -
achieving competitive advantage with the effect of organizational units, -control resource
allocation and so on.

A variety of forms of tourism that should be insisted in the strategic development of
tourism in Serbia. Expanding and complementing the existing offer can be seen in: a)
organizing new festivals, b) a variety of competitions, exhibitions, boat cruises, camping,
videos, v) the agrarian and eco-tourism, g) business tourism d) travel surprises, f) day
excursions, ¢) of border tourism, f) photo safari, z) of transit tourism. Also, cross-border
cooperation can contribute to improving business results in tourism. Stable development of
tourism in Serbia can be provided on the basis of moderate growth and moderate investment.
The environment in tourism is economic, socio-cultural, technological, political-legislative
and naturally (Peki¢, S., 2008, pp. 172.).

Regarding the market sees the total specific tourism products, market segments, given
the participation of enterprises in the tourism market and the ability to increase market share.

Increased capacity in tourism, the number of departments, transaction, arrivals,
departures and reservations has increased the need for technology that facilitates these
processes. Internet has revolutionized the system of promotion and communication function
of tourism. Reduce business risk and uncertainty in the tourism industry can be achieved
only by using quality information. This information may relate to "old customers" loyal
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association, hotel chains, airplane arrivals, future guests, types of products, the period of stay
in the destination, the discount in percentages and the like.

Effective use of information provides the basis for a radical redesign of key processes
in the tourism industry, such as the transportation of tourists. Using information and
communication technologies can lead to increased profitability and competitiveness of
tourist organizations. The complexity of tourism demand and knows more in Serbia with the
help of e-tourism, because it increases the standard of living and use the Internet. Through
electronic media potential passengers quickly get information about destinations,
possibilities for fulfilling their demands, etc.

Agency limit costs by integrating business functions and customer information, travel
directions, contacts with customers, issuing tickets. Information systems are useful in terms
of integrating tourism stakeholders at the local level and linking several small companies
that are spread over a wide geographical area. British Airways's website visits per month to
1.5 million people, a number of online bookings grow by 11 percent per month.( Neskovic,
S., 2014, pp. 59.)

In planning the development of a tourist region, it is necessary first to establish the
objectives of development and then conduct research of physical (natural, cultural factors)
and software (markets, promotion, funding, information management, human, social and
living environment factor) factors of development. The room with its specifics in tourism
must be seen in a broad sense that includes the people living in a particular territory, the
activities of real estate ownership, biodiversity.

Travel organization must insist on corporate social responsibility in the environment
in which it exists. Environmental responsibility in the field of tourism imposes the necessity
of making regional plans for the preservation of the environment (other than those at the
national level). These plans integrate the following elements: 1. profile use areas;
2.protective capacity of natural resources, 3. spatial strategies, 4. conversation and
development control procedures, 5. implementation procedures, 6. action plans in the
environmental market.

An important aspect of a tourist destination is the local people who can contribute to
maximizing the positive characteristics of the specific destination. This can be accomplished
by education and participation of the population in specific projects.

Green consumerism comply with the terms of sustainable tourism and the
improvement of the offer includes the preservation and protection of space, the environment
of cultural and historical heritage.

4. CONCLUSION

Regional challenges of tourism development in the Western Balkans mainly rely on
agriculture development, preservation of the cultural, historical and ethnographic
gastronomic heritage, and the strategic management of all elements of the environment
areas.

Tourism in regional development of the Balkans, is seen as stopping depopulation,
raising the living standards of local communities, stabilizer political movement and
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optimizer relationship between tourism and the environment. In accordance with their
capabilities and resources, each of the Western Balkan countries accept the challenges of
regional tourism in its own way, which would be in line with the development of tourism in
the EU. Therefore, many rural areas of the Western Balkans to the glass frame economic
protection of the region, accept the creation of a favorable legislative milieu in the form of
soft loans, cash incentives, the corresponding tax rates and the like.

—Training of human resources in the tourism industry of Serbia, especially regarding
the increase of specialized knowledge is necessary in order to achieve flexibility tourism
enterprises in terms of responding to changes in the global environment.

—Tourism in Serbia may become more competitive in the proper positioning of the
market and the achievement of strategic objectives aimed at increasing the competitiveness
of tourism destinations and enterprises.

—Great importance for the development of tourism in Serbia will be primarily
economic environment but also the mere tourist policy.

—Broadening application of information and communication technologies contributes
to increasing the efficiency with optimal profits.

—Information on environmentally friendly tourism can also affect the increase in
tourist visits to specific destinations.
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Abstract: Generally speaking, tourism consists of whole range of economic and non-economic activities
and is one of the most profitable industries in the world, with great opportuinities for contribution to overall
economic development and growth. When we 're talking about tourism sector, one can say that it represents one
of main factors of world economy growth and the biggest export industry.

One of it's basic function is that tourism directly and indirectly affects the growth of GDP. Simultaneously
with the strengthening of economic aspect, it also supports employment, affects job creation, which is reflected
in the improvement of general living standards. In an unique way it encourages the development of some
complementary activities and contributes to the overall GDP. In that sense, we have tried to show the impact of
tourism on GDP, but also, employment in Bosnia and Herzegovina.

Key words: tourism, employment, GDP, Bosnia and Herzegovina

1. INTRODUCTION

Today, tourism is very strong, global industry, that includes a wide range of activities
and actions of imamnent tourist travel, a for many receptive countries, it represent a powerfull
export product, generator of employment and the growth of well being.

Dynamic development of tourism enables the development of other activities, that all
together acts in creation of overall touristic offer. The fact is that tourism sets conditions for
a number of economic and non-economic activities, which directly or indirectly, participate
in satisfying the tourist’s needs. Considering that, tourism during the time got more
important role and significance, because goods and services were easier to export to global
market, if they are exported within touristic scope. In thay way, the profitabilty of tourism,
as an export branch, manifested in the sense of its direct impact to economy as a whole, but
also local and regional economic development, employment, and faster economic
development of certain areas.
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Tourism represents enormously important component of every national economy.
This sector is connected to every aspect of society, and that is why it’s significance can’t be
precisely quantified. One of its main functions is that tourism directly and indirectly impacts
the growth of GDP. Simultaneously with the strengthening of economic aspect, it also
supports employment, affects job creation, which is reflected in the improvement of general
living standards. In an unique way it encourages the development of some complementary
activities and contributes to the overall GDP.

2. WORLD TRENDS IN TOURISM DEVELOPMENT

Expectations concerning tourism’s contribution (direct and indirect) to GDP are very
optimistic in next few years.

According to UNWTO (World Tourism Organization), tourism is experiencing
continuous growth over the past six decades and has became the fastest growing economic
sectors in the world.

When we’re talking about global tourism, then during 2015. there was 1,2 billion of
international arrivals, i.e. 50 millions or 4,4 % more then a year before, and considering
positive trends, we can expect the same growth and same trends (World Tourism Barometer,
UNWTO, januar 2016.) during 2016. According to the World Tourism Organization
(UNWTO) 2015 was the sixth year in a row with above-average growth in international
tourist arrivals (or tourists who have traveled outside their borders in destinations around the
world), or above the UNWTO's long-term forecast of 3-4 % growth each year.

Demand was strong, almost everywhere in the world, but with “mixed” results
concrning certain destinations, and mostly because unusualy strong fluctuations in foreing
exchange rate, but also because falling prices for oil and other commodities that have
increased disposable income for travel.

Results during 2015. were also affected by natural disasters and civilization crises in
many parts of the world. Today, the issue of security and protection is among the most
important questions.

According to UNWTO, three strongest tourist regions in the world, Europe, America
and Asia and the Pacific recorded the growth of foreign tourists by 5% last year, but we have
to say thay Europe is still the most visited region of the world, with more than half of the
total number of foreign tourists who last year traveled the world.

Only in Europe, there were 609 million tourists, i.e. 5% more then in 2014., and the
reason for that according UNWTO, was weaken euro against some other foreign currencies

Europe is followed by Asia and Pacific, with 277 million tourists last year. Region of
America (both of Americas) was visited by 191 million tourists last year, i.e. 5% more then
in 2014. Also, the strengthening of the US dollar increased output demand from the US,
especially the Caribbean and Central America, so these regions recorded greater growth in
international tourist arrivals by 7%, while the results in South and North America were close
to the world average, with an increase of 4%.
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Tourists from China, USA and Great Britain traveled the most. Namely, Chinese,
Americans (from USA) and Britons, thanks to their strong currerncy and economic recovery,
where those who traveled the most during last year. The share of other countries, mostly Russia
and Brazil, was reduced due to economic restraints in both countries.

With the support of its strong currency and economic recovery, the Chinese, the
Americans from the US and Britain last year the most traveled the world, while the share of
formerly strong dzav on this point - Russia and Brazil are significantly reduced due to
economic constraints in both countries.

Chinese spent the most money during last year in the world so they had double-digit
growth of consumption, second were tourists from USA who spent 9% more then in 2014,
and tourists from Great Britain spent 6% more then year before. Tourists from Germany,
Italy and Australia spent about 2% more then year before, while consumption of tourists
from Canada and France was reduced.

The most recent research of World Travel & Tourism Council (WTTC) suggests that
sector of travel and tourism continue to grow, in spite of continuing economic challenges:

—Considering direct, indirect and induced impacts of tourism, the overall contribution
of tourism to the global GDP in 2015 amounted to US §$ 7.2 trillions, or 9.8% of world GDP;
this year it is expected to increase the contribution for 3.3%;

—Tourism sector supported creation of 107,8 millions of new jobs in the world during
2015. (3,6 % of total world workforce), while the total contribution of tourism to
employment (as a result of direct, indirect and induced activities) was 283, 57 new jobs;

—Investments in tourism sector in 2015. were 774,6 billions US$ or 4,3% of total
investsments in the world, and it is expected an annual growth till 2026 at a rate of 4.5% i.e.
it will reach the level of US $ 1,254.2 billions US$;

—1It is estimated that sectors of tourism and travel would exceed the growth of global
economy during next decade, with average annual growth of 4%.(,, Economic Impact 2016
-World*, World Travel & Tourism Concil)

In accordance with previous estimates, it is expected that China would take over USA
regarding investments in tourism sector, but it would lag behind USA concerning travelling,
overall and direcet contribution of tourism to GDP, as well as, domestic consumption and
number of visitors. Considering outgoing consumption, China, USA, Germany and Great
Britain would stay at top till 2026.

3.TOURISM SECTOR IN BOSNIA AND HERZEGOVINA, ITS
INDICATORS AND DISADVANTAGES

Advantages of tourism sector for bh. economy arise as a result of expenses produced
by foreign tourists, so we can say that this sector participates in national economy of BiH in
various, direct and indirect ways, such as;

- creating revenues in foreign currency

- crating new jobs

- creating tax revenues for the state
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- significant impact on regional economic activity

- attractive for small and medium enterprises so therefore it supports economic entrepreneurship

- it creates strong links with other sectors within same economy

- potential for bringing economic benefits to local communities

- it represents significant potential for expansion and increasing of value and benefits.

Consumption of foreign tourists in BiH injects new money in domestic economy, and
the final result is increasing of level of total domestic consumption. Consequently,
consumption from foreign tourists is very important in supporting the level of business
activity for traders and other service providers, who operate outside the traditional tourist
domain. Only in 2015, consumption from foreign tourists generated 1.260,7 millions of
BAM (13,5% of total export activity in tourism). Its growth is expected in 2016. for 7,4%,
i.e. 5,2% annualy during period 2016-2026.( ,, Travel &Torism Economic Impact 2016-
Bosnia and Herzegovina“, World Travel & Tourism Concil)

Accroding to data from charts, the increase of number of tourists is evident, both
domestic and foreign. The largest number of tourists come to BiH from surroundings, and
during 2015 the most tourist came from Croatia (84.058), Turkey (70.655), Serbia (66.473),
Italy (50.436) and Slovenia (45.635). (Tourism statistics, the cumulative data from January to
December 2015, the Agency for Statistics, Announcment-2.22.2016., Sarajevo)

In the structure of foreign overnight stays, the most overnight stays realized tourists
from Croatia (13,2%), Serbia (9,7%), Italy (8,6%), Turkey (8,5%), Slovenia (6,0%), Poland
(5,0%) and Germany (3,7%) bringing it to total of 54,7%. Tourists from other countries got
the share of 45,3% overnight stays.

Table 1: Arrivals and overnight stays of visitors in BiH, per year (Source: Agency
for statistics of BiH, Tourism statistics, announcements)

Visitor’s arrivals Number of nights

Year
Total Domestic Foreign Total Domestic | Foreign

2010 656.333 290.879 365.454 1.416.691 | 643.937 772.754
2011 686.148 294.203 391.945 1.504.205 | 668.200 836.005
2012 747.827 309.242 438.585 1.645.521 | 714.440 931.081
2013 844.189 315.610 528.579 1.822.927 | 714.022 1.108.905
2014 846.581 310.227 536.354 1.711.480 | 623.008 1.088.472
2015 1.029.000 350.729 678.271 2.143.118 | 717.357 1.425.761

Although the number of foreign arrivals in BiH constantly increasing for the last
couple of years (13% annualy) its share, comparing to SouthEast Europe, is relativly small.
Bosnia and Herzegovina has the smallest number of foreign arrivals comparing to countries
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in the region, and is more dependent to other, neighboring markets (more than 50% of the
total number of foreign tourists come from neighboring countries).

It should be said that great number of disadvantages impact the whole chain of values
in touristic offer, so it considerably impedes the development of BH tourism. Some of these
disadvantages are;

—insufficient awareness of the importance of tourism as an economic sector;

—inadequate infrastructure, especially road infrastructure

—lack of renowned touristic attractions and products

—complicated institutional framework®

—various administrative obstacles (long procedures of creating inconsistent

regulations, statistics in tourism)

—insufficient financial support to tourism sector;

—business weaknesses (the lack of the ability of modern management, transfer of

knowledge, inefficient and uncoordinated marketing, special promotional activities);

—insufficient protection of the environment.

If we mention strong competion, i.e. better touristic offer from neighboring countries,
then it is clear that Bosnia and Herzegovina have to systematically and steadly work on
eliminating those disadvantages in tourism sector, but also, to allocate more funds for
development of this sector.

3. TOURISM EFFECT ON GDP IN BOSNIA AND HERZEGOVINA

Tourism sector, more precisely, “catering sector” (accommodation and food services
activities) recorded constant share in GDP during period 2009-2014, in Bosnia and
Herzegovina, and it is around 2% (table 2). Of course, here we’re talking about direct impact
of tourism, that is share of “accommodation and food services activities” (catering industry),
i.e. industry for providing accommodation and food services, considering the calculation of
total gross domestic product. If we’re talking about indirect participation of tourism, then
we can say it is is much higher, although the exact percentage is not known.

Accroding to new indicators, WTTC (World Travel & Tourism Council) suggests
thay touristic demand in SEE is constantly increasing. In the article below, we’ll try to
present basic indicators for tourism of Bosnia and Herzegovina, according to data and
expectations of World Travel & Tourism Council.

GDP: Direct contribution

Direct contribution of tourism sector to GDP in 2015. was 707,5 millions BAM (2,7%
of total GDP), with expectations of annual growth of 4,8% in next ten years; 2016-2026.
(3,2% of total GDP).

¢ Tourism section in Bosnia and Herzegovina is regulated on entity level, so there is no coordinated politics on state level. In
Federation of BH, tourism is regulated in accordance to Law on tourist activiities, while in Republic of Srpska is regulated in
accordance with Law on tourism. it is necessary to harmonize those policies, .if we want to develop tourism as a sector.
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Total contribution of tourism sector to GDP in 2015. was 2.544 millions of BAM
(9,5% of total GDP), with expectations of growth of 4,8% in next ten years; till 2026. (around
11,8 % of GDP i,e, 4.361,5 millions of BAM).

Table 2: Changes in the GDP and GVA in hospitality sector in the period 2009-
2014 year, at current prices (Source: Agency for Statistics, gross domestic product by
production, income and expenditure approach, thematic bulletin TB 01, 2015.)

(in 000 BAM)
Year 2009 2010 2011 2012 2013 2014
GDP 24.779.930 25.346.492 | 26.209.627 | 26.193.056 | 26.743.085 |27.304.359
Accommodation
and food services 512.400 543.249 544.739 553.613 551.900 550.856
activities -GVA
Share in GDP 2,07 2,14 2,08 2,11 2,06 2,02

Accroding to WTTC projection for BiH, in next ten years, the direct contribution of
tourism in GDP will grow (4,8%), and comparing to other neighboring countries, the growth
rate should be higher and BiH should be at 76. place on rating list (that consists of 184
countries). Considering total impact of tourism on GDP, in next ten years, BiH would be
around 70" place. If those projections come true, then it would be very important progress,
because according to data from 2011, BiH (according to the contribution of tourism to GDP)
stood at 111" place, and according to data from 2015(considering total contribution of
tourism to GDP) BiH is at 95™ place.

World ranking of BiH in 2015. (list consists of 184 countries), relatively observed (,, Travel
&Torism Economic Impact 2016-Bosnia and Herzegovina *, World Travel & Tourism

Concil):
123 95 70
Direct tourism contribution Total tourism Growth forecast for 2016-2026
to GDP contributin to GDP period

If we take into account total impact of tourism (direct and indirect), then we can
conclude that impact is not irreleavant, considering the fact that the share of service sector
prevail in bh. GDP comparing to other sectors.
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Tables 3 and 4: Ranking of BiH and surrounding countries according to direct and
indirect share of tourism in GDP, 2016-2026 (Source; World Travel & Tourism Concil,
,, Travel &Torism Economic Impact 2016-Bosnia and Herzegovina)

Travel & Tourism's .y -
Direct Contribution to | 20162026 Travel & Tourism's Total 2?)(2)(156<y
GDP % growth Contribution to GDP o
- growth
Rank Country Rank Country pa
42 Montenegro 5,6 28 Montenegro 6,0
48 Albania 5,4 52 Albania 5,3
53 Bulgaria 53 70 Bosnia and 4,9
Herzegovina
76 I 4,8 82 Bulgaria 4,7
Herzegovina
90 Croatia 4.4 94 Croatia 4.2
World 4,2 World 4,0
102 Greece 4,0 110 Greece 39
114 Turkey 3.8 119 Turkey 3,7
123 Cyprus 3,7 124 Cyprus 3,6
151 | Czech Republic 3,0 163 Czech Republic 2,5
172 Italy 2,2 179 Italy 1,9

Table 5: GVA structure and individual sectors in the overall services, current prices
(Source: Agency for Statistics, gross domestic product by production, income and
expenditure approach, thematic bulletin TB 01, 2015.)

(%)
Year

Sector 2010 | 2011 | 2012 | 2013 | 2014
Real estate activities 521 | 5,05 |517 |523 |5,18
Transportation and storage 3,25 3,28 |3,39 |3,44 | 3,65
Accommodation and food services activities 2,14 12,08 |2,11 |2,06 |2,02
Wholesale and retail trade; repair of motor 13,08 | 13,05 | 13,40 | 13,32 | 13,50
vehicles and motorcycles

Other service activities 1,20 | 1,17 | 1,18 | 1,15 | 1,17
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In any case, it is supposed that GVA from tourism contributes to bh. economy more
then statistic indicators show, because there is still space for calculation because of non-
observed economy in this sector, although there’s been some progress in the calculation of
informal economy sectors, including the tourism.

4. TOURISM EFFECTS ON EMPLOYMENT IN BOSNIA AND
HERZEGOVINA

Average rate of registrated unempolyment in Bosnia and Herzegovina was 27,7% in
2015.(,,Labour force survey 2015, Agency for statistics, BiH, Sarajevo, 2015)
Unemployment rate in BiH is much higher then average rate in EU(According to Eurostat,
average unemployment rate in EU is 9,3%, the lowest rate is in Germany (4,5%), the highest
is in Greece (26,2)), but also higher then other similar associations in the world. Constant
rise of unemployment for more then 20 years is probably the most complicated economic,
social and development problem Bosnia is still facing.

Informal employment represents one of the biggest challenges in BiH. Studies suggest
that more then 34% of workers in BiH do not pay pension/health insurance, so it only
indicates the scope of informal economy and informal employment. (Analysis of the labor
market in FBiH, with analysis in 2012 with estimates for 2013 ', the Federal Employment
Agency, Sarajevo, 2013) The most cases of informal employment are cases of workers aged
15 — 24, and it is 30% higher than in other, older age groups. It is also higher among
employees who have primary or basic education, especially in sectors such as agriculture,
construction, manufacturing and services (wholesale and retail).

Employment is maybe the most important function of tourism, more exactly, creation
of new jobs in the scope of basic tourism sector- ‘hotel business and hospitality industry”-
but also in other supporting activities.

Table 6: Persons in employment by groups of sections of economic activities
(Source: ,,Labour force survey 2015, Agency for statistics, BiH, Sarajevo, 2015)
(000)

2013 2014 2015

Total
Agriculture
Industry

Services
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From previous chart, it is obvious that the biggest employment in BiH is in service
providing sector, but also we can see that the number of employed is constantly rising.

Travel and tourism would have leading role in longterm development, supporting
global growth and creating new jobs. Accroding to WTTC forecasts, it is expected that travel
and tourism sectors support around 370 million of jobs till 2026. i.e. every ninth new job
would be from those sectors.

WTTC, in its report for Bosnia and Herzegovina in 2015., presented following data,
i.e. data about direct and total contribution of tourism and travelling on employment (WTTC
,, Travel &Torism Economic Impact 2016-Bosnia and Herzegovina *)

Employment: Direct contribution

During 2015., sector of tourism and travelling directly contributed to creation of
22.000 new jobs (3,2% of total empolyment). In 2016 it is expected that this number will
exceed 23,000 (3.3% of total employment). The growth of 1,8% of direct contribution to
employment annually is projected in next ten years. It is estimated that tourism sector would
directly generate around 28.000 jobs till 2026.

Employment: Total contribution

Total contribution of tourism and travelling sectors to employment during 2015.
(including indirect impact) was 75.500 new jobs (11,0% of total number of employed).
During 2016. it is expected the growth for 5,4% i.e. around 79.500 new jobs. Annual increase
of around 1,8% i.e. 95.000 new jobs was projected till 2026.( it represents 14,1% of total
employment). In a case that those projections come true, then it would be solid progress for
BiH, because BiH would move to 111 place, in contrast to 120 place, from 2011.

Bh. tourism industry is dominated by small and medium enteprises, without much
needed skills, so they can’t adapt to new market cirucumstances.Significant number of
studies suggest that there is a great deficit, shortage of capable human resources and that
shortage is evident in every aspect of tourism.

For example, there is shortage of chefs in every segment of this industry, from food
processing to caffes, restaurants, hotels and confrence centers.

Similar situation is evident in other sectors of the tourism industry, especially in small,
provincial towns and potential tourist regions, where rural environment dominates.

While business subjects in urban places have more choices in labor market, in rural
places, due to number of factors (including limited finances) there is a perception that quality
of available human resources is below minimum needed for industrial standard, and also,
there is a perception that acquired skills are lower then needed.

The gap among existing, formal education/infrastructure and requirements in tourism
sector is pretty wide. The biggest problem is lack of practical training and education.
Programs for tourism and hospitality industry are too extensive or too specific, and are not
in line with market trends in tourism industry. Most programs are outdated and narrowly
focused, such as traditional methods of cooking, serving food / drinks and basic knowledge
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Tables 7 and 8: Rating BiH and surrounding countries according to direct and total
impact of tourism on employment, 2016-2026 (Source: World Travel & Tourism Council,
,, Travel&Torism Economic Impact 2016-Bosnia and Herzegovina )

Travel & Tourism's
Direct Contribution to | 2016-2026
Employment % growth
pa

Rank Country

21 Albania 3,8

32 Turkey 3,6

61 Bulgaria 2,9

63 Montenegro 2,8

67 Greece 2,7

77 Italy 2,6
World 2.1

110 Bosnia and 1,8
Herzegovina

121 Croatia 1,6

151 Cyprus 1,1

164 Czech Republic | 0,8

Travel & Tourism's Total
2016-
Contribution to 2026 %
Employment growth
pa
Rank Country
26 Albania 3,6
42 Montenegro 3,3
54 Greece 3,0
World 2,5
81 Turkey 2,4
94 Cyprus 2,2
100 Italy 2,0
111 Bosnia and 1,8
Herzegovina
117 Croatia 1,6
145 Bulgaria 1,2
178 Czech Republic 0,2

of the tourism industry in general (organization of travel, geography). (Export strategy for
tourism sector in BiH, Agency for export promotion BiH-BHEPA)

5. CONCLUSION

In this article we have concluded that tourism is a dynamic category that is constantly
developing in the world. Beside direct effects, indirect effects are very important for tourism

>
(4’

5ED
2016

3" International Conference: "Higher education in function of development of

tourism in Serbia and Western Balkans"

Page 64



Co-funded by the

[©8) VTN AN S Tempus Programme
CRAMVES IN SERI | | | SPS of the European Union

evolving. Indirect effects of tourism are reflected in the development of other economic
activities.

Tourism sector has a great influence on many other service providing sectors, but also
on industries such as food industry, construction and financial services. Its success is closley
related with the image of country, its political and economic stability, and the quality of its
transportation infractructure (airports, roads and railways), but also with the quality of
informatic services (reservations, hosting and information)

Considering the importance of tourism for any country it is important to differentiate
domestic and foreign consumption, because of the economic effects that come from it. If
we're talking about domestic consumption, then it is about redistribution of realized income
in an economy, while foreign tourist consumption is about income overflow from one
economy to another, and it directly influence the GDP growth.

Expectations concerning the tourism contribution (direct and indirect) to GDP growth
are very optimistic in next few years. According to WTTC, it is estimated that direct share
of tourism in bosnian GDP will grow (4,8%) in next ten years 2016-2026, and comparing to
other neighboring countries, the growth rate should be higher and BiH should be at 76. place
on rating list (that consists of 184 countries). Considering total impact of tourism on GDP,
in next ten years, BiH would be around 70th place. If those projections come true, then it
would be very important progress, because according to data from 2011, BiH (according to
the contribution of tourism to GDP) stood at 111th place.

WTTC expectations for tourism and travel, considering direct and indirect impacts on
employment and creation of new jobs, are modest in some way.

BiH could improve its position in regional market by developing higher quality
tourism, with innovative concepts.

Beside improved economic functions through a series of activities, tourism is
important for the development of underdeveloped regions (municipalities) because, in some
way, it protects them from depopulation. Regionally balanced offer creates possibility for
affirmations of underdeveloped areas, promotes indigenous tourism product, employs local
population, affects the standard of living, encourages investment in infrastructure etc. We
can say that development in the future could be a catalyst for demographic and economic
recovery, revitalization of "neglected" areas, especially rural areas in BiH.

Tourism, as an economy activity, requires more knowledge and goodwill. The
objective is to make a framework for further development of quality touristic offer, whic
would increase competitiveness of bh. tourism in world markets especially markets of
touristic offer and capital investments. It is hard to single out any human activity that can
not be directly or indirectly linked to any component of tourist activities. Also, it is difficult
to talk about tourism as an independent economic field, because, tourism consists of many
other factors, who basically not need to be a touristic, but the point is that tourism without
such factors can not be formed, nor sustained.

Some of bh. tourist potentials are in active use, but the level of its use is not
satisfactory. On the other hand, there is a whole range of attractive areas and segments, that
need to be explored, protected, identified, prepared, put in function and promoted.
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If we systematically approach with clear strategic goals and concrete measures for
their implementation, then tourism, in long term, certainly would help in employment and
promotion of other products in BiH, and that would certainly contribute to improving the
complete economic activity.
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Abstract: Fast development in industry requires an equally fast response in educational system.
Educational organizations have an opportunity to join the process proactively. Project work, international
cooperation, joint ventures with local social partners and similar forms of cooperation are the ways to enhance
development. The article presents some examples of good practice as to how to engage in development and
international projects and how fto raise the funds. The article could be an interesting example for similar
educational organizations, such as school centres, secondary technical schools, vocational schools, and colleges.

Key words: development, project work, international cooperation

1. INTRODUCTION

In the time of fast technological development, it is important for educational
organizations to follow this development. The school system, which is proverbially rigid,
should, because of its importance in society, make its utmost to follow this development.
Educational organizations are not supposed only to wait for the state institutions to direct
and help, they should also take an active role in the process of development.

A successful development requires a positive support from the environment (state
offices, technical support from the state institutions, cooperation with industry, and a
positive social image). An active support of all the named actors is invaluable.

The possible activities can be held on local, state and international level. It is important
to maintain the development in accordance with the strategic standpoints of our regional,
state and international goals, which need to be consistent with the general development
directions of the region, state and globally. We should be careful not to neglect the resources’
(personnel and material) aspect of the project that forms the basis of a successful
development.
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2. PROJECT WORK AND INTERNATIONAL COOPERATION AT KRANJ
SC

2.1Presentation of Kranj School Centre

The present Kranj School Centre (KSC) was formed on 1. 1. 2013 by The Resolution
of the Ministry of Education, Science and Sport (MESS) and comprises of five
organizational units:

—Secondary Technical School,

—Specialist Grammar School,

—Secondary School for Economics, Services and Civil Construction,
—Vocational College,

—Intercompany Education and Training Centre.
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Figure 1: Kranj SC Organigram (source: archive SC Kranj, 2013)

Kranj SC is currently also active in adult education and establishing a research centre.
With a merger of the two previous colleges, ESIC and Kranj SC into one college, the scope
of study programs has increased to 7 programs, mainly dealing with technology and
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economics. The Centre is one of the largest school centres in Slovenia with approximately
178 teachers and over 2200 students. The main activity of Kranj SC is technical and
vocational education in various fields, from secondary to college to adult level education,
for participants from industry and life-long education, as well as projects in cooperation with
industry and other organizations, international cooperation and research.

In spite of Kranj SC being currently a relatively young organization in its present
form, the origins of the school draws on rich tradition of technical and vocational education
in Kranj and Gorenjska region.

The Slovenian Ministry of Industry established a machine factory in Kranj in 1946,
which, already in March 1946, changed its name to ISKRA. A supportive industrial school
was built in 1951 for 300 students. The need for technical staff was increasing year after
year so the employees started to join the educational process as well.

A great change in the history of our school came with the introduction of
comprehensive education in 1981/82. It was the time when 950 students and 40 teachers
were involved in educational programs of electrical and mechanical engineering. It showed
in a lack of facilities for theoretical and practical lessons. The decision for a new school
building and its financing was adopted by the Municipality of Kranj and its industry. Since
the moving in in the new facilities in 1985, the school has been gaining a status of an up-to-
date equipped educational centre. Its great advantage has been modern teaching technology
which was partly a product of cooperation between Iskra and other factories in Kran;.

In school year 1991/92 our institution was named, by the Order of the Ministry of
Education, Science and Sport, Kranj Secondary School of Electrical and Mechanical
Engineering, with two organizational units, namely: Vocational and Technical School, and
Technical Grammar School.

The school was remodelled in 2005/06 into Kranj Technical School Centre with three
organizational units:

—Technical and Vocational School

—Technical Grammar School

—Technical College

The public educational institution named Kranj Technical School Centre was
established on 8™ July, 2008 by The Order of the Republic of Slovenia. The Order was
passed on the basis of 2" paragraph of 41 Article of Organization and Financing of
Education Act (Uradni list RS, $t. 16/07 — an official consolidated text and 36/08) and 1%
paragraph of 6 article of Post-Secondary Vocational Education Act (Uradni list RS, t.
86/04). The Act made the establishment of The Intercompany Education and Training
Centre— I[ETC as an organizational unit of the educational institution possible.

Year 2013 saw the merger of Kranj Technical School Center and the School of
Economics and Services, with the exception of the Grammar School, into a newly
established Kranj School Centre. The Technical College started a new program: Security.
The construction of an extension for the IETC with a cutting edge technology in classrooms
and labs was completed.
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Figure 2: Opening of IETC (source: Simovic, S., 2013)

Combining educational institutions and the completion of IETC at Kranj SC pose a
great opportunity for future development.

2.2 Projects and development

Project and development work has always been a part of educational process at Kranj
TSC, now Kranj SC. I am going to present our projects briefly.

2.2.1 Development projects

MUNUS, MUNUS 2: preparation of renewed secondary and vocational school
programs and their implementation. MUNUS 2 (2008-2012) was a project of ESS, directed
by the Consortium of Slovene School Centres. The tender was prepared by MESS and has
been the most challenging so far also in terms of organization. During the project, we have
learned how to manage and control the project. A project office was established for the
duration of the project.

LoCaRe — ESA (European Sustainability Ambassadors). LoCaRe (Low Carbon
Economy Regions) is a project managed by INTERREG IV C program of The European
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Commission. The program encouraged solutions for a decrease of carbon dioxide emissions
on regional and local levels and contributed to the industrial development at the same time.

Six of LoCaRe subprojects were chosen, the topics of which related to renewable
sources of energy, CO, capture and storage, green procurement, low-carbon environmental
planning and awareness raising. One of them was ESA — European Sustainability
Ambassadors, whose main goals were to encourage activities in the field of awareness
raising, environmental protection and saving energy both on local and regional levels. Four
European regions participated in LoCaRe ESA subprojects, namely Syddamark from
Denmark, Principado de Asturias from Spain, Emilia-Romagna from Italy and Gorenjska
from Slovenia (Kranj TSC).

CaRBs (LdV partnership) — The idea for the CaRBs Partnership came from the need
in industry and in vocational education for a competent training in the field of CNC and
robotics and from new programs and modules which are being introduced in secondary
vocational and college education. In CaRBs Partnership (CNC and robotics) our aim was to
create a long-lasting cooperation between vocational educational institutions and companies
where students could train for work with CNC machines and in automated production.

Since automation - robotics and CNC - is a sphere in Slovenia where very few large
or technologically advanced companies have both financial and personnel means to realize
it, our goal was quite challenging: to train and make learning and training for secondary
school and college students as well as workers from industry possible on high-tech CNC
machines, robots and automated production lines in the expanding IETC (MIC), and to help
small companies to introduce automation with our own and their know-how at a lower cost.

Similar institutions from five European countries, namely Germany, Sweden,
Lithuania, Norway and Slovenia, participated in the project. The participants were schools,
competent centres and companies. The coordinator of the partnership was Osteroy
Manufacturing Industry Association from Norway.

Microeducation (LdV partnership) — Ten partners from eight countries took part in
the project. The partners were technical and vocational schools that teach electrical
engineering. The goal of the project named “Microcontroller Applications in Vocational
Education” was to develop a microcontroller kit suitable for use in school.

Hydropowerplant Simulator (LdV innovation transfer) — Kranj SC realized a
project of constructing an educational Pelton turbine in participation with CKB Bansko
(Czeck Republic), Agpyme S.L. (Spain), Litostroj Power, and the Faculty of Mechanical
Engineering in Ljubljana. The model of the turbine is intended for secondary school and
college students as well as mechanical engineering and electrical engineering specialists in
Slovenia.

2.2.2 Facilities

IETC construction
IETC was established in 2008 as an independent unit of Kranj TSC. Aiming to
improve our working conditions, IETC successfully applied to an invitation to tender by the
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MESS for co-financing the investment in IETC. The tender documentation was prepared in
cooperation with The development Agency, the Municipality of Kranj, and other social
partners.

The investment structure (with VAT):

— Investment documentation costs: 43,800.00 EUR

— Technical services costs: 234,000.00 EUR

— Construction and renovation costs: 2,160,463.00 EUR

— Equipment purchase and installation costs: 465,23400 EUR

— Other costs: 130,000.00 EUR

Total: 3,033,497.00 EUR

2.23 International mobility

The mobility projects for secondary school and college students as well as teachers
have been successfully managed since 2009. Our partners come from different European
countries: Denmark, (EUC Syd, Sondeborg), Austria (HTL Mdossingerstrale, Klagenfurt),
Italy (LT.LS Fermo Corni, Modena), Macedonia (SETUGS, Skopje), Estonia
(Kutseopekeskus, Narva), Belgium, (GTI Mortsel), SIQ GmbH Buchloe... It is important for
the partners to be reliable as this is the only way for the cooperation to be successful.

!h

== NARVA K"'TSEOPPEKESKUS

——  Narva Vocational Training Centre

'!

Figure 3: Students on an exchange visit in Estonia (source: Kristan Primsar, N., 2015)

3. DEVELOPMENT STRATEGY

There is no use to have projects for their own sake. The project work objective is
development. It is important for an organization to have a well-designed development
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strategy and to follow its plan in promoting its projects and international cooperation. In this
way, an organization is able to choose those projects which secure its strategy goals.
The areas that need to be developed for a successful project work (Stare, A., 2011)::

3.1 Organization Strategy

3.2 Project Organization Culture
33 Project Office

34 Project Information System
3.5 Quality System

3.6 Partnership Network

3.1 Organization Strategy

The vision of Kranj TSC was the basis of our long-term strategy goals. The activities
were carried out in accordance with the directions. After the merger of Kranj TSC and Kranj
ESIC our visions and work strategies were harmonized. The merger proved to be successful
as both units contributed their own experience and knowledge to a common goal. The
synergy of the units can really bring something new.

The long-term goals of the Kranj SC latest document include a focus on development,
activity in the local environment and globally, and personnel-resource development.

3.2 Project Organization Culture

The project organization culture is one of the key factors for a successful and efficient
realization of a project. The important factors are:

- The attitude to projects: the support of the management and a positive attitude of the
personnel is very important. In case the employees see the projects as an unnecessary extra
work load with no added value for the company, the project work will be very difficult to
carry out.

- Suitable organizational rules: a precise allotment of responsibility, power and
competence is necessary to avoid a chain of misunderstandings.

- A unified methodology: a unified methodology needs to be devised to make work
and communication inside the organization easier. The fact that the projects are so dissimilar
that unification is possible only to a certain degree presents a great difficulty.

- Qualified personnel: the teachers in our educational institutions are well qualified
but they lack in project know-how. A possible solution is to redirect the resources into a
building of a successful project team.

33 Project Office

This is an area of high pressure. It is a fact that the number of people in the project
office should be sufficient for the process of acquiring projects, their realization and
coordination to run smoothly, and to also set up the policy for future work. The usual
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contradiction is: the number of projects is expected to be high but the number of projects
currently under execution is low (which means a low money flow) therefore an effective
project team cannot be formed. That also means that an undernourished team cannot perform
all the necessary activities.

It is for the management to decide on the personnel policy. Our centre decided to
adjust the personnel policy to the funds available. During 2007 — 2013 and 2014 — 2020
perspectives, IETC only employed two people. Now, with the beginning of a new
perspective and more funds available, the number of employees has been increased. We hope
that the intensity of work will increase which will, hopefully, bring about better results.

34 Project Information System

There are many IT systems available. So far, we have not had a computerized system
but we are planning to establish it this year.

35 Partnership Network

A partnership network is inevitable for the realization of projects on both levels,
national and international.

How did we set it up?

The partners on local and national level are attained in accordance with our
development strategy. The networking with educational institutions on all levels, from
kindergarten to university, aims to intensify professional development, promotion and
possible cooperation in projects... Social networks with our partners, professional
institutions and state offices are the priority in designing our policies and development
projects. We got in touch with our international partners in different ways: taking part in
international seminars and participating in international headmasters’ meetings, with the
help of Gorenjska Regional Development Agency, on the basis of our partners’
recommendations, and, occasionally, purely by chance.

It is important for the partners to be dependable and successful at acquiring projects.
Their ability to connect is of crucial importance. On local and national level, we have
established or associated with the following institutions: Konektor, Slovene School Centres
Consortium, and IETC Association (under establishment).

Konektor is a consortium of 24 companies which are going to join forces with our
school to promote development projects and new educational programs required by the
employers, and to ensure a continuous flow of knowledge between the industry and
educational sphere. The signatory partners are: Aerodrom Ljubljana, Alpetour, BSC,
Chemets, Cetrta pot, EL-ART, Elektro Gorenjska, Goodyear Dunlop Sava Tires,
Gospodarska zbornica Slovenije — OZ za Gorenjsko, Impulz servis, Infotrans, Iskra, Iskra
ESV, Iskra ISD, Iskraemeco, Iskra strojegradnja in vzdrzevanje, Meroslovje Lotri¢, LTH
Castings, Mestna obc¢ina Kranj, Obmocna obrtno-podjetniska zbornica Kranj, Plamtex INT.,
Polycom, Savatech, Sibo G,Tiskana vezja Luznar.
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The School Centres Consortium is an association of seven largest school centres in
Slovenia that covers all its regions. The members of the Consortium are: Kranj SC, Celje
SC, Ljubljana SC, Nova Gorica SC, Novo mesto SC, Ptuj SC and Velenje SC. Our aim is to
apply jointly for projects on both, national and international level. With a wide range of
references, experience and professionals we are able, with the support of the local
community and state institutions, to undertake important development projects in different
fields, such as professional development, school system development, sustainability,
entrepreneurship, ...

Intercompany Education and Training Centres are school units the role of which is to
connect education with industry. There are 16 such centres in Slovenia and they present an
important infrastructure that supports industry in acquiring competent employees for their
companies.

4. HOW THE PROJECTS ARE CHOSEN

The decision is made on the basis of these criteria:
—Following our strategic goals

—The strategy of internationalization

—Personnel and facilities availability

The projects we participate in:

—Interreg
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— Central Europe

—ERASMUS +

—National projects (ESS,...)

The strategy of acquiring projects:

—It is important to have dependable partners

—Monitoring the possibility of cooperation. Sometimes we join a partnership, on other
occasions we apply for a project. Each form of cooperation has its advantages and
disadvantages:

o If we are the leading partner, we have to devise the project, which also
means that we bear the responsibility for the project success. However, we are in full control
over its realization.

o Ifwe are an associated partner, we have less control over the project and just
follow the idea of our partner organization. We decide on this kind of cooperation if we have
little experience in acquiring projects or our partnership network is not wide enough, but, on
the other side, this type of activity increases the possibility of success in acquiring funds.

- We cooperate with the Regional Development Agency in search of suitable funds.
Because of the difference in contents and rules of application it is necessary to join forces
with the professionals. In this way we can decide whether the application makes sense or
not, and what the chance for acquiring the funds is.

5. CONCLUSION

We are well aware at Kranj SC of the importance of developing educational
institutions, therefore we think it is crucial to participate in different projects. The projects
funds also give us an opportunity to improve our material conditions and to employ new
workers. This can be an efficient way of forming a project team and training its members for
the project work. Other professionals can join the project work on their own initiative. With
the support of a technical team such integration is easier and more efficient.

I hope this lecture, being an example of good practice, will present a motivation for
other educational institutions. At the same time | wish this article to be a basis for new
partnerships.
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Abstract: Development of tourism in Serbia must be based on a concept of both sustainable development
and total quality management (TOM). In particular, protected areas of Serbia are interesting for a long-term
tourist development. Being an exceptional locality, the mountain of Tara is a huge opportunity for development
of the Zlatibor County and Serbia in general. This paper will present the top model of total quality management
referring to the tourist destination “National Park of Tara”.

Key words: Customer satisfaction, Quality, Management, Continuous improvements, Total quality
management

1. INTRODUCTION

Tourism is one of the fastest growing industries in the world, increasing in sales and
volume 7% annually since the 1990s (The International Ecotourism Society 2006).
International tourist arrivals grew by 4.4% in 2015 to reach a total of 1,184 million in 2015,
according to the latest UNWTO World Tourism Barometer. Some 50 million more tourists
(overnight visitors) travelled to international destinations around the world last year as
compared to 2014. (World Tourism Organization 2012).

Over the last five years, tourism and travelling in Serbia have amounted to abt 8% of
the Serbian GDP. This result was achieved despite the condition of tourist offer, which was
dissatisfactory due to incompatibility of the tourist assortment offered and demanded; in
addition, prices and values of tourist products and services were not in line. A number of
factors caused such conditions, some of them being as follows (Radosavljevic, G., 2006):

- total quality management system is not applied in practice,

- privatisation process has not been finished yet,

- tourist staff is insufficiently paid and discouraged,

- war and war consequences affected tourist development.

Tourism is a big opportunity for development of the entire Serbia including the Zlatibor
County where a number of protected areas are located (National Park of Tara, the mountain of
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Goljja, the Uvac canyon, Mokra Gora village etc). National Park ‘Tara’ (hereinafter referred
to as NPT) is especially interesting as it renders huge opportunities for development of tourism
and associated services. This paper will thus analyse the way to improve quality until total
quality management — TQM — is achieved at the NPT tourist destination .

2. FEATURES OF QUALITY MANAGEMENT IN NATIONAL PARK

According to many, Tara is the most beautiful mountain in Western Serbia. It spreads
over the territories of the Municipality of Bajina basta and the City of Uzice. In order to
preserve rare species of flora and fauna, natural environment and values and cultural and
historical monuments as well as for cultural and scientific research and utilization purposes,
the territory of Tara was declared a national park in the year 1981.

NPT is managed by Public Company NPT with head office at Bajina basta. Local
authorities of Bajina Basta and Uzice influence operations of PC NPT in compliance with
their authorizations. Governmental authorities are the ones to give consents for Studies on
Effects of Investement Facilities built on the NPT territory. Mutual coordination of all the
parties involved is not at a very good level thus holding up development of NPT as a tourist
destination. Privately-owned accommodation facilities are managed by their owners. Hotels
are either owned by The National Army or private individuals. Bus lines from Bajina Basta
or Uzice — Kremna are kept by several transportation companies. Roads are maintained by
public utility companies, ‘“Putevi Enerprise” and NPT.

It is apparent that the NPT system contains a series of elements. Its complexity varies
depending on the territory covered by national park, because there are various resources and
actors in continuous ineraction. TD NPT is a package of products and services created by
representatives of public and private sector. The essence of these are not natural attractions
themselves, but a combination of such attractions offered on the basis of experience of tourist
consumption.

J. Popesku (Popesku, J., 2009) summarizes basic directions of the content referring to
the notion of tourist destination as follows:

* “Destinations offer a large number of products, services and experience under their
own name (brand),

* Destination is the most important unit which multiple and complex dimensions of
tourism are based upon,

* Destination is the basic unit to have the tourism analysed,

* Destination is the core of tourist product offer and development as well as of
implementation of tourist policy,

* Destinations exist within a wider destinations — continents, regions, countries, areas,
cities, places etc,

» A series of products and services at a destination includes the entire tourist value
chain,

* Services at a destination are rendered by both public and private sector which are
very dependent on each other,
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* Destinations are both palpable and impalpable categories (image, identity, character)
and

* Different perceptions of a destination can often make a blurred image in reality
(cheap versus exclusive, safe versus dangerous).”

TD NPT represents more than just 19,200 ha of physical territory. It also consists of
a variety of products, services and natural resources, elements and information attracting
tourists. Complexity of NPT operation witnesses that it is not easy to secure the quality of
an integrated tourist product. The question is: what is the way to develop NPT as a tourist
destination in a quality and long-term manner? The anwer is clear: with a quality offer and
all-inclusive product. A well designed and implemented development of NPT as a tourist
destination cannot last for just a season; it must be organic and long-term oriented in order
to be successful and self-sustainable. Serbian tourism must be branded over its tourist
regions, therefore NPT as a toursit destination available 365 days a year must be a Serbian
tourist brand. Precondition for this is that the local population must be autochthonous,
authentic and original as it is — these people must be true Era people!

It should be noted that NPT offers huge opportunities for development of the
following types of tourism :

1. Sports tourism
Congress tourism
Nautical and water sports tourism,

Medical tourism,
Religious tourism,
Ecological tourism,
Cultural tourism,
Excursions,

9. ‘Over-sixty’ tourism,

10.Agro-tourism and

11.Incentive tourism or MICE- Incentive trips.

Quality management for TD NPT involves a specific approach to coordination of
activities of public and private participants.(Vukoja, B.,2009) All of them should be partners
united by PC NPT which should evolve into a specific managing organization with a basic
goal to define and accomplish the collective projection for TD NPT. This goal may be
reached with a well-projected path toward the total quality management (TQM) as the
highest level of business.

PN R LD

3. TQM CONCEPT FOR TOURIST DESTINATION

World Economic Forum measures individual tourist competitiveness of each country via
Index of Travelling Competitiveness. This index consists of 13 supporting columns of
competitiveness: 1. Policy and regulations, 2. Environmental protection regulations,
3.Safety and security, 4. Health and Hygiene, 5. Priority level of tourism and travel,
6.Aviation facilities, 7. Land facilities, 8. Tourist facilities, 9. Information facilities, 10.
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Competitiveness of prices for tourism and travels, 11. Human resources, 12. Domestic
perception of tourism, i 13. Natural and cultural resources (Figure 1). Obviously, these are
TQM elements of each tourist destination (TD).

l Travel & Tourism Competitiveness Index \

. Natural and
. . ET&T Policy and Infrastructure: Cultural
Enabling Environment: Enabling Conditions: -Air Transport Resources:
-Business Environment -Prioritization of Infrastructure -Natural
-Safety and Security Travel & Tourism -Ground and Port Resources
-Health and Hygiene -Inc';ernational Infra.structu.re -Cultural
-Human Resources and PEtinEss -'ll'ofurlstt Setrwce Resources and
Labour Market -Price nirastructure Business Travel
Competitiveness J J

-ICT Readiness
-Environmental
Sustainability

J

Figure 1: The T&T Competitiveness Index 2015 framework (source: Insight Report The
Travel & Tourism Competitiveness Report 2015 Growth through Shocks)

In 2015, Serbia was ranked 95" out of 141 states according to Index of Tourist and
Travelling Competitiveness (table 1) showing that the required level of attention is not paid
to tourism in our country. Improvement of each TD’s quality will lead to improvement of
the quality of all tourist products of Serbia thus raising the level of its competitiveness.
Each destination must be developed according to the concept of sustainable development
and total quality management (TQM). (Blazevi¢, 2009.)Key management subsystems of the
NPT strategic management are shown at Figure 2. These are the subject of TQM.

Total quality management (TQM) of the TD NPT should provide full satisfaction of:

- each guest-tourist,

- those offering tourist products and

- local population (figure 3).

Quality is something that is trained every day in all respects until it becomes an integral part
of business operations. Any tourist will accept a high quality offered at a low price.

Table 1: The Travel & Tourism Competitiveness Index 2015 Ranking (source:
http://reports.weforum.org/travel-and-tourism-competitiveness-report-2015)
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1 Spain 5.31
2 France 5.24
3 Germany 5.22
4 United States 5.12
5 United Kingdom 5.12
6 Switzerland 4.99
7 Australia 498
8 Italy 4.98
9 Japan 4.94
10 Canada 492
| I

33 Croatia 4.3
| I

39 Slovenia 4.17
| I

67 Montenegro 3.75
| |

82 Macedonia, FYR 35
| |

95 Serbia 3.34
| |

106  ||Albania 3.22
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Management of
Sustainable

Information Development Human resource
support and management at
management

the level of tourist
destinations and

tourist business

systems

systems

KEY MANAGEMENT
SUBSYSTEMS

Crisis and recovery WITHIN THE
management STRATEGIC Project
(micro and macro MANAGEMENT TD management and
level)

investment

Yield
Management at
the TD and TBS

Event Management
at the TD

Figure 2. Key management subsystems within the strategic management TD

Full satisfaction
every guest

The positive impact of
tourism on the other
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DESTINATIONS
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Full satisfaction
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product
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Figure 3. TOM tourist destinations NPT
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TQM for tourist destination NPT includes (Puri¢i¢, R. M., 2015):

* Guest-oriented quality, i.e. the requirements of guests must be anticipated in order
to create tourist subjects of the destination meeting such requirements. Lack of product
quality will keep us away from the increasingly picky tourist market, while the process of
creating quality is long and continuous;

» Support of top management aware of TQM tools and technique in order to
understand the process of total quality management for tourist destination;

* Continuous improvement as a process of improving the quality of tourist products
and services through growth of revenue followed by constant innovations;

* Full participation of employees, while quality of tourist subject is maintained
through an effective remuneration of employees.

* Cycle time reduction,i.e. elimination of tasks and activities failing to produce added value.

* Prevention rather than detection, because the philosophy of TQM is based on a ‘fault-
free’ concept, whereas the main task of management is to eliminate the root cause of the fault.

* Management by fact, as TQM means that everything must be supported by facts.
Therefore the data must be collected, analysed and compared. A business intelligence system
must be designed.

* Development of partnership, making both public and private TD subjects open for
environment will lead to their interconnection - partnership.

* Public responsibility of TQM tourist subjects accepting responsibility for a flawless
placement of tourist products and for preservation of natural and cultural resources of the
destination and introduction of new technologies and alike.

It is difficult and risky to get to TQM in conditions like these. It would be best if we
could implement ISO 9001:2015 which would then integrate ISO14000, ISO 22000 and
other norms.

Implementation of ISO 9001 should be based on a well designed marketing approach
and development strategy for TD NT. Promotional activities must wait a bit. A market
research must be carried out to show the following:

- Who are the tourists-visitors coming to the NPT (demographic and geographic

data),

- What kind of services do they expect (accommodation, fun, culture, sports etc),

- What is their budget for the service expected and

- What is their definition for the quality of service.

After that, quality management system should be implemented pursuant to ISO
9001:2015 . Otherwise, the existing standard should be adjusted to the applicable one. The
last ISO9001 upgrade is an impotant step for further development , as shown in Table 2.

In line with quality system, it is necessary to implement the [ISO14000:1996 norms
which make the first step in adjusting the level of environment protection to the
requirements of sustainable tourist development. These norms deal with: 1.
environment protection management, 2. reassurance of environment protection

Table 2. Comparison between ISO 9001:2008 and ISO 9001:2015
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(source: http://www.qualitygurus.net/ISO+9001%3A2008+vs+ISO+9001%3A2015)

1SO 9001:2008 1SO 9001:2015 Remarks
0. Introduction 0. Introduction
1.1 General 1 Scope
L 4.3 Determining the scope of the

1.2 Application ;

quality management system
2. Normative references 2 Normative references
3. Terms and definitions 3 Terms and definitions
4. Quality Management System 4 Context of the organization

. . i

4.1 General Requirements 4 4 Quality management system and

its processes

Reduced requirements

4.2 Documentation Requirements

7.5 Documented information

for documentation

4.2.1 General

7.5.1 General

4.2.2 Quality Manual

Quality Manual not

required

4.2.3 Control of Documents 7.5 Documented Information Records and
Documents are now
4.2.4 Control of Records 7.5 Documented Information "Documented
Information"
5. Management Responsibility 5 Leadership
5.1 Management Commitment 5.1 Leadership and commitment
5.2 Customer Focus 5.1.2 Customer focus
5.3 Quality Policy 5.2 Policy
5.4 Planning 6 Planning
. . 6.2 Quality objectives and planning
5.4.1 Quality Objectives to achicve them
5.1 Management Commitment 5.1 Leadership and commitment
5.2 Customer Focus 5.1.2 Customer focus
5.3 Quality Policy 5.2 Policy
5.4 Planning 6 Planning
. .. 6.2 Quality objectives and planning
5.4.1 Quality Objectives to achieve them
5.4.2 Quality Management System Planning | 6.3 Planning of changes
5.5 Responsibility, Authority, and 5.3 Organizational roles,
Communication responsibilities and authorities
5.5.1 Responsibility and Authority 3.3 Organizational roles, jcm.lz'gtlonal roles .
responsibilities and authorities
5.5.2 Management Representative - MR not required

5.5.3 Internal Communications

7.4 Communication

5.6 Management Review

9.3 Management Review

5.6.1 General

9.3.1 General

5.6.2 Review Input

9.3.2 Management Review Inputs

5.6.3 Review Output

9.3.3 Management Review Outputs

6. Resource Management

7.1 Resources

6.1 Provision of Resources

7.1 Resources

6.2 Human Resources 7.1.2 People
6.2.1 General 7.2 Comgetence
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6.2.2 Competence, Training, and Awareness

7.2 Competence and 7.3 Awareness

6.3 Infrastructure

7.1.3 Infrastructure

6.4 Work Environment

7.1.4 Environment for the operation
of processes

7. Product Realization

8 Operation

7.1 Planning of Product Realization

8.1 Operational planning and control

7.2 Customer-Related Processes

8.2 Requirements for products and
services

7.2.1 Determination of Requirements
Related to the Product

8.2.2 Determining of requirements
related to products and services

7.2.2 Review of Requirements Related to

8.2.3 Review of requirements related

the Product

to products and services

7.2.3 Customer Communication

8.2.1 Customer communication

7.3 Design and Development

8.3 Design and development of
products and services

7.3.1 Design and Development Planning

8.3.2 Design and development planning

7.3.2 Design and Development Inputs

8.3.3 Design and development inputs

7.3.3 Design and Development Outputs

8.3.5 Design and development outputs

7.3.4 Design and Development Review

8.3.4 Design and development controls

7.3.5 Design and Development Verification

8.3.4 Design and development controls

7.3.6 Design and Development Validation

7.3.7 Control of Design and Development Changes

8.3.4 Design and development controls

8.3.6 Design and development changes

7.4 Purchasing

8.4 Control of externally provided
processes, products and services

7.4.1 Purchasing Process

8.4.1 General

7.4.2 Purchasing Information

8.4.3 Information for external providers

7.4.3 Verification of Purchased Product

8.4.2 Type and extent of control and 8.6
Release of products and services

7.5 Production and Service Provision

8.5 Production and service provision

7.5.1 Control of Production and Service

8.5.1 Control of production and

Provision

service provision

7.5.2 Validation of Processes for
Production and Service Provision

8.5.1 Control of production and
service provision

7.5.3 Identification and Traceability

8.5.2 Identification and traceability

7.5.4 Customer Property

8.5.3 Property belonging to
customers or external providers

7.5.5 Preservation of Product

8.5.4 Preservation

7.6 Control of Monitoring and Measuring

8.5.1 Control of production and

Equipment

service provision

8. Measurement, Analysis, and

9.1 Monitoring, measurement,

Improvement analysis and evaluation
8.1 General 9.1.1 General

8.2 Monitoring and Measurement

9.1.1 General

8.2.1 Customer Satisfaction

9.1.2 Customer satisfaction

8.2.2 Internal Audit

9.2 Internal Audit

8.2.3 Monitoring and Measurement of Processes

9.1.3 Analysis and evaluation

8.2.4 Monitoring and Measurement of Product

8.6 Release of products and services

8.3 Control of Nonconforming Product

8.7 Control of nonconforming outputs

8.4 Analysis of Data

9.1.3 Analysis and evaluation

8.5 Imgrovement

10 Imgrovement
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Continual deleted in
8.5.1 Continual Improvement 10.3 Continual improvement CD, but is back in the
revised standard

8.5.2 Corrective Action 10.2 Nonconformity and corrective action
6.1 Actions to address risks and PA is being replaced
opportunities with risk based thinking

8.5.3 Preventive Action

system, 3.assessment of effects of environment system, 4.assessment of the product
life cycle from environmental aspect, and 5.marking products according to their
influence on environment. In this way, the basis for implementation of an Integrated
management System is made. So called eco-tourism should be nourished within the
NPT as it has numerous environmental effects and is very much dependant on the
code of conduct of each individual - tourist (table 3).

Integrating ISO 9001 and ISO 14001 are realized the following benefits:

1. Improved business performance,

2. A holistic approach,

3. Position quality and sustainability into the heart of the organization,

4. Reduced documentation and duplication,

5. Save time and resources,

6. Improved risk and opportunity management.

As for management system of TD NPT, it must integrate the following
norms/standards: OHSAS 18001 i HACCP.

Standard OHSAS 18001 is a standard prescribing health and safety at work providing
the following:

* setting targets in reference to health and safety of both staff and guests,

« availibility and application of both legal and other OHSAS regulations,

* establishment of documented procedure and other necessary documents,

* permanent moniutoring, control, reassurance and improvement of OHSAS
protection policy and targets.

A quality tourism is featured by safe catering service, i.e. by food which suitability is checked
through prevention procedures fully applied in compliance with HACCP concept (‘“Hazard Analysis
and Critical Control Points”). HACCP is a system of value identification and determination and risk
control important for safety of food. It is based upon the following principles:

* analysis of potential hazards - unallowed contamination of biological, chemical or

mechanical nature,

* determination of critical control points-CCP,
establishment of critical limits for each CCP,

* establishment of monitoring procedure for each CCP,

« corrective actions to be taken when a CCP is out of control,

« verification procedure assuring effective functions of the HACCP system,

* documentation keeping, including all procedures and records in compliance with
these principles and their application.
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Table 3. Negative and positive impacts of ecotourism as criteria for a code of conduct

(source: http.://edis.ifas.ufl.edu/fr339 )

Economic ¢ Inability to pay on-going organizational costs (e.g., infrastructure, wages)
(Negative) e Leakages (e.g., revenue generated to non-local organizations)
¢ Generation of revenue and employment
Economic e Provision of economic opportunities for the local community and beyond
(Positive) o Multiplier effect (e.g., spin-oft economic benefits that support ecotourism
such as purchasing local supplies for development and maintenance)
Environmental | e Permanent environmental change (e.g., vegetation removal, site leveling)
(Negative) e Creation of waste residuals (e.g., sewage, exhaust)
e Operator involvement in protection and rehabilitation (e.g., protected
area designation and cultural resource conservation)
Environmental | ¢ Management of natural areas
(Positive) e Programs for ecotourists, neighbors, community members to be

involved in environmental protection, rehabilitation, or management
(e.g., volunteer, education, or fundraising programs)

e Social and cultural intrusion (e.g., consumer demands for authenticity)

¢ Erosion of local control (e.g., employment in-migration)

e Local inequalities (e.g., disputes over partnerships)

e Fostering a sense of community and empowerment through local
participation (e.g., packaging with local service providers)

¢ Providing aesthetic/spiritual enjoyment for residents and tourists

o Fostering socio-cultural respect (e.g., education to raise awareness)

e Providing access to resources (e.g., equal opportunity for tourists,
employees, and community to access amenities and services)

Socio-Cultural
(Negative)

Socio-Cultural
(Positive)

Apart from these management systems, each TPS should integrate all other relevant
management systems related to its operations. This is a necessary stage during the process
of getting to the total quality management (TQM) as the highest level of business operations.
Total Quality Management is a system providing the required quality. It refers to constant
improvement, increased flexibility, effectiveness end efficiency of operations. It includes all
levels of subjects and employees of a destination. In this regard, quality is the result of an
elaborated system of managing the quality of a destination.

When implementing QMS pursuant to ISO9001:2015, one should bear in mind the
2013 research results referring to selection of "the ideal tourist destination “(Table 4).

Table 4. Values / Attributes that are linked to the "ideal destination”
(Source: http://www.apartmanija.hr/zajednica/ideje/kvaliteta-smestaja)

The attribute / value "ideal destination" % of respondents
The beauty of the landscape 60%
Quality accommodation 48%
Preserved area (no crowds) 42%
Gastronomy 29%
The diversity of activities 18%
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It is obvious that almost half of the guests select a TD according to the quality of
accommodation facilities. On the other hand, the most important factors to make a choice
for a TD are the people renting the accommodation facilities. All these elements should be
regarded as preventive measures once quality management system is documented. Further,
such documentation should include the quality of:

1. A partial tourist product as a product of each individual tourist bidder which offer
services to the market on his/her own or via agents, and

2. An integrated tourist product as the summary of everything that may meet the
consumers' requirements; at the same time, product is not only limited to its physical
features, but also includes experience, people, places, organizations, information and ideas.
Such product is a sum of:1. TD attractiveness compiling natural and social benefits; 2. TD
availability (utilities, equipment) and 3. TD receptive factors (necessary accommodation and
catering facilities).

According to tourists, the elements of quality of tourist destination and product are
the following: (Source: Radosavljevi¢ G., 2006.):

Image of a destination before arrival
v
Information obtained before arrival
v
Booking
Y
A trip to destination
v
Arrival (receipt)
\Y
Information obtained at a destination
v
Accommodation
\Y
Catering
v
Attractions
Y
Facilities and environment
v
Contacts and memories after return

When designing the TD quality, one should take into account of maximum
accommodation capacity referring to max number of people that may visit the TD at the
same time with no consequences for physical, economic or social-cultural environment and
without unacceptable reduction of quality of customers’ satisfaction. Maximum
accommodation capacity is calculated as follows (Source: US National Park Agency):
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CC=f(Q, T, N, Ut, DM, AB)

where is:

CC — carrying capacity,

Q — quantity of the parks resources.

T — tolerance of its resources to use,

N — number of visitor,

Ut — type of use,

DM - desing and management of the visitor facilities,

AB — attitude and behaviour of visitors and managers.

Implementation of QMS and other management systems may help achieve the desired
quality of a tourist destination. According to D.Rajkovic (Rajkovi¢, D.), it provides the
following adventages:

“1. Quality provides adventage over competition.

. Quality performances make tourist services placed on the market more easily.
3. Product quality results in clients’ loyalty.

4. Higher level of quality provides higher level of profit.

5. Quality management leads to a more stable and safe tourist industry.

6

7

[\

. Quality improvement provides a higher level of satisfaction.
. Quality management improves the access to financial assets.
8. An effective monitoring of improvement prevents repetition of expensive faults
(objections and claims).
9. Careful data collection becomes a tool for a proper decision-making.
10. Monitoring quality improvement encourages a pro-active approach of a management.)

4. CONCLUSION

Tourist industry is an important incentive for economic development of the Zlatibor
County and Serbia in general. Thanks to this industry, the largest number of new work
places can be opened.

National Park of Tara must become an attractive tourist destination with a multiplied
number of visitors attracted by a series of new partial and integrated tourist products. This
goal can be reached with a proper marketing approach and dedication to quality of all
subjects of the NPT tourist destination. The key to success is to fully satisfy and make each
guest happy; beauty must work for quality and quality must work for beauty.

Total Quality Management is a system assuring the quality required. It is the result of
claborated system of managing the total quality of destination. It must be reached through
integration of all relevant management systems into the managing system of the TD NPT
and through continuous improvement and increased flexibility, effectiveness and efficiency
of business operations. TQM includes all levels of subjects and employees of the destination.
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Abstract: During the second half of the twentieth century, tourism went through the expansion as no
economic sector experienced. Travel and tourism trends increased from 25 million, in 1950, to over 1.1 billion
of tourists in 2014. This shows that tourism is a dynamic category which offers new destinations, new forms of
arrangements, new kinds of travel, but which also requires new forms of organization, new resources,
innovations and new strategies.

Serbia has all necessary prerequisites for the successful development of tourism. However, Serbian
tourism is not competitive enough, especially in the international market, in contrast to Austria, which is among
the top tourist attractions.

The main reason for the comparison of Serbian and Austrian tourism is the fact that both countries have
similar surface area, similar number of inhabitants and identical forms of tourism. The aim of this paper is to
analyze the benefits of tourism of Austria in relation to Serbia, in order to indicate the future direction of the
development of Serbian tourism.

Key words: tourism, development, competitiveness, Serbia, Austria.
1. INTRODUCTION

The strong overall economic growth in the world during the second half of the
twentieth century, associated with the constant increase in production and living standards,
moved the issues associated with the consumption of surplus value and personal
consumption to the forefront. A very significant segment of personal consumption, on a
world scale, refers to tourism.

As a dynamic economic activity, tourism adapts to the needs of modern society.
Numerous changes in the globalized world have turned tourism into dynamic activity:
changes in the way, pace and style of life, better standards, changes in working hours etc. In
addition, the habit to travel once a year for a longer period of time has been changed. Short
holidays, repeated several times a year, are now increasingly trendy.

Serbia has been in the transition process for over 15 years and, consequently, this has
been reflected on its economic trends. Economic policy makers have argued, at least
declaratively, for the promotion of tourism and for more significant participation of tourism
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in the economic structure. However, the development of Serbian tourism was not founded
and directed by the adequate development policy, and this resulted in many negative effects,
especially in terms of international competitiveness.

On the other hand, even though Serbia and Austria have the same resource bases for
tourism development, it can be said that Austria is a “tourism superpower”. For many years,
Austria has been at the top of world tourism, regarding both the number of tourist arrivals
and the revenue generated from tourism.

2. TOURISM AS AN ECONOMIC ACTIVITY

“The change of residence causes spatial concentration of tourists in certain places, so
that these places receive the title “tourist”. In these places, tourists establish certain
relationships, primarily on economic grounds, as they request the appropriate services such
as accommodation, food, entertainment, culture and the like. In order to meet their needs, it
is necessary for tourist places to ensure certain economic and non-economic activities that
can meet the tourist demand.” (Unkovi¢, S., (2001)

Without going into the theoretical clarification of the definition and the concept of
tourism, it necessary to note that tourism is a complex social and economic phenomenon
which requires a complex approach to the study. This is supported by the fact that tourism
has gained a mass character since the middle of the last century, regardless of whether one
speaks of international or domestic tourist movements.

In many countries, tourism has a very important role in the economic development.
However, its full impact and economic importance cannot be seen in the existing tourism
statistics. The lack of adequate economic measurements often leads to the underestimation
of the benefits that may be derived from tourism, especially if tourism is compared with
other economic activities.

,»lourism causes development of a set of economic and non-economic activities,
involved in meeting the tourists’ needs. On the other hand, tourism directly and indirectly
affects all economic activities and the country's economy in general. This particularly refers
to the impact that tourism has on the development in the field of material production, faster
development of underdeveloped areas, the country's balance of payments, employment of the
population, as well as to its multiplied effect on the economy as a whole.” (Unkovig, S., (2001)

There are many specific characteristics that make tourism different from other
economic activities and, “the most important specific characteristics of the tourism activity
are the following:

e its heterogeneous structure;

¢ high degree of flexibility in tourist services demand and inflexibility of supply;

o the very seasonal nature of the business;

o the specific characteristics in terms of labor productivity of this activity.* (Unkovi¢,
S.,2001)

In addition, it can be said that tourism is a diverse economic activity, consisting of
various economic and non-economic activities which all work together to meet the needs of
domestic and foreign tourists. The basis of tourism activity consists of: catering, transport,
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tourist and travel agencies, retail, crafts and various types of communal activities. The
important non-economic activities, included in the framework of tourism, are cultural,
artistic, sporting and other activities, as well as the work of touristic organizations.

Bearing in mind that tourism does not constitute a separate economic activity and, that
there are no opportunities for precisely qualitative and quantitative determination of tourism
as a separate and independent whole, one of the major difficulties is how to measure the
economic importance of tourism for the economy of one country.

Difficulties in measuring the economic importance of tourism result from the fact that
tourism is not presented as a separate economic sector in national accounts. Tourism should
be observed as a collection of different activities whose demand is not related to the tourism
demand only. Another limiting factor for measuring the benefits of tourism derives from
the characteristics of tourism products. Namely, they are partly immaterial and cannot be
casily measured by either physical or financial indicators.

Contemporary economic processes speak in favor of the fact that tourism is an
economic activity of global proportions. According to the data of World Tourism
Organization, in 2014, tourism accounted for 9% of global GDP, employed one of the 11
employees and represented 6% of world exports and 30% of world exports of services.
(UNWTO, 2015)

Despite the occasional economic crisis at world level, tourism has demonstrated
remarkable vitality and achieved steady growth. According to the data of World Tourism
Organization from 2014, the global number of tourists increased from 25 million, in 1950,
to 278 million in 1980, then, to 527 million in 1995 and, finally, to 1.133 billion in 2014. It
is expected that the number of tourists will be over 1.8 billion in 2030! (UNWTO, 2015)

Similarly, tourism revenues have increased on a global scale. According to the data
of World Tourism Organization from 2014, global revenues from tourism amounted to 2
billion USD in 1950, to 104 billion USD in 1980, to 415 billion USD in 1995 while, in 2014,
they amounted to over 1.245 billion USD. (UNWTO, 2015)

3. KEY DETERMINANTS OF TOURISM IN SERBIA AND AUSTRIA

As an economic activity, tourism can be one of the key holders of economic
development, particularly for developing and underdeveloped countries. Numerous positive
effects speak in favor of this: increase in gross domestic product, increasing employment,
fostering the development of complementary activities, etc.

Serbia has very attractive, natural and anthropogenic, resources that represent an
exceptional basis for the development of tourism. On the other hand, Serbia has no adequate
tourism products that can meet the needs of tourism demand. It can be said that Serbia, as a
tourist destination, has not been recognized adequately in the modern market, and this has
resulted in a bad valorization of its potentials.

The famous events from the end of XX and the beginning of XXI century had a
significantly negative impact on the overall economic development of Serbia and,
consequently, to the development of tourism. International isolation resulted in the delay of
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the privatization process, poor inflow of investments and investment in tourism. All these
things resulted in the lack of new forms of offer in Serbian tourism.

Serbia has the potential to build its position in the tourism market, by putting into
focus primarily those products that are in demand on the international market. The trend to
direct tourists to the new, unexplored destinations is an incentive for the development of
tourism in Serbia.

In 2006, Serbia adopted a Tourism Development Strategy for the period 2005-2015,
the fourth one in the last 20 years. Since the previous strategies had not contributed to the
realization of the set goals, the new strategy was adopted with an aim to promote Serbian
tourism. As the period of its validity expired, it can be said that this last strategy did not meet
expectations, too. The results are not in line with the high goals. In anticipation of the new
tourism strategy, the determinants of Serbian tourism will be presented, on the basis of the
above mentioned strategy.

Serbian Tourism Development Strategy for 2005-2015 recognized the strategic
potentials of the Republic of Serbia for achieving success in tourism. The key strategic
potentials for success in the tourism industry are listed as follows:

o the population of the Republic of Serbia has a positive attitude towards tourism; they
are open and hospitable people who establish emotional relationship with guests;

¢ looking at its geo-strategic position, Serbia is a tourist destination in South East
Europe which is still undiscovered;

o the unexploited potential of water and thermal springs is a special tourist attraction
in this part of Europe;

e its intact natural expanses can create a unique image and

eits diverse archacological and architectural heritage refers to the historical
significance and the development of civilization in the territory of the Republic of Serbia.
(Horwath consulting Zagreb (2005. pp. 103, 15.)

The strategy also identifies the main strategic deficiencies that Serbia must urgently
solve, if it wants to succeed in the international tourism market. They are listed as follows:

o there is still no awareness of Serbia as a tourist destination in the international market;

o there is no generally accepted national, regional and local vision of tourism in Serbia;

e spatial urban planning regulations of most tourist destinations are not sufficiently
articulated and established; the protection and the maintenance of the main natural and
cultural resources is insufficient; there are many “wild” constructions, as well as the non-
implementation of laws, control and criminal policy;

o the accessibility, in terms of transport infrastructure, is limited and

o there is not enough qualified personnel to work in the tourism companies. (Horwath
consulting Zagreb (2005. pp. 103, 15.)

For a long time, Serbia has been faced with the necessity of the development of
appropriate tourism products that will provide better positioning of Serbian tourism in the
international market. ,,The key products, important for the development of tourism in Serbia,
are: a city break; touring; business tourism + MICE; health tourism (,,spa/wellness®);
mountain and lake holidays; nautics; events; rural tourism; special interests. (Maksin-
Mici¢, M., 2010., str. 169-170)
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In addition to the above, the Strategy has recognized the competitive Serbian market
with regard to tourism. In this sense, the strategy sees Slovenia, Hungary, Romania,
Bulgaria, Montenegro and Macedonia as key competitors to Serbia in the field of tourism.
However, in our opinion, one of the key competitors to Serbia in the field of tourism is
Austria. One comes to this conclusion because of the similarities between Serbia and Austria
in terms of surface area, population, and almost identical forms of tourism. The key
determinants of the Austrian tourism are presented below.

Austria stands out with its unique and various tourist attractions. The magnificent
landscape, the internationally recognized hospitality, combined with numerous cultural and
culinary attractions — all these things represent a sufficient motive for the arrival of tourists
to Austria. Globalization and increasing competition make Austrian tourism continuously
improve in order to maintain a high level in the provision of tourism services, as well as the
internationally recognized competitiveness. (Die neue Osterreichische Tourismus-strategie,
2010, p. 10,)

In addition, Austrian tourism is characterized by the attractive extra-board facilities
that contribute to achieving extraordinary income, among the highest in Europe/World. One
of the key characteristics of Austrian tourism is winter tourism. The summer season in the
mountains lasts seven months. Another characteristic is that about 55% of the total number
of tourist travels refers to the so-called “festive” travels, i.e. to the short one-day trips. In
addition, around 55% of Austrians spend their holidays in their own country. The high share
of Austrian tourists in Austria lies in the fact that the offer is varied, interesting and of high
quality. (Wallner, J., 2008., p. 10.)

In the context of improving tourism in Austria, the prevailing opinion is that the large
investments should not be waited for more than 5 years. The reason lies in the fact that the
offer must be constantly refreshed, and the investment will be financially covered by the
next satisfied customer.

In 2010, Austria adopted a new strategy for tourism development. Unlike Serbia, it
seems that the adopted strategies have been implemented because, from year to year, there
is a significant progress in Austrian tourism. The strategy identifies the following challenges
regarding Austrian tourism: (Die neue Osterreichische Tourismus-strategie, 2010, p. 10,)

e previous successes “lull” the further development of tourism,

e lack of investment in tourism throughout the whole year,

e guests' expectations are often not met,

e insufficient allocation of funds for marketing,

e defining the minimum number of nights that leads to the positive financial result,

¢ high seasonality of tourism.

After the advent of the global financial crisis, the response of economic policy makers
in Austria was to develop a new strategy for tourism development. According to the Strategy,
the short-term measures, adopted by the Government, were correct and led to the desired
success and, after that, the repositioning of tourism in medium and long term was provided.

The current success of Austrian tourism industry is supported by 18,000
accommodation facilities, with capacity of approximately 615,300 commercial beds. In
addition, more than 446,600 beds are offered in private houses and other accommodation
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facilities (hostels, holiday houses, etc.). Approximately 50,000 restaurants work in order to
satisfy Austrian tourists. (Wallner, J., 2008., p. 10.)

4. COMPARATIVE OVERVIEW OF TOURISM IN SERBIA AND AUSTRIA

The Republic of Serbia covers an area of 88,499 km2. According to the census from
2011, Serbia has 7,186,862 inhabitants (excluding Kosovo and Metohija).
(http://www.srbija.gov.rs/pages/intro.php?id=35 (22.07.2016.) In early December 2015,
Serbia started negotiations on its accession to the EU. On the other hand, the Republic of
Austria occupies an area of 83,858 km? and has about 9 million inhabitants.
(http://www.austria.info/at/service-fakten/uber-osterreich/staatsform-und-einwohner
(22.07.2016.) Unlike Serbia, Austria has been an EU member since 1995.

Serbia does not realize significant results in tourism, although it has the varied and
high-quality resource base. At the same time, Austria has a reputation of a highly developed
tourist destination. As already stated, there are huge similarities between Serbia and Austria
in the context of tourism. However, there are also significant differences that result in
different outcomes of tourist activities.

The key difference can be seen in the area of accommodation capacities. At the end
of 2004, 85,867 tourist beds, arranged in 695 business facilities, were registered in the
Republic of Serbia. (Horwath consulting Zagreb, 2005.) According to the data from 2014,
Serbia had 102,940 beds at disposal, in 834 business facilities. (Republicki zavod za
statistiku., pp.75, 2016) Although, within a period of ten years, a number of beds and
buildings in Serbia increased by 20%, Austria still has 10 times more beds.

The above mentioned Serbian Tourism Development Strategy states that the facilities
are, in most cases, old and outdated and that it is difficult to achieve even the approximate
results in relation to the competition. The poor structure of hotel accommodation is another
important difference between Serbian and Austrian tourism. The table below illustrates the
structure of accommodation capacities.

Table 1: The structure of accommodation capacities in Serbia and Austria

Serbia share | Austria share
Hotels and the like 54% Hotels 24%
Campsites 7% Apartments 34%

Spas 5% Boarding houses 22%
Resorts 12% Sanatoriums and holiday 16%
Private accomodation 14% homes

Other 8% Houses for rent 4%

Source: Horwath consulting Zagreb, 2005. pp. 103, 15,); Wirtschaftskammer Osterreich,
2008. p. 17):

The presented data clearly indicate that hotels have the dominant share in the
accommodation structure in Serbia (54%). They are followed by private accommodation
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(14%) and resorts (12%). Although these data are from 2004, there have not been any
significant changes. In Austria, however, apartments have the largest share (34%), followed
by hotels (24%) and boarding houses (22%). Based on the above, it can be concluded that,
in Austria, smaller accommodation units are generally more present.

There are also significant differences between Serbia and Austria regarding the
structure of hotel accommodation. The structure of hotel accommodation of these countries
is presented in the following table.

Table 2: The structure of hotel accommodation in Serbia and Austria

Serbia share Austria share
5 stars 3% 5 stars 1%
4 stars 8% 4 star superior 2%
3 stars 33% 4 stars 38%
2 stars 32% 3 stars 31%
1 star 1% 2 stars 3%
o
uncategorized 17% 111115;[22 gorized 20437&

Source: Horwath consulting Zagreb, 2005. pp. 103, ); Wirtschaftskammer Osterreich,

2008. p. 17):

The presented data clearly indicate that, in Serbia, the hotels with 2 and 3 stars have
the dominant share (65%), in contrast to Austria, where hotels with 4 and 3 stars have the
dominant share (69%). Bearing in mind the differences in terms of hotel classification/rating,
one should not be surprised by the differences in the tourist turnover, the revenues generated
from tourism and the competitiveness of tourism in Serbia and Austria on a global scale. The
data from the next table support the above statements.

Table 3: Tourist arrivals and overnight stays in Serbia and Austria in the period

2012 - 2014, in millions

Year Serbia average length Austria | 2verage length of
of stay - days stay - days
arrivals 2,08 36,2
2012 - 3,1 3,6
overnigt stays 6,49 131
arrivals 2,19 36,8
2013 - 3,0 3,6
overnigt stays 6,57 132,6
arrivals 2,19 37,6
2014 - 2,8 3,5
overnigt stays 6,09 131,9

Source: http://www.statistik.at/web_de/statistiken/wirtschaft/tourismus/index.html
(28.07.2016.); Republicki zavod za statistiku, 2016)
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The given data clearly show that 17 times more guests visit Austria than Serbia, and
there are 20 times more overnight stays in Austria than in Serbia. Regarding the average
length of stay, it is around 3 days in Serbia, and 3.5 days in Austria.

When speaking about the arrivals of tourists, it should be noted that the Austrian
tourism 1is internationally oriented because over 60% of visits are made by guests from
abroad, as opposed to Serbia where about 60% of visits are made by domestic tourists.

Table 4: Revenue from tourism in Serbia and Austria, in EUR billion

Year Serbia Austria
2012 0,719 35,4
2013 0,792 35,8
2014 0,863 35,9

Source: www.nbs.rs/export/ (28.07.2016.); http://www.statistik.at/web_de/
statistiken/wirtschaft/tourismus/index.html (28.07.2016.)

Based on the above data, it can be clearly seen that the Austrian tourism income is
over 45 times higher than the Serbian tourism income. In this context, it should be mentioned
that, in the European Union, only Cyprus achieves higher revenues from tourism per capita
in relation to Austria.

For a more complete comparison of tourism in Serbia and Austria, one will use Travel
and Tourism Competitiveness Report 2015, provided by the World Economic Forum. The
competitiveness index in the field of travel and tourism measures factors and policies that
stimulate the development of tourism and travel.

This index consists of 14 pillars of competitiveness: Business Environment, Safety
and Security, Health and Hygiene, Human Resources and Labor Markets, ICT Readiness,
Prioritization of Travel and Tourism, International Openness, Price Competitiveness,
Environmental Sustainability, Air Transport Infrastructure, Ground and Port Infrastructure,
Tourist Service Infrastructure, Natural resources and Cultural Resources and Business
Travel. (World economic forum, 2015.)

According to this Report, Serbia was first ranked on the list of countries in 2007, as
the State Union of Serbia and Montenegro, and since 2008 it has been ranked independently.
The competitiveness of Serbia in global tourism is not satisfactory because, according to the
estimates, Serbia is in the bottom half of the list of countries. The following table illustrates
the competitiveness of tourism in Serbia and Austria.
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Table 5: Competitiveness of Serbia and Austria in global tourism

YVear 2013 2015

SRB A SRB A
Rank (world) 89/140 | 3/140 | 95/141 | 12/141
Index value 3,78 5,39 3,34 432
Rank (Europe) 40/42 342 | 35/37 | 7737

Source: (World economic forum, (2013); pp. XVI, XVIII;
World economic forum, (2015.), pp. 4, 5, 10,)

The presented data clearly indicate that Serbia significantly lags behind Austria in
terms of tourism competitiveness. As it can be seen, Serbia is in the second half of the list of
countries, at the global level, and it occupies position 95 out of 141. On the list of Europena
countries, Serbia is at the very end. In 2015, it was ranked the 35" among 37 countries!

On the other hand, Austria is in the global and European top although it was ranked
lower in 2015 than in 2013. In 2015, at the global level, it occupied position 12 out of 142,
while on the list of European countries, it occupied position 7 position out of 37.

Taking the index value into account, it can be clearly seen that the value decreased
both in Serbia and Austria. However, the very poor assessment of certain pillars of
competitiveness index gives causes for concern. Thus, for example, for the Air Transport
Infrastructure pillar, in 2015, Serbia was given a score 1.9 and Austria 4.07. Serbia was given
the worst score (1.61) for Cultural Resources and Business Travel pillar, while Austria was
given the score 2.92 for the same pillar.

In addition, the problem of transport infrastructure reduces the competitiveness of
Serbian tourism to a great extent. According to Global Competitiveness Report 2015-2016,
provided by the World Economic Forum, Serbia is ranked the 114™ among 144 countries,
according to the quality of roads, with a score of 2.9. On the other hand, Austria occupies
place 6, with a score of 6.1. With regard to the railway infrastructure, Serbia is ranked the
90™ among 144 countries, with a score of 2.1, while Austria is the 12" in the world, with a
score of 5.3. (Schwab, K., 2015., pp. 103, 315)

Serious analyses of these data indicate the clearly inefficient regulation, which is the
result of the inadequate tourism development strategy, loaded, in the first place, by
inefficiency, and then by ideological delusions and tourist utopianism on nationally
exaggerated assumptions. Tourism should be returned to the private sector, small businesses
and small entrepreneurs and its development should be stimulated in order to allow tourism
to rapidly create jobs and become a tool in the fight against poverty, whose dimensions are
frightening in Serbia. The poor tourist infrastructure is also a result of poor understanding of
the importance of tourism for economic development. (Petrovi¢-Randelovic, M.; 2012).

5. SOME RECOMMENDATIONS FOR THE DEVELOPMENT OF SERBIAN
TORISM

Economic policy makers have argued, at least declaratively, for the development of
tourism, beleiving that tourism is a large and yet unused opportunity in Serbia because of its
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natural resources, cultural and historical heritage, favorable geographical position and
already built material base in the field of tourism.

In this context, it is simply inconceivable that tourism development has been, for a
longer period of time, only an unused chance for faster economic development of Serbia,
especially if one takes into account the fact that the share of tourism in GDP of Serbia is
around 5%. It is interesting that the share of tourism in GDP in Austria is also about 5%.

The economic recovery and the acceleration of economic growth are reffered to as the
key objectives of macroeconomic policy in all documents of the Government of the Republic
of Serbia. In order to achieve the set objectives, it is crucial to stimulate the development of
those economic activities in which Serbia has a comparative advantages.

The strategic documents of the Republic of Serbia recognize agriculture, energy,
infrastructure and, lately, the sector of information and communication tehnologies as the
main carriers of the economic growth and development. Since it is defined that Serbia has
great benefits for the development of tourism, it is unclear why there is no mention on
tourism as an activity that can accelerate the economic growth and development.

It is necessary for any country, wishing to develop tourism as an economic sector, to
have a special ministry dealing exactly with issues and problems in the field of tourism. In
our country, it is a longstanding practice that tourism does not have a separate ministry
responsible for this domain.

Serbia is among the countries that have a problem with many strategic documents.
Namely, many strategies have been adopted and, yet, almost none of them has actually
contributed to the realization of the set goals. This situation is also present in tourism. From
1990 to the present day, 4 strategies have been adopted and only ,,in 2007, one achieved a
higher income from tourism compared to that from the 90’s.”. (Mileti¢, D.; 2010)

Analyzing Serbian and Austrian tourism, it can be concluded that Austria is far better
in monitoring the statistical data than Serbia. Without going into an explanation of one of
the findings in the Tourism Development Strategy that, more often than not, the turnover
generated by tourism in the territory of Serbia is not registered by official government
statistics, it can be said that a number of variables that are important for the development of
Serbian tourism are not covered statistically. Thus, for example, Austrian Statistical Office
publishes data relating to the share of summer and winter season in the total tourist activities,
while in Serbia, such information does not exist.

Considering all the above, as well as the strategic shortcomings of Serbian tourism
according to the Strategy which was valid until last year, some recommendations for the
development of tourism in Serbia will be given:

1. The establishment of a separate ministry for tourism. Any State which intends to
be seriously engaged in the development of tourism has a ministry responsible exclusively
for this activity. In this way, one shows both seriousness and willingness to formulate an
adequate tourism development policy;

2. Itis necessary to draw up and adopt a new strategy for tourism development. It has
been already mentioned that the results in the implementation of development strategies are
very poor, and that there is no a valid strategy in the field of tourism.Therefore, it is necessary
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to develop the Strategy with a national vision for the development of tourism, with real goals
that can be achieved and, which will rely on the positive experiences of countries whose
tourism development is based on realistic grounds.

3. It is necessary to increase investments in tourism and related activities. As already
shown, the investments in the renovation of existing and the construction of new facilities are more
than necessary. In addition, one of the prerequisites for the development of tourism is the existence
of high-quality infrastructure, and the problem existing in this domain can be resolved only
through investments. The state has a major role in this domain because the investment in
tourism can be stimulated by the formulation of appropriate monetary and fiscal policy.

4. It is necessary to improve the existing human resources in tourism. One of the
limiting factors in the development of Serbian tourism is the lack of adequate personnel.
Modern business conditions in tourism have imposed the existence of non-formal education,
in addition to the necessary formal education. First of all, it refers to the knowledge of several
foreign languages, the use of information and communication technologies and the like.
Investing in education is the best investment in the future.

5. The capacity utilization should be increased. One of the most urgent problems of
Serbian tourism is the insufficient capacity utilization. In order to increase the capacity
utilization, it is necessary to determine whether the quality-price ratio is real. Bearing in
mind that " the most expensive bed is the empty one," one requires an adequate state policy
through the Ministry of Tourism, in terms of price control or subsidies because many foreign
destinations are much cheaper when compared to the national. Therefore, the state assistance
is necessary in order to help in reducing the cost of doing business in tourism.

6. CONCLUSION

The issue of tourism development and creation of conditions for the development of
a respectable and competitive tourism economy is of great importance for countries wishing
to accelerate economic growth, including Serbia. Therefore, one systematic approach to the
development of tourism is needed. It is necessary to try to take advantages of all
opportunities caused by global trends in the tourism economy, with the goal of raising and
strengthening the competitiveness of Serbian tourism.

In recent years, Serbia has improved tourism, especially if one takes into accounr the
legacy of the past and the present economic development constraints. Many analysts have
given very high scores to Serbia with regard to tourism, and, primarily, in the area of its
present resources to break into the international market and increase the gross domestic
product on this basis.

Despite its diverse and favorable natural conditions, Serbia does not enjoy the
reputation of a developed tourist destination, particularly when compared to Austria. This
paper suggests that the quality standards of accommodation and the accompanying catering
and extra-services facilities generally do not meet the expectations of the international
tourism demand. They are mostly outdated buildings that lack additional facilities intended
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to guests. Therefore, it can be concluded that the Serbian touristic offer is not competitive in
today's highly demanding tourism market.

The current tourist image of Serbia can be changed only by increasing investments in
modernization, especially in accommodation and catering, and by raising the quality of the
offer through new investments. Since Since Serbia does not meet the required quality
standards of accommodation and services, the special attention should be paid to the
international certification of local hotels, along with the continuous education of employees.
In addition, one needs a systemic national promotion and marketing in order to increase the
Serbian tourism competitiveness on the international market.
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Abstract: S-D logic is an emerging school of thought in marketing litterature which posits that service
is the fundamental basis of exchange and implies the need for a revised, service-driven framework for all of
marketing activities. Central in the S-D logic framework is that value is collaboratively co-created between
different actors contrary to the traditional view, which posits that value is delivered by firms to customers.
Recently the interest focus on the tourism industry and how value is co-created between actors in the tourism
industry. However, it is not yet known how institutions emerge and affect resources integration and value co-
creation in the tourism industry. Therefore, drawing on S-D logic, and institutional theory the purpose of this
paper is to theoretically understanding the process by which value is co-created through resource integration
process in the tourism industry by taking into account the role of institutions. Managerial and practical
implications are provided.

Keywords: Service Dominant logic, Institutions, institutional logics, resource integration, tourism
industry.

1. INTRODUCTION

Sevice-Dominant (S-D) logic provides a broader framework for the investigation of
how value is created, co-created, destroyed and co-destroyed among multiple actors. Since,
its appearance, S-D logic change the traditional view in marketing activities from an output
oriented logic to a process oriented logic (Vargo and Lusch 2004, 2008a). Therefore,
although traditionally, firms created and delivered value for customers in terms of products
and services, in S-D logic value is co-created between firms and customers collaboratively
(Vargo and Lusch, 2004, 2006).

After the seminal paper of Vargo and Lusch’s (2004) regarding the Service-dominant
logic, a paradigm shift has been established with profound influence on marketing and
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management. Among others foundational premises authors suggested that customers are
always co-producers because they “... always involve in the production of value by ...
continuing the marketing, consumption, and value-creation and delivery processes” (Vargo
and Lusch, 2004, p. 11). Later, Vargo and Lusch, (2006; 2008) changed that premise from
“The customer is always a co-producer” to “The customer is always a co-creator of value”
due to the fact that the term “co-production” was a good-dominant logic term and a
component of value co-creation (Vargo and Lusch, 2008a).

The value is not new term and it has been examined. In that paper, we follow the
definition of Vargo, Maglio, and Akaka (2008, p. 149) who define value as “an improvement
in system well-being” which can be measured “in terms of a system’s adaptiveness or ability
to fit in its environment”. They highlight the “central role of resources” to S-D logic and to
the co-creation of value as well (Vargo and Lusch, 2011, p. 184). More specifically, value
is co-created when service systems (for example individuals and organisations) integrate
“operant resources” (the intangible resources that produce effects) and “operand resources”
(those resources that must be acted on to be beneficial, such as natural resources, goods, and
other generally static matter) in a mutually beneficial way, (Vargo et al., 2008). In line with
this, researchers such as Gronroos (2008) argued that companies are not even co-creators of
value but simple value facilitators trying to deliver value propositions. Consequently, value
is co-created during the interaction between customers and providers (Prahalad and
Ramaswamy, 2004; Ramirez, 1999; Vargo and Lusch, 2004) who can actively and directly
influence their experiences and therefore also their value creation (Gronroos & Ravald,
2011). Recently institutions have been widely recognized as have an important role in
resource integration process (e.g Edvardsson et al., 2014)

Despite the wide interest, it is not yet clear of what is the role of institutions in the
tourism sector between employees, customers and other stakeholders. Therefore, drawing
from S-D logic, and institutional theory we seek to address these issues, by theoretically
explore the role of institutions in resource integration process in the tourism industry.

2. LITERATURE REVIEW
2. 1Service-Dominant logic and Value Co-Creation

Traditionally, firms controlled all business activities and consequently it was their
view of value that was dominant (Prahalad & Ramaswamy, 2002). In this firm-centric logic
goods are tangible output embedded with value and services are intangible goods or adds-
on which enhance the value of goods (Vargo and Lusch, 2008b), while the source of value
creation is the internal cost efficiency (Prahalad & Ramaswamy, 2002). Customer has little
or no influence in the value creation until the point of exchange where the ownership of the
product is typically transferred to the consumer from the firm (Prahalad & Ramaswamy,
2002) and value- in- exchange was realized. That is, value- in- exchange characterized the
Good-dominant Logic (G-D) logic (Vargo and Lusch, 2004; Vargo et al., 2008) and value is
embedded in good or services (Gronroos, 2008; Vargo and Lusch, 2008a), it is created by
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the firm and distributed in the market, usually through exchange of goods and money (Vargo
et al., 2008).

This prevalent, logic was challenged by a consumer-centric logic (Prahalad &
Ramaswamy, 2002; Vargo and Lusch, 2004; Gronroos, 2008) according to which consumers
influence value creation in multiple ways. According to this customer- centric logic, also
called as Service-Dominant Logic (S-D) logic (see Vargo and Lusch, 2004; Vargo and
Lusch, 2008) or Service Logic (see Gronroos, 2006; Gronroos, 2008; Gronroos and Ravald,
2011), the value is created when customers use goods and services (value-in-use) (Gronroos,
2008;),therefore value shifts from value-in-exchange to value-in-use (Vargo and Lusch,
2004; Gronroos, 2008) and the basis for value shifts from products to experiences (Prahalad
& Ramaswamy, 2002). In the consumer- centric logic service is the application of
specialized competences (operant resources knowledge and skills) through deeds, processes,
and performances for the benefit of another entity or the entity itself while goods are the
distribution mechanisms for service provision (Vargo and Lusch, 2004; 2008b).

In this aforementioned, service-grounded perspective, the concept of co-creation is
dominant and has attracted considerable attention. Gradually, the concept of co-creation has
become a central issue in conferences presentations and marketing journals. First, Prahalad
& Ramaswamy, (2000; 2002) introduce the term of co-creation and argue that “companies
must learn to co-create value with their customers”, (Prahalad & Ramaswamy, (2002, p. 4).
Later, authors argued that, “value will have to be jointly created by both the firm and the
consumer”, (Prahalad & Ramaswamy, 2004a, p.7) and that value of co-creation is realized
“through personalized interactions” and that “all the points of consumer-company
interaction are critical for creating value” (Prahalad & Ramaswamy, 2004, p.10).
Furthermore, authors developed the building blocks of interactions between the firm and
consumers that facilitate co-creation experiences, DART model of co-creation which is
made up four components: dialogue, access, risk assessment and transparency (Prahalad &
Ramaswamy, 2004a; b). At the same time, in their seminal paper Vargo and Lusch (2004)
regarding the Service-dominant logic, a paradigm shift has been established with profound
influence on marketing and management.

Among others foundational premises authors suggested that customers are always co-
producers because they “... always involve in the production of value by ... continuing the
marketing, consumption, and value-creation and delivery processes” (Vargo and Lusch,
2004, p. 11). Later, Vargo and Lusch, (2006; 2008a) changed that premise from “The
customer is always a co-producer” to “The customer is always a co-creator of value” due to
the fact that the term “co-production” was a good-dominant logic term and a component of
value co-creation (Vargo and Lusch, 2008a). Contrary to (S-D) logic and following the
Nordic school of thought, Gronroos, (2008) argued that customers are not co-creators of
value but they are value creators and suppliers are value facilitators, who could be invited to
join this process as co-creators (Gronroos, 2011). The author explains that due to the fact
that value is created in the customer’s sphere, as value-in-use, in a value creating process in
which consumer is in charge (Gronroos, 2000; Gronroos 2008; Gronroos 2011), and
therefore customer is the value creator.
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The value is not a new term and it has been extensively examined. Firs, Aristotle made
the distinction between value-in-exchange and value-in-use (Aristotle 4th century B.C.) and
concluded that value is derived subjectively through the user’s experiences with resources,
while stated that all consumption involves interactions between a subject and an object.
Value-in-exchange is a function of value-in-use (Aristotle, Ethica, 1133, 26-29), and
according to Smith, 1776/2000, p.31 ‘‘the things which have the greatest value in use have
frequently little or no value in exchange; and on the contrary, those which have the greatest
value in exchange have frequently little or no value in use’’, cited by Vargo et al., (2008).
Although value-in-use is more important than value-in-exchange (Grénroos, 2008), and it is
possible to exist without value-in-exchange (Vargo and Lusch, 2006), the latter is required
for value creation (Vargo et al., 2008) and can exist at different points during value creation
process, where potential value exists ( see Gronroos and Voima, 2013).

Value-in-use emerges during consumption process (Becker, 1965; Lusch and Vargo,
2006; Gronroos, 2006; Gronroos, 2008; Gronroos and Voima, 2013). The notion that value
is realized through consumption has in roots in Marxian economics. In support of this, I
would like to take a step back to the Karl Marx's book, A Contribution to the Critique of
Political Economy, in which Marx asserts that: “A use-value has value only in use, and is
realized only in the process of consumption.” The concept of consumption traditionally has
been treated as a black box in marketing (Gronroos, 2006). An important contribution in the
consumption concept was made by Gronroos, (2006) who extended the consumption concept
by arguing that except the customers interactions with physical objects, consumption also
encompasses other elements such as information, people-to-people encounters, encounters
with systems and infrastructures and customers’ perception of elements of any sort with
which they interact during the consumption processes that together have an impact on
customer’s value creation.

Vargo, et al., (2008, p. 149) define value as “an improvement in system well-being”
which can be measured “in terms of a system’s adaptiveness or ability to fit in its
environment”. Later, Vargo and Lusch, (2011, p. 184) highlighted the “central role of
resources” to S-D logic and to the co-creation of value as well. More specifically, value is
co-created when service systems (for example individuals and organisations) integrate
“operant resources” (the intangible resources that produce effects, e.g knowledge and skills)
and “operand resources” (those resources that must be acted on to be beneficial, such as
natural resources, goods, and other generally static matter) in a mutually beneficial way,
(Vargo et al., 2008). Consequently, value is co-created during the interaction between \
customers and providers (Prahalad and Ramaswamy, 2004; Ramirez, 1999; Vargo and
Lusch, 2004) who can actively and directly influence their experiences and therefore also
their value creation (Grénroos & Ravald, 2011).

2.2 Resources and Resource Integration

According to Hunt (2000, p.138) resources are the “tangible and intangible entities
available to the firm that enable it to produce efficiently and/or effectively a market offering
that has value for some market segment(s)”. Previously litterature on resources suggests
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different classification. Barney (1991) classifies firm resources into three categories:
physical capital resources (e.g technology, equipment), human capital resources (e.g
experience, intelligence, relationships) and organizational capital resources (e.g controlling,
planning, coordinating systems). Later, Constantin and Lusch (1994) categorize resources
as operand and operant resources. Operant resources are employed to act on operand
resources (and other operant recourses), and operand resources, are resources on which an
operation or an act is performed to produce an effect. Hunt & Morgan, (1995) categorize
them into tangible and intangible. In their work, in which they proposed a new theory of
competition by contrasting the neoclassical theory, they expanded the resources from capital,
labor, and land (Neoclassical Theory) to financial, physical, legal, human, organizational,
informational, and relational (Comparative Advantage Theory). Similarly, with the
categorization of resources into tangible and intangible of Hunt & Morgan, (1995)
(regarding the function) and based on Constantin and Lusch (1994), later Vargo and Lusch,
(2004) categorized them as operand and operant. Hunt, (2004) by commented the new
dominant logic of Vargo and Lusch’s, through resource-advantage theory argued that
operand resources are typically physical (e.g raw materials), while operant resources are
mainly human (e.g., the skills and knowledge of individual employees), organizational (e.g
cultures, competences), informational (e.g knowledge about market competitors),and
relational (e.g relationships with customers, suppliers, etc.).

According to S-D logic, all economic actors are resource integrators (FP9) (Lusch and
Vargo 2006; Vargo and Lusch 2006; 2008a) and value co-creation is realized through
resource integration (Vargo and Lusch 2004; 2008a). Integration requires process (es) and
forms of collaboration (Kleinaltenkamp et al, 2012), while resources provided by customers
into company process are called customer resources (Moeller, 2008).

Most representative paper regarding the process of resource integration is the work of
Moeller. Moeller (2008), provides a useful framework (FTU) of service provision to
examine customer and firm integration process. She argues that customer integrates his/her
resources (physical possessions, nominal goods, and personal data) with company resources,
in order to transform them into value. Customer integration enables service provision to be
divided into the following stages: facilities, transformation, and usage. The first stage
facilities, is prerequisite to any offering and includes all company resources (tangible and
intangible e.g employees, know-how etc.). In this stage firms operate autonomously
regarding its decision, and exhibit only potential value. The second stage transformation is
the stage that either company resources are combined with other company resources to
accomplish a transformation (company-induced transformation) or customer resources are
integrated into the service provision for the purposes transformation (customer-induced
transformation). In the former case (company-induced transformation) customers are neither
co-producers nor co-creators, while in the latter case, consumption begins with the
integration(customers are co-creators of value, by using value propositions). In this stage, in
case of company-induced transformation, firms continue to operate autonomously and only
potential value exists. Contrary, in case of customer-induced transformation, firms’ level of
autonomy is low and value-in-transformation (that can be positive or negative) exists. The
transition from transformation to the wsage (third stage) depends on whether the
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transformation is induced by the company or the customer (e.g who is the prime resource
integrator). From a company-induced transformation perspective, customers creating value
for themselves and assume their roles of co-creators, while from a customer-induced
transformation perspective, the transition from transformation to usage occurs when
consumers resources exit the company’s sphere, therefore benefits and usage begin after the
transformation (e.g students graduation). In this stage, form a company-induced perspective,
value-in-use is accomplished as well as from a customer-induced perspective. Last, in case
of direct service provision, customers contribute to customer-induced transformation (and
to usage with resources and activities, while in the case of indirect service provision,
customers only contribute during usage in co-creating their own value.

2.4 Institutional theory

In the updated version of S-D logic framework, the fifth axiom focuses on institutions
and institutional logics (Vargo and Lusch, 2015). Recently S-D logic recognizes the
importance and the application of institutions (Vargo & Lusch, 2011; Akaka et al., 2013) in
innovation(Vargo et al., 2015),resource integration(Edvardsson, Kleinaltenkamp, Tronvoll,
McHugh, and Windahl, 2014) and value co-creation (Vargo & Lusch, 2011; Vargo and
Akaka, 2012; Akakaet al., 2014 ). Institutions can be described as ‘‘humanly devised
constraints" (North, 1990, p.3), such as rules, norms, meanings, symbols, practices, and
similar aids for collaboration (Vargo and Lusch, 2015), that influence and guide actors’
behaviors (Edvardsson et al., 2014; Vargo and Lusch, 2015). Institutions enable or constraint
actors' actions (Scott, 2001; Vargo and Akaka, 2012; Vargo et al, 2015) and interactions
(i.e. resource integration and service-for-service exchange) (Akaka et al., 2013; Akaka et
al., 2014) and could be in regulative (formal rules that affect actors' behavior), normative
(norms, values, beliefs), or cognitive (perception and representation of actor's reality) nature
(Scott, 2001; 2008).

3. CONCEPTUAL FRAMEWORK

Since, institutions have impact on resource integration and value evaluation of the
beneficiary (Akaka ef al.,2014; Edvardsson et al., 2014), in our context, we view institutions
as enabling or constraining the service systems activities as well as guiding the assessment
of actors’ value in the tourism industry. Our view draws on Edvardsson et al's
(2014)perspective that institutions (norms, rules, standards) affect actor's behavior and thus
resource integration activities. Thus, we extend the work of Edvardsson et al’s (2014) and
argue that regulative, normative, or cognitive aspects of institutions and institutional logics
affect actors' behaviours by applying it in the hotel sector.

A service ecosystem is a “relatively self-contained, self-adjusting system of resource-
integrating actors that are connected by shared institutional logics and mutual value creation
through service exchange.” . Institutional logics are sets of interdependent institutions
grounded in norms and rules (Vargo and Lusch, 2015)that are shared by actors within their

e
fa . . o :
\, 3 International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 108
2016



Co-funded by the

[©8) VTN AN S Tempus Programme
CRAMVES IN SERI | | | SPS of the European Union

ecosystem (Lusch and Vargo, 2014). In our context, a service-ecosystems view emphasizes
the importance of resource integration and institutions among actors, because service
ecosystems need shared institutions to coordinate their activities (Lusch and Vargo, 2014).
The emphasis on institutions in service ecosystems suggests that phenomenological views
on value of resource integration (FP10) and evaluations of this experience are driven largely
by differences in institutions.

We suggest that institutions and institutional logics and the regulative, normative, and
cognitive aspects either enable or constrain value co-creation process. Consider for example
a service failure with an overbooked hotel. The service employee may want to offer a room
to the customer in the nearest luxurious hotel which could also be accepted (as value
proposition) by the customer. However, the rules/or the policy of the hotel management
(regulative aspect) may not allow this kind of compensation. In this case, the regulative
institutions of the hotel service ecosystem (rules, policies) restrain value creation process
among actors (employee and customer). Nonetheless, if the employee has greater
authorization to deal with critical incidents, he/she could book the room in the nearest hotel,
after the interaction with the customer and thus the regulative institutions enable the service
resource integration process. At the same time, during the resolution of his/her problem
customer may advise the hotels' page on facebook through his/her smartphone in order to
seek information for resolution in similar problems (information seeking). Thus, other
institutions with their logics (norms, rules, and standards) will affect resource integration
process in practice; the social network logic as well as the logics linked to information
seeking and sharing, etc. From a normative perspective, beliefs, norms and values in the
hotel industry may guide the resource integration process. The service employee feels like
he or she ought to find a solution to a customer's problem and a moral obligation to help the
customer (norms or standards of the hotel industry), even he or she does not believe that
he/she will succeed. Yet, customers' normative expectations which encompass what
customers perceive as standards of service recovery or norms, as well as how the employee
should behave in case of service failure, affect the evaluation of service-for-service exchange
and thus the resource integration process. Different standards affect the evaluation of
resource integration process and its outcome assessment (value co-creation, and or co-
destruction). Cognitive institutions, guide systems (e.g customer and employee) to engage
in value behaviors that is consider to be nothing less than the proper way. The employee
chooses and adopts a service recovery behavior (e.g cooperation, politeness, participation)
as well as the customer does (e.g follow the employ instruction, information sharing about
the problem) that is related to actions and routines that are taken-for- granted (the way the
things are done).

Still, it is important to notice that differences between institutions affect the success
of the resource integration process. As suggested by Akaka et al.(2013) congruence or
difference between actors’ shared institutions guide the success of interaction.

However, not only institutions guide actor's behavior but also actors affect institutions
through their behavior and thus contribute to an institutional change (Edvardsson et al.,
2014), a process also called institutionalization (i.e the maintenance, disruption and change
of institutions) (Vargo et al., 2015; Vargo and Lusch, 2015). In our context, actors' behavior
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in the hotel influence and change institutions if their logic do not fulfill their requirements
or expectations. For example, financial compensation as a hotel overbooked compensation
(regulative institution) may not be an appropriate value proposition, for a service recovery
process. Therefore, this institution may change if doesn't fulfill customers' expectations.
Hotel management may offer a room in the nearest hotel, a value proposition that the
customer may accept as a recovery resource, e.g in case that he or she wants to stay in this
area for a specific reason (conference). Therefore, deinstitutionalization and
reinstitutionalization of shared institutions (Vargo and Lusch, 2015) between resource
integrating actors when it is possible enable service recovery process.

4.CONCLUSIONS

This article contributes to the existing litterature by exploring the role of institutions
in resource integration process in the hotel industry. We suggest that regular, normative and
cognitive institutions with their logics, either enable or constrain co-creation or co-
destruction, as well as in value assessment in the tourism industry between multiple service
systems. This is in line with the view of Edvardsson et al's. (2014) who argued that
institutions enable or constrain resource integration process. Moreover, similarities in
institutions encourage the resource integration process while differences exhibit the process.
This is consistent with Akaka et al.,(2013), who posit that differences in institutions guide
the success of interaction. Last, institutions may change through institutionalization in order
to enable the resource integration process in the hotel industry, when it is possible. Future
research the circumstances where is applicable deinstitutionalization and
reinstitutionalization process in order to facilitate resource integration process in the tourism
industry. For example Lusch and Vargo (2014) argue that in a service ecosystem which is
highly dynamic and guided by dominant institutions, destabilizing the dominant institutions
could be detrimental to the actor. Empirical investigation in also needed to confirm the role
of institutions on value creation process.
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Abstract: The paper is divided into three parts: Organisation of plots of sports facility, the standards
and features of a sports facility and transport and, green in the landscape design. In the first part analyzes
relations and influences of the settlement on the organization of the plot, setting position of the central court,
zoning parcels sports facility, the characteristic surfaces on the land, security of users’ emergency, the ratio
of the facility site and the necessary features of the location. In the second part analyzes the world experience
in the evaluation of the necessary surface of sports fields per capita as a measure of achieved social progress
and civilization standards. The third part analyzes the vehicular, pedestrian and stationary traffic on the plot,
the position and influence of vegetation on the Sport facility.

Keywords: Settlement and location, to determine the position of the object, necessary properties of the
location, standards, regulations and recommendations, zoning on the land, characteristic surfaces of the crop.

1. INTRODUCTION

This work aimed to assess the functional relationships and urban sports facility and
resort to it gravitates, proper settings of the facility, the conditions for positioning of
specific functions on the plot of sports facility, the analysis of security zones inside plots
sports building and the neighboring buildings, the list of potential locations required
characteristics of a sports facility, the recommendations for the organization of the School,
the pedestrian and stationary traffic on the plot and the concept of green in the grounds of
the sports facility.

2. ORGANIZATION OF PLOT OF SPORTS FACILITY

The settlement and organization of plots of sports facility

Sports facilities are complex and compound systems. If a small part is not working
properly the entire system is compromised or unusable. This is why planning construction,
reconstruction and renovation of sports facilities is of utmost importance. Therefore, there
is necessary to correct alignment of each part of the sports facility.

Sports facilities are usually built step by step, so that it is necessary at the start of
construction or reconstruction of the building to look further into the future to allow for
proper development stages. The capacity sports facility should always be viewed in the
long run so that the space to be reserved for the building to such a development. The
capacity sports facility determined by: a village that is connected sports facility and
competitive level sports club who uses it.

On the sports facilities refers a large number of the Act, Regulations and Standards
which define certain solutions in the organization, structure, installations and other
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equipment. Regulations can change with time and need their regular adjustment. Sports
facility is designed to comfort and safety of visitors and users, and this element must always
be at the forefront when designing the facility.

The positioning of the central court and auditorium

Centre court is a key part of the sports facility. In order to smooth it were sports
activities you need to fulfill a number of requirements. The main effects on the central
position of the field are:

1. The type of sport that takes place on it,

2. Hemisphere where it is located,

3. The time of year where the most benefit,

4. The time of day and the local microclimate conditions.

In the second step, after setting and design center court, is shaped auditorium, which
must be able to phase development. The third step is to define the schedule of ancillary and
supporting facilities.

Zoning plots sports facility

Plot sports facility is organized so that it can take place on all the necessary facilities
for the current functioning of the sports facility. At the same time there must be areas that
are reserved for future development of the facility. (Geraint J., 2007) Plot sports facility
includes the following groups of activities:

1. Sports facilities (main and auxiliary),

2. The auditorium (in one or more stages of realization),

3. Traffic areas: for vehicular traffic, pedestrian traffic, parking (for a variety of
types and categories of vehicles),

4. Green areas (within the parking lots, roads, between the individual functional
units and the protection zone near the boundary of the parcel),

5. Areas reserved for the development of a sports facility in the future.

Customer safety and facility in the event of a terrorist attack

Every sports facility must have a system to protect the user and the object of
vandalism and various types of terrorist attacks. Protection of the object and the user starts
at the entrance to the lot and all subsequent access control. Rules protection is carried out
through the creation of the facility, organization of traffic on the land, forming protection
zones and establishment of security controls between zones in the ground of the facility.
Between the individual zones are necessary barriers and can be implemented in different
ways.

The attitude of the sports facility locations and settlements

Every sports facility is determined by the position of the village on which it rests.
From the village object draws an audience, part of the funds, etc. occupants. In relation to
the village sports facility can be located:

1. in the central zone of the city,

2. on the outskirts of the city,

3. outside the city.

—

€ .
a 3" International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 114
2016



Co-funded by the

ODERNIZATION AN S Tempus Programme
ROGRAMMES INSERT | | | Spg of the European Union

The impact on the choice of the site has: price of land, transport accessibility,
infrastructure, microclimate location, parking spaces, space for greenery, opportunities for
the development of the complex, the ability to organize security. (Russ T., 2009)

The necessary properties location

The location in which to build a sport facility must meet the following requirements:

1. The topography of the terrain (it is advised to be flat or a minimum slope),

2. The orientation of the site (should provide proper orientation of main and auxiliary
sports fields),

3. The composition of the soil layers (on which to build a sports facility should
provide a rational foundation depth that no landslides, etc),

4. The level of the groundwater and surface water (at the site throughout the year
must be balanced without a torrent, or temporary basins),

5. Accessibility to users and visitors (reflected in the accessibility of private
passenger vehicles and public transport vehicles).

3. STANDARDS AND CHARACTERISTICS OF SPORTS FACILITY

All developed countries have enacted standards that are based on the objectives of
socially development, experiential needs and financial capabilities of the company.
However, experiential recommendation is to keep the relationship need to be sporting
activities that take place on the premises and financial opportunities investor. Regulations
and standards must always be met to the building after the completion might be able to get
permission to use and is used for the purpose for which it was designed.

Within the sports centers are carried out:

1. Organized physical culture,

2. Unorganized physical culture,

3. School activities.

Surfaces sports center per capita of the country taken as the average area per resident
(m2 / resident) are as follows: USA - 35, Russia - 28, Germany (eastern part) - 26, Germany
(western part) - 19, Switzerland - 26, England 20, Cuba 18, Czech Republic and Slovakia
— 17, etc. (Ortner, R., 1956)

4. TRAFFIC AND GREEN ON THE PITCH
Connectivity the location and access roads

Sports facility creates a major vehicular and pedestrian traffic on arrival and
departure of visitors. Therefore, it is necessary to provide sufficient road capacity to accept
traffic in his greatest coup. Also, we need high-quality connection with public transport
(bus, tram, train, taxi). However, in the moments when no sport is traffic load is
considerably less than at the time of the rush hour.

Domestic traffic on the plot
s
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The plot of the sports facility should be organized following traffic flows (Geraint
J.,2007):

1. Streams of pedestrians (pedestrians from the entrance to the parking lot of cars,
buses from the parking place to the entrance of a sports facility)

2. Vehicle Flows (from the entrance to the parking lot to set for a specific type and
category of the vehicle or to the entrance for vehicles with special permission)

3. The views of public transport (public transport should have near the entrance to
plot its position that there should be within the parcel like security controls)

4. Accessibility (all flows must be suitable for the movement of persons with
disabilities)
5. Signaling (all flows pedestrian and motor vehicle traffic must be clearly and
unambiguously labeled).

Parking on the plot

All vehicles that are coming spectators, athletes and staff of the sports facility, if
retained, should be parked in the lot to designated and equipped areas. Parking outside the
plot is allowed only with the consent of the owner of the surface which is occasionally used
for that purpose and to be fitted in accordance with the applicable rules and regulations. It
must be properly estimate the number of vehicles and their structure in order to form the
required number of parking places or defined areas for this purpose in the plot. Particular
care should be taken on possibly redundant vehicles for which it is necessary to provide
space for parking. (Geraint J., 2007)

The plot should provide parking the vehicle in the following manner:

1. Parking on the ground,

2. Parking in the multi story garage,

3. Additional parking spaces for supernumerary vehicles,

4. Parking on the access and surrounding streets,

5. Parking on the neighboring plot a secured under a special contract,

In terms of the type of vehicles that need to provide parking can be made following
grouping:

1. Parking for cars,

2. Parking for buses,

3. Parking for motorcycle,

The following groups of users must be provided by parking spaces:

1. Parking for spectators,

2. Parking for players,

3. Parking for judges,

4. Parking for VIPs,

5. Parking for TV crews,

6. Parking for service and delivery vehicles.

Greenery on the plot
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Sports facility must meet certain requirements microclimate. In addition to winds
that air currents change the composition and humidity at the site may be additional funds
to improve the microclimate. The most economical and efficient means of the high and
low vegetation. According to the site in the grounds countryside can be grouped in the
grounds of the countryside and the countryside around the sports facility. The greenery
around the plot is outside the influence of the Management Board of the sports facility,
unless that space is not owned by them.

Green by location on the plot is grouped as follows:

1. Green parking lots (between rows and individual groups of parking spaces),

2. Green in the space between the individual functional areas (the area that divide
individual functional zones),

3. Green on areas reserved for expansion of the sports facility,

4. Green area along the internal roads (with one or two pages roads),

5. Green area along the border of the parcel (parcel along the edges to form a belt
that is covered in greenery and serves to visually parse the microclimate of the area
surrounding the sports facility).

Greenery maintainance

Greenery on the plot requires it to be properly located and maintained regularly.
Maintenance of greenery contributes to its longevity and the aesthetic quality of the site
and the building in general.

05. ILLUSTRATIONS

Picture 01: the movement of spectators in the stands of the sports facility (Source:
Ortner, R., 1956)
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Picture 02: Plan of parking and internal roads on the plot of the sports facility. (Milton
Keynes stadium in the UK, Architects: HOK SportArchitecture.) (Source: Geraint J.,
2007.)
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Picture 04: The position and orientation of the central court(Source: UEFA, 2011)

Picture 05: Elements of the sports facility: A) Sports facilities, B) Auditorium, V) Service
area for spectators, 1,2,3,4) Parking and public access points (Source: UEFA, 2011)
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Picture 06: Minimum distance of sources of pollution from sports facility.
(Source: Greeno, R., 2011)
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Picture 07: The influence of topography and vegetation on the spread of noise from the
sports facility (Source: FIFA, 2011)
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Picture 08: The influence of the position of the reflector in the light pollution around the
sports facility.(Source: FIFA, 2011)
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Abstract: This paper describes an influence of the 25 kV, 50 Hz single-phase AC electric railway system
and locomotives with DC traction motors on power quality in 110 kV transmission system. A model of diode
locomotive, contact wire and electric railway substation was developed in EMTP-RV software in order to
calculate an influence of electric railway system on power quality in 110 kV transmission system. Currents and
voltages were calculated at 25 kV and 110 kV networks and harmonics spectrum was analyzed. Measured and
calculated voltage harmonics were compared to EN 50160. By comparing calculation results and measurement
it can be concluded that the influence of electric railways at a connection point is noticeable regarding the
voltage harmonics of order 3n which are characteristic for electric railways of the Serbian Railways.

Keywords: electric railway, power quality, traction motors.

1. INTRODUCTION

The 25 kV, 50 Hz single-phase AC supply has been widely adopted in the long-
distance electrified railway systems in many countries. Electrical locomotives generate
harmonic currents in railway power supply systems. Single-phase traction loads also inject
large unbalance currents to the transmission system and cause voltage unbalance
subsequently. As the amount of rail traffic increases, the issue of power quality distortion
becomes more critical.

Harmonic currents and unbalanced voltages may cause negative effects on the
components of the power system such as overheating, vibration and torque reduction of
rotating machines, additional losses of lines and transformers, interference with
communication systems, malfunctions of protection relays, measuring instrument error,
etc.

Therefore, the harmonic current flow must be assessed exactly in the designing and
planning stage of the electric railway system of the Serbian Railways. Harmonic current
flow through the contact line system has to be accurately modeled to analyze and assess
the harmonic effect on the transmission system.

-
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This paper describes the influence of electric railway system on power quality in
110 kV transmission system. Locomotives with DC traction motors and diode rectifiers
series ZS 441, 444, and 461 were analyzed. Electric railway system was modeled using
EMTP-RV software. Currents and voltages were calculated in 110 kV and 25 kV network.
Power quality measurements were performed on 110 kV level in 110/25 kV substation and
analyzed according to EN 50160.

2. HARMONIC DISTORTION

Harmonics are steady-state components of periodical alternating voltage or current.
They should not be confused with inter-harmonics or transients. Magnitudes of the
individual harmonics are often expressed as a percentage of the fundamental component,
or of the Root Mean Squared (RMS) magnitude of the overall voltage or current. Due to
its negative influence on electrical appliances, harmonic distortion in supply network has
become of increasing concern. A non-sinusoidal waveform can always be represented as a
sum of a certain number of sinusoidal components with multiple frequencies (Chapman,
D., 2001). Harmonic frequencies are integral multiples of the fundamental supply
frequency.

Any periodic signal (waveform) can be described by a series of sine and cosine
functions, also called Fourier series.

ult)=Uge + gji (U(n)s sin(not)+ U(n)e cos(na)t)) 1

n=1

The coefficients are obtained as follows:

27

Un)s =% (I) u(t)sirnax)dax )
2

Y(n)e 2% (I)u(t)cos(nat)dat (3)

2

Where # - an integer, o = , T - the fundamental period time.

Total Harmonic Distortion (THD) is often used as an overall measure of harmonic
distortion. THD calculation equation is presented below:

n=40

2
)
THDy = 4)
v()
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Where U(1y/Ugm - the RMS of the first harmonic or the nth harmonic component of
voltage.
Effective value:

Uruts = /%?u(t)z dt =U )1+ THD{; (5)
0

For low distortion levels, e.g. for voltage, Uprpss = U(l).

3. MODELING OF 25 KV ELECTRIC RAILWAY SYSTEM FOR POWER
QUALITY STUDIES

The 25 kV, 50 Hz single-phase AC traction system of the Serbian Railways is
supplied from electric power system through power transformers located at traction
substation. These transformers are connected to two phases of the power transmission
system. Traction power supply network is separated by neutral section to the independent
sections which are supplied from different traction substations. Fig. 1 shows a principle
connection scheme of the 25 kV, 50 Hz electric traction system to 110 kV transmission
network.

110 kV, 50 Hz

4

Power transmission |
system
Traction Traction
substation substation

e

) 25kV,50Hz  Neutral section 7

Traction
| power system

Figure 1: Electric traction system of the Serbian Railways

A model of electric railway system connected to 110 kV network was developed in
order to determine power quality parameters of voltage and current. Fig. 2 shows the model
in EMTP-RV software (http://www.emtp.com) which is used for analysis of
electromagnetic transients.

An electric railway substation consists of one 110/25 kV transformer with rated
power 7.5 MV A which is connected to the transmission grid. The transformer impedance
was calculated from the manufacturer data. 110 kV transmission network is represented by
Thevenin equivalent (impedance in series with voltage source). The positive and zero
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sequence impedance was calculated from single-phase and three-phase short-circuit
currents.
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Figure 2: EMTP-RV model of electric railway system

The impedance of 110/25 kV power transformer referred to 110 kV side of the
Serbien Railways is R= 0.5 Q and L= 4 mH (7.5 MW, uk%= 10%). Contact network
impedance is 0.181+j0.447 Q/km.

The catenary system was modeled using a frequencydependent J. Marti model which
is based on the approximation of the line characteristic impedance Z(w) and propagation
function 4(w) by rational functions of the higher order. Ground resistivity was assumed
100 Qm.

Majority of electric locomotives in Serbian electric railway system 25 kV, 50 Hz are
equipped with DC motors and diode rectifiers (locomotives series: 441, 444, 461 etc).
Diode rectifier bridge causes current waveform distortion and as a consequence voltage
distortion in transmission power system. Therefore a model consists of Serbian electric
railway substation and contact line feeding electric locomotives equipped with diode
rectifiers. An electric railway substation consists of one 110/25 kV transformer with rated
power 7.5 MV A which is connected to the transmission grid. The transformer impedance
was calculated from the manufacturer data. 110 kV transmission network is represented by
Thevenin equivalent (impedance in series with voltage source). The positive and zero
sequence impedance was calculated from single-phase and three-phase short-circuit
currents.

DC motor model consists of main field inductance, armature and commutating pole
resistance and back electromotive force (Dan, A., 2006.; Zupan, A., 2016;).
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Regarding the rectifier bridge it is represented with the series resistance of the diodes
and the parallel RC elements. To smooth the direct current a series reactor is connected
between the rectifier bridge and the motor. This reactor together with its resistance was
also taken into account in calculations.

4. ANALYSIS OF THE SIMULATION RESULTS

Constant speed of the diode locomotive was analyzed. Electric railway system is

connected between phase L2 and L3 of the 110 kV network. All calculated values relate to
the single diode locomotive 1 km away from the electric railway substation. Voltage and
current waveforms were calculated on 25 kV and 110 kV level at the railway substation.

The diode electric locomotive causes voltage distortion in the 25 kV catenary

system. Fig. 3 shows voltage waveform and Fig. 4 current waveform on 25 kV side of
railway substation transformer.
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Figure 3: Voltage waveform on 25 kV side  Figure 4: Current waveform on 25 kV
of railway substation transformer side of railway substation transformer

Fig. 5 shows voltage waveform and Fig. 6 voltage harmonic spectrum at 110 kV

side of railway substation transformer. The voltage and current harmonics in 25 kV
catenary system is shifted through 110/25 kV transformer in electric traction substation to
the 110 kV voltage level.
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Figure 5: Voltage waveform at 110 kV  Figure 6: Voltage harmonics at 110 kV side
side of railway substation transformer  of railway substation transformer

There is a significant part of higher odd harmonics (23 and 21% harmonic are the
highest).

Fig. 7 shows current waveform and Fig. 8 current harmonic spectrum at 110 kV side
of railway substation transformer. The harmonic distortion of 110 kV voltage is significant
only in L2 and L3 phases to which the electric railway system is connected.
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Figure 7: Current waveforms on 110 kV  Figure 8: Current harmonics on 110 kV
side of railway substation transformer side of railway substation transformer

The 3%, 5™ 21t and 23" harmonic contribute the most to the total current distortion.
Simulations showed that total harmonic distortion (THD) of voltage and current is
the highest at the point of connection of the locomotive to contact line. Calculated current
and voltage THD at 110 kV and 25 kV level is shown in Table 2 and harmonics at 110 kV

level are shown in Table 3.

Table 2: Current and voltage THD at 110 kV and 25 kV lavel

Voltage THDuq, THDy,
110 kV 1,63 % 41,83 %
25 kV 2,06 % 41,83 %
Table 3: Current and voltage harmonics at 110 kV and 25 kV level
25kV 110 kV
Harmonic U I(A) U 1(A)
number
I 35280 194 89560 40,1
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3 125,1 35,2 251,2 11,4
5h 116,7 31,0 2344 6,4
70 107,7 10,5 216,4 4,2
21 421,0 26,7 9314 5,5
23 462,0 26,7 841,8 5,5

5. MEASUREMENTS AT TRACTION TRANSFORMER SUBSTATIONS

The apparatus used to measure instantaneous values of voltage and current was
designed for long term monitoring. The whole equipment consisted of an industrial
computer, data acquisition converter card, input transducers, cables, and special software.

Fig. 9 shows a block diagram of the measuring process in the traction transformer
substation.
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Figure 9: Simplified diagram of traction transformer substation with connected
measuring equipment

Measurements were carried out at the traction transformer substation in Kosjeric,
Serbien Republic, on July 11-17, 2011. Measurements of harmonics were carried out on
110 kV high voltage network. Total harmonic distortion was calculated according to
standards, as a 95% percentile. [llustrations of total harmonic distortions of voltages in 110
kV high voltage network at Kosjeri¢ substation are presented in Figs 10, 11, and 12.
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Figure 10: THDy at Kosjeric substation Figure 11: THDy at 110 kV Pozega
substation
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Figure 12: THDy at Razana substation
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Harmonic voltages at Kosjeric substation

LRUT By Uay
1200 T

A00 |

[7 ) o QR ool e e e O N KOOI EODO:

1J|| )

) -

- W L

23456789 11 13 15 17 19 21 23 25 27 29 31 33 1315 37 40

Figure 13: Voltage harmonics at Kosjeri¢ substation: simulation results

Fig 13 shows a simulation results for voltage harmonics at substation Kosjeri¢ and
Fig. 14 shows the results of harmonic voltages simulation for all three substations.

Comparison of U5 by simulation
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Figure 14: Comparison of voltage harmonics at all three substations- simulation results

Line-to-line voltage U;; harmonics are considerable, due to the single phase load
connected to the system. This load also causes differences in voltage amplitudes in the
threephase system, i.e. voltage unbalance. The highest values are typical of low orders odd
harmonics, such as 3™, 5" and 7" harmonic component. 7" harmonic has the highest value.
From 21% harmonic on, values are very low for both substations. Generally speaking,
single-phase nonlinear loads cause high 5" and 7™ harmonics. The fact that 5™ harmonic is
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lower than 7" can be attributed to negative sequence impedance of electrical machines, or
to long line resonance.

37 and 7" current harmonics are higher than the rest, 3" and 9™ voltage harmonics
are lower than 5™ and 7™ harmonics, and they show a rather constant level with no obvious
load variations. A comparison of current harmonics between measurements and simulation
results, is shown in Figs. 15, 16 and 17.

Harmonic currents at Kosjeric substation
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Figure 15: Comparison of current harmonics for measurement and simulation at
Kosjeric¢ substation

Harmonic currents at PoZega
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Figure 16: Comparison of current harmonics for measurement and simulation at PoZega
substation
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Harmonic currents at Rafana
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Figure 17: Comparison of current harmonics for measurement and simulation at RaZzana
substation

Total harmonic distortion for all three substations was larger for simulation than for
measurement. At substation Kosjeri¢, the highest simulated THDy12(%) = 1.2787%, the
highest harmonics being 5" and 7. At PoZega, the highest simulated THDuy»(%) =
1.2787%. At Razana, the highest simulated THDu2(%) = 0.9072%. At Kosjeri¢, the
highest recorded THDu12(%) = 0.9872%, where 5" and 7™ harmonics were dominant again.
At Pozega, the highest recorded THDu2(%) = 0.789% at substation RaZzana the highest
recorded THDu12(%) = 0.6839%.

Considering the simulation process as opposed to reality, simulation could be more
favorable than measurement. These differences can be caused by some error in
measurement, the influence of thyristor regulation of current in the decompensating reactor
or voltage distortions in the feeding distribution network.

3. CONCLUSION

An analysis of harmonic measurement results was carried out according to
international standards and technical reports regarding power quality in distribution
networks. Maximum measured values were compared with those given by the standard
(maximum 95% weekly values were not reached). Maximum measured values were much
lower than limits given in the IEEE Std. 519-1992 standard (2.5% on power supply 110kV)
and EN 50160 (8%). Hence, evaluation of the measured data proved that harmonic
distortion of the voltages at all three locations (Kosjeri¢, PoZzega and Razana substations)
met conditions specified by standards for the operation of distribution systems.

Simulation results for all three substations were compared. Maximum THDy value
was simulated for Kosjerié, for U, line-to-line voltage, the highest harmonic being 5* and
7% That is caused by single-phase load connected to this phase. Simulation results were
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later compared with measurement results for all three measuring points, for all three line-
to-line voltages. Both measurement and simulation results were within the limits stated by
IEEE Std. 519-1992 and EN 50160. Differences were found between measurement and
simulation results for line-to-line voltage Uj,, while for the other two voltages the
differences were insignificant.

The lowest values of harmonic distortion were found out by both measurement and
simulation for Razana substation.

Differences between measurement and simulation results may have been caused by
a lack of data.

Measurement results for even harmonics were higher than their simulated results,
probably due to thyristor regulation of current in the decompensating reactor, or some
measurement error.

REFERENCES

[1] Chapman, D., (2001): Power Quality Application Guide — Harmonics Causes
and Effects, Copper Development Association, CDA.

[2] http://www.emtp.com

[3] Dan, A; Kiss, P, (2006): Modelling of High Power Locomotive Drives for
Harmonic Penetration Studies, in Proc. The First International Meetings on Electronics &
Electrical Science and Engineering, Djelfa, Algeria, 4"-6" November 2006.

[4] Zupan, A; Tomasovi¢, A.; Tekli¢, B.; Filipovi¢-Gréi¢, A, (2016): Modeling of
25 kV Electric Railway System for Power Quality Studies, EuroCon 2013,Zagreb, Croatia,
July 2016.

[5] Tien Trung Vo, (2012): Effect on Power quality of the electric railway traction
in distribution power network, In Proceedings of the 13" International Scientific
Conference Electric Power Engineering 2012, Brno, Czech Republic,

[6] Lasi¢, M; Tomasovié, A; Simi¢, J; Cerina, Z, (2009),: Measurement System for
Determination of Negative Influence on Voltage Quality in Substation 110/35/25 kV
Ostarije”, 9th HRO CIGRE Session, Cavtat, Croatia, .

a 3" International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 134
2016



Co-funded by the

TODERNIZATIIN AN S Tempus Programme
CRAMVES IN SERI | | | Spg of the European Union

SEVNICA IN THE MIDDLE OF THE 2016 AMERICAN
PRESIDENTIAL CAMPAIGN

Andrej Lisec, Ph.D.
Faculty of Logistics, University of Maribor, Celje, Slovenia
Jasna Potoc¢nik Topler, Ph.D
Faculty of Tourism, University of Maribor, Brezice, Slovenia

Abstract: The Municipality of Sevnica in Slovenia experienced large mass media attention at the
beginning of 2016 when Donald Trump successfully emerged in the American Presidential Campaign. The
reason that events in the United States' Presidential Campaign affected a micro Municipality of Sevnica on the
banks of the Sava River is the fact that Donald Trump's current wife Melania Knavs Trump originates from
Sevnica. Thus, a small town of less than 5000 inhabitants suddenly appeared in the majority of the world's
most important media, such as ABC, Wahington Post, NBC etc, which had been a big stress for the community
at the beginning, but turned out to be a significant potential for the economic development, especially for the
local tourism industry. Based on the content analysis and literature review, the article explores the media
representation of Sevnica and some of its influences on the community.
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1. INTRODUCTION

Destination branding, especially branding of micro-destinations, such as the
municipality of Sevnica is a highly complex process due to the fact that it involves a lot of
stakeholders. For successful branding of the micro-destination and consequently for the
successful development of sustainable and green tourism, which is the main objective,
according to the development strategy of the municipality of Sevnica, it is significant to
consider opinions of all the stakeholders in the community. According to Ramirez (2001),
the process of planning tourism development and creating tourism development strategies
is a demanding task because stakeholders have different interests. Sometimes interests of
different stakeholders can be totally opposite. In fact, as Millar and Aiken (Millar and
Aiken, 1995, 629 in Marzano and Scott, 2009, 250), state:

communities are not the embodiment of innocence; on the contrary, they are
complex and self-serving entities, as much driven by grievances, prejudices, inequalities,
and struggles for power as they are united by kinship, reciprocity, and interdependence.
Decision making at the local level can be extraordinarily vicious, personal, and not always
bound by legal constraints.

However, it needs to be observed that sustainable tourism development is not
possible without taking the will and the opinions of the local inhabitants into account. It is
of great importance for the sustainable tourism industry and for the satisfaction of the local
people that the locals have the opportunities and are willing to participate in the
development (Chiun Lo, Ramayah and Hui Hui, 2014, 84 - 94). The local population
supports the development of tourism if they will benefit from tourism (Allen et al. 1993 in
Bestard and Rossello Nadal, 2007, 194). When the development of tourism in rural areas

is discussed, a part of which is also the municipality of Sevnica, additional care and
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sensitivity are essential in the protection of the resources needed in order to prevent too
great a negative impact of tourism on the rural environment.

The destination brand, which is, according to Prideaux and Cooper (2002), the
positive outcome of the collaboration among different stakeholders of a destination, needs
to take specifics of the rural environment into consideration. An important part of branding
also has the public sector with local, regional, and national tourism organizations (Ryan
and Zahra, 2004). However, despite the complex process of destination branding and thus,
also branding of the rural destinations, it is significant that all the stakeholders in tourism
are aware of the countryside capital, which is, according to Slee (2003 in Garrod et al.,
2006) and Garrod et al. (2006, 118), “the fabric of the countryside, its villages, and its
market towns”, and this capital should be used in a sustainable manner. The only acceptable
development of tourism in the municipality of Sevnica is the development of the
sustainable tourism. Naturally, when a great number of media expressed interest in Sevnica
at the beginning of 2016 due to the fact that Donald Trump's current wife Melania Knavs
Trump originates from Sevnica, the community of Sevnica felt pressured by a sudden
intrusion of journalists and broadcasting crew members. The community tried to be
supportive to the media, and it saw reporting of the world's most important media about
Sevnica as an excellent opportunity to push their tourism forward, but still, some of the
members of the community started to point out the negative effects of Sevnica's exposure
in the media. The commonest comments by the inhabitants of Sevnica were that 'media is
all around', 'people have lost their peace', reporting is negative', journalists are rude',
'media is looking for negative stories instead for the positive', and similar.

2.METHODOLOGY

The current research was based on the content analysis, which is, according to
Boterill and Platenkamp (2012), one of the most commonly used methods in tourism
research. This method has both quantitative and qualitative functions in the examination
of texts (Nelson, 2014). It enables the researcher to identify the frequency of particular
words, phrases, or images, however, the “complexity of ‘meaning’ portrayed in text and
image requires a more subtle phase of analysis” (Boterill and Platenkamp 2012, 35). When
the content analysis is used for qualitative research, as in the current study, the
methodology involves a representative, but a small amount of data (Nelson, 2014, 46). For
the purposes of this analysis, online media articles published in the second half of 2015
and in the first half of 2016 have been analysed, especially those involving reports on US
presidential campaign in connection to Sevnica and Melania Trump. This articles content
analysis provides information on the issues and facts presented to the general public about
Sevnica. In less than a year, more than hundred articles about Trump’s presidential
campaign and his wife from Sevnica were written, mentioning and portraying Sevnica.
Further on in this paper, some examples are given.

—
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3.TOURISM IN THE MUNICIPALITY OF SEVNICA

The Sevnica municipality is a part of the Posavje region, where the Sava River frees
itself from its canyon and flows onwards peacefully in wider and slower bends through the
fertile valley between the Posavje hills on the left and the Dolenjska hills on the right side.
The mild climate and favourable location for fruit and wine-growing make living amidst
the numerous hills of this picturesque landscape an almost fairy-tale experience. Many old
churches (in Dolenjska and Stajerska regions) and forts with the magnificent Sevnica
Castle in the foreground all tell a tale of the vibrant life in the past. The castle vineyard,
winery, and granary, a cafe, an animated tour of the castle, magical wedding ceremonies
in the castle park. These are just a few of the pearls that the central cultural and historical
sightseeing site has to offer. The old Sevnica city centre, serene provincial squares, and
neatly ordered neighbouring village centres still present an ideal place for social gatherings
and meetings. From the Lisca hill, the place with the ultimate view, to vineyard cottages
in Malkovec, there are plenty of activities to enjoy for those who seek recreation,
ethnological sightseeing, or gourmet treats. In Sevnica, they also offer personally tailored
tours and trips (http://www.dozivljaj.si/images/stories/Katalogi/Image ANGmali.pdf).

The Sevnica castle, situated on the hill above the old city centre, was first mentioned
in writing in the year 1309 with the German name »castellum Lichtenwald«. In the time of
the Slovenian and Croatian peasant uprisings in 1537, the castle was one of the rare few
that were lucky enough to avoid destruction. At approximately the same time, the Lutheran
Cellar was constructed on the slope beneath the castle and was presumably frequented by
Jurij Dalmatin, the first man who translated the entire Bible into the Slovene language. The
cellar was later used as a vaulted tomb for some of the Sevnica castle lords. Today its
acoustic halls host musical concerts and other events
(http://www.dozivljaj.si/images/stories/Katalogi/zlozenka sevnica_ang 2013 splet.pdf).

There are also other beauties such as wonderful curtain of blue blossoms of Clusius'
gentian on Lovrenc hill and the yellow blossoms of Azelea pontica on habitats above
Bostanj and Vrhek above Trzisce.

Ajdovski gradec is an early Cristian settlement, 1500 years old. Barbaric tribes once
burnt it down and today it represents an archaeological park.

4. DONALD TRUMP AND MELANIA TRUMP

Donald Trump was born in 1946. Besides being the Republican candidate in the
2016 United States presidential campaign, he is a businessman, media celebrity, and author
of several handbooks giving advice on how to do business. Melania Trump was born as
Melania Knavs in 1970 in the small Slovene town of Sevnica, at the time part of the former
Socialist Federative Republic of Yugoslavia. She originates from an average working-class
family. She is a former model, a designer, and she became world famous due to the fact
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that she became the wife of Donald Trump, the world-wide famous businessman and at the
moment the 2016 United States presidential candidate.

5. ANALYSIS

For the purposes of the current analysis, online media articles on US presidential
campaign in connection to Sevnica and Melania Trump, published in the second half of
2015 and in the first half of 2016 have been analysed. More than a hundred articles on the
topics concerned were published in less than a year, but due to the space limitations only
some examples of typical facts emphasised in the articles are given below. The small town
of Sevnica is mentioned in all of them

In the majority of the local media representations enthusiasm about the possibility
of Melania Trump becoming the first lady of the United States could be observed. One of
the Slovene leading online media 24,ur.com even reported that Trump would visit Slovenia
in the near future:

(1) Najverjetnejsi republikanski predsedniski kandidat Donald Trump bo obiskal
Slovenijo. A ne kot drzavnik, temvec kot poslovnez in prijatelj Sevnice, kot so sporocili z
njegovega kabineta. V Sevnici se je rodila njegova zena Melanija, visoki obisk pa jo bo
cisto  spremenil.  (http://www.24ur.com/novice/slovenija/trump-prihaja-v-slovenijo-z-
melanijo-bosta-majske-pocitnice-prezivela-v-sevnici.html, 1 April 2016)

Croatian RTL has put Sevnica even in the article's title:

(2) RTL u slovenskoj Sevnici, rodnom mjestu mozda prve dame Amerike - Melanie
Trump! http://www.vijesti.rtl.hr/novosti/svijet/1934097/rtl-u-slovenskoj-sevnici-rodnom-
mjestu-mozda-prve-dame-amerike-melanie-trump/(22.02.2016)

The article on Sevnica and Melania continues with the information that Trump's wife
was born in Sevnica:

(3) Supruga multimiljardera Donalda Trumpa i dizajnerica satova, rodila se u
Sevnici kod Krskog, gdje danas rijetki nemaju zabranu o njoj pricati. Jedna od njih je i
susjeda Ana, koja je poznaje od malena.

"Ne znam je li bila nevina, ili to, nije ni bitno, ali nije bila pokvarena. Ali je bila
sklona, jel se to tako kaze, cijela njena obitelj je bila sklona necem boljem, visem. I ona je
sad to postigla”, rekla Jje Ana Dernac iz Sevnice.
http://www.vijesti.rtl.hr/novosti/svijet/1934097/rtl-u-slovenskoj-sevnici-rodnom-mjestu-
mozda-prve-dame-amerike-melanie-trump/

The majority of media stories about Melania and Sevnica are positive for both,
Melania and the town of Sevnica. The following example is an excerpt from ABC News:

(4) "She was a very good student,” Jelancic said during a tour of the town of about
5,000 residents, adding that her friend’s favorite subject was geography.

Jelancic has not seen Melania Trump since their childhood but says she'd like to
reconnect with her old friend. After giving birth to her son, Barron, Melania Trump
donated 325,000 to the clinic in Sevnica, most of which went to improve maternal health
care.
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Her family still owns a house in the industrial town located on the banks of the river
Sava, but neighbours have told ABC News they spend most of their time in the United
States. (http://abcnews.go.com/International/glimpse-melania-trumps-childhood-
slovenia/story?id=37464229)

Daily Mail published Melania Trump's life story in short, again mentioning Sevnica,
and nick-naming Melania Trump “a Slovenian Communist’s daughter and teenage model””:

(5) EXCLUSIVE: Is this America's next First Lady? As Donald
tops the polls, Melania Trump's journey from a Slovenian
Communist's daughter and teenage model to White House

favorite's wife is revealed

o Melania Trump, 45, was born and raised in Sevnica, Slovenia to parents Viktor

and Amalija Knavs

e Document from the Slovenian State Archives that her father was a listed member

of the League of Communists

e Melania and her sister Ines took part in fashion shows alongside the children of

their parents' fellow factory workers

o 'She would talk about becoming a model. It was her only dream,’ said a former

friend and classmate

e Melania met renowned fashion photographer Stane Jerko in 1987 at a modeling

contest

e Married Donald Trump in 2005 and they share one son, Barron, who is nine, and

is Trump's fifth child

e Seen at Wednesday night's presidential debate as her husband remains front-

runner in Republican polls

e See our full coverage on Donald Trump, his wife Melania and his Presidential

campaign

(http://www.dailymail.co.uk/news/article-3279399/Will-Lady-Melania-Trump-s-
extraordinary-journey-card-carrying-Communist-s-daughter-teenage-model-White-
House-favorite-s-wife-revealed.html#ixzz4BauehcuE)

The following report by Reuters, which is one of the world's leading press agencies,
also mentions the fact that Trump's official spokesperson offered some different facts about
Melania Trump's childhood from the ones that Reuters discovered:

(6) SEVNICA, Slovenia (Reuters) - If Melania Trump succeeds Michelle Obama as
First Lady, she may trace her road to the White House back to 1987 and a chance
encounter in the capital of her native Slovenia.

“I was leaving a fashion show in Ljubljana and saw her in front of the building. She
was probably waiting for a friend,” said Slovenian photographer Stane Jerko. “She was
tall and slim so she caught my eye and I approached her and suggested that she come in
for a trial photo shoot.”

Jerko says the resulting black-and-white pictures of the 17-year-old known then as
Melanija Knavs — round face, bare feet, hair in a ponytail — launched a career that would
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take her to Milan and the United States, where she met Donald Trump at a party in New
York in 1998.

Though not quite a tale of rags to riches, the lifestyle she leads as the third wife of
the billionaire businessman is a far cry from her roots in Slovenia, a tiny former Yugoslav
republic of 2 million people comparable in size to New Jersey and nestled below the Julian
Alps between Italy, Croatia, Austria and Hungary.

Residents of the small town of Sevnica in south-eastern Slovenia, where Melania
grew up on the banks of the River Sava, say her father sold car parts and that her mother
worked for a factory that made children’s clothing. She was often seen sewing late into the
evening at home. Some media reports have said her father was a member of the then ruling
Communist Party, like many other people in socialist Yugoslavia, but Reuters could not
independently confirm this.

The Trump campaign team offered Reuters a different account of her childhood and
career, saying Melania began modelling at the age of five, that her mother was a fashion
designer and her father a manager in a car company. “Her father was never a member of
the Communist Party,” a spokesperson said.
(http://www.huffingtonpost.com/entry/melania-trump-
history_us 56bdf3b5e4b0c3¢c55050db11)

Communism is something the majority of reports on Melania Trump did not forget
to mention. The following is an example of title published in Times of Israel:

(7) From Communism to catwalk: Mrs Trump’s Slovenian hometown
In the article carrying this title, Sevnica is represented as the town “best known for its
lingerie and furniture factories and a charming 900-year-old castle”:

(8) SEVNICA, Slovenia (AFP) — Until recently, Sevnica was best known for its
lingerie and furniture factories and a charming 900-year-old castle. But that was before
Donald Trump launched his bid to become US president.

1t was in this small industrial Slovenian town of 5,000 people, back when it was part
of Communist Yugoslavia, that Trump’s current wife, Melania Trump, 24 years his junior,
came into the world on April 26, 1970.

“Melania and her sister, they were very beautiful and cute, very kind with
neighbours,” Emil, a local pensioner, told AFP next to the unremarkable apartment block
where Melania, born Melanija Knavs, grew up.

“They were just a regular family, average kids, very kind and calm girls,” he
recalled.

Her schoolmate and now the head teacher of Sevnica’s primary school, Mirjana
Jelancic, agreed: “Melania was a very kind girl, who was always willing to help. She was
modest, very well brought up, very dignified. She loved reading.”

Because of her husband’s success so far in the Republican race for the White House
candidacy, foreign journalists and tourists have become a frequent sight in Sevnica, set in
rolling  hills 100 kilometres (60 miles) from the capital Ljubljana.
(http://www.timesofisrael.com/from-communism-to-catwalk-mrs-trumps-slovenian-
hometown/)
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Daily Mail portrayed Sevnica as a town with “smoke-filled Yugoslav factories” with
a communist past — using the following title:

(9) How Melania Trump left her bleak Communist upbringing behind: From a
childhood apartment overlooking smoke-filled Yugoslav factories all the way to the White
House (http://www.dailymail.co.uk/news/article-3463450/How-Melania-Trump-lefi-
Communist-upbringing-childhood-apartment-overlooking-smoke-filled-Yugoslav-
factories-chance-live-White-House-Lady. html#ixzz4 DXSBmXV7)

Articles on Melania Trump often emphasize her beauty and the fact that she donated
25 thousand dollars to the Sevnica Health Centre:

(10) Prekrasna Slovenka iz Sevnice pakira kofere za Bijelu kucu Otkad je rodila sina
Barrona, Melania u rodnu Sevnicu nije dosla. Umjesto toga, roditelje i sestru preselila je
k sebi u SAD. Lokalnom domu zdravija poklonila je 25.000 dolara.
(http://www.24sata.hr/news/prekrasna-slovenka-iz-sevnice-pakira-kofere-za-bijelu-kucu-
461338 - 24sata.hr)

The following example points out the fact that Sevnica has to thank Donald Trump
for a new celebrity Ms Trump:

(11) /.../ the candidacy of Donald Trump in the Republican primary graced
Sevnica and its 5,000 inhabitants of new celebrity. Ms. Trump

the former model Melania Knavs, third wife of billionaire was born and spent his
childhood in this town about hundred kilometres from Ljubljana

the. foreign media, including American, now parading there, hoping breathe the
atmosphere of communist Yugoslavia where Melania grew up in the 70s and 80s, far
from the luxurious Trump tower in Manhattan, where she now resides.
(http://www.trulynews.com/news/672 1/sevnica-yugoslav-cradle-of-the-american-dream-
of-melania-trump.html)

In its report, Politico emphasised new business opportunities arising from the fact
that Donald Trump might become the new president of the USA:

(12) Melania’s dainty childhood town of Sevnica, about an hour’s drive east of
Ljubljana, locals are even hoping for business opportunities with Trump the property
mogul. The face of town mayor Srecko Ocvirk lit up when we talked of Melania, making
his Amish-style beard, low and gray, jiggle about. On April 1, Ocvirk dreamt up a quixotic
joke that aired on Slovenian TV: Trump was buying the town’s medieval hilltop castle,
Ocvirk told the presenter, and its garden would be renamed in honor of Melania. In its
dimly lit cavern, the castle manager had chosen regional wines for the couple: a fresh
yellow Muscat for Melania and an intense red Blaufrdnkisch for Donald.
(http://www.politico.com/magazine/story/2016/06/melania-trump-slovenia-immigration-
donald-trump-2016-213934#ixzz4Bb07SMSC)

Reuters also reported that Melania Trump had not visited her birth town since she
gave birth to her son Barron:

(13) The future Mrs Trump did not look back, changing her name to the more easily
pronounceable Melania Knauss. No one in Sevnica spoken to by Reuters recalled having
seen her there in recent years. She did, however, donate an ambulance to the local health
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clinic to celebrate the birth of her son, Barron, in 2006, a year after marrying Trump, 24
years her senior.

Some speculated that the town might receive another donation or more publicity if
Trump wins the presidency. Those Reuters spoke to would not be drawn on his politics,
which are stridently anti-immigration. (http://www.reuters.com/article/usa-election-
trump-slovenia-idUSKCNOVL14T)

6.DISCUSSION

The analysis has shown that some of the most influential media in the world
discovered the town of Sevnica when reporting about the past of Donald Trump’s wife
Melania Knavs. It turned out that the representation of Sevnica in the majority of online
reports is positive. Some facts concerning Sevnica and Melania Trump are frequently
repeated (Melania Trump’s donation, some facts of her childhood, Sevnica’s communist
past etc.). Due to its repetitions, some of the patterns turned into clichés. Emphasizing
Sevnica’s ‘communist’ past, however, also carries additional meanings and connotations,
which differ in different cultural environments (the perception of communism in Slovenia
is different from the perception of communism in the United States, etc.). All the analysed
texts, however, influence the promotion of Sevnica directly because the media articles have
reached many readers (some of the media are influential locally and other globally), who
heard about Sevnica for the first time, were reminded of the town again, or perhaps saw
some leisure or business opportunity in Sevnica. It should be pointed out that the fact that
only online articles and reports have been analysed presents the limitations of this analysis.

7. CONCLUSION

The research has shown that during the US presidential campaign the Municipality
of Sevnica has gained a lot of media attention due to the fact that presidential candidate's
wife Melania Trump originates from Sevnica. Thus, on the basis of the current research,
which is limited by the fact that only online sources were analysed, it could be concluded
that the United States presidential campaign had a positive impact on the promotion of the
small Slovene town of Sevnica. Due to the mentioning of Sevnica, reporting about it and
all the publicity concerning Trump’s wife and her birth town, some readers of the analysed
articles heard about Sevnica for the first time, some were reminded of the town again, and
some, perhaps, saw some leisure or business opportunities in Sevnica. The number of
journalists in Sevnica has increased, but as far as the number of tourists is concerned, the
official data will be available in the end of the year.
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Abstract: One type of partnership that has been growing in popularity is business format franchising.
When it comes to tourism, it was found that franchising had a dominant impact on development and growth of
economy of a country, through the contribution to local tourism development and the regeneration of local
communities by stimulating entrepreneurship and innovation. The impact of transition that is underway on the
development of entrepreneurism and entrepreneurial training is sill insufficient, and the selection of those with
entrepreneurial aptitude in Serbia is negligible, whereas the general level of risk is much higher than in the
modern world. This results in insufficient selection of adequate forms of business activities and grading of both
active and potential entrepreneurs. We conclude with a brief discussion of the reasons for including the
study of franchising, franchisors, and franchisees as integral areas within the distinctive domain of travel
agencies industry research, and similarly exhort franchising researchers to explore the implications of their
work for the study of entrepreneurship.

Keywords: franchising, entrepreneurship, growth/development, tourism

1. INTRODUCTION

Entrepreneurship is a multifaceted phenomenon and cuts across many disciplinary
boundaries (e.g., management, economics, sociology, marketing, finance, history,
psychology, social anthropology, etc.). Consequently, entrepreneurship researchers have
pursued a wide range of goals, adopted different units of analysis, and espoused diverse
theoretical perspectives and methodologies (Low, M.B., 1988.). Further, entrepreneurship
entails a complex set of contiguous and overlapping constructs like management of change,
innovation, technological and environmental turbulence, new product development, small
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business management, individualism, and industry evolution (Low, M.B., 1988.).
Franchising is a privilege or a right given to an individual or group enabling the franchisee
to undertake a certain type of commercial activities ( http://www.vibilia.rs). Franchise is a
contractual relation between the franchisor and franchisee in which the franchisor offers or
undertakes to keep a continuing interest in business dealings of the franchisee, in know-
how and its training, whereas the franchisee undertakes to conduct business under the
brand, commercial signs or procedure of franchisor's or controlled by it, as well as to invest
the initial capital into business, although certain financial support by the franchisor is also
possible ( Kapor, P. 2012.).

It is the fact that big corporations dictate rules, whereas small companies have to
comply with them, for otherwise they would be pushed out of the market. Due to that, as
one of the ways to stay present on the market and do business in the best possible way is
to cooperate with those big and powerful corporations with already built image. A
renowned brand, marketing and production support and education teams facilitate business
dealings greatly. In addition to that, small and medium-sized enterprises can survive on the
market through franchising. There is a great development of franchising worldwide. As far
as the Republic of Serbia is concerned, it is almost on the bottom of the list of franchises
in Europe, meaning that there is a great potential in it for the development of this form of
business activity. Franchising is a business strategy of an enterprise, as well as a marketing
concept, with a great impact on the economy of a society of a country and therefore on the
economy of global society. Through franchising it is possible to have an impact on
different aspects of social life, such as employment, balance of payments position of a
country and thereby the position of consumers and their behaviour (Raki¢, M.,2010.).
Franchising is deemed to be a fast way of spreading business, accompanied by a lower rate
of market and financial risk, which is an imperative on the markets of countries in
transition. Business format franchising is also the true locus of franchising
entrepreneurship.

Having in mind the significance of franchising, if Serbia uses its potential, that
would be an opportunity for its faster and more efficient development. On the territory of
the Republic of Serbia, there is some example of a successful operating and expansion in
the sphere of tourism through the franchise system. One of these examples is Fly Fly
Travel. The aim of this paper is to point out to the importance of franchising as a modern
form of financing international business and a form of business cooperation. Practically,
the task is, to indicate the significance of franchise systems and stimulate both agency
business and growth of other business entities on the territory of the Republic of Serbia. In
this paper, the benchmarking method was applied and stressed as an impetus to the
research, as well as its integration into a broader context of business governance.

2. RESEARCH MEDODOLOGY

The method of collating and analysis of data obtained from different secondary data
sources was used. Desk research, as a method, was employed for this paper, within which
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the Internet and extensive literature on different aspects of franchise dealings were used to
obtain as appropriate data as possible. The other method employed for this paper was the
method of presenting information on positive examples in practice - benchmarking. As a
technique, the analysis by comparing performance (benchmarking) is a worked out and
systematic approach aimed at improvement of processes and activities within an
organization through their comparison with identical of similar processes that are
objectively and justifiably deemed better, whether taking place in other parts of the
organization or outside it. The analysis by comparing performance therefore consists of
finding, determining and understanding processes and tasks that are conducted in other
place in a better or the best way and their transfer and adaptation to them of other (identical
or similar) processes within an organization. The aim of benchmarking is to improve
processes and tasks within an organization, set new work standards that will contribute to
better satisfaction of customers' requirements and add value that would make the
organization itself different from its competition and distinctive. The essence of the
analysis by comparing performance is a clear, natural and understandable desire to learn
from those that are better in some aspect (Purici¢, Z., 2010.) . Fly Fly Travel is a domestic
company founded in 2009 which has in a very short period of time succeeded to place itself
as one of the leaders in the area of civil aviation and tourism, in South-eastern Europe,
especially in Serbia, Montenegro, BIH, and Turkey.

3. RESULTS AND DISCUSSION

With franchising, a national economy may improve its balance-of-payments
position. It is achieved because local companies operate their franchise abroad and receive
commission for that. That way, there is an inflow of certain monetary assets into that
country and its balance-of-payments position is improved (Kandi¢, Gligorijevié, 1991;
Staki¢, 2007) (Kandi¢, V., 1991.; ] Staki¢, B. 2007) . As the American Institute of
Commerce assesses, the slower growth in human population, increasing migration of
population to bigger cities and development of new technologies enable a further growth
in franchise operations. One of the biggest advisory companies, PriceWaterhouseCoopers,
concludes in one of its studies that in the course of 2004, over 900,000 franchised
businesses generated more than $880 billion output, accounting for 4.4% of the total
economic sector of the USA. Their operating provided jobs for more than 11 million
employees in the States, i.e. 8% of the total number of jobs in private sector (Privredna
komora Srbije., 2013).

In 2013, there were franchise systems in Europe in over 145,000 locations with
approximately 3,700 franchisors. The annual turnover amounted to approx. EUR 75
billion, and the number of employees in this region was approx. 1.3 million (Staki¢, B.,
2007). In addition to that, it should be mentioned that in the countries in transition, such as
Hungary there were 400 franchise chains, out of which 50% were local franchises. Hungary
was followed by Poland and Slovenia with approx. 120 franchises, 55.7% of which were
local. In Croatia, there are currently approx. 120 franchises, 30 of which are local, in the
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Czech Republic there are approx. 55 franchises, whereas in Serbia there are only approx.
20 franchises (Staki¢, B. 2007). As far as franchises in the USA are concerned, it should
be mentioned that there are approx. 2,500 franchisors, i.e. suppliers of franchises with
900,000 franchise systems in total. Franchises are present in some 75 industries, employing
directly more than 8 million people. The total income within the turnover these franchise
have, amounts to $850 billion on an annual level. When small enterprises in the USA are
concerned, only 4% of them use franchising as a form of expanding business.

The biggest franchisors in the USA are certainly Subway and Mc Donald’s.
Subway, as one of the biggest and most successful franchises in the world, is a company
operating in the sector of the so called fast food restaurants (Stojanovi¢, 1., 2005.).
Subway has over 38,000 restaurants in 99 countries worldwide and in the last 22 years it
was 17 times ranked the top franchise (according to a prominent magazine,
Entrepreneur). In its history, Subway increased the value of its brand by 12 % in
comparison to the previous year, but also by 5798 % in comparison to the first financial
statement published in 2006. Subway still has a fast growth rate and the best indicator of
that is the fact that Subway is faster and faster successfully spreading its operations and
franchise in the Central and Eastern Europe (Czech Republic, Romania, Poland,
Hungary). It is also planning market penetration in Ukraine and Kazakhstan (http://
www.franchising.rs).

Table 1: Biggest franchises in the World — 2013
2013 Rank | Franchise

1 Subway

7-Eleven

McDonald’s

KFC

Burger King

Pizza Hut

Wyndham Hotel Group
Hertz

Ace Hardware Corporation
10 | InterContinental Hotel Group
(Source: www.franchising.rs)

O 01N N Wi

It is important to mention that franchising is employed to a small extent in the operating of
businesses in Serbia, although predispositions for its development are multiple. These
predispositions for development of franchising relate to: relatively big market in Europe,
increasing purchasing power, western products in demand, laws harmonized with the
European Union laws, no restrictions as to arrival of American franchises. Franchise, as a
form of operating of an enterprise, can to a great extent eliminate certain problems the
Republic of Serbia is encountering. These issues are foreign-trade balance-of-payments
deficit (Stojanovi¢, 1., 2005.) and unpreparedness of domestic enterprises to respond to
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competition. Foreign-trade balance-of-payments deficit is a consequence of excessive
imports of goods and services and shortage of quality products that can be exported.
Consequently, there is an outflow of the local instrument of payment (local paper money).
This has a further impact on enterprises which reduce their production as it is not possible
sell their products and there is also an adverse effect on employees who are made redundant
( Unkovi¢, M. 2009.).

The strategy of the Government of Serbia, relating to establishing small and
medium-sized enterprises, can be successfully supported through franchising, as, it was
already stated, franchising significantly improves entrepreneurial processes in an
economy. Besides, franchising could help and to a great extent make possible a shift from
industrial to service economy, which is, as it is known, in accordance with global trends.
However, in order to have a positive performance through franchising, it is necessary to
satisfy certain conditions. Conditions under which business is done in an economy must
be stable. That is why franchise contracts are long-term contracts concluded for a period
exceeding five years. Likewise, there has to be an orderly system, so that a franchisor,
being an economically stronger party, could enforce its rights. In addition to that, there has
to be legislation on that. It is widely known that such conditions do not exist in the Republic
of Serbia. In our case, there is no law banning franchising, however, it is necessary to have
certain regulations that would regulate this area to enable its functioning in the best possible
way. We could take as good examples in our efforts to define this area franchise acts of 15
US states and Canada, system laws of the countries of the European Union relating to
distribution of goods, international trade and services or finances, as well as the European
Code of Ethics for Franchising of the European Franchise Federation. All these legal
instruments are of great importance because they are, in the event of a dispute, a point of
departure for making court awards. Beside the lack of legislation, it should be mentioned
that in Serbia there is also a problem of credit potential of banks and the amount of interest
rates.

Nevertheless, some positive advancements in the development of franchising can be
spotted in Serbia, such as holding the First Conference on Franchising in 2007 and websites
promoting franchise operations. It is also worth mentioning that the Chamber of Commerce
and Industry of Serbia published a promotional brochure on franchising. There is a
relatively great number of domestic franchise systems operating in Serbia (Roma
Company, ComTrade Group, Fly Fly Travel, AMC - Afrodite Mode Collection etc.), as
well as of foreign systems (Re/Max, Officel Superstore, Costa Coffee, KFC etc.). In 2012
and in the first half of 2013, 54 domestic franchise systems operated in Serbia (Radojevié,
T., 2012.). Taken by sectors, there were 30 commercial and 24 services sector franchise
systems. When services sector is concerned, there is a dominant share of gastronomy and
catering industry in it with as many as 15 franchise systems, which is more than a half of
the total number of franchise systems in services sector. There are four franchise systems
in tourism and hotel industry and three in business services and internet, as well as one
franchise system within activities classified as hairdresser's, beauty salons, fitness and
other services. Out of 54 domestic franchise systems, 18 systems operate out of Serbia's
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borders, accounting for only 33% of total domestic franchise systems. Among those
franchise systems, seven are in services sector and eleven in commerce.

Therefore, the advantages of franchise system are numerous, and one of probably
most important, in addition to minimum investments, is the use of resources of a proven
brand to open own sub-branch office, and with highly motivated individuals (investors,
future franchisees) there is an opportunity of faster growth and development of a business.
Entering entrepreneurism by obtaining a franchise is faster and easier. It is the fact that
approximately 80% of newly established businesses (non-franchise) go bust in the first
year of their operating (Radojevi¢, T., 2012.). The main reason of such a high failure rate
is inexperience of owners. Owners first need to learn how to run a certain type of business
and gain experience through attempts and mistakes. Unfortunately, the market is not
always tolerant to a novice trying to learn how to run business. On the present-day market
place, the form of business offered by franchising is the most promising in terms of a
guarantee to success.

The franchisees of Fly Fly Travel will receive a number of benefits for facilitating
their path to success: the right to use a recognizable brand; a wide range of products and
services; developed methods; experience and knowledge (know how); the programs
needed to work; training; technical, logistical and marketing support; an attractive
franchise package; the system of operation involves redirecting the existing and potential
clients in the region of the franchisee to his franchise unit. In this way, everyone has a
facilitated way to enter into the business, and an easier way to expand the client base.
Experienced sales agents are constantly available to franchisees, for any problem, advice
and specific assistance. Also, what is especially characteristic is constant communication
with franchisees and help in organizing all marketing and promotional activities, as well
as in connection with as many clients as possible. In support of a franchise unit, Fly Fly
Travel performs regularly at all the local tourism fairs, as well as at fairs in the region,
where we have franchise units. Fly Fly Travel is recognizable for its constant marketing
campaign and the presence in electronic and print media at the national level, much of
which can benefit all franchise units. What is important to mention is that initial
investments in franchise business, depending on the contract and market on which a new
sub-branch office is opened within the system, are minimum. Business partners offered
two types of contracts, i.e.: an exclusive contract for the place of registration (excluding
Belgrade) and the surrounding area, as well as a contract that does not imply exclusivity in
the place of registration or in which there is already a franchise-related business (http://
www.entrepreneur.co). In both cases, a one-off payment is made in the amount of EUR
7,500 for one the license, as well as up to EUR 11,500 for master franchise.

4. CONCLUSION

Gradually, franchise system has developed greatly and supported development of
economies of countries worldwide. Through good management and quality products and
services, franchise systems have gained trust of a great number of consumers. From an
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aspect of swift development of technology, needs of consumers, economies of scale,
product standardization and increase in competitiveness, franchising is a promising
strategy. This form provides certain market values both to the franchisor and franchisee.
The franchisor is renowned on foreign markets and enables the franchisee an access to the
international marketing system, entire know-how to deal with production, organizational
and operating issues. On the other hand, it is an alternative for the franchisor to get involved
in development of international marketing strategies on a targeted international market.
International franchising has become a key factor of internationalization reflected through
a great interest of American franchisors in foreign markets and readiness of other
environments to accept this type of operating. In recent years, there has been a tendency of
increase in the number of programs such as education of children, care of elderly persons,
as well as technical consulting, which have been directly initiated by the participants in
franchise systems.

Operating through franchise is based on a common business interest. That common
interest is a business success and further development on a highly sensitive and selective
tourism market. Although in tourism the biggest portion of sale is made by big, integrated
companies, the market is dominated by small entities, and in franchising those two
paradoxes are combined, as by belonging to a big brand, it is easier to get a market share
and quality guarantee, while, on the other hand, as each sub-branch office is independently
owned, that gives it a certain level of freedom to adapt to any specific local market. Each
sub-branch office is at the same time both a small entrepreneur and a member of a franchise
chain, and that combination gives advantages to those who are ready to comply with the
laws regulating local market and rules of franchisor's business, as well as to adapt to the
transition that is underway in Serbia by using new technologies, and with high
professionalism, high quality that is being offered and innovations (http://
www.franchising.rs).

From all stated, it can be concluded that this form of doing business should be
developed to the greatest possible extent, as it would speed up and improve the
advancement of both an individual franchisor and its franchisees, as well as of any country
and the international community as a whole. The market of Serbia looks very attractive
and convenient for development of franchise business, both for activities of agencies and
other entities. What is needed is to raise awareness in the business community and society
in general on its significance by keeping them properly informed. In practice, franchising
has proved to be successful. Why don't we then use its advantages against a gradual
correction of its deficiencies to make a faster progress? We should not be suspicious of
new ways of generating profit; contrary to that, we should be well informed on innovations
that proved to be successful and profitable on the international plan, as this is the very
essence and condition of survival on the local and international market.

Acknowledgement: The research was supported by Ministry of Education, Science
and Technological Development, Republic of Serbia (Grant III 47007).
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Abstract: A significant role in the performance of the tourism supply chain is played by travel agencies.
The purpose of this study is to analyse the effects of integration between travel agencies and traditional farms.
Based on the data obtained from PanaComp Wonderland Travel agencie this study analyze cooperation with
two traditional farms in Cenej, Vojvodina. The paper is based on empirical research carried out amongst a
108 foreing tourists from Germany that were visited the two traditional farm houses (Salasi) in rural
destination of Vojvodina (Serbia) in August 2015. and were traveled in the organization of the agency.
Depending on the responses received, we could select the most important effects that a travel agency must
consider to properly manage their future activity.

Keywords: travel agencies, farm houses, rural tourism

5. INTRODUCTION

The performance of the tourism supply chain depends on the efficiency of the
members involved (Topolsek, D., 2019.; Oroian, M., 2012). A significant role in the
performance of the tourism supply chain is played by travel agencies. The level of travel
agencies' integration with hospitality service providers is an important indicator of a
companies' performance, yet it has not been sufficiently examined so far.

According to Fuentes(Fuentes, R. 2011) Travel agencies work in the tourism
services sector and given the importance and global scope of today’s tourism sector, it
seems important to carry out an analysis of the efficiency of agencies whose main aim is
to help connect supply of rural destination to demand. Traditional farms (so called Salasi
- pl. of the word Salas, Hun. Szdllas) in Vojvodina Province represent unique monuments
of ethnology and culture of people who lived in these regions (Gavri¢, D.,1994.;
Todorovi¢, M., 2007). The most famous farms (Salasi) in Vojvodina are located in Backa,
near Sombor, Subotica, Srbobran, Becej and Cenej. Rural tourism is given priority in
Serbian National Sustainable Development Strategy (2007), since it is observed as a high
potential sector with vertical insititutional structure supporting its development. About
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1,000 rural households have been registered offering tourism and hospitality services in
Serbia. Rural tourism is a primary activity for about 300 household members. The total
offer comprises about 8,000 beds. Average length of stay in a household is 2.8 days
(Petrovi¢, M. D., 2014). It is evident that the number of households constantly increases.
However, rural tourism development in Serbia would be enhanced by the statistical
analysis of this tourism form and its offer.

Panacomp Rural Hospitality Net operates rural vacations and rural arrangements in
Serbia with special related activities — picking up fruits, vegetables and medicinal herbs,
mowing, donkey and horse race, colorful festivals and traditional events, mountain biking,
tractor race, culinary courses, making bread traditional way, preparation of Serbian
homemade gibanica, folklore classes, ancient customs and old crafts and handwork
workshops, discovering rich cultural heritage of Serbia, with catering services based on
bed and breakfast, half board or full board of only genuine products and locally grown
food. Panacomp Rural Hospitality Net consists of nearly 300 specially chosen rural
households of Serbia, and in the course of the Serbian tradition.

The purpose of this study is to analyse the level of integration between travel agency
and traditional farm houses in rural destination (Sala§ 137 and Brkin sala$ in Cenej village).
Based on the data obtained from tourists that are travel in organization of Panacomp Rural
Hospitality Net included in the survey, the study indicates that travel agency cooperate
with traditional farm houses in rural destination, and that this cooperation is very important
for all three sides (tourists, travel agencies and rural destinations).

1. RESEARCH MEDODOLOGY

The research was a combination of quantitative methods (statistics and web analysis)
and qualitative methods (questionnaire, discussion and written documents). Bibliographic
speculative was used in the phase of defining the theoretical framework, and descriptive
method for data processing and results interpretation. The sample included 108 foreing
tourists from Germany. Within the five-point scale the item ‘Excellent' refers to the
respondents' favourite opinions about the participants satisfaction with the agency, and
their feeling “value for money”, and the item “poor' to their unfavourable opinions. The
questionnaire was piloted in the summer of 2015. By applying the appropriate research
instruments the survey included variables that were primarily concerned about opinions of
the participants about the linkage between farm houses in rural destination and travel
agency Panacomp Rural Hospitality Net.

The following farms have been analysed: Sala$ 137 and Brkin salas in Cenej, near
Novi Sad, and the variables reflect the participants opinion about received information of
this rural destination, expectations of participants about this rural destination in Serbia, and
their tendency to return to the destination without mediation of agency. The collected data
was analysed by employing the Statistical Package for the Social Sciences (SPSS)
programme. The obtained data were analyzed by appropriate statistical methods which
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were descriptive and comparative and enabling the explication of the research results and
the performance of certain conclusions.

2. RESULTS AND DISCUSSION

Cenej village is located in close proximity of Novi Sad and represents the largest
group of traditional farms in Vojvodina. Salas 137 is one of the most romantic farm among
salashes. The Salas 137 is situated in the central part of Vojvodina known for its
outstanding fertility, well-developed agriculture due to abundance of dark soil especially
in Cenej village. This part of the central Vojvodina province, thanks to this farm, became
the premium quality countryside and nature lovers relaxing and resting oasis. Salas 137 in
Cenej is farming community which keeps the tradition and authenticity of Vojvodina
lifestyle in a specific way: horse ride, carriage ride, wine tasting, slow-food movement
organization, weddings and parties choice, meeting venue. The whole estate now covers
11 hectares, and is entirely surrounded with orchards, nuts and greenery. Former old
structures, built out of mud and load hundred years ago, are used nowadays as the riding
stables boasting over 20 thorough breds. Accommodation capacity of the Sala$ 137 is total
of 15 comfortable, nicely appointed rooms of which are 5 comfortable twin rooms, 5
double rooms — with king size beds and 6 triple rooms, designed and decorated in “Alt
Deutsche” style (restored antique furniture that was carefully collected by curious and
enterprising owner during years, authentic furnaces, wooden floors and ceilings, walls of
loaded earth painted with most imaginative murals). Visitors of the Salas 137 in Cenej are
served by organic zucchini, tomato, lettuce, reddish, spinach, carrot, green beans, peas,
beans, potato and herbs, picked up directly from the garden of the salash-farm. Other salas
in Cenej is the Brkin sala§ — of Mati¢ Family. Brkin sala$ is only 10 km out of Novi Sad,
that is 15 minutes of drive away from the center of Novi Sad, apart from everyday traffic
jam and noise. This original farm is located on the old road from Novi Sad to Subotica,
close to the sport Airport of Cenej. Three generations of the Mati¢ Family take care of the
farm, animals and agricultural activities which are part of their everyday life. Beside truly
original domestic surroundings visitors can enjoy in delicious, traditionally prepared,
gastronomical specialties. Accommodating capacity of Brkin salas consists of four
comfortable double-twin rooms with bathrooms and central heating, equipped with
wooden stylish furniture.

Travel agencies play a vital role in the promotion of tourism. Today the travel and
tourism industry is one of the biggest and most dynamic industries in the world. Table 1
show how did participants get the information about Serbia. We can see that the largest
number of participants (70.4%) said that they get information from travel agency.

Expectation can be defined as performance of establishment, ideal performance or
desired performance (Teas, R.K.,1994). According to Akin et al (Aksu, A., 2010.) tourists
have expectations after selecting a destination for a holiday and that their satisfaction levels
during and after their holiday period are functions of their expectations. Table 2 show that
85.2% of participants meet their expectations and that they are satisfaed.
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Where you get informations about this rural Frequency | Percent

destination in Serbia?

Valid Travel agency 76 70.4
Internet 13 12.0
Family/friends 2 1.9
Newspapers/magazines 3 2.8
Travel brochures 4 3.7
Travel guides 2 1.9
TV 3 2.8
Tourist fair 4 3.7
Other 1 0.9
Total 108 100

Table 2: Expectations of participants about this rural destination in Serbia

Did your trip to this rural destination in Serbia meet your | Frequency | Percent

expectations?

Valid Completely 92 85.2
For the greater part 5 4.6
Partly 7 6.5
Not really 2 1.9
Absolutely not 2 1.9
Total 108 100

It is recognized that satisfaction affects destination selection decisions, consumption
of goods and services at a destination, and intention to revisit. Related research indicates
that satisfaction is a function of expectations and overall performance [8]. Table 3 show
that the percentage of satisfaction of sampled tourists is 80.6%, and according to this it can
be concluded that most of the expectations were met.

Table 3: Evaluations of participants about their satisfaction with the travel agency

Please evaluate the satisfaction with the agency? | Frequency | Percent
Valid 1: Poor 2 1.9
2: Average 1 0.9
3: Good 3 2.8
4: Very Good 15 13.9
5: Excellent 87 80.6
Total 108 100
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Value for Money is the term used to assess whether or not a customer has obtained
the maximum benefit from the goods and services acquired and/ or provided. It not only
measures the cost of goods and services, but also takes account of the mix of quality, cost,
resource use, fitness for purpose, timeliness and convenience. Tourists are resistant to
paying more (instead, they prefer to get more for less) and the key word today is
"satisfaction". Table 4 provide informations about participant overal satisfaction. It is
interesting that the majority of participants (90.7%) were very satisfied with total service.

Table 4: Participants feeling of “value for money”

Please evaluate the value for money | Frequency | Percent
0
Valid Poor 1 0.9
Average 1 0.9
Good 6 5.6
Very Good 2 1.9
Excellent 98 90.7
Total 108 100

Today, Travel Agencies have been recognised as a vital component of travel and
tourism and have become an integral part of travel and tourism industry at global. Table 5
show that 97.2% of participants will not visit a destination without the mediation of the
Agency.

Table 5: Participants tendency to return to the destination without mediation of agency
Would you visit a destination without the Frequency | Percent
mediation of agency?

Valid Yes 1 0.9
No 105 97.2
I dont know 2 1.9
Total 108 100

3. CONCLUSION

Depending on the responses received, we could conclude that the most important
factors that a travel agency must consider is linkage. The travel agency is a link between
the customers, i.e., traveller or tourist and the principle suppliers, i.e., primary service
providers such as tour wholesalers, hotels, airlines, etc. It is the first stop for anyone
considering travel, especially to a distant place, i.e., tourist destination, in order to make
travel arrangements. The primary job of a travel agency is to provide easy and trouble free
travel to the traveller. It is also important for a travel agency to provide enough information
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to the tourist so that the tourist is not cheated during his or her travel and has a hassle free
trip.

As a tourism destination, Vojvodina has advantages such as appropriateness for
family holidays in rural destinations, food and beverage services, cultural values, nature,
accommodation services and hospitality of the population. The results that we show in our
research support these areas of achievement. For future marketing efforts of the rural
destinations in Vojvodina, these attributes must be specially mentioned and used in
marketing strategies both for short-term and long-term recommendations.

Most of the above mentioned activities cannot be participated without any specialist
intermediary such as a travel agency or a tour operator. In spite of that, travel agencies are
not just intermediaries, they act like as an interface between supply and different segments
of demand. With that in mind, it is necessary to improve cooperation between all those
involved in the tourism activity in rural destination of Vojvodina, and to find solutions to
improve the quality of tourism services.
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SEGMENTATION OF TOURIST MARKET IN MODERN
CONDITIONS
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School of Economics, Uzice, Serbia
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Abstract: ITn modern conditions demand in the tourism market is characterized by the tourists who are
environmentally aware, look for products enriched with special programs and environmentally conscientious.
The segmentation of the tourism market is a useful marketing tool that destination managers can use for
planning tourism in accordance with the requirements of demand.

This paper analyzes the market segmentation of the tourism destination Zlatibor-Zlatar as the basis for
the creation of various forms of tourist offer. The goal of the analysis is the identification of potential
advantages and disadvantages in reliance segmentation of the tourism market.

Keywords: segmentation, tourist markets, tourist offer

1.INTRODUCTION

The concept of segmentation as a differentiated marketing approach to a variety of
products appears in the literature in 1956 in the work of Wendell Smith (1956). Many
authors deal with this issue (Jenkins&McDonald, 1997; Bailey, 2009; Coviello, 2002,
Wilson et al. 2002, Rigby, 2002).

However, the reality on the field segmentation produces little done. Thus, in 2006
the market USA placed 30 000 new products of which 85% were unsuccessful due to poor
marketing segmentation (Christensen, 2006).

The segmentation of the tourism market as the identification and mapping of distinct
groups of consumer literature is mentioned in the works of Chen & Hsu (1999) and Dolnicar (2004).

Market segmentation is a part of the tourism industry by using geographical, socio-
economic, psychographic and behavioral characteristics.

Classical segmentation used geographic, demographic, psychographic and
behavioral characteristics of potential users of tourist services. Special segmentation used
as features for segmentation using consumer benefits, expectations and perceptions. The
evolution and advancement criteria segmentation provides an important place in the
tourism economic development (Johns&Gyimothy, 2002).

There are numerous examples of tourism segmentation created by combining the
characteristics of a classic and special segmentation. The integration of demographic,
socioeconomic, psychographic, and behavioral characteristics of segmentation gives
satisfactory results (Decrop&Snalders, 2005).

When talking about the segmentation of the tourism market must be given its
multiple uses. The importance of segmentation is reflected in: focus marketing efforts in
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the most effective way (Dibb, 1998; Yang et al. 2002); understand distinct types of tourists
and to develop marketing strategies (Bieger&Lasser, 2002; Bloom, 2004; Lee et al. 2006);
useful information for strategy formulation, product development and service delivery
(Chen&Hsu, 1994).

2.MARKETING SEGMENTATION IN THE TOURISM REGION-
DESTINATION ZLATIBOR-ZLATAR

According to the Tourism Development Strategy (2006) the main mountain
destinations in Serbia are Zlatibor, Kopaonik, Stara Planina, Divcibare and Tara. The basis
for the development of mountain documents that are intended to complement the
development of destination Zlatibor-Zlatar is Tourism Development Strategy.

2.1. Complementary development as a basic of success tourism segmentation

Complementary development of these destinations can be seen in the following
segments (shapes) of tourism: mountain, health and rural. These forms of tourism can
significantly affect the growth of tourist traffic where particular stresses the growing
importance of mountain tourism in contemporary (Todorovi¢c&Maksimovi¢, 2014).

a) mountain tourism

Tornik Zlatibor is ski resort located at an altitude of 1.110-1.490 m. The total
capacity of the ski resort is about 5.400 skiers per hour. Ski center equipped with six-seat
ski lift capacity of 3.000 skiers per hour and two ski lift type "anchor", the total capacity
of 2.400 skiers per hour.

On Zlatar is a ski resort Brijezda. The track is equipped with modern four-seat ski
lift capacity of 1.200 skiers per hour which can be used for sightseeing.

b) health tourism

Institute for thyroid gland "Cigota" Zlatibor is a medical institution specializing in
the diagnosis, treatment and rehabilitation of disorders of the thyroid gland and the problem of
obesity.

Special rehabilitation hospital "Zlatar" on Zlatar is a health tourist facility of greater
regional importance. Air Zlatar favorable treatment of heart disease and lung disease, the
treatment of neurological diseases, cardiovascular diseases, arterial pressure disturbed,
disorders in the function of peripheral blood circulation and elevated blood fat and blood
sugar levels.

¢) rural tourism

Primary importance in tourism planning and development of Zlatibor-Zlatar should
have, in addition, to health and rural tourism. According to the data of the Tourist
Organization of beds in accommodation facilities in Zlatibor is 360 and Zlatar 104 (Table 1).

Within the development of rural tourism is possible to develop specific events
related to the village such as camps, fairs, folklore and ethnographic revival of the village
but it must be preceded by the development of transport infrastructure and the education
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of the host. With rural tourism can be developed ecotourism. The main potential for
ecotourism development in Zlatibor villages is protected Stopica cave and Gostilje
waterfall, as well as, the richness of the vegetation (meadows, pastures forests). On Zlatar
the possible development of specific environmental programs and catering services, ethno-
tourism related to eco-camps or rural tourism.

Table 1: Summary of accommodation facilities in Zlatibor and Zlatar

Number of beds in Number of beds in
Name of the village | rural households | Name of the village rural households

Zlatibor Zlatar

Sirogojno 25 Botici 4

Gostilje 70 Drmanovici 14

RoZanstvo 40 Akmacici 25

Ljubis 30 Radoinja 40

Tripkova 45 Jasenovo 4

Mackat 20 Radijevicevi 4

Rudine 40 Vilovi 13

Semegnjevo 10

Kriva Reka 80

In total 360 In total 104

Source: Tourist Organization of Zlatibor, Holiday Sports Centre Zlatar
2.2. Features of market segments

Segmentation of the tourism market in the region of Western Serbia a tourist
destination Zlatibor-Zlatar used variables: gender, age, education, marital status, means of
transportation to the destination, length of stay, they enjoy (preferences) which deals with
(sports, running) and additional requirements (traditional cuisine) which corresponds to the
classical segmentation. Based on these variables were identified market segments: DINKS
and SINKS, families with young children, families with great kids, empty nesters, golden
oldies, business guests, athletes and backpacker (Strategic and operational plan tourism
destination Zlatibor-Zlatar, 2013).

The key feature of the market segments are:

» Segment DINKS (double income, no kids) and SINKS (single income, no kids)
include tourists aged 25-35 years with higher education and higher income. They have
limited time for rest. The entire income directed at satisfying own needs. In preferences of
this group there are three possibilities: a group of tourists on holiday expecting excitement,
couples looking for opportunities to jointly to implement, a single opportunity to start a
relationship and/or convenience.

o Segment Families with young children include tourists aged 30-45 years with
different levels of education and income. Children are younger, preschool and elementary
school. These groups take the time to prepare to go on vacation with the kids. Destination
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is selected in accordance with the wishes and needs of children. Travel during the peak
season due to school holidays. Preferences of this group of tourists are related to the
benefits of destination: the beach, amusement and theme parks and centers, facilities
destinations tailored to the younger children and services: restaurants, shops, city facilities.

» Segment Families with older children include tourists aged 35-45 years with
different levels of education and income. The kids are teens (high school). In this case it is
the holiday with compromises that would satisfy the needs of youth and adults. Travel
during the peak season and sometimes during the holidays. Preferences of this group are
related to joint activities in terms of parents and children need more activities, controlled
environment (safety) and the variety of content and entertainment.

o Segment Empty Nesters includes tourists aged 45 to 65 who are employed in
positions of responsibility and higher salaries. Their children have grown up. They travel
throughout the season, often use last-minute deals. Their preferences are related to health,
nutrition, activity, quality of life, wellness and treatment. Do sports, maintain fitness,
revitalize the body, discovers old and finding new interests.

* Golden Oldies are people older than 65 and relatively good health. They seek new
experiences, new activities and events. They have a limited budget that they'd need to travel
and additional activities. Preferences are related to the activities, a sense of safety and care.
Some of them go to places where they stayed in their youth, as well as world famous
destinations while others have experienced traveling educated and demanding.

o Segment Business and MICE (Meetings Incentives, Conventions, Events) are
persons between 25 and 65 years in various positions: top management, middle
management and lower management and employees. MICE tourists require large available
capacity, level of service and value for money, use technology before travel and during
their stay. Preferences are related to gastro offer additional activities at the destination.
Destination should be transportation available. This market segment is growing tendency
to give priority undiscovered destinations.

* Athletes are people of different ages from the youngest to the pensioners. Within this
segment vary following groups: professional athletes, coaches and judges, recreational athletes
and novice athletes. Athletes travel throughout the year: the pre-season preparation for the
main season as a time of camping. Preferences of this market segment are related to custom
nutrition, special services (cleaning sports equipment), adapted and functional sports facilities.

* Backpackers are people from 15 to 35 different social characteristics (pupils,
students, youth, employed, unemployed persons). They travel mostly on long periods in
remote destinations. Prefer a cheaper way to travel, cheaper housing, adventure and as a
source of information using the Internet.

3.ANALYSIS RELATION BETWEEN MARKET SEGMENTS AND
FORMS OF TOURISM

Based on the defined market segments are defined forms of tourist offer with each
segment individually.
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For the market segment DINKS and SINKS tourist offer should include: city break,
relax and wellness packages, sun & beach with entertainment segment offers, good
restaurants, scuba diving, sailing and active & adventure products.

For the market segment of families with young children tourist offer should contain:
sun & beach products with suitable facilities and city holidays.

| Years<15 [ 15 [20 [25 [30 [35 [40 |45 [50 [55 [60 |65 |<65 |
Backpackers

DINKS, SINKS
Families with young
children
Families  with
older children
| Empty nesters
Golden
Oldies
| Businesls and MICE
| Athletes |
cheap r ways to tfavel last minute, heglth
and adventurt:l/ year-round
expensive vacgtions visitors
and limited tfime holiday with compromises  gastro offer, additional
holiday adjusted the children facilities new
experiences

Figure 1: Market segments by age and instrmental characteristics (Source: author)

For the market segment families with older children tourist offer should contain: sun
& beach products with suitable facilities, city holiday, active & adventure and cruising.

For the market segment empty nesters tourist offer should include: wellness,
relaxation and holistic packages, city breaks, events and culture, good restaurants, cruising
and active & adventure products.

For the market segment golden oldies tourist offer should contain: sun & beach,
tours, city breaks, cruising, events, culture and health tourism.

For the market segment business and MICE tourist offer should contain: congresses
and meetings, fairs and the like.

The preferred products for the market segment athletes are: sports training, sports
competitions, tournaments, cups, summer sports camps and regattas.

For the market segment backpackers preferred products are: events, active &
adventure tours, city vacations, special interests and sun & beach.
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The analysis of the segments and proposed forms of tourism expressed in the
frequency of certain forms of tourism shows that the city break occurs in most market

segments (6) (Table 2).

Table 2: Frequency of certain forms of tourism in targeted market segments

Types of tourist offer Targeted market segments Frequency
DINKS and SINKS
Families with young children
Families with older children
City break Empty nesters 6
Golden oldies
Backpackers
Wellness and relaxation packages and | DINKS and SINKS 5
holistic packages Empty nesters
DINKS and SINKS
Families with young children
Sun & beach with entertainment | Families with older children
segment offers Golden oldies 5
Backpackers
Gastro offer DINKS and SINKS 2
Empty nesters
DINKS and SINKS
Navigation Families with older children 3
Empty nesters
Scuba diving DINKS and SINKS 1
Sailing DINKS and SINKS 1
DINKS and SINKS
Active & adventure products Families with older children
Empty nesters 4
Backpackers
Families with older children
Cruise Empty nesters 3
Golden oldies
Empty nesters
Events and Culture Golden oldies 3
Backpackers
Health tourism Golden oldies 1
Congresses, fairs, meetings Business and MICE 1
Sports training, competitions, Athletes 1
tournaments, cups, summer camps
Regatta Athletes 1
Special interests, tours Backpackers 1
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Sun & beach with entertainment segment offers. Also, has a strong incidence of the
five market segments. Active & adventure products occur in four segments of the market.

Seven forms of tourism that occur in only one market segment are: diving; sailing;
medical tourism; congresses, fairs, meetings; sports training, competitions, tournaments,
cups, summer camps; race and special interests tours.

If we observe the relationship between forms of tourism and proposed market
segments shows that for certain types of tourism interested in a small number of segments.
Mountain tourism with higher or lower limits can be attractive to all market segments.
However, perceptions and interests of market segments for a health or a farm are
questionable (Table 3).

Table 3: Relation of tourism and proposed market segments
Mountain tourism Health tourism Rural tourism
DINKS and SINKS DINKS and SINKS
Families with young children
Families with older children

Empty Nesters

Golden Oldies Golden Oldies
Business and MICE

Athletes Athletes

Backpackers Backpackers

aren't represented by individual market segments

Generally speaking above market segmentation has a number of advantages.
Accurate assessment of its effectiveness and implementation can be given in the future.
However, like any segmentation and this is subject to possible limitations: the segments
are too large groups (Wind, 1982) which raises the question of the formation of sub-
segments and the application of criteria identifying segments must be done with particular
care (Jain&Dubes, 1988).

4.CONCLUSION

Planning the development of a complementary destination in certain forms of
tourism can be conducted successful segmentation of the tourism market. Based on the
segmentation form management of destination create shapes of tourist attractions.
Attractive destination with a wealth of natural resources is necessary to enrich the content
that will satisfy the needs of different parts of the market in terms of years, of education,
money.
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Also, the improvement of tourism infrastructure by improving the quality of
accommodation capacity, modernization of roads and the training of personnel in the
tourism industry can improve the existing segmentation.

Development destination in modern conditions is to be complementary rather than
competitive to the importance of segmentation to be increasing. Comprehensive analysis
of the destination and to promote the development of different starting points will be
achieved through increased tourist traffic and achieve the effects of tourism on regional
and economic development.
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Abstract: An increasing usage of communications and information technology has contributed to
development of a new form of doing business — e-business. This type of business is being used in different areas
such as banking, trade or tourism where the number of travel agencies which offer their clients the possibility
of booking tickets or tour packages online, increases every day. Despite the numerous positive effects that this
kind of business has, we cannot but mentioned that this new kind of conducting business operations and
transactions leads to an appearance of great number of new risks with a tendency of intensifying. Risks
particularity in e-business stems from the specifics of performing business operations and transactions online,
possibility of identity theft and misuse, etc. Therefore, the aim of this paper is to stress the importance of risk
management in e-business with which both banks and other companies, tourist agencies and their clients are
faced.

Keywords: e-business, travel agencies, risk management, tourism.

1. INTRODUCTION

The process of globalization together with the process of internalization have
imposed, on all business entities, a constant need for adjustment to modern business trends.
For this reason, taking into account the importance of linking of business entities and their
wish to differentiate in relation to competition, business entities come up with new ways
of doing business that would enable them to meet their clients’ needs in a faster and more
efficient way. Undoubtedly, one of the new ways of doing business is e-business which
becomes more important as more and more communications and information technology
is used. E-business is increasingly being developed and used in banking and trade. Tourism
is a new area in which e-business is finding its use in the operating of travel agencies,
hotels and many other subjects in this area.

Despite its numerous positive effects such as a more efficient time management,
reduction of costs and number of errors occurring with electronic transactions, presence on
the global market and a more efficient adjustment to individual client needs, we must
familiarize ourselves with a large number of risks this type of doing business implies.
Having said this, the rest of this paper will, in great detail, explain the risk management
process with which business entities in the field of banking, trade and tourism are faced
with.
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2. CONTEMPORARY TRENDS IN E-BUSINESS

When it comes to doing business in any area, a survival on the global market depends
on “keeping up” with modern business trends, on an exchange of a rather great amount of
information together with their fast transfer (with a tendency for it to become even faster).
In the last ten years, an increase in the number of personal computers per citizen, the usage
and spread of public Internet network has led to a development of e-business in our
surroundings (despite the fact that this region is considered to be technologically
underdeveloped) (Gavrilovi¢, D.; 2011).

The importance of implementation of e-business in areas such as banking, trade as
well as tourism is visible through the numbers representing the number of people using
computers and the number of internet network connections. In the period between 2006.
and 2013. these numbers have drastically increased, as can be seen in the following figures:

26,5%

2006 2007 2008 2009 2010 2011 2012 2013

Figure 1: Trend in the number of computers in households in Serbia from 2006. to 2013. (in %)
(http://webrzs.stat.gov.rs/WebSite/repository/documents/00/01/14/03/PrezICT2011.pdf)
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18,5%
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Figure 2: Trend in the number of internet network connections in households in Serbia
from 2006. to 2013. (in %) [http://webrzs.stat.gov.rs/WebSite/repository/
documents/00/01/14/03/PrezICT201 1.pdf/

In difference to the prevous two, figure 3 shows the percentage of households in
Europe with internet connections in 2012.

Svedska 92%
Danska 92%
Engleska BT%
Finska 87%
Nemacka 85%
Irska B1%
Francuska 80%
Austrija 79%
Belgija [ T8%
EU (27 élanica) 76%
Estonija 75%
Slovenija Ta4%
Slovatka Ta%
Poliska 70%
Madarska 69%
Spanija 68%
Hrvatska 66%
Ceska 65%
halija 63%
Portugal 61%
Gréka 54%
Rumunija 54%
Bugarska 51%
Srbija (2012 god)) | 148%

Figure 3: Percentage of households with internet connections in EU countries in 2012.
[http://webrzs.stat.gov.rs/ WebSite/repository/documents/00/01/14/03/PrezICT2011.pdf]

E-business is a general concept which encompasses all forms of business
transactions or exchange of information which are the result of the usage of information
and communications technology (Simovié, V., (2013).
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Due to the fact that the terms e-business and e-commerce are often used
interchangeably, it is important to stress that e-commerce is but a part of e-business. E-
commerce can be defined from two aspects. The first one refers to communication
(delivery of goods, helpdesk, information and payment using computer networks), while
the second one refers to trade (buying and selling of goods, helpdesk, providing
information over the Internet) (Simovi¢, V., (2013).

Economic-financial sector and banking systems have changed drastically with the
introduction of plastic money i.e. credit cards, ATMs and electronic transfer of money from
the ,,trade spot®. Internet banking and paying of bills over the Internet is a good example
of the use of new information technology in modern business which brings with it very
high risks [4]. Basically, the foundation of these kinds of systems is a particular
infrastructure made up of a network of processors, card systems, clearing centers, financial
messaging systems and similar. All of their business concepts are based on modern
technology i.e. on e-banking (Simovié, V., (2013).

Travel agencies and big tour operators, transport companies and airliners, tour
operators and large hotel chains are increasingly using information technology in their
business. On one hand, information technology is used for decision making processes in
tourist organizations to assist in maintaining a particular business policy, be it a long term
or a short term one. On the other hand, this technology is used for providing quick and
quality information to potential clients. All of this involves working with a great amount
of data where the security, reliability and accuracy of information must be ensured
(Gavrilovi¢, D.; 2011). This leads to a conclusion that the usage of Internet has caused a
revolution when it comes to distribution of tourist information, selling of tour packages
and providing tourist services (Chulwon, K., (2004).

In this sense, the concept of E-tourism represents a digitalization of all processes in
tourism and hospitality which enable the organizations to maximize their efficiency and
effectiveness. E-tourism includes all business functions such as (Jago, L):

* E-commerce and E-marketing;

* E-finance and E-accounting;

* E-HRM;

* E-procurement;

» E-Strategy;

* E-Planning;

* E-Management.

3. E-BUSINESS RISKS

In a most general sense, if risk involves a set of circumstances under which a certain
damage can occur Vujovic, R., (2009), i.e. a risk that an undertaken particular activity can
lead to undesirable consequences, it is necessary to explain the risks related to e-business
in different areas as that of tourism.

-

€ .
a 3" International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 170
2016



Co-funded by the

[©8) VTN AN S Tempus Programme
CRAMVES IN SERI | | | SPS of the European Union

Basic categories of prohibited information activities are (www.velimirsrica.com):

o Attacks on resources of a business entity — attempts of unauthorized access to
physical and/or logistical resources of an organization;

e Privacy attacks and identity theft — false representation, unauthorized reading or
copying of data;

e Endangerment of integrity (credibility) of data — reduction of reliability and
credibility of information in order to cause damage to an individual or an organization;

e Disruption of regular work and operation — attack on IT resources of a business
entity in order to cause a reduction of quality of services provided to the customers.

When it comes to activities which involve the usage of IT, the risk lies in the fact
that the usage of IT could lead to undesirable consequences i.e. damages to an individual
or organizational units. This is why it is necessary to develop an adequate IT protection
system. In order to protect IS from risks, when talking about e-business, there are two basic
measures that are used: physical security measures (locking of rooms and other areas,
setting up fences, etc.) and logical protection measures which include identification of IS
users. The process of user identification includes the control whether a user is authorized
to access IS. It can be performed in two ways — physical identification of a user and logical
identification of a user. Physical identification assumes that a user possesses a certain
object (for example an identification card with coded data necessary for identity check,
some form of key for activation of a particular device, etc.), or has some biological
characteristic (fingerprint, voice) which is unique for that person.

On the other hand, logical identification of users is based on the usage of passwords,
identification keys (ID, User ID), User Names, Keywords, etc., where that kind of data is
known only to authorized IS user. When talking about computer viruses, the so called
malware software that can cause great damage with any kind of business entity’s system,
it is necessary to mentioned that besides them, there exist network worms (worm) known
for their ability to multiply and sent themselves into a computer network where they attack
other computers in the network. Then there are spyware programs which, without
permission, oversee the activities of a computer user, record them and then send that
information to people or organizations which are unauthorized to possess or use that
information. Another software we should mention is the Advertising software (Adware)
which disturbs computer users with advertisements that appear without their permission
(www.velimirsrica.com).

One of IS protection measures is cryptographic data protection measure whose aim
is not to make the data inaccessible to unauthorized users but to make that data
unintelligible for those who do not have permission to read or use that data. This measure
is mostly used with transfer of data with unprotected computer networks
(http://www.velimirsrica.com).

Safety and privacy are very important in e-business. There exist safety mechanisms
which enhance the protection of buyers’ data and confidentiality of business information.
Some of the usual safety threats are (http:/www.eposlovanje.biz’ZCMS/download/e-
poslovanje-za-konkurentnost-vaseg-preduzeca-2015.pdf):
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* Spam: spam e-mails.

* Viruses: programs that cause damage on other computer programs.

* Phishing: e-mail which looks like it’s coming from an official source and yet the
link takes you to a fake website where your personal information might be disclosed.

* Theft of computers and/or information.

We can mentioned even more risks with which business entities in tourism are faced
(when it comes to their e-business) and those are: inadequacy of the virtual layout of the
website, inability to easily access relevant and most important information, inadequate
protection system in relation to online payment and safety of such systems as well as the
fact that sometimes, it is far too complicated to find the desired information and to make a
reservation for a particular tour (particular hotel, etc.) One of the risks lies behind the
insufficient funds invested in the training of tourism employees in e-business area. Another
problem that can occur is the lack of forums where clients (those who use services of travel
agencies or guests in a hotel) could post comments. This is directly related to yet another
problem — inability to connect with other websites (of other agencies).

4. CHARACTERISTICS OF E-BUSINESS RISK MANAGEMENT
PROCESS IN TOURISM

Risk management plays an important role when it comes to the survival of any
business entity both on a local and global market. The efficiency of risk management
process is an important component for the success of IT technology and with it e-business
itself. The main objective of risk management process, whether we are talking about a
small or a large business entity, is to reduce a specific risk to an acceptable level by using
the process of risk identification i.e. risk assessment and taking measures to reduce the risk.
This creates guidelines for the development of risk management programs which contain
both definitions and practical advice necessary for assessment and mitigation of risks
identified in IT systems and e-business (Gavrilovi¢, D., 2011)

Risk management has become an established practice in the business world in the
last couple of decades. Numerous companies operating in tourism area have become aware
of the necessity and need to deal with high-frequency financial and operative risks which
affect their e-business. Organizations in this area manage their risks in order to maximize
the value of their organization, ensure a sufficient level of liquidity and maintain their
solvency. In order to achieve such goals, organizations must create a risk management
program focusing on one or more strategies such as loss control, financial losses and risk
reduction (Ural, M., 2016).

Risk management is a rational approach to dealing with risk. Risk management
includes determining the level of exposure which is acceptable for tourism and tourist,
identification of threats to tourism and tourists, appraisal of threats, the choice of adequate
strategies, implementations of these strategies and an adequate response to emergencies
(Stojanovi¢, D., 2016).
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The main phases of risk management process can be seen on the following figure:
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Figure 4: Phases of risk management process (Ural, M.,2016)

When it comes to risk management and its reduction to the lowest level possible in
relation to e-business, it is necessary to mention the fact that it is important to manage risk
in terms of privacy and safety. This is achieved through password system where each
computer used for business purposes has a password as a security measure against
unauthorized access. Another method is to have the latest version of an antivirus program
and to keep a backup copy of its software and a data base copy. All this should be
accompanied with the activity of opening only well-known (checked) web pages and e-
mails from familiar senders. Providers of e-business services often offer a range of safety
measures all with the aim of protecting information. Some of those services are antivirus
protection, installation of firewalls and firewall support, computer and server insurance,
spam detection and system intrusion, encryption of important data, etc.
(http://www.eposlovanje.biz/ CMS/download/e-poslovanje-za-konkurentnost-vaseg-
preduzeca-2015.pdf)

Hotel business management of today is impossible to imagine without the use of an
intelligent, integrated information system with e-business elements. Such system should
contain elements of both transactional (for management of current operations) and
analytical system (support to a decision making system) with Web functionalities. The so
called Smart hotel integrates all system components, from hotel information system to
central surveillance system and complete network communication. Its very task is to
eliminate and reduce to the lowest level possible all risks of e-business that management,
at some moment, might be faced with (Njegus, A. 2011).

Two integral components of hotel system are Computer Reservation Systems
(CRSs) and Property Management Systems (PMSs) which play an important part in hotel
management. CRS provides an overview of room status and availability, reservation,
monitoring the guest history, CRM, interface with global distribution systems and so on.
Systems for the management of hotel assets are important for management of hotel
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incomes, monitoring of guest information, number of overnight stays, stock management.
These systems include general type of administration, planning and specific functions such
as: accounting, marketing, research and planning, staff management, centralized control
with chains of hotels etc. (Njegus, A. 2011)

One of the most effective e-business risk management system is the introduction of
intelligent hotel room system. This system enables efficient management of hotel rooms,
hotel contents, guests and hotel staff. Furthermore, this system enables (Njegus, A. 2011):

e Enormous energy savings — on air-conditioning, electricity consumption, water
consumptions;

e Resource management — management of air-conditioning, lighting, welcome,
blinds, electric locks, blockage of external phone lines when the guest is not in the room,
etc;

o Surveillance and warnings — SOS alarm, alarm in case of leakage, notification that
windows or doors are open, control of electrical installations in the rooms and power failure
warning;

e Monitoring guest status — guest in the room, room cleaned, “do not disturb”, SOS,
unauthorized entrance;

e Control of access and passage — access to rooms and other hotel facilities;

e Paying — paying with credit cards where there exist POS terminals which are
connected with the main hotel system.

Development of smart cards in recent years has greatly contributed to improvement
of intelligent room system functionality. Advantages of the usage of smart cards in hotel
business are (Njegus$, A. 2011): 1) problem of losing or copying of rooms keys is
eliminated; 2) cards have an expiration date that can be altered according to specific needs;
3) personnel can be assigned cards with pre-defined access zones; 4) reading lock records
can enable subsequent entry analysis; 5) several cards can be issued for one room; 6) the
same card can be used to open a gate or lift hotel parking lot ramp or enter a recreational
center; 7) cards can be prepared well before the arrival of large groups thus avoiding
crowds or delays in rooms assignment and increasing tourist satisfaction and loyalty so
that they return to a particular hotel, etc.

Based on the analysis performed in the area of hospitality in developing countries, a
conclusion was made that 60% of hotels included in the analysis, only use photography to
enhance interactivity of their web sites, 20% use multimedia, while the rest only use e-
mails to improve interactivity with their clients. However, managers gave a positive
response to creating a more pleasant virtual experience. One manager expressed particular
concern for sending polite e-mails. Still, e-mails are not an adequate means to creating an
interactive internet portal having in mind that first impressions are mostly based on web
interface. Two managers have pointed out a necessity of removing redundant information
from the websites and posting only relevant information which is, for them, the main
strategy for maintenance of a productive web portal. Yet, only one manager was familiar
with the one click stream paradox — he pointed out the necessity for sites to be designed in
such manner that the most important information are reached with two mouse clicks. Lack
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of management of this risk has been spotted in e-business of 80% of hotels so that research
shows that most websites are such where potential clients have to click more than three
times to access basic information. On the other hand, almost all hotels have an online
reservation option (available on their websites), but only 40% have an efficient payment
system (this being yet another of risks in e-business). 80% of hotels do not have a risk
management plan and 60% of hotels allocates less than 15% of their annual income for
safety budgets. 60% of hotels have efficient procedural measures for protection of their
clients such as detailed information on safe payment modes, sending e-mails on reservation
(confirmation e-mails) etc. An adequate plan of risk management and a computerized CRM
system are main critical conditions for competitive focus (Sambhanthan, A).

Operation of travel agencies with the use of information technology moves more
and more towards online business which leads to bankruptcy and reorganization of great
number of agencies with a traditional modus operandi. More and more tourists want to
avoid intermediaries when it comes to buying traveling services. This in turn leads to a
change in politics when it comes to selling of accommodation services, transport, rent-a-
car, etc. It is possible that, in the future, global distribution systems will become mainstay
for dynamic packaging (dynamical making of packages means that tourists will, by using
the Internet, on their own, buy accommodation, transport and other content of a chosen
destination thus creating and individual package). Internet has enabled agencies (especially
smaller ones) to remove barriers and create new modi operandi. Today we have “virtual
agencies” offering information and other benefits to those travelers which, by using the
Internet, what to save time, money and make a right decision. Virtual travel agencies are
not successful unless they have an online sale option. In that case, virtual agencies become
electronic online agencies. One of the examples is a small Italian travel agency, Run21,
with only five employees. This agency realized the importance of last minute booking as
well as that of providing online services. Run21 has efficiently implemented an integrated
e-business system by integrating and connecting the business over Internet with the
agency’s Intranet. Run21’s Intranet enables better communication between its employees
so that they can answer any question a client may ask them. Whether e-business system
will be implemented sometimes depends of the personal characteristics of a manager. This
decision also depends on the readiness to face the risk. It also depends on the application
of strategies whose aim is to reduce risk. Accepting risks has a positive effect on
implementation of e-business. Agencies in Taiwan can serve as a positive example for
implementation of e-business (based on a research). This research shows that the agencies
have implemented an information system via the most important e-business fields such as
online booking, online payment and communication with customers all with the aim of
building trust with customers and obtaining their loyalty (Pavlovi¢, D., 2008).
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5.CONCLUSION

Having in mind that there exist numerous risks in relation to e-business in almost all
areas (tourism being no exception) and having in mind that risk cannot be avoided, every
business entity should incorporate an efficient risk management system in its operation.
The basic purpose of risk management would be to reduce the financial risks to the lowest
level possible, without jeopardizing the survival of an organization.

Certain facts that need to be considered by business entities in the area of tourism
are full assessment of risk which includes assessment and risk management — these
activities should be performed not only by the very organization but by external firms
specialized in the area. They will give answers to questions where the risk is the highest
and where the biggest losses occur, as well as which risk management techniques to utilize
in order to avoid such scenarios. It is also necessary to consider every risk and then rank it
after which it is necessary to make a distinction between physical and psychological risks
(physical risks refer to dissatisfaction of a potential tourist with the website or with
electronic payment system which can have a negative effect on agency’s reputation). What
follows are monitoring and evaluation of results in relation to risk assessment which is
preceded by application of certain risk mitigating techniques. Bear in mind that risk
management is s good only insofar the assumptions on which decisions are based are
adequate (Tarlow, P., 2004).

Another thing to consider is an ever growing need for globalization of entire e-
business in tourism by introducing local language support, providing additional services
via personalized content on web pages of a particular travel agency, by introducing an
innovative interface which enables an easier and faster access to information to tourists all
over the world as well as introducing a safety system in relation to online payment. It is
also necessary to consider the importance of offering interactive help to tourists with the
utmost flexibility to demands of a growing market — all with the aim of increasing business
performance and risk reduction in relation to electronic business.
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Abstract: Today maturing knowledge about tourism as a propulsive industry as it opens numerous
perspectives, allowing the growth of social and individual standards and job creation. The World Tourism
Organization (WTO) estimates that by 2020, world travel 1.5 billion passengers, which is twice more than in
2006, three times more than in 1995. Europe will receive the 2020 projection, even 717 million tourists. It is
expected that in the next twenty years, Europe will remain the continent with the most travel in the world. This
is valuable information for those at the macro and micro level devise receptive tourism strategy. Existing offer
should be qualitatively and quantitatively adapt to market demands and needs.

Keywords: strategy, tourism, multiplicity, human resources, foreign currency inflow

1. INTRODUCTION

On the tourist market, more and more products tailored to specific market segments,
or individual preferences and requirements of certain groups of tourists, with the highlight
comparative advantages and characteristics of the tourist destinations. Modern tourists
want to obtain adequate value for money, and is the modern tourism business a little bit of
all the inhabitants of tourist destinations. There is a wide range of selection criteria of
modern tourist destinations, such as: landscape, healthy climate, cost of travel,
accommodation cost, cultural and historical attractions, preserved environment, a complete
change of environment, restaurants, the cost of living in the destination, leisure, visiting
friends, personal safety, easy availability of accommodation, sporting, activities for
children, understanding of language, proximity and association with domicile and the like.
It is important to create a management group (composed of key figures of the private and
public sectors under the professional leadership) responsible for the development of
tourism. Tourism is most interested in the sustainability of human resources because they
are the foundation of its development. Tourism is often credited with knowledge of the
need for sustainable development. The concept of sustainable tourism development
conditions the protection and sustainability of tourism resources. Sustainable tourism aims,
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in terms of development, all needs temporary visitors (tourists), with long-term
maintenance of environmental quality.

People are a key factor for sustainable development in tourism. Their different roles
and activities determines the first place include:

»  all tourists with their behavior, requirements and other features directly affect
the sustainability of development,

» employees also directly affect the sustainability of development,

» companies (within basic, and related activities in tourism) may directly or
indirectly affect the sustainability of development,

» public service have a direct or indirect impact on the sustainability of
development,

» local population plays an important role in the sustainability of tourist
destinations.

Modern tourists seeking trips, with a focus on so-called. 6E tourism (Experience,
Excitement, Escape, Education, Entertainment, Ecology), as opposed to the mass tourism
of the twentieth century, which was based on the 4S (Sun, Sea, Sand and love).

2. TOURISM IS ONE OF THE MOST IMPORTANT SOCIO-
ECONOMIC ACTIVITY

Although tourism was initially privilege few individuals, today the tourist trends are
more than a billion people a year. Globalization, more leisure, industrial, technological and
transport revolution and the development of the middle class, influenced the positioning of
tourism as one of najvazanijih factors of economic development in the world. Tourism
generates more than 9% of the total gross domestic product in the world, with annual
revenues of 1.3 billion dollars. One of the eleven employees worldwide working in the
tourism industry, while every third service provided in the world exists thanks to tourism.
Tourism is a major generator of new investments, create new jobs and new business
opportunities in the destinations in which it develops. It is particularly significant multiplier
effect of tourism on the local economy. Multiplicity is reflected in the multiple "spread"
means that tourists spend. The tourists of the money left to stay in a hotel, the hotel will
spend on salaries, pay local suppliers of food, drinks and other materials, then to some
other service providers, tax, tourist tax, etc. The staff at the hotel would spend their pay
later on housing, utilities, food, children's education, medical examination, fuel, servicing
the car, go to the theater and others. So the money that is earned from tourism entering
every pore of the local, but also national economy. He, in addition to being directly funded
by the hospitality, transportation, trade ..., directly funded agriculture, industry, energy,
education, health, culture ... In other words, tourism is funded jobs in all other sectors. The
more employees in a society, and as their incomes increased, it is the social situation in the
society at a higher level. Multiplicity of tourism can be nice to look at this chart:
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The Power of Travel

How Travel Dollars Support America

“.‘ 1 T -.-"
LTy S

Wages, Salaries! Profits, Taxes
- v

i T AR

Figure 1: The multiplicity of tourism

It is particularly significant foreign money coming in destination in economic terms.
Once you meet their basic living expenses, part of funds to spend on your trip, which means
that cash, created abroad, spend in another country, and to inject the cash into our economy.
Thus, the destination receives money for whose creation has not spent any local resource,
no cost of production. Such foreign money is immensely important for a country's
economy, and in fact represents the so-called. "Invisible exports", which is one of the
characteristics of tourism. The development of domestic tourism is also very important,
especially to local tourists the money spent in some domestic mines spent in their country,
or to avoid a surplus created in the country made abroad. Unfortunately, in Serbia this is
not the case now, but the consumption of domestic tourists in Serbia much less compared
to what the Serbs spent on trips to other countries. This could replace a large number of
foreign tourist arrivals to Serbia, or by increasing the inflow of foreign exchange from
tourism. The difference is, however, really drastic, but the reality is much worse than the
data you see, since the official statistics in tourist receipts account and the money they
spend workers of foreign companies in Serbia or "guest workers" during the summer
months, and really is the categories can not be included in the tourists. Developing
countries realize that tourism can be a springboard for their socio-economic progress but
more efforts are invested in tourism development. For more than half of the poor countries
in the world tourism is a priority and the only activity that generates income and reduces
poverty. The problem of development of tourism in these countries is usually poor
development policy. In fact, most of the tourist spending in these destinations goes on air
transport to the destination and accommodation in the area. Air transport is not owned by
these poor countries, but mostly are not even hotels where tourists are staying. So the
biggest piece of the pie does not go into the local economy already returned to the
developed countries, even though it seems like tourism flourishes in an island country of
the Indian Ocean, the local population has a minimal benefit from this development. We
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see that in our region there are more foreign hotel companies, which are published in the
media with great pride and success of our country. The truth is that this is devastating for
the local economy because most of the revenues to be made in these hotels will remain in
Serbia and will circulate through the local economy, but will go into the economy of
Germany, Austria, America, Russia. What we are left with is a small part of employees'
salaries, payment of the expenses (although this is also debatable), income tax and
residence tax.

3. BACKGROUND OF TOURISM IN THE WORLD AND SERBIA’

In the world in 2014, the total contribution of travel and tourism to GDP is US $
7.580.9 billion or 9.8% of GDP, and will grow by 3.8% per year and dosto¢i 2025 over
11,000 billion or 10.5% of GDP.

6% 30%

1.500mn |03l caercror u3sosa il o nasosa yenyra.
¥ U3BO3Y

Figure 1: Condition of Travel & Tourism in the world 2015,
the Ministry of Trade, Tourism and Telecommunications

In the same period, the total contribution of travel and tourism employment,
including jobs indirectly related to tourism, was 276,845,000 jobs or 9.4% of total world
employment (one in eleven employees worked in tourism and related activities). It is
expected that in 2025 the annual growth of 2.3%, with a total of 356,911,000 employees
or 10.7% of total employment in the world. Exports tourism industry generated US § 1,383
billion (5.7% of total exports) in 2014.

In 2025 is expected to reach US § 2.140 billion or 5.6% of total exports in the world.
Investments in travel and tourism in 2014 is the world amounted to over US $ 814 billion
or 4.3% of total investments. Expectations are that it will grow by 4.6% to reach US $
1.336 billion in 2025, or 4.9% of the total amount of investments in the world.

7UNWTO Tourism Highlights, 2015 Edition
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3.1. The situation and conditions for the development of tourism in Serbia in
2015.

Despite numerous disadvantages expressed in the implementation of the previous
Strategy, primarily thanks to the owners and employees in the tourism industry, and the
last two years (2014 and 2015) and the activities of the Government and relevant ministries
have been created preconditions for stronger development and growth of tourism as one of
the priority branches of economy:

» Serbia confirmed and accelerated accession process to the EU;

» Enhanced is an international activity, the position and image of Serbia;

» Serbia has been recognized as a factor in promoting regional cooperation;

> intensified work on the construction of international road Corridor X and XI,
began the reconstruction of international railway Corridor X, contracted the Building of
tracks for high speed trains from Budapest to Belgrade;

» He was promoted to regional and international air traffic, airport Nikola Tesla in
2015 was over 4.7 million passengers;

» In order to develop air transport in Serbia formed a new public company Airports
of Serbia, which should be put to use a larger number of unused airport and create the
conditions for low-cost airlines and the improvement of air traffic and the availability of a
large number of tourist destinations in Serbia;

» The introduction of regular air lines Belgrade - New York;

» Fiscal consolidation and reforms enabling the creation of new market and
sustainable model of efficient use of state property, reducing subsidies, creating a non-
budgetary funds and sustainable market models of development funding (micro-credit
funds, funds bold capital, mixed investment and guarantee funds);

» Development of entrepreneurship and SME development as a long-term
commitment of the Government should allow for raising the competitiveness of the
domestic economy the entry of new SMEs and create a favorable business environment
existing for further growth and development;

» Improved legislative framework in the field of investment, tourism, planning and
construction and the necessary changes in legislation in the field of public investment and
public private partnership will create conditions for the improvement of investment in
tourism of Serbia;

» Support the Prime Minister, who recognized the importance of tourism to the
achievement of key development targets set by the Government;

» The Ministry of Trade, Tourism and Telecommunications prepared strategy;

» In relation to 2005, there are well-known hotel brands (Radisson Blu, Crowne
Plaza, Luxury Collection - Starwood, Radisson Blu Carlton, Holiday Inn, Best Western,
Marriott);

» Significant investments in reconstruction, renovation and construction of new
hotel capacities were carried out by local companies and administered by the local of
management such as "MK Group" (Kopaonik, Belgrade), "Mona" (Zlatibor, Belgrade,
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Kusiéi), "A "hotels (Arandelovac, Novi Sad, Sabac, hotels in Zlatibor and Vrnjacka banja,"
Silver Lake Resort "(Silver Lake) and others; — in 2015, the first time since 2008, the
increase in the number of arrivals (12 %) and night (8%) of domestic tourists to what has
significantly influenced the decision of the Government to support the social vouchers
ugruzene layers of the population, and that the Ministry of fast and effective decision is
implemented.

LSS 29%
1,2 Mnpa oJ u3Bo3a
Yy U3BO3Y ycnyra

Figure 2: Status of travel & tourism in Serbia 2015 Ministry trade, tourism and
telecommunications

All this points to the creation of a favorable environment to the new strategic
planning of tourist industry in Serbia to get the status of one of the priority development of
industries and the characteristics of the tourism sector in 2015 and even more to improve
the tourism and related industries are a factor of stable and sustainable growth
development. In this regard, according to national and international analysis, (the
Methodology of Oxford Economics), the tourism sector has a good starting point for a new
ten-year development:

» Total doprinosturizma GDP in Serbia in 2015 was 5.4%;

» Tourism directly contributes with 2.67% of GDP in Serbia;

» Tourism directly generates 32,100 jobs, representing a share of 2.6% in the total
number of employees;

» An additional 48,100 jobs were generated in other industries (indirect effects of
tourism development), which represents a share of 5% of total employment;

» By 2025 tourism will generate 7.7% of jobs;

» "invisible export" represents 7.3% of total export of Serbia, ie almost 29% of the
value of exports of services;

» Investments in tourism make up 12.1% of total investments in Serbia.

Q
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3.2. Tourist traffic and the characteristics of tourism demand

Tourism in Serbia is going through a strong restructuring of sources of demand. It is
significant that since 2008 was the weakening of the domestic tourist traffic, mainly under
the influence of the economic crisis on the standard of living in Serbia. On the other hand,
has continuously increased inflow of foreign tourists to the European market, with a
traditionally high number of visitors from the region. In 2015 showed the first signs of

recovery in domestic demand.

Co-funded by the
Tempus Programme
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Table 1: Tourist arrivals in Serbia between 2006 and 2015 (in thousands)

Year Total Index Domestic Index Pages Index
2006. | 2.007 101 1.380 100 469 103
2007. | 2.306 115 1.610 105 696 148
2008. | 2.266 98 1.619 101 646 93
2009. | 2.021 89 1.376 85 645 100
2010. | 2.000 99 1.318 96 683 106
2011. | 2.068 103 1.304 99 764 112
2012. | 2.079 100 1.270 97 810 106
2013. | 2.192 105 1.271 100 922 114
2014. | 2.192 100 1.160 92 1.029 112
2015. | 2.437 111 1.305 112 1.132 110

According to data from the table, in 2015:

Source: Statistical Office - Statistical Yearbook of the Republic of Serbia 2015.

» A total of 2,437,000 tourist arrivals, an increase of 11% compared to 2014;

» In the category of domestic tourists recorded 1,305,000 arrivals (an increase of
12% compared to 2014), representing a share of 53.5% of the total arrivals, while foreign
arrivals were registered 1,132,000 thousand (10% more than to 2014), or 46.5% of total

tourist arrivals.

Table 2: Tourist overnight stays in Serbia from 2006 to 2015 (in thousands

Year Total Index Domestic Index Pages Index
2006. | 6.592 101 5.577 101 1.015 102
2007. | 7.329 111 5.853 105 1.476 145
2008. | 7.334 100 5.935 101 1.398 95
2009. | 6.776 92 5.307 89 1.469 105
2010. | 6.413 95 4.961 94 1.452 99
2011. | 6.645 104 5.002 101 1.643 113
2012. | 6.485 98 4.688 94 1.796 109
2013. | 6.567 101 4.579 98 1.988 111
2014. | 6.086 92 3.925 86 2.161 109
2015. | 6.652 109 4.242 108 2.410 112
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Source: Statistical Office - Statistical Yearbook of the Republic of Serbia 2015.

According to the Statistical Office of the table, in 2015:

» A total of 6,652,000 nights by domestic tourists made 4,242,000 overnight stays
or 8% more than in 2014, which is the first sign of growth after 8 years of decline and
makes 64% of the total number of overnight stays. When foreign tourists were registered
2,410,000 overnight stays (12% more than in 2014), representing a share of 36% in the
total number of overnight stays in Serbia;

» Measured by the number of overnight stays, in 2015 the biggest turnover had
spas (1,855,000 overnight stays), which is at the same level compared to 2014, with the
recorded increase in the number of foreign tourists (231,000) for 14, 7%;

» In Belgrade was an increase of the total number of overnight stays by 13%
compared to 2014, with the domestic (262,000) and side (1,247,000) tourists recorded an
increase of 13%;

» The registered number of nights, domestic tourists are after spa centers, most
stayed in mountain areas (1,419,000 overnight stays), with an increase of 19% compared
to the year 2014;

» Foreign guests, who in 2015 recorded 2,410,000 overnight stays in the Republic
of Serbia, the most visited Belgrade (1,247,000), representing an increase of 13%. The
largest increase in the color of foreign tourists was recorded in spas (15%);

» The structure of foreign tourists, in 2015, dominated by tourists from the region
(45%), as follows:

= Bosnia and Herzegovina (87,000 arrivals / + 17%; 192,000 overnight stays / +
17%),

= Montenegro (71,000 arrivals / + 15%; 171,000 overnight stays / + 25%)

= Croatia (66,000 arrivals / + 3%; 121,000 overnight stays / + 4%),

= Slovenia (66,000 arrivals / + 2%; 115.000no¢enja / + 3%),

» from non-European countries, the largest increase in the number of arrivals was
recorded for tourists from South Africa (+ 58%) and China and Hong Kong (+ 48%)).

3.3. Accommodation facilities in Serbia

Structure properties, ie their capacity changed in the last few years. In offer hotel-
type properties, there was a dynamic development and, primarily of a 4 *.

Compared to 2005, the share of famous hotel brands (Radisson Blu, Crowne Plaza,
Luxury Collection - Starwood, Radisson Blu Carlton, Holiday Inn, Best Western) and, for
the most part, in Belgrade, Subotica, Novi Sad and Nis. It also intensifies the construction
or reconstruction and adaptation of one color of hotel facilities, which are owned by local
companies and administered by the local of management such as "MK Group" (Kopaonik,
Belgrade), "Mona" (Zlatibor, Belgrade, Kusi¢i), "A "hotels (Arandelovac, Novi Sad,
Sabac, hotels in Zlatibor and Vrnjacka banja," Silver Lake Resort "(Silver Lake) and
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others. the total number of catering facilities for accommodation in Serbia, hotels have the
largest share in terms of number of objects , and the number of units and beds.

Chart 3: Percentage share deals by categories in total properties from 2011 to 2014 in
Serbia (Source: Tourism Development Strategy of the Republic of Serbia 2016-2025
years)

Table 3: Capacity categorized facilities for accommodation in Serbia in 2014.

Red. Type of Red. no. Type of Number of Number of
no. | accommodation object | accommodation object buildings beds
1. Hotels 332 17.283 28.979
2. Motels 12 295 498
3. Pensions 3 78 122
4. Resorts 5 241 491
TOTAL 352 17.897 30.090

Source: Tourism Development Strategy of the Republic of Serbia 2016-2025 years

Between 2010.do 2014, the number of properties types hotels (including garni and
apart hotels) rose from 251 to 328, ie. 30.7%. This increase was somewhat followed the
units which is in 2010.bilo 15,357, in 2014 16,961, representing an increase of 10.4%,
while capacity increased during this period from 24,186 to 28,501, or zal7,8%.

According to the Department of Tourism relevant ministry, by the end of 2014, the
number of categorized facilities for accommodation types hotels, motels, inns, tourist
villages (without private houses, rooms, apartments, rural households villas and hunting
camps), was 348 Number of units in these facilities has reached the figure of 17,555, the
capacity of 29.5092 lezaja.Do August 2015, aforementioned properties was 352, which are
disposed of 17,897 units, and 30,090 beds.

Hotel market in Belgrade is leading in Serbia based on their performance,
considering that most of the properties are concentrated in the city of Belgrade - every
fourth ranked an object (85), one in three accommodation units (6,005) and almost every
third bed (8715) . As given that this market segment relies on foreign business guests,
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which is characterized by continuous growth, assessment of further movement of the
performance of the hotel market capital are positive.

As for the qualitative structure of Belgrade and Vojvodina region have noticeably
higher standard, while in Sumadija and Western Serbia and the Southern and Eastern
Serbia accommodation facilities that meet international standards are limited to major
destinations (Kopaonik, Zlatibor, Stara Planina, Vrnjacka Banja, and more recently the
lower Danube).

Overall, it can be concluded that the hotels in the upper numerous in urban centers,
while the objects of other categories and types typical for smaller cities and traditional
mountain and spa destinations.

Based on the above analysis, in recent years, a trend of declining average realized
price per room (AverageDailyRate - ADR), or on the other side and the trend of increasing
the rate of room occupancy and total annual revenue per available room
(RevenueperAvailableRoom - RevPAR), which is reflected in the price policy of most
Belgrade hotels.

Hotels in higher categories (upscale segment) in 2013 on average achieved an
average occupancy rate of 57% (measured room occupancy at the annual level), average
daily room rate (ADR) of 89 euros, while the average annual income per room (RevPAR)
in the average for the analyzed hotels totaled 18,500 euro.

Mid-Range (midscalesegment) in 2013 achieved an average occupancy rate of 48%,
average daily room rate (ADR) of 55 euros, and the average annual total revenue per room
(RevPAR) of 9,600 euros.

3.4. Catering in Serbia

According to the data of the Statistical Office of catering turnover in the Republic
of Serbia in 2014, in current prices, totaled 65,105 million. RSD and was by 0.6% higher
than in 2013, while sales expressed in constant prices fell by 0.2%. Compared to
2010.ukupan turnover of catering in current prices was increasing by 18.4%, while sales
expressed in constant prices was at the same level.

Table 4: Basic indicators of catering 2011.do 2014

2011. 2012. 2013. 2014.
Transport, hilj. RSD | 58.219.574 | 60.841.400 | 64.685.091 | 65.104.515
Bearings 127.664 113.385 107.256 102.940
Transport, hilj. RSD | 55.872.912 | 55.032.101 | 55.249.090 | 55.166.002

Index, 2010 =100

Transport, hilj. RSD | 105,8 110,6 117,6 118,4
Bearings 106,9 94,9 89,8 86,2
Transport, hilj. RSD | 101,6 100,1 100,4 100,3

Source: Statistical Office - Statistical Yearbook of the Republic of Serbia 2015.
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Regarded annual turnover indices at constant prices (taking 2005 as the base year),
there has been a downward trend, but again the question of the reliability of the data, given
the significant unregistered sales in the gray ekonomije.Po structure of turnover in catering
2013. year, the largest share of food and beverages (51.1%), followed by alcoholic and
non-alcoholic beverages (26.7%), overnight stays (19.8%) and so on.

4. TRANSPORT INFRASTRUCTURE IN SERBIA

In the last three years have significantly improved work on transport infrastructure,
road and rail corridors, improvement of air transport and capacity building for receptions
and departures of passengers.

Intensified works on construction of Corridor X on both arms (to Bulgaria and
Macedonia) successfully works on Corridor XI (Belgrade - South Adriatic), set the
reconstruction of Corridor X, which will allow greater speeds, and purchased more modern
passenger composition, contracted the construction of the railway for high-speed trains
between Budapest and Belgrade.

Restructured the domestic airline that is renewed earlier flights lines in the region
and re-opened direct flights from Belgrade to New York. Nikola Tesla Airport in Belgrade
in 2015 received 4.7 million passengers, becoming the largest regional center for air
transport. In order to improve air traffic and its equitable access to the territory of Serbia,
formed the company Airports of Serbia, which will contribute to creating conditions for
the arrival of low-cost air carriers and increase the number of airports in operation.

5. FINANCIAL PARAMETERS THE HOSPITALITY AND TOURISM
ACTIVITY

Obvious increase in traffic of tourists from the region and European markets,
contributed to a significant increase in foreign currency prilivapo based on tourism, and
the average gross wage tourism.

5.1. Gross earnings in the economy

In the table number 5 presents the average earnings total in the field of tourism and
hospitality industry.

Table 5: Average earnings by activities in 2014 and 2015

Average gross earnings in RSD
Years 2014. 2015.
Total 61.426 61.145
Food and accommodation services 33.620 36.449
e . . . o
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Source: Statistical Office - Statistical Yearbook of the Republic of Serbia 2014.
And 2015.

The average gross salary in Serbia in 2014 amounted to 61,426 dinars. In the services
sector, food and accommodation of average gross earnings in 2014 amounted to 33,620, or
45.27% less than the average gross salary in the Republic. 2015, average gross salary in
the Republic of Serbia was 61,145 dinars, while the service sector food and
accommodation of 36,449 dinars, an increase compared to the national average. 5.2.
Foreign exchange turnover of catering - tourist activities In 2015, the overall total foreign
currency inflow amounted to 1,119 million US. In the period from 2007 to 2015 there was
a growth of foreign exchange earnings from tourism by 36.9%, as shown in the following
table.

Table 6: Foreign currency inflow from tourism in Serbia from 2007 to 2015

Years Eur (000) Index USD(000) Index
2007. 630 / 531 130
2008. 640 101 944 109
2009. 617 97 865 92
2010. 605 98 798 92
2011. 710 117 992 124
2012. 708 100 906 91
2013. 792 110 1.053 116
2014. 863 109 1.139 108
2015. 945 109 1.04810 92

Source: National Bank of Serbia, February 2016.

In relation to the period after the economic crisis (2010) foreign currency income
from tourism in 2015, increased by 42.6%.

6. CONCLUSION

Serbia has not historically been predominantly tourism-oriented country, but
tourism has been developing since the Second World War, primarily based on business
travel and health tourism development turizma.Strategija RS 2006.do of 2015, which was
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supposed to pave a new, modern and competitive development direction of the overall
tourism industry of Serbia achieved a limited utility:

1. There has been projected goal total contribution to GDP of US § 1.6 billion due
to high growth in foreign arrivals / nights of over 170% in 2015 compared to 2005 .

2. There was also a significant qualitative restructuring properties with less
quantitative growth thanks mainly to private domestic and foreign investors.

3. Increased the number of registered enterprises in the field of tourism for 5 times
the projected Strategy

4. In 2015. achieved the projected goal of foreign exchange earnings of 1.19 billion
dollars thanks to the increase in the number of foreign tourist arrivals to 127.2% and
overnight stays to 117.9% compared to 2005.

5. Nevertheless, tourism Serbia still lags behind comparable to the countries of
central Europe;

6. In 2014, 2015, the Government has recognized the contribution and potential for
development of tourism and its related activities in Serbia and has shown willingness to
support its future development which is why the new strategy has great significance.

The circumstances that occur in the environment of the Republic of Serbia,
especially in the European Community, clearly show that the country needs a thoughtful,
organized and quality development of the education system because it is one of the key
conditions for the development of the Republic of Serbia towards the knowledge-based
society capable of providing good employment population. These circumstances are
warning that, otherwise, Serbia remained on the FEuropean periphery, poor
competitiveness, little attractive for investment in sectors that create more new value,
subject to further emigration of talented and creative and with quite little capacity for the
development of a democratic and just society. These circumstances call for harmonization
of the education system in the Republic of Serbia with the European area of education.

REFERENCES

[1] Purici¢, R.M., (2003): Modern management methods, IR-MIR, Uzice,.

[2] Radosavljevic. Z, (1996.): Modern management of hotel and restoranstva,
practices and examples of successful global hoteliers, DP Invention, Beograd,

[3] Cagi¢ K . (1998.: Business enterprises in tourism, Faculty of Economics in
Belgrade, Belgrade,

[4] Cetron M., DeMicco F. Davies O., (2010.).: Hospitality 2010: the Future of
Hospitality and Travel, Prentice Hall, Upper Saddle River, NJ,

[5] In Stojanovic. (2007.): Sustainable development of tourism and environment,
Novi Sad, 2006.

[6] Steti¢ S . (2009): Special forms of tourism, Beograd,

[7] Cowcll.D . (1987.): The marketing of Services, Heinemann , LTD., London,

[8] Unkovi¢ S . (1991): Modern trends in tourism, Faculty of Economics, Belgrade,

-

€ .
a 3" International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 191
2016



Co-funded by the

__ MODERNZATION AND S Tempus Programme
ROGRATIVES N SE I | I SPS of the European Union

[9] Ministry of trade, tourism and telecommunications of the Republic of Serbia:
Tourism development Strategy of the Republic of Serbia for the period from 2016 to 2025.,
Belgrade, 2015.

[10] The Ministry of education of Saint Kitts and Serbia: Education development
Strategy in Serbia in 2020, Belgrade, 2012.

[11] WTTC Serbia Travel and Tourism development Potential. 2012 World Travel
and Tourism Council and Oxford Economics. London. UK.

[12] UNWTO Tourism Highlights, 2015 Edition

[13] Republic Institute for Statistics of Serbia: Statistical Yearbook of the Republic
of Serbia, Belgrade 2015, 2015. [14] National Bank of Serbia: Statistics February 2016,
Belgrade, 2016.

a 3" International Conference: "Higher education in function of development of Page

SED tourism in Serbia and Western Balkans" 192
2016



Co-funded by the

IODEANZATION AN 2 Tempus Programme
YGRAMMES (N SERF | | I SPS of the European Union

IMPACT OF FINANCIAL ANALYSIS ON QUALITY OF
DECISION MAKING IN TOURIST ORGANIZATIONS

Invited paper

Jelena Avakumovi¢ Ph.D
DTM, Beograd, Serbia,
e-mail: jelenalav@yahoo.com
Julija Avakumovic Ph.D
DTM, Beograd, Serbia,
E-mail: julija09@yahoo.com

Abstract: In order to bring high-quality decisions in the tourism organization is necessary to do the
analysis. The point is that financial analysis on the basis of analyzing and comparing the obtained relevant
data and information on development tendencies of the analyzed phenomena. Based on these data, we can take
appropriate measures and make the right decisions. How to use financial analysis to make decisions in tourist
organizations will be discussed in this paper.

Keywords: The financial analysis, decision, tourist organizations, ratio
1. INTRODUCTION

The financial analysis is based on accounting data. That data has containing in the
balance sheet and income statement. Putting it in the relative position of the individual
components of the balance sheet and income statement we have given compatible
indicators, ie ratio numbers. It could be seen interdependence of individual indicators and
positions between them only if there is a causal link. In order to evaluate the individual
indicators, we should be calculated in advance to respect the norms and standards.
Standards can be used, as: (Bojovi¢, P., 2010).

- Experiential standards analyst,

- Indicators of the past,

- Data of other companies,

- Standards based on the planned size,

- Indicators of the industry it belongs to the company.

Each of these standards has its analytical value. Most often it is assumed that the
industry standards, which show average financial conditions specified branches, valid
criteria for evaluating performance and financial and business activities associated
organizations. Depending on what it needs to serve, all ratio numbers can be classified into
several groups of indicators of operations or financial indicators (Hrusti¢, H, 2004)

- Liquidity Ratios,

- Indicators of activity,

- Indicators of financial structure,

- Indicators of profitability,

- Indicators earnings per share,
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- The financial leverage,

- DuPont analysis system.

These indicators are not the only and there order is not stable and unchanging, but
most authors put the indicators or principles of liquidity, on the first place, because they
speak of the primary safety and creditors, according to the criteria of survival of the
organization.

2. FINANCIAL RATIOS

When we say the word "ratio" in the sense in which we use this word when analyzing
the financial statements, we refer to each number that represents the ratio between the two
values in the annual accounts. Usually, it is expressed as a percentage, ratio or a fraction.
In order to be usable in rating of organization must be the product of those facing partial
value in the annual accounts which are connectible rational. (Stevanovié¢, N., i dr., 2011.)

Ratios its surface are funding in vertical to the horizontal rules. Ratios safeties of its
surface are vertical financing rules, a ratio numbers liquidity in funding to the horizontal
rules. (Cvetkovi¢, N., 2004.)

Conditionality Balance between positions, which are stated ratio numbers need to
be checked and measured, adjusted to compare the same periods in different time periods
of the current and previous year.(Benkovic, S.,2006.)

Ratio analysis is engaged in research and quantifying the relationships that exist
between balance indicators of one individual organizations, in order to allow authentic
assessment of financial position and activities of the organization. Ratio analysis is a tool
that an analyst is using to reach the numerical display of the situation in which the
organization is based, and that this information is compared with the previous period, other
similar organizations, industry sectors or the economy as a whole. Testing the relationship
between logically connected parts of financial reports highlight the key relations for the
assessment of financial position and earning power of the company. Ratio analysis is
broader than simple calculations raids because it includes: (Stevanovi¢, N., i dr., 2011.)

- Calculation of characteristic raids,

- Interpretation of ratios.

The calculation of the characteristic ratios analytical technique, are interpretation of
ratio shows the informational value ratios, how it is used and so on. Based on the criteria
of information goals distinguish ratio analysis and ratio analysis realization (picture 1).

There are 3 (three) main types of comparisons that are used for the assessment of
financial ratios numbers. (Cvetkovi¢, N., 2004.)

- With our own organization ratio numbers from the past (the time of comparison)

- With the general rules of past experience or benchmarks,

- With the ratio numbers of other organizations or scratched in the branch (cross

of branch).
s
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Information ratio target

i EnElEIE i i Ratio analysis realization

situation
Ratio analysis Ratio analysis Ratio analysis Ratio analysis
of liquidity of solvency of crafts of profitability

A

Pictures 1: Information ratio targets (source: Authors)

3. TYPES OF FINANSIAL RATIOS

There is no uniform division of ratio numbers. In practice, use two basic types of
financial ratios. The first kind of sums, up the aspect of “financial condition” of the
organization is at a time when it is done the balance sheet. We call this ratio of balance
sheet, because the numerator and denominator of each ratio are taken directly from the
balance sheet. Another type of aspect ratios summarizes the performance of the
organization, usually for one year. These raids are called or income statement ratios or
income statement / balance sheet. Ratios income statement is comparing one item "flow"
of the income statement with the second sentence of the flow from the income statement.
The ratios of income statement / balance sheet item comparing current (income statement)
in the numerator with the statement, "The Situation" (from the balance sheet in the
denominator).

Comparing the current item with the sentence conditions may be disagreement
variables. Item sheet represents an image taken from the balance sheet and cannot show
well how these variables look like during the time in which the flow originated. We can
compare the "average" size of the balance sheet in the denominator raids income statement
/ balance sheet to the denominator was the representative for the entire period.
(www.biznisvodivc.net/finasije/budzet.2012)

3.1. Indicators of liquidity

A liquidity organization is the ability of the organization to pay on time due of its
short-term liabilities. Liquidity ratios demonstrate the organization's ability to pay

—
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outstanding liabilities, while maintaining the necessary scope and structure of working
capital and the preservation of good credit standing.

Liquidity indicators are: (Krasulja, D., i dr., 2007)

- Current Ratio

- Quick ratio,

- Net working capital.

Current ratio is obtained by dividing total current assets to total short-term liabilities.

Quick ratio is the ratio of liquidity funds and short-term obligations.

Net working capital is ratio of net working capital and total capital.

3.2. Indicators of activity or efficiency ratios

Activity indicators have to measure the efficiency of operations using the assets of
the organization. The efficiency is expressed through raids, taking into account the
business category by which evaluates business activity, such as:

- Coefficient trade customers,

- Inventory turnover ratio,

- Coefficient of craft vendors,

- Coefficient crafts fiscal resources

- Ratio of current assets turnover,

- Ratio of the total turnover of business assets.

3.3. Indicators of financial structure

The relationship between borrowed and own sources of financing called the
financial structure of the organization. Indicators of financial structure, expressed as the
relative ratio of borrowings to total sources of financing, borrowings under its own sources
of funding and the ratio of coverage of fixed expenses on behalf of the interest. Those are:

- The ratio of debt to total capital ratio is between the amount of debt to total capital,

- The ratio of long-term debt to total assets, as the ratio between long-term debt and

total operating assets,

- The ratio of long-term debt to equity ratio as business income in the denominator

sum of interest and repayment of principal 1/1 times - p (rate of income tax)

- Interest coverage ratio as the ratio between business net income and expense on

interest rates there.

3.4. Indicators of profitability ratio

Profitability indicators are relating to the measurement of profit or business to
achieve as many results. The most prominent indicators are:

- Capital turnover ratio as the ratio of net income and average capital

- The net margin,
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- The rate of growth capital.

3.5. Indicators of earnings per share (dividend)

Indicators of dividends are:
- Net income per share,
- Dividend rate ratio relationship of the amount of dividend per share and market
price per share,
- Dividend payout ratio shows the share of the amount of dividends in net profit,
- The ratio of undistributed net profit prepared according to =
Net income — dividend = Undistributed profit
Net income Net income

3.6. Financial leverage and ratio

Leverage ratio estimated effect of the business and the organization's ability in
submitting the risk of borrowing. The financial leverage quantifies operational risk caused
by the height of the fixed financial expenses, interest on borrowings and capital.

There are two types of financial leverage ratios:

- The ratio of long-term debt balance or leverage ratio, which is obtained from the

ratio of the amount of long-term debt to total capital,

- Leverage coverage ratio, which measures how many times they have obligations

to fixed costs covered by income, or the amount of cash.

3.7. DuPont system of analyze
This system analyzes the perception component of growth or decomposition:

- Turnover ratio of total capital,
- The net margin on total capital as a ratio of net profit and average capital.
- The rate of net profit on equity.

4. CONCLUSION

Modern business decision of tourism organizations is based on previous detailed and
comprehensive analysis. The adoption of business decisions means directing the
organization's activi