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Abstract:  Restructuring process refers to numerous activities by which insurance sector changes the 
existing ownership structure and business strategies in order to maximize the profits and improve 
business efficiency. Since in insurance sector in Central and Eastern Europe there occur changes, due 
to turbulent business environment, insurance companies, in order to survive in the market resort to 
the startegy of adaptation. The aim of this paper is to present the process of ownership transformation 
in the region of Central and Eastern Europe for the period of economic crisis, as well as to point to 
the fact that the growing share of foreign ownership in insurance sector has affected the recomposition 
of market structure, as well as growth of its share in the achieved insurance premium in the region.

Keywords:  insurance sector, ownership transformation, countries of Central and Eastern Europe, eco-
nomic crisis.

1. INTRODUCTION

In developed financial systems, in a turbulent business environment, there comes to 
changes on daily basis which force financial institutions to rapidly adapt to the situation 
occurred. Since the subject of analysis in the paper is the insurance sector, the majority 
owners of the share package can be the state (or other form of collective property), foreign 
or national investors. The experiences of the countries that have gone through the transition 
show that there are differences in the level of business efficiency among the propriety types 
of ownership. According to the definition, private capital is primarily related to the increase 
of the manufacturer’s surplus (realization of profit maximization), while that is not the case 
with state property. In addition, corporations in state, or other form of collective property, 
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in addition to profit maximization, also have the aim to increase consumer’s surplus. The 
practice has shown that by withdrawing the state from financial sector, the space for po-
litical interventions is reduced and the space for affirmation of responsable and competent 
management and competition strengthening is opened. [Shirley &Walsh, 2001]

In the beginning of the financial system restructuring process in the region of Centrala 
nd Eastern Europe there was recorded the domination of financial institutions with major 
state property. In addition, it was noticed that domestic owner (usually the state) has not 
taken adequate care of its property, which resulted in the change of onwership structure 
and increase of the share of foreign investors in financial sector of the region of Central and 
Eastern Europe. In one number of economic systems, particularly in cases of countries (all 
the countries) in region, we can observe the tendency to reduce the share of state financial 
institutions in the system, which is a consequence of: opening the national financial market 
for domestic and foreign private capital, extinguishing of the corporations burdened with 
losses in state property and implementation of privatization policy.

The adoption of these new Laws on insurance has initiated big changes in countries of 
Central and Eastern Europe and there were created the conditions for the arrival of foreign 
insurance companies to this market. The countries with a developed insurance market are 
for years now considered protected and thus big insurance companies search for new, pri-
marily undeveloped markets. Region of Central and Eastern Europe provides the foreign 
investors a possibility of insurance development primarily due to low insurance premium 
per capita (insurance density) and low share of gross premium in gross domestic product 
(insurance penetration). Additionally, as the insurance premium per capita is lower and the 
share of gross premium in gross domestic product as well, the market is less developed and 
thus it is more interesting to the foreign companies. In addition to these two crucial motives, 
there is a series of criteria due to which foreign insurance companies decide to enter the 
new market: realization of profits, possibility of a monopolistic position, risk diversification, 
economy of scope (greater scope of production implies a lower price per unit), using the re-
sources of the country that is being arrived at (land, employees, raw materials, technology).

2. OWNERSHIP RESTRUCTURING – THEORETICAL PRESENTATION

Restructuring process, as a constituent lement of transition refers to a great number 
of activities that change the existing ownership structure and business strategies in order 
to: maximize the profits, improve the business efficiency, create synergy 9additional value), 
company’s growth (long-term increase of the company’s size), increase of business activities, 
savings of costs, business risk reduction, entering to new markets, improvements in man-
agement of the company. The terms merger and consolidation are often used as synonyms, 
although there are certain differences in their meaning. Merger in financial sector occurs 
when an institution that is an integrated legal entity ceases to exist, while the corporation 
that executed the integration takes the property over, as well as the obligations of the com-
pany taken. On the other hand, consolidation (joining, merging) is aprocedure by which an 
entire property of one or several institutions is passed onto the new entity (C) voluntarily, 
where previous corporations (A and B) legally cease to exist. A s aresult of consolidation we 
have: A+B = C

Acquisition is a term that refers to finding new jobs, purchase of the assets, acquisition 
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of ownership share in other companies (B) and the like. As a result of acquisition we have: 
A+B = A

Berger [2007, 2007a] lists the advantages and disadvantages regarding the entrance of 
foreign financial institutions to new markets. Some of the comparative advantages are:

·  Multinational activities of financial institutions in foreign ownership provide them 
to diversify the risks to several regions in which they do business and thus reduce 
the risk management costs.

·  Financial institutions follow main corporate clients and found affiliations in coun-
tries where their clients extend business activities.

·  It was shown that geographic diversification of multinational financial institutions 
contributes to the improvement of success and efficiency of business.

·  Financial institutions from developed countries that enter the markets of develop-
ing countries are better in giving the loans based on information that are based 
on high quality and confidential information, as a result of their competence and 
economy of scope.

·  When financial institutions from developed countries enter the developing coun-
tries, the transfer of capital, knowledge and experience of the best practice is ena-
bled.

On the other hand, Berger [2007, 2007a] lists disadvantages in the aspect of efficiency of 
financial institutions in foreign ownership:

·  Economic environment that has been significantly different in relation to home 
country can increase the management costs and reduce the business efficiency.

·  Multinational companies give advantage to national financial institutions for cer-
tain types of services.

·  If important decisions are made in the headquarters of a financial institution, 
which is rather remote in relation to the local one, this can cause the reduction of 
business efficiency.

Very often the issue of justification of foreign investors’ entrance to insurance market 
in financially undeveloped countries is brought about [Dimić & Barjaktarović, 2017]. Ac-
cording to previous studies, there are several key advantages: development of life insurance, 
improvement of corporate management and risk management in business, improvement of 
service quality, introduction of new and high quality service packages, increase of health 
competition, strengthening of transparency in business, transfer of technological and man-
agerial know-how, external funding sources.

We should not neglect the fact that foreign investors, when entering a new insurance 
market, are faced with a series of contraining factors: undeveloped financial market, limits 
in presentation of new funds, big founding stakes in relation to European Union, low insur-
ance culture and lack of confidence of the citizens in insurance institution. In addition, the 
inflow of foreign investments also depends on financial stability of a country and its credit 
rating, inflation and exchange rate movement [Dimić, 2015].

Insurance companies with foreign ownership can increase the efficiency of local insur-
ance market by providing high quality service of insurance, place new products and develop 
technological and managerial skills of business. Risk taking and making investment deci-
sion, based on international experience of insurer, can send useful signals to the market for 
efficient distribution of funds. Foreign insurance companies gain in market and financial 
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strength in the region of Central and Eastern Europe which contributes to the improvement 
of financial situation of an individual, household and corporations.

The advantages of liberalization are numerous [Skipper, 1997]. However, many authors 
warn that excessive liberalization of insurance market can potentially cause domination of 
foreign investors (which happened in some countries of Central and Eastern Europe that 
are the subject of this analysis). Although Slovenia is not the subject of our study, we will 
point it out as a country that has managed to build a stable insurance sector (primarily in 
life insurance segment) and therefore avoided the domination of foreign capital (which has 
a share of 8%).

3.  OWNERSHIP TRANSFORMATION IN FINANCIAL SECTOR OF 
EUROPE

In the last three decades, until the outbreak of economic crisis, in the global financial 
market (in the end of 2008) there was present the trend aimed at consolidation of financial 
markets. Global phenomena, technological innovations, liberalization, as well as deregula-
tion of market were the factors that facilitated the process of mergin and joining the finan-
cial sector.

In Europe, this process was followed by the efforts to establish a unique financial mar-
ket, with the aim to improve productivity and efficiency of the market. Moreover, during 
the last decade, financial sector of European Union was faced with the challenges of con-
solidation and integration of new member countries. There were two factors that affected 
the acceleration of the consolidation process of financial institutions in Europe. The first 
factor was the introduction of euro as a common currency, which contributed further in-
tegration of European financial markets. The second factor is new Basel Agreement, which 
motivated financial institutions to perform a more adequate capital formation and achieve 
greater economy of scope in business in order to strengthen their competitive positions in 
the market [Mašić, 2009].

 

 
 

 

 

 

Fig. 1: Mergers and acquisitions in insurance sector in the worlds (banking sector, left side of the 
graph; insurance sector, right side of the graph)

Source: Made according to Institute of mergers, acquisitions and alliances (IMAA Institute), 
Statistics
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When it comes to the restructuring of baniking sector in Europe, in the period from 
1990 to 2005, the value of mergers and acquisitions has reached 794 billion USD (graph 2), 
where the highest value is recorded in 1999. (153 billion USD).

 

 

 Fig. 2: Value of mergers and acquisitions in banking sector of Europe, in billions of USD

Source: Made according to Fritsch M., Gleisner F., Holzhauser M., Bank M&A in CEE, pp. 20

Just before the escalating of economic crisis, the level of mergers and acquisitions in 
European banking sector in 2008 has reached the level from 1999. Only a year later, there 
was noticed a dropping trend of investments in European banking sector which is continued 
until the end of 2012 when there were recorded five times less investments in comparison 
to the year 2008 although the number of transformations in banking sector was increased 
from 38 in 2011 to 51 in 2012 (graph 3).

 

 

 Fig 3: Mergers and acquisitions in European banking sector in the period 2003-2012.  
(in billion EUR)

Source: Made according to PricewaterhouseCoopers: European Financial Services M&A news 
and views, March 2013

After no so successful 2011., in Eurozone in 2012, the level of foreign investments was 
by 35% higher in relation to 2011. However, even four member countries of European Union 
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have participated in rescuing financial institutions as lender of last resort. Thus Spanish 
Government in the first half of the year 2012 has prevented the bankruptcy of the bank 
Bankia with 4.5 billion EUR. In the second half of the year 2012, Belgium and France have 
intervened in Dexia, Spain in Banco de Valensia, Cyprus in Cyprus Popular Bank and Italy 
in Gruppo Sace&Simest. If we exclude these inflows of stocks, value of the investments of 
private sector in 2012 would be about 31 billion EUR, which is the lowest recorded level of 
foreign investments in previous ten years, 7% less in comparison to the year 2011. and only 
15% of share in 2007. [PwC,2013]

Table 1: Interventions of the countries of European Union in rescuing financial sector

Period Government Institution that needs 
financial aid

Value
(in billion EUR)

1H2012 Spain Bankia 4,5

2H2012 Belgium and France Dexia 5,5

2H2012 Spain Banco de Valencia 4,5

2H2012 Cyprus Cyprus Popular Bank 1,8

2H2012 Italy Gruppo Sace&Simest 3,8
Source: Pricewaterhouse Coopers: European Financial Services M&A news and views,  

March 2013

Of the total of 51 billion EUR of the achieved transactions in European financial sector, 
in the year 2012, top 20 financial transactions have with 41,6 billion EUR made more than 
80% of the total transactions. The greatest number of mergers and acqisitions in the year 
2012 were executed in the banking sector. It is interesting to mention that in the top 5 finan-
cial transactions in Europe there were three banks, one leasing and one insurance company. 
In that way, the second place, right after the acquisition of the leasing company RBS Aviation 
Capital (with 5,5 billion EUR) was taken by the Governments of Belgium and France that 
have taken over the ownership of the Dexia group last year in November. The third and the 
fourth position are occupied by the Government of Spain which has taken the ownership of 
Banco de Valensia and 45% of ownership of Bankia with 4,5 billion EUR each, while the fifth 
place is occupied by financial institution Cassa Depositi e Prestiti which has taken over 76% 
of ownership over the insurance company Gruppo Sace, Simest for 3,8 billion EUR.

4.  PRIVATIZATION PROCESS OF INSURANCE COMPANIES IN THE 
COUNTRIES OF CENTRAL AND EASTERN EUROPE

The process of privatization of insurance companies in the region was carried out dif-
ferently in the analyzed countries (Serbia, Croatia, Bosnia and Herzegovina, Montenegro, 
Macedonia, Romania, Bulgaria and Albania). In that way, Croatia and Serbia have carefully 
entered this process and retained the ownership of the national insurance companies, which 
was not the case in Montenegro and Macedonia [Dimić, 2015].

The share of foreign ownership in insurance premium above 80%, in the period 2007-
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2012, in insurance market was recorded in Macednoa, Romania and Montenegro, which is 
a consequence of privatization of the national insurance companies. Thus, in Macednoa and 
Montenegro, insurance companies with national ownership have a share of 15%, mainly in 
the segment of non-life insurance.

In Serbia the share of insurance companies with national capital in the total premium 
from 2007, when it was 41,4%, records a continuous drop, so in the end of 2012 it was only 
25%. In ownership structure of insurance companies since the World War II until 2007 
there dominated national majority capital. With the privatization of DDOR Novi Sad (sec-
ond by the size insurance company according to the achieved insurance premium), which 
was in major social ownership, by the insurance group Fondiaria Sai, insurance sector in 
Serbia has transferred into major foreign ownership.

In the last few years in domestic insurance market there can be felt a strong impact of 
foreign insurance companies (such as Generali, Uniqa, Triglav and Fondiaria Sai) which 
have entered the domicile insurance market through portfolio investments, i.e. purchase of 
majority share packages of the existing insurance companies.

Table 2: Privatization of insurance companies in domicile insurance market

Company Buyer Package Selling price (in EUR)
Delta insurance Generali 50%+1 share 30 million

Zepter Uniqa >80% capital 16 million (with the possibility of 
price revision after a few years)

Kopaonik Triglav 95% capital 17,5 million

DDOR Fondiaria Sai 96% capital 240 million

Source: National Bank of Serbia

Having in mind that in the year 2012 the share of Dunav insurance in the insurance 
market in Serbia was above 30%, if the Government of Serbia made the decision to sell this 
insurance company and if (which is more likely) it would be bought with foreign capital, 
there would be no reasons to mention domestic capital in insuranec activity since that share 
would be reduced to a few percents only [Smiljanić, 2013]. From 2004. Until the end of 2012., 
in Serbia there was even 13 foreign insurance companies (last among them was Gasprom 
insurance). With the successful process of privatization in the past period, as well as enter-
ing to the market of foreign companies by obtaining greenfield licenses, insurance compa-
nies in foreign ownership in 2012 record, starting from the year 2007, a prevailing share in 
the premium of life insurance with 90,8%, premium of non-life insurance with 57,6%, total 
property with 68,8% and the number of employees with 65,5% [NBS, 2012]. At the moment, 
there is no one interested to enter the domicile insurance market. Explanation for such a 
situation we can find in negative effects of the crisis that caused the slowdown of economy 
in the region, as well as in the assumption that Serbian market at the moment is not particu-
larly interesting to foreign insurers (graph 4).
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Fig.4: Market share of insurance companies in majority foreign ownership  
in countries of Central and Eastern Europe

Source: Websites of Central banks of the countries of Central and Eastern Europe

In Croatian insurance market in the period observed there were no greater deviations, 
and thus the relation of foreign towards domestic capital in 2012 was close to the one from 
2007 (about 40%). Croatian insurance market is specific by the fact that in addition to a 
higher market share of insurance companies in majority foreign ownership, domestic insur-
ance companies in the period observed manage to keep a greater share in total capital or, 
however, to be equalized with foreign investors. The greatest individual share is achieved by 
insurance company in majority state ownership Croatia insurance (31%).

When it comes to the insurance market in Bosnia and Herzegovina, in the period ob-
served there were no oscillations recorded when it comes to market share of insurance com-
panies in majority foreign ownership (up to 40%). Statistical data confirm that insurance 
companies with domestic ownership are more dominant in number in the market. In addi-
tion, this group of insurers records a growing trend of shares in insurance premium (with 
an exception in 2008 and 2011).

In Montenegro in the market there dominate insurance companies in majority foreign 
ownership with a market share above 80% and the share in capital higher than 65% (with an 
exception of the year 2007.).

The greatest market share of insurance companies in majority foreign ownership was 
recorded in Macedonia (92%) and it was not changed in the period observed. Of the total 
of 12 insurance companies, only one insurance company in domestic ownership with the 
recorded share in the capital which was in the range from 16,5% to 25,0%.

Romanian insurance market was in the group of analyzed countries the most devel-
oped since it includes about 40 insurance companies. The highest market share of insurance 
companies in foreign ownership was recorded in 2010 (twice as in comparison to the year 
2007), as well as share in capital which was above 90%.

Market share of insurance companies in majority foreign ownership in Bulgaria was 
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in comparison to the year 2007 doubled in 2008. (31%) where the growing trend is recorded 
until the end of the period analyzed.

In Albanian insurance market in the period 2007-2008. There was present a dominant 
share of domestic insurers according to the criterion share in capital (above 80%), while 
market share of this group of insurers was approximately equalized with the share of foreign 
investors. In 2009. one insurance company in majority foreign ownership exits the market, 
which has caused the reduction of market share to 44%, while on the other hand the share in 
capital was increased by almost 4 times (to the level of 75%). Until the end of 2012, with the 
reduction of market share of insurance companies in majority foreign ownership, there is a 
growing trend of share in capital.

In scientific references there are divided attitudes when it comes to ownership trans-
formation in financial sector. Thus one group of authors believe that high share of foreign 
ownership in total balance sum and insurance premium (or capital) can represent a great 
problem to the development of economy in the analyzed region of Centrala nd Eastern Eu-
rope. In addition to the growth of concentration level caused by merging of financial institu-
tions, it is reqied to monitor the concentration level of each financial institution individu-
ally, as well as „mother“ companies that affect the business policy of financial institutions 
in region through the administration and supervisory board. On the other hand, group of 
authors concludes that entrance of foreign insurance companies to financial market of the 
analyzed region has a positive effect on competition. In that context, entrance of foreign fi-
nancial investors increases competition pressures (because it carries along new technologies 
and new knowledge) to the domestic financial system. Taking that into consideration, it is 
no wonder that in the last twenty years the share of foreign ownership in insurance sector 
was increased in the region analyzed. Although the increase of market concentration is the 
most frequent sign of dropping intensity of competitiveness, some studies [Beck et al., 2003] 
point out that greater presence of foreign financial mediators mitigates negative aspects of 
greater market concentration.

We predict that in the next years there will come to more significant changes in in-
surance market in analyzed countries in the region of Central and Eastern Europe when 
it comes to concentration level. However, there remains the question whether big foreign 
insurance groups will decide to enter domestic markets, through mergers or acquisition of 
insurance companies in majority domestic ownership or they will resort to the strategy of 
enlargement, by merging with other insurance companies in order to strengthen their mar-
ket position? Higher concentration level in insurance market in analyzed countries of the 
region (in relation to banking sector) is a consequence of market development in the past 
and significant role of big social and state companies, as well as market size, since there is no 
space for development of a great number of insurance companies. Since the countries with 
lower share of premium per capita, as well as lower share of premium in GDP can achieve a 
more rapid growth and thus encourage the development of financial sector, we can expect 
for the insurance market in the following period to have a potential to develop.

5. CONCLUSION

In case of all countries analyzed in the region of Central and Eastern Europe in the pe-
riod observed we have determined that the share of insurance companies in majority foreign 
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ownership in premium/capital was by many times higher (even up to ten times) in relation 
to domestic insurance companies. Thus:

·  In Serbia there were seven insurance companies in domestic ownership in the mar-
ket in this period, which have a market share of about 25% and share in insurance 
premium about 30%.

·  In Croatia, market share as well as share in insurer’s capital in domestic and foreign 
ownership is almost equalized in the period 2010-2012.

·  In Bosnia and Herzegovina, more present in the market are domestic insurance 
companies with market share above 60%, while according to the criteria of share in 
insurance premium, foreign and domestic insurers are equalized.

·  In Montenegro, the insurance companies in majority foreign ownership ae domi-
nant in the market and their market share, as well as share in capital exceeds 80%.

·  In Macedonia in the period observed there were no changes when it comes to the 
number of insurance companies. In that way, in this insurance market of the total 
number of twelve insurance companies, even eleven were in majority foreign own-
ership with a share in capital above 80% (the exception is the year 2007.).

·  In Romania, the insurance companies in majority foreign ownership are dominant 
in the market with a market share as well as share in capital of 80%.

·  In Bulgaria, the situation is different having in mind that domestic insurance com-
panies have 2/3 of market share.

·  In Albania up to the year 2010, the number of domestic and foreign insurance com-
panies was equal, where in the year 2009 there was expressed three times higher 
share in capital in case of insurance companies that are in majority foreign owner-
ship. Albania is an example from the practice that shows that, although market 
share of foreign insurers is reduced, insurance companies in majority foreign own-
ership realize a greater share in the capital in relation to domestic insurers.
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Abstract:  By the reputation of the developed countries of the world, when the security sector was 
in question, the National Assembly of the Republic of Serbia in 2009 adopted the National Security 
Strategy of the Republic of Serbia. The strategy was adopted in conditions that characterized the closer 
and wider environment, but also the opportunities in the Republic of Serbia. In the changed conditions 
of the environment and situation in the country, the work on the revision of the National Security 
Strategy of the Republic of Serbia has begun. This paper is an attempt to attach from the theoretical 
point of view the process of revision of the basic strategic document in the domain of security in our 
country. In addition to the theoretical basis, the practical experience of the most developed countries in 
the world and the countries from our environment related to the determination of the security system 
was also used.

Keywords:  Security, Strategy, Conceptual Basis of Security System.

1 INTRODUCTION

Since the beginning of the modern state, its security has become one of the key issues, 
first of all, its foreign policy and relations with other countries. The basic form of mutual 
endangering of states was the application of military force. The war, primarily observed 
through the conflict of the armed forces (army), has long existed as a legal means of resolv-
ing disputes between states. The effects of the First World War radically changed the attitude 
towards the war and prompted the key world powers to look for a mechanism for its preven-
tion or suppression. Thus, the League of People comes to circle. However, several decades 
after the First, the Second World War began, according to many, as a continuation of the 
previous one.

The Second World War is a milestone in the history of the development of the human 
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race, both in the practice of international relations and in their theoretical formulation. 
In practical terms, there are two controversial directions: (1) the formation of the United 
Nations and (2) the polarization of two antagonistic political-military blocs (NATO and 
the Warsaw Treaty). On a theoretical basis, security studies are developing strongly, as a 
self-made scientific discipline, seen by many as a subdiscipline of the theory of international 
relations.

2  CONDITIONS IN WHICH THE EXISTING NATIONAL SECURITY 
STRATEGY IS ADOPTED

The conditions of a phenomenon are all other phenomena which, by their work, or as 
a whole, have contributed to the production of a related phenomenon [Marković, M., 1984]. 
Unlike natural sciences, the conditions of social phenomena have their own specification, 
and, most often, they are observed in relation to the initial and boundary conditions. In do-
ing so, the conditions that were valid at the moment of observing a certain social phenom-
enon are the starting points. The boundary conditions are those for which we can assume 
with high probability that they will validate in due course. In accordance with the above, 
the relation between the initial and the border conditions at the time of the adoption of the 
existing National Security Strategy of the Republic of Serbia is shown in Figure 1.
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INITIAL CONDITIONS

- Begraund breaks up the SFRY
- UN protectorate in Kosovo after the conflicts 
between the FRY and NATO,
- general social changes in 2000 ("October 5")
- the extradition of Slobodan Milosevic to The 
Hague tribunal
- the murder of Prime Minister Zoran Djindjic
- the pogrom of Serbs in KiM in 2004
- separation of the National Assembly of Serbia 
and Montenegro 2006
- unilateral and unlawful declaration of 
independence of Kosovo, 2008
- the burden on relations with the Hague tribunal 
(in particular the extradition of Karadzic and 
Mladic) and BiH and Croatia's lawsuits before the 
InternationalCourt of Justice
- majority determination of politicalelites in the 
country for joining the EuropeanUnion
- the struggle of political elites for power 

BORDER CONDITIONS

- processes in international relations 
dictate the most powerful countries
- unipolarism replaces multipolarism in 
international relations (Russia's "return" 
and the strengthening of the role of 
China and the EU)
- NATO survival and enlargement
- the enlargement of the EU, with the fact 
that the former socialist countries first 
became NATO members and then the 
EU
- the failure of Serbia to join the EU first 
to become a NATO member

Figure 1. Initial and border conditions during the adoption of the National Security Strategy 
(Forca, B., 2016)

The conditions in which he made the National Security Strategy of the Republic of Ser-
bia (hereinafter: the Strategy), primarily observers with their security aspects, as well as the 
tangent sectors, such as politics, economy and armed forces.
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The final year of the twentieth century was characterized by the great influence of the 
West on the processes in the FR of Yugoslavia, after the breakup of the former SFR Yugo-
slavia. Evident antagonism on the relations between the leading countries of the West (pri-
marily the United States and Germany) and the FRY resulted in NATO aggression in 1999. 
Under the pretext of preventing the so-called. Humanitarian catastrophes in Kosovo and 
Metohia, NATO has undertaken the most extensive military operations in an independent 
and independent state, through Article 5 of its own formation agreement and without the 
mandate of the UN Security Council. It was the most innocent armed conflict in the history 
of warfare, which symbolically occurred in the year of celebrating the 50th anniversary of 
the formation of the Alliance (Table 1). The outcome of the armed conflict is known, and its 
de iure, the consequence is the establishment of a UN protectorate over the Serbian southern 
province, and de facto, a continuation of the “crushing” of the territory of the former SFR 
Yugoslavia.

Table 1.Relation between of NATO and FRY forces in the 1999 war(Forca, 2003)

ENTITY
Surface 

area  
(000 km2)

People num-
bers  

(milions)

GDP  
(bilion $)

GDPper 
capita ( $)

Defence 
budget 

(bilion $)
NATO 22.327,24 743,83 11.371,15 13.532 3.311,94
FRY 102 11,5 21,94 1.980 3,85

Relation 228,7:1 67,3:1 518,3:1 6,83:1 860,3:1
Allies ofNATO 579,1 53,92 245,86 4.181,3 55,30
FRY 102 11,5 21,94 1.980 3,85

Relation 5,7:1 4,88:1 11,21:1 2,11:1 14,37:1
NATO+allies 23.907,05 797,75 11.617,01 10.761,5 3.367,24
FRY 102 11,5 21,94 1.980 3,85

Relation 234,4:1 72,2:1 529,5:1 5,44:1 874,61:1

The UN Protectorate over Kosovo and Metohija, established by the Security Council 
Resolution No. 1244, apparently did not satisfy the “appetites” of the West and the Albanian 
political elites in the Serbian southern province. The evident intention to get Kosovo and 
Metohija out of Serbia began with the failure to fulfill some of the provisions of the UN 
Security Council resolution, primarily in blocking the return of hundreds (not thousands) 
of Serbian security forces to Kosovo and Metohija. On the other hand, the deployed military 
forces of NATO (KFOR) in Kosovo and Metohija did not oppose the radical efforts of the 
Albanian majority to ethnically “purify” Kosovo and Metohija from the Serbian people. The 
pogrom of Serbs with KiM in 2004 is the best illustration given.

During the conflict with NATO, two types of social conflicts flashed in the FRY: (1) 
conflicts of political elites (parties) within Serbia, and (2) the efforts of the Montenegrin 
political elites to, apart from other republics of the former SFRY, separate from Serbia And 
form their own, independent and independent state.

Conflicts within Serbia culminated in 2000, when there was a change in power and a 
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fall in the regime of Slobodan Milosevic. These conflicts had a drastic epilogue, according 
to the model “people took place” on October 5, 2000. The newly established power, under 
the pressure of the West, former FRY President Slobodan Milosevic, was extradited to The 
Hague tribunal. Another drastic consequence of the change in power in Serbia is the assas-
sination of Prime Minister Dr Zoran Djindjic. Whoever launches the revolution ends up in 
jail or executes it, confirmed on Serbia’s example.

Using the preoccupation of Serbia with its own problems, the Montenegrin political 
elite in every way tries to isolate themselves from the FRY. The first step was the renaming of 
the name of the FRY state in the State Statistical Office of Serbia and Montenegro in 2003. It 
was clear to everyone that the final disengagement of the SC of SCG would quickly come to 
an end, which happened in 2006.

The separation of Montenegro from Serbia, the Albanian political elite in Kosovo, 
is seen as its chance to create another Albanian state on the soil of Europe. Consciously 
supported by the most powerful countries in the West, the Albanian elites in Kosovo and 
Metohija unlawfully and unilaterally proclaim the independence of Kosovo in 2008. This 
independence was perceived after the fall of the so-called Ahtisaari Plan for Kosovo and 
Metohija in 2007.

The conditions, which are briefly outlined for the processes in Serbia, should be viewed 
within the wider milieu, that is, the events that took place in the territory of Europe and 
among the great powers.

Two very important processes in Europe defined the position and processes in and 
around Serbia. The first is the survival and expansion of NATO, and the second is the en-
largement of the EU. Under conditions in which Russia deals with its own problems after the 
dissolution of the Soviet Union and the dissolution of the USSR, the United States, as a Cold 
War winner, establishes various mechanisms to strengthen the strongest political-military 
alliance - NATO and “convince” the international community of the need for its survival 
after the dissolution of the VU. By 2009, NATO has grown to 28 member states. In the 
Serbian environment, until 2009, only B&H, Macedonia and Montenegro did not become 
NATO members (Montenegro became a member of the Alliance in 2017, and Macedonia is 
“a permanent candidate” because Greece opposes Macedonia).

After the collapse of bipolarism in international relations, the European Union sees 
its chance for a stronger position in the international community. The unobtrusively eco-
nomically strong EU strengthens and strengthens its position in several directions. First, is 
the enlargement of the Union, which had several aspects. Immediately after the end of the 
Cold War, three countries that are otherwise close to the standards of Western civilization, 
Austria, Finland and Sweden, became members of the EU in 1995. Then there is a stalemate, 
because the Union is specifically determined by the former socialist states and their request 
for EU membership. The fact is that these countries, before joining the EU, are becoming 
NATO members first. The “boom” of the enlargement of the Union occurred in 2004, when 
ten new states, including Slovenia, as the former republic of SFR Yugoslavia were received. 
Some time later, (2007), more than political ones, but for real reasons and fulfillment of con-
ditions for EU membership, Bulgaria and Romania become members of the Union. The ring 
around Serbia was facing the former rebels of the SFRY (except Slovenia) and Albania, which 
also gets a special geopolitical name - the Western Balkans. All the countries of the region, 
declaratively and substantially, are for EU membership, and except for Serbia and B&H, 
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they also declared themselves for NATO membership.The second advocacy of the Union in 
international relations is a kind of federalization of the Union and an effort to strengthen 
its own defense and defense power. The Union has prepared the Constitution, which did not 
pass in 2005. Therefore, the EU’s Ssamit in Lisbon (Portugal) is rapidly preparing and main-
taining in 2007, resulting in the Treaty, which came into force in 2009. What is significant, 
from a security point of view, is the Lisbon Treaty’s clearer definition of the EU’s Common 
Security and Defense Policy within the framework of the Common Foreign and Security 
Policy. A special aspect of these policies is the attitude towards the defense of the Union. 
Thus, with regard to the EU defense, three directions have been identified: (1) a strong sup-
port for NATO, (2) the military neutrality of individual states (Austria, Ireland, Finland and 
Sweden), and (3) failure to act on its own defense of the Union, when For these conditions.

Relations between the major powers are also conditions that have affected the adop-
tion of the National Security Strategy. The United States, as the Cold War winner, sought to 
strengthen its own position as a world leader, or unitarianism (a substitute for bipolarism), 
which is evident in the years to the end of the 20th century and the beginning of the 21st 
century. However, the fact is that the EU, Russia and China, declaratively and substantially, 
have sought to strengthen their position globally. In addition, two are particularly impor-
tant aspects. First, is the strong return of Russia, which took place in 2008 during the global 
financial crisis. By the war in Georgia (2008), Russia is “returning” to the world scene as a 
powerful military, but also forces in other spheres. On the other hand, above all, by econom-
ic influence, China has unequivocally grown into one of the leading powers of the world.

3  CONCEPTUAL BASES FOR THE REVISION OF THE NATIONAL 
SECURITY STRATEGY

Security is the function of every modern state. Regardless of their reliance on regional 
and global security, all countries in the world pay special attention to national security. In 
this sense, the establishment of a national security system is one of the central issues of sur-
vival and development of states.

The establishment of the national security system, both theoretically and practically, 
has its own conceptual bases, among which are the theoretical, political, constitutional and 
legal and international basis [Keković, 2011]. Although these bases have a cumulative impact 
on the development of the security system, they can be analyzed individually. The following 
is a unique analysis of the conceptual bases, in the case of the national security strategy, as 
one of the key elements of the security system.

3.1 Theoretical basis
Social processes move in the constant unity of theory and practice. The development 

of these processes is unthinkable without science and scientific theory. The relation between 
theory and practice is different. Typically, the theory shrinks the way of practice and offers 
it the norms of practical activity (doctrine). On the other hand, practice brings new forms 
and norms of relationships that theory accepts or rejects and builds a new theory for some 
future practice. Numerous reasons influence that there is no complete unity of theory and 
practice in social processes.
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The security theory is as old as the letter. However, many authors argue that the scien-
tific theory of security can only be discussed after the Second World War, or the develop-
ment of the Security Studies [Pol D.V., 2012[. On the other hand, the security theory is ex-
tremely reprehensible because its subject matter is such. In other words, security is not only 
a matter of security science, it falls into the domain of politics, economics, law, international 
relations, sociology and other scientific disciplines.

However, as we approached the security theory, however, we have to start from the fact 
that this theory has reached a certain level of development that needs to be respected, and 
even continually upgraded. Numerous authors argue that our security theory has not been 
developed to the extent necessary, and in that sense, it is necessary to rely on foreign experi-
ences. Some authors even believe that, when it comes to strategy, our theory and practice 
mainly dealt with the rewriting of foreign solutions [Ocić, 2014]. Focusing on the National 
Security Strategy, several issues of theoretical character deserve particular attention, name-
ly: (1) the conceptual-categorical apparatus, (2) the system’s strategy and (3) the structure of 
the document itself.

3.2. Political basis
According to some theoreticians, the political function is the basic function of the state. 

This is for the reason that politics is not everything, but everything is. State policy is unique, 
and formally, it is divided into internal and foreign policy. In terms of security, Ivancevic 
says that the role of politics is to explain what happened and point out what should be done 
in order to avoid danger in the future [Kekovic, 2011].

When the National Security Strategy is concerned, it can be said that, as a matter of 
principle, all the issues are in the domain of politics, because the strategy is a political, not 
a legal document. However, the key political issues are: (1) determining the vision, mission 
and goals, (2) revising attitudes towards challenges, risks and threats to security, (3) explic-
itly expressed the attitude towards the military neutrality of the Republic of Serbia, and (4) 
the change of the titulary in drawing up the draft Document National Security Strategy 
(Ministry of Foreign Affairs, instead of the Ministry of Defense).

3.3 Constitutional and legal basis
In most countries, the constitution is the highest legal act. The provisions of the Con-

stitution are more closely regulated by laws and bylaws, thus providing a constitutional and 
legal framework for the organization and functioning of the state.

The Constitution of the Republic of Serbia does not refer to the document of the Na-
tional Security Strategy, but only to the Defense Strategy. Therefore, it was necessary to es-
tablish a national security strategy with a legal act in order to proceed with its drafting and 
adoption. This was done by the Defense Law in 2007.

The Constitution of the Republic of Serbia (2006), as one of the key areas regulated and 
secured by the Republic of Serbia, established the defense and security [RS Constitution, 
Art. 97, p.4]. This provision of the Constitution, when the Defense System is concerned, is 
regulated by laws, strategies, doctrines and other documents. However, when the Security 
System is in question, Serbia does not have a general law on security, but laws on specific 
functions (defense, emergency situations) or subsystems (Army, Police, BIA). Thus, the Na-
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tional Security Strategy is an umbrella and political, and legal, in some way a document. 
That’s not fair.

In addition, it is evident that Serbia does not have clearly defined national interests in 
its Constitution. These interests, but in the sphere of security, have been determined by the 
existing National Security Strategy of the Republic of Serbia.

The fact is that in 2007 the National Assembly proclaimed the military neutrality of the 
Republic of Serbia, which implies that none of the military federations should be inadmissi-
ble. Also, the fact is that Serbia’s military neutrality is not mentioned in any legal document 
of our country. Therefore, there is a need to identify in these documents exemplary military 
neutrality instrument, although it is a political rather than a legal issue.

In accordance with the above, it is evident that the constitutional and legal factor (ba-
sis) of the revision of the national security strategy is affecting the need to change the Con-
stitution of the Republic of Serbia and to adopt certain legal documents.

3.4 International basis
States were also the other main subject of international relations. Hence, any state func-

tion, especially defense and security, depends directly on the state and processes in interna-
tional relations.

Nationwide security strategies in many countries analyze international relations and 
identify challenges, risks and threats to security. This is the case in the existing document 
in the Republic of Serbia. This is also true of the national security strategy, first of all, in the 
field of foreign policy.

The national basis for the revision of the National Security Strategy is as follows: (1) a 
different attitude to the challenges, risks and threats to security, (2) linking to EU regulation, 
and (3) an explicit relationship with the military neutrality of the Republic of Serbia.

Challenges, risks and security threats in the existing National Security Strategy have 
been used as a syntagm, and not concepts of a different character and level of generality, on 
one and the other, are an expression of the time in which this strategy was written. Starting 
from what is the security, challenges, risks and threats to security should be focused on two 
aspects. First, identify threats to what the state does, which is the territory, population and 
constitutional order, because the territory is being pushed, and the attitude and constitu-
tional order are protected. Second, the security challenges need to be clearly separated from 
the threat, they have not only a negative connotation, that is, a neutral term, which can have 
a positive attitude towards the security of the state. For example, the challenge for Serbia is 
EU membership.

The National Security Strategy of the Republic of Serbia aims to have a clasp with the 
Common Security and Defense Policy, as part of the EU’s Common Foreign and Security 
Policy, on the one hand, and the Global Strategy of the Union (2016), on the other. This is the 
main reason that Serbia’s membership in the EU is our strategic interest and goal.

The military neutrality of the Republic of Serbia was proclaimed by the National As-
sembly in 2007. It is a little surprising that this neutrality is not mentioned in any normative-
legal document of our country after 2007, although most of these documents were made 
later. Therefore, the issue of military neutrality, as a par excelans political issue, must be 
explicitly established in an umbrella strategic document such as the National Security Strat-
egy.
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We assume that the National Security Strategy respects all generally accepted docu-
ments of the international community that are related to security, as it is also established in 
the Constitution of the Republic of Serbia [Constitution, 2006: Article 16].

4 CONCLUSION

Security is a prerequisite for the survival and development of the human race and 
its communities. Therefore, safety should also be a consequence of this development. No 
matter how the world looks unconcerned today, it is necessary to strive for the ideal mod-
el, because only life makes sense.

The Republic of Serbia, since the break-up of the former SFR Yugoslavia (1991-1995), 
the war of the FRY and NATO (1999), and the separation with Montenegro (2006) passes 
the difficult path of an independent and independent state. On this path, Serbia seeks to 
establish all state functions, according to the reputation of the modern world. Among 
these functions are security and defense.

The National Security Strategy of the Republic of Serbia (2009) was adopted in the 
conditions that characterized the time of our position in international relations. The fact 
is that international relations are a variable category, which changes dynamically in time 
and space. Also, the fact is that the position of Serbia, where and where, is better today 
than in the time when the existing strategy is adopted.

Key strategic doctrinal documents change in line with the change of factors that de-
termine them. The change in the existing National Security Strategy of the Republic of 
Serbia has the greatest influence on theoretical, political, constitutional, legal and inter-
national factors, as the basis for its revision for implementation in the foreseeable future.

For the effective revision of the National Security Strategy of the Republic of Serbia, 
we need the skill of the strategists and the wisdom of politicians.
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Abstract:  Refugee crisis which has reached global proportions in the previous years has also acquired 
a significant impact on the security of countries throughout the world.This impact, in addition to the 
countries affected by war in Asia, Near East and North Africa, is particularly expressed throughout 
Europe. On the margin of Europe, refugee crisis has a great impact to all security levels of countries 
that are located in the territory of the so-called Western Balkan. In the paper we have described the 
impact of refugee crisis to the security levels of Western Balkan countries through the application of 
DEMATEL method. As a case study we have taken the Republic of Serbia, as one of the countries in 
this region. In examining the impact of survey, we questioned ninety-two experts for different security 
levels from state institutions of the Republic of Serbia. We have examined the impacts to the following 
security levels: human security, societal security and national security.

Keywords: Refugee crisis, security levels, DEMATEL method.

INTRODUCTION

The extent of impact that refugee crisis has for the security of Europe and European 
Union can be illustrated by the statement of German Chancellor Angela Merkel for the Ger-
man television ZDF ‘’that it will be a greater concern how to solve the issue of migrants than 
financial situation in Greece or the stability of euro” (Beta &Tanjug, 2015).Having in mind 
that the greatest part of refugees comes to Europe from war-affected areas through so-called 
Balkan and Mediterranean routes, the first strike of refugee wave affects the countries of 
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Western Balkan, as well as Mediterranean countries that are members of the European Un-
ion: Italy, France and Spain.

In addition to the fact that final destination of the refugees is rich Western Europe, 
recent turbulent past, numerous unresolved economic, territorial, confessional and ethnical 
problems in sublimination with refugee crisis are again putting the Western Balkan to the 
center of security challenges (German Cahancellor Angela Merkel has warned about this 
in 2015 with her statement that there is a possibility of a conflict on the Balkan territory 
through which majority of refugees passes if Germany closes its border with Austria (Beta, 
2015b)).All of this points out that it is required to investigate the impact of a refugee crisis 
on the security of the Western Balkan countries, which is done in this paper on the example 
of the Republic of Serbia. The impact of refugee crisis is examined in relation to the security 
levels significant for the sovereignty and integrity of an individual state in accordance to 
the classical classification of security, as well as classification towards Copenhagen School 
(Buzan, Waever and de Wilde, 1998).Namely, the impact of refugee crisis on exclusively 
traditional threats for the country’s security was not considered (here we primarily refer to 
military threats for security).

Main issue in this paper is the following: what is the impact of refugee crisis on security 
levels of the Republic of Serbia?

General goal of the study is to determine the impact of refugee crisis to the security 
levels of the Republic of Serbia.

Special goals that result from the general are:
-  Determining the impact of refugee crisis on human security in the Republic of 

Serbia,
-  Determination of the impact of refugee crisis on societal security in the Republic of 

Serbia,
-  Determination of impact of refugee crisis on national security in the Republic of 

Serbia.
From the general question and goals of research, we have drawn the following general 

hypothesis:
Refugee crisis has a significant impact on the security levels of the Republic of Serbia. 

The refugee crisis represents the greatest threat to the societal security, its impact on na-
tional security is less, while it represents the least threat when it comes to human security of 
the refugees themselves.

RESEARCH

Numerous “coloured revolutions”, as a consequence of hybrid wars in the East of Eu-
rope, North Africa and Asia have brought to armed conflicts of a low intensity, which result 
in humanitarian catastrophe leading to million migrations of population, mainly Muslims, 
towards the countries of European Union (Todorović & Milutinović, 2016). 1 On its road to 

1 „Coloured revolution’’ is a final phase of hybrid war, phase in which it comes to the change of 
power in the country, which is subject to hybrid aggression. Coming to power of collaborative circles is 
essentially the rejection of sovereignty and a complete submission to the aggressor, who is able to solve 
all the problems in relation to the given country with the help of marionette regime (Александр & 
Димитрий, 2010).
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European Union, this river of refugees mainly goes through the region of West Balkan thus 
affecting the appearance of security implications, which can be considered through two, 
mutually separated, discourses. The first discourse refers to the appearance of xenophobia, 
while the second refers to real security threats that refugee crisis brings about.

The discourses of both security threats are present throughout Europe thus affecting the 
security situation in the Western Balkan. One of the very frequent examples of xenophobic 
approach to migrant and asyleecrisis without entering deeper into differences in meaning 
of these syntagms is the statement of Vaclav Klaus for the Czech media ‘’that by accepting 
the refugees, Europe commits suicide and that it is an obvious example of it causing the to-
tal decomposition of European culture, civilization values, religious structures (Lalic, et al, 
2015)).On the other hand, the attacks throughout France (terrorist attack that occurred on 
13.11.2015. when at several locations in town there were series of attacks in which more than 
160 people got killed and 200 people were injured) Belgium(terrorist attack which occurred 
in Brussels on 23.03.2016. in which in the series of explosions died more than 30 and more 
than 250 people were injured), Germany, Great Britain (terrorist attacks that occurred on 
two occasions in May in Manchester and in June 2017 in London) by the terrorists in direct 
or indirect connection with Islamic state point to the justified concern of the countries of 
European Union in regard to the refugee wave that splashed the Europe. Significant problem 
of refugee crisis is also the number of refugees – mainly the ones who look for an asylum.

Historically observed, all global turmoils since the beginning of the XX century on-
wards have left a permanent trail on the region of Balkan (today we more commonly use the 
terminological syntagm Western Balkan, and the reason is a hypocritical attempt to distin-
guish, in a magical way, individual countries from “powder keg”, which this region certainly 
is, which have after gaining the independence and joining the European Union “reached” 
all the values of West civilization, including also the values of extreme nationalism which is 
growing precisely in the countries of European Union and which is based on unbelievable 
amount of xenophobia towards the nations of so-called second and third order).

Otherwise, the problem of refugee crisis, for which we often use the syntagms migrant, 
i.e. asylee crisis (having in mind that it is about the movement of population that escaped 
from war-affected regions, as well as movements of population due to natural disasters or 
political, ethnical, religious persecution (Bali, 2012)it seems correct to use the syntagm refu-
gee crisis) is the attempt to escape from wars, political persecution and economic exploita-
tion to the countries of Western civilization and it is the best way to illustrate that the cur-
rent peace in the world looks like a soap ballon that can burst at any moment and escalate in 
conflicts throughout the world.

In addition to Mediterranean countries of European Union, the greatest security prob-
lems of the refugee crisis happen in the region of Western Balkan. This is the consequence 
of the roads that refugees are taking, in the public known as “Mediterranean route”, i.e. 
“Balkan route” (this route includes the refugees’ movement direction from Turkey, Greece, 
Macedonia, Bulgaria, Serbia, Croatia and Hungary). The data on the number of refugees that 
use these routes is not known due to the administrations of certain countries on these routes 
that are not being up-to-date and dysfunctional. Based on the analysis of the data available, 
according to the data of UNHCRfrom2015., the number of the citizens of Syria that look 
for an asylum in Europe is growing and it is about 10% of the total number of the citizens 
of Syria who have left the country since the beginning of the conflict. In Europe from 2011.
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Till the end of 2015., asylum was required by 500.000 persons from Syria of which nearly 
140.000 was only in the year 2014. Enormous majority of refugees has looked for protection 
in Turkey, Lebanon, Jordan, Iraq and Egypt. Unlike these countries, European Union tries 
in all possible manners to reduce the inflow of refugees to its countries – members. In the 
light of the problem of refugee crisis, there are the latest statements of the Turkish president 
Erdogan on the release of 500.000 refugees towards the Europe at monthly level. All these, 
precisely due to “Balkan route” has an enormous impact on security of Western Balkan 
countries, including the Republic of Serbia.

From the standpoint of the need to answer the main question and proving the hypoth-
esis set, we examined the impact of refugee crisis to the security levels of the Republic of 
Serbia. We examined the impact of refugee crisis to human security, societal security and 
national security.

RESEARCH RESULTS

The data on the impact of migrant crisis are collected through survey technique. In 
total, there were 92 experts – specialists for security (intentional sample) that were surveyed 
(on a questionnaire of a semi-closed type). Through the questionnaire, we collected the at-
titudes on mutual impact of the security level of experts tested, as well as attitudes on indica-
tors – contents for each security level individually.

For data processing and evaluation of the mutual impact of security level in rela-
tion to the Republic of Serbia, we applied DEMATEL method (Wu et al, 2007; Yang, 
2008;Moghaddam, 2010; Sumrit,& Anuntavoranich, 2013).

This method (English: Decision – Making Trial and Evaluation Laboratory) was ap-
plied in order to determine the total direct and indirect impacts of each factor – security 
level to other factors – other security levels, as well as applied impacts from other factors 
(Moghaddam, 2010).On the same principle, we have also considered the contents – indi-
cators of each security level mutually. By the application of DEMATEL method we have 
determined the connections and strengths of the impact of factors (security level, i.e. indica-
tors) in relation to the refugee crisis. In addition, by the application of DEMATEL method 
we have eliminated less significant factors which do not affect other factors during refugee 
crisis.

Each of the respondents has performed the evaluation of mutual impact of the se-
curity level of elements, i.e. contents through which each security level is manifested. 
According to the procedure of DEMATELmethod in the first step each respondents has 
performed the comparison of security level per pairs and evaluation of each respondent is 
shown through a non-negative matrix of the evaluation of mutual impact of security levels 
(Sumrit,&Anuntavoranich, 2013).Based on individual matrices of mutual impact of security 
level of each respondent we have calculated average values and developed the matrix of a 
direct impact of security level (Table 1).



THE IMPACT OF REFUGEE CRISIS ON THE SECURITY OF WESTERN BALKAN COUNTRIES
35

Table 1: Matrix of a direct impact of security level

Level Human security Societal security National security
Human security 0,00 1,31 2,63
Societal security 2,57 0,00 3,31
National security 1,43 2,42 0,00

In the second step, there is normalization of the matrix of direct impact performed ac-
cording to the formula 1.

 









=

∑ ∑
=

=≤≤≤≤

n

j

n

i ijniiji xx

xD

1
111 max,maxmax

      (1) 

 

where – normaized matrix of a direct impact,
X – element of the average matrix of the evaluation of mutual impact.

Each element of the matrix of direct impact of security level is divided by the maximum 
value of the sum of columns and rows of the matrix of direct impact and a new matrix is 
formed – normalized matrix of a direct impact (Table 2).

Table 2: Normalized matrix of a direct impact of security level

Level Human security Societal security National security
Human security 0,000 0,220 0,443
Societal security 0,433 0,000 0,557
National security 0,241 0,407 0,000

In the next step, by the matrix of total impacts we expressed the overall relations be-
tween each pair of security levels. Elements of the matrix of overall impacts of security levels 
are calculated according to the formula 2, and the matrix is shown in Table 3.

Table 3: Matrix of overall impacts of security levels

Level Human security Societal security National security
Human security 0,668 0,863 1,220
Societal security 1,223 0,926 1,615
National security 0,900 0,992 0,951
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Where: 
 T – is the matrix of overall impacts, 
  I – unit matrix of impact,  

ijt - element of overall impacts.  

 
Based on previous table we determine whether migrant crisis affects a certain security 

level by calculating the value threshold. The value threshold provides the data on impact 
direction, i.e. whether the level of security affects other levels of security or the direction 
is opposite. Value of the elements in matrix of overall impacts greater than value threshold 
points to the existance of the impact and value of elements less than value threshold points 
to the existance of the dependence.

If only one security level depends on other security levels and does not affect the other 
security levels (which is not the case here), that level is not significant for migrant crisis. By 
comparing the values in the matrix of overall impacts of security levels with the calculated 
value threshold we determine whether security levels are significant or not. Namely, if all the 
values of one level are less than value threshold, then that level is not significant for migrant 
crisis.

Value threshold is calculated as arithmetic mean of the matrix of direct impacts of the 
security level by the formula 3and it is 1,04. Having in mind that there is not a single security 
level that has all the values less than value threshold, we can conclude that all security levels 
are significant from the standposint of potential danger from refugee crisis (Table 4).
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where: 
α - value threshold, 
N – total number of the elements of matrix T. 
 

Table 4: Comparsion of the elements of matrix of overall impacts of security levels to the value 
threshold

Level Human security Societal security National security
Human security 0,668 0,863 1,220
Societal security 1,223 0,926 1,615
National security 0,900 0,992 0,951
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By calculating the sum of mutual impact we obtain the total value of each security level 
(table5). Ranking of the impact of refugee crisis to the security level is obtained according 
to impact sum.

Table 5: Ranking of the impact of security level

Level Human 
security

Societal 
security

National 
security

Total 
individual 

impact level
Level rank

Human security 0,668 0,863 1,220 2,751 3
Societal security 1,223 0,926 1,615 3,764 1
National security 0,900 0,992 0,951 2,843 2

As you can see in the Table 5, and based on mutual impact of security level, refugee 
crisis mostly endangers societal security, then national, while the least endangered is human 
security.

In the same way as for the security levels, we determined the impact of migrant crisis 
on indicators of each security level individually.

In Tables 6 to 10 we observe the impact of migrant crisis to the factors – contents of 
human security.

Table 6: Matrix of a direct impact of human security factor

Factor Ecological 
security

Security 
of social 

communities

Economic 
security

Political 
security

Personal 
security

Ecological security 0,000 3,000 3,000 2,750 2,450
Security of social 
communities 2,800 0,000 3,100 2,700 1,900

Economic security 3,350 3,450 0,000 3,250 2,000
Political security 3,050 2,500 3,250 0,000 2,650
Personal security 2,050 2,250 3,050 2,950 0,000

Table 7: Normalized matrix of a direct impact of the human security factor

Factor Ecological 
security

Security 
of social 

communities

Economic 
security

Political 
security

Personal 
security

Ecological security 0,000 0,242 0,242 0,222 0,198
Security of social 
communites 0,226 0,000 0,250 0,218 0,153

Economic security 0,270 0,278 0,000 0,262 0,161
Political security 0,246 0,202 0,262 0,000 0,214
Personal security 0,165 0,181 0,246 0,238 0,000
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Table 8: Matrix of total impacts of human security factors

Factor Ecological 
security

Security 
of social 

communities

Economic 
security

Political 
security

Personal 
security

Ecological security 1,690 1,845 1,975 1,876 1,522
Security of social 
communites 1,798 1,574 1,895 1,795 1,422

Economic security 2,008 1,974 1,890 2,005 1,578
Political security 1,924 1,852 2,023 1,730 1,556
Personal security 1,726 1,696 1,866 1,780 1,267

Table 9: Comparison of the elements of matrix of total impacts of human security factors with 
value threshold

Factor Ecological 
security

Security 
of social 

communities

Economic 
security

Political 
security

Personal 
security

Ecological security 1,690 1,845 1,975 1,876 1,522
Security of social 
communites 1,798 1,574 1,895 1,795 1,422

Economic security 2,008 1,974 1,890 2,005 1,578
Political security 1,924 1,852 2,023 1,730 1,556
Personal security 1,726 1,696 1,866 1,780 1,267

Table 10: Ranking of the impact of human security factors

Factor Ecological 
security

Security 
of social 

communities

Economic 
security

Political 
security

Personal 
security

Total 
individual 
impact of 

factors

Rank of 
factors

Ecological 
security 1,690 1,845 1,975 1,876 1,522 8,908 3

Security 
of social 
communites

1,798 1,574 1,895 1,795 1,422 8,484 4

Economic 
security 2,008 1,974 1,890 2,005 1,578 9,455 1

Political 
security 1,924 1,852 2,023 1,730 1,556 9,085 2

Personal 
security 1,726 1,696 1,866 1,780 1,267 8,335 5

As it can be seen in the Table 10, and based on mutual impact of the factors, human 
security can, to the highest extent, be endangered by the impairment of economic security, 
and the least by endangering personal security.

In Tables 11 to 15 we observe the impact of migrant crisis on the factors – contents of 
social security.
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Table11: Matrix of a direct impact of human security factor

Factor Religious identity National identity
Religious identity 0,00 2,50
National identity 3,35 0,00

Table 12: Normalized matrix of a direct impact of human security factor

Factor Religious identity National identity
Religious identity 0,00 0,75
National identity 1,00 0,00

Table 13: Matrix of overall impacts of the human security factors

Factor Religious identity National identity
Religious identity 1,000 0,000
National identity 0,000 0,998

Table 14: Comparison of the elements of the matrix of total impacts of human security factor to 
the value threshold

Factor Religious identity National identity
Religious identity 1,000 0,000
National identity 0,000 0,998

Table15: Ranking of the impact of human security factors

Factor Religious 
identity

National 
identity

Total 
individual 
impact of 

factor

Rank of factors

Religious identity 1,000 0,000 1,000 1
National identity 0,000 0,998 0,998 2

When it comes to societal security, based on mutual impact of factors, we do not ob-
serve any significant difference. However, it is necessary to point out that societal security 
is mostly endangered by refugee crisis and thus the indicators of this security level are also 
rather endangered.

In Tables 16 to 20 we observe the impact of migrant crisis to the factors – contents of 
national security.
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Table 16: Matrix of a direct impact of national security factors

Factor Economic 
threats

Increase of 
intolerance 
extremism 

and violence

Social 
disorganization 
in critical areas

Criminal 
activities

Economic threats 0,00 2,98 2,38 2,81
Increase of intolerance 
extremism and violence 3,17 0,00 3,17 2,33

Social disorganization in critical 
areas 2,95 2,38 0,00 2,76

Criminal activities 3,45 2,86 3,45 0,00

Table 17: Normaized matrix of a direct impact of national security factors

Factor Economic 
threats

Increase of 
intolerance 
extremism 

and violence

Social 
disorganization 
in critical areas

Criminal 
activities

Economic threats 0,000 0,305 0,244 0,288
Increase of intolerance 
extremism and violence 0,325 0,000 0,325 0,239

Social disorganization in critical 
areas 0,302 0,244 0,000 0,283

Criminal activities 0,353 0,293 0,353 0,000

Table 18: Matrix of total impact of the national security factors

Factor Economic 
threats

Increase of 
intolerance 
extremism 

and violence

Social 
disorganization 
in critical areas

Criminal 
activities

Economic threats 1,809 1,864 1,907 1,921
Increase of intolerance 
extremism and violence 2,120 1,689 2,020 1,841

Social disorganization in critical 
areas 2,021 1,804 1,695 1,787

Criminal activities 2,323 2,080 2,213 1,808
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Table 19: Comparison of the elements of the matrix of total impacts of national security factors to 
the value threshold

Factor Economic 
threats

Increase of 
intolerance 
extremism 

and violence

Social 
disorganization 
in critical areas

Criminal 
activities

Economic threats 1,809 1,864 1,907 1,921
Increase of intolerance 
extremism and violence 2,120 1,689 2,020 1,841

Social disorganization in 
critical areas 2,021 1,804 1,695 1,787

Criminal activities 2,323 2,080 2,213 1,808

Table 20: Ranking of the impact of national security factor

Factor Economic 
threats

Increase of 
intolerance 
extremism 

and violence

Social 
disorganization 
in critical areas

Criminal 
activities

Totalin-
dividual 

impact of 
factors

Rank of 
factors

Economic 
threats 1,809 1,864 1,907 1,921 7,501 3

Increase of 
intolerance 
extremism and 
violence

2,120 1,689 2,020 1,841 7,67 2

Social 
disorganization 
in critical areas

2,021 1,804 1,695 1,787 7,307 4

Criminal 
activities 2,323 2,080 2,213 1,808 8,424 1

As it can be seen from the Table 20, and based on mutual impact of factors, national 
security can greatly be jeopardized by the increase of criminal activities and least in case of 
disorganization of society in critical regions.

Based on the processing of data by applying DEMATEL method, we determined that 
refugee crisis significantly affects all three security levels. However, based on results pro-
cessed we determined that this significance is not the same. Namely, the refugee crisis has 
the greatest impact on societal security, while the least impact it has on human security. In 
addition, the significance of refugee crisis for the indicators of security level is not the same.

Based on the implemented study, we can conclude the following:
1. There is a positive verification of the set general hypothesis performed and it says:
Refugee crisis has a significant impact on security levels of the Republic of Serbia. This 

impact is different in relation to security levels. Refugee crisis represents the greatest threat 
for the societal security of the Republic of Serbia. Refugee crisis is the significant threat for 
the national security of the Republic of Serbia as well, while the human security of refugees 
is least endangered.
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With the results obtained we achieved the general goal and special goals of the research, 
i.e. we determined the impact level of refugee crisis to the different security levels and the ex-
tent of the threat that refugee crisis represents for the societal, national and human security.

Research is scientifically justified because through the research results we come to sci-
entific knowledge at the level of scientific explanation of the connection between refugee 
crisis and security level, as well as the application of the new method (DEMATEL method) 
in the study of occurrences in the field of security.

Social justification reflects itself in the fact that research helps in developing control 
social and state factors in order to have a better monitoring of the phenomenon of refugee 
crisis and efficient reacting of the state and society to it.

DISCUSSION

It might seem at the first sight that the results we have reached by applying the exami-
nation method – survey and DEMATEL are surprising. However, having in mind the tradi-
tion and culturological base of Serbian nation, as well as the experience from war conflicts 
during the whole XX century, including recent experiences from civil war on the territory 
of former SFRY, we can reach certain conclusions that are in favour of the research results.

Namely, according to the research results the greatest threat from the refugee crisis is to 
the societal security. Reference indicator of societal security represents the collective iden-
tity (Panić, 2009).This level of security refers to the ability of society to preserve its essential 
characteristics due to variable circumstances and in spite of possible or real threats (Hough, 
2004). According to the prominent sociologists, in the center of societal security we have the 
national identity (Anderson,1991).However, having in mind the experience of the Serbian 
people through centuries, we can rightfully include religious identity into main indicators 
of societal security. Danger for the societal security is not the consequence only of refugee 
crisis, but also of the other global changes, primarily economic crisis, BREXIT, which has af-
fected even greater drop of the employment. With the beginning of SFRY industrialization, 
the migrations of the population to bigger cities also began and this process was the most 
expressed in the beginning of the XXI century. In addition, the beginning of the XXI cen-
tury has also led to the continuation of migrations of population to the countries of Western 
Europe. Today, the most competent and professional part of population goes to Western 
Europe, mainly young people. All of this has led to a difficulty demographic situation, and 
as main indicators of this we can mention big age of the nation and numerous regions that 
are left without or are being left without population with working ability. In such a situa-
tion, the inflow of a great number of refugees could lead to tectonic disorders in regard of 
national and religious identity in the Republic of Serbia. Greater part of the countries of Eu-
ropean Union is aware of the problem of endangering societal security. Schengen Agreement 
is almost not applied at all anymore, European values do not exist anymore and European 
countries try to keep the outlines of their identity precisely through the cultural – ethnical 
principle of the nation and state. These countries, whose concept of nation – country was 
taken over by most other European countries, have under the impact of big capital, global 
corporations in previous period, in the search for the workforce, imported a great number 
of Arabic people, by which European Union gains in multiculturality. However, there comes 
to a problem when multiculturality grows into multinationality and when, as until now, no 
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matter how paradoxically it seems, the rights of minorities supported by the same countries 
(the most obvious example is the support for Albanians in Kosovo and Metohija) grow into 
confessional, cultural and national terror of the minority over majority under the excuse of 
the rights of minority in the so-called civil society.

Unlike cultural – ethnical principle of nation and country, state-territorial principle 
has immediately shown its consistent character. Multiculturality is possible and it develops 
through civil organizations, but the very thought of multinationality is strictly punished 
and disabled. The examples of this are precisely the countries, founders of such an approach 
in the perception of the nation, USA and Great Britain (primarily England). Having in mind 
the above-mentioned, we can observe the significance of the impact of refugee crisis to the 
societal security of the Republic of Serbia. While all others are protected in all possible ways, 
in these countries, particularly those where Orthodoxy dominates, there is so-called citi-
zenship based on ateism created, as the greatest paradox of the false civil society. The best 
example for that is the American civil society, in which there exists (in its own way) a prin-
ciple one citizen – one vote, rather than one nation one vote. In addition, American civil 
society, as well as the Anglo-Saxons in England, do not have a problem with the fact that 
each President of the USA decorates a tree for Christman, rather than New Year and that he 
is a believer, orthodox-protestant, as a rule. However, civil society in the Republic of Serbia 
seems to be bothered by orthodox believers, Serbian Orthodox Church, because civil society 
must be atheistic, or at least agnostic. In it, each person has its right to vote, under the con-
dition that he/she is the citizen, even if he/she is against the country he/she lives in (can we 
expect of a Bosniak or an Albanian on the territory of Serbia to be greater citizen of Serbia 
than greater member of ethnical group – nation, i.e. Albanian or Bosniak). In such condi-
tions of pseudo-citizenship, the Republic of Serbia faces the refugee crisis with all economic 
difficulties that they have encountered. In such a conditions, the security system of the Re-
public of Serbia according to all its functions must react in a manner to proactively pro-
tect primarily the cultural, national and religious identity of own people and sovereignty of 
own territory (Anthony Smith distinguishes main characteristics of national identity which 
unite and strengthen it: historical territory, i.e. native country, common mythology and 
historical memory, common culture, common rights and duties of all members of commu-
nity and common economy that implies territorial mobility of all members (Smith, 1991)).
Bad migration policy would, through a small door, allow the migration of diverse people of 
other confessionalities in the territory of the Republic of Serbia, hoping that someone else 
will solve this problem later. That somebody, if it comes to that, can only be able to define 
the situation which will be that Serbia is a multinational country in which the Serbs do 
not have their religious and national identity anymore. In addition to the vulnerability of 
societal security, there is also the statement of the spokesman of European Union Natasha 
Berto that European Union will, based on the Readmission Agreement, return to Serbia all 
the migrants who don’t get the asylum in the countries of European Union, based on which 
a great number of refugees would be returned to Serbia.

Having in mind everything previously mentioned, we can conclude that there are nu-
merous agruments that are in favour of the realized search and vulnerability level of the 
security of the Republic of Serbia, as a consequence of refugee crisis.

Research has shown that refugee crisis has a significant impact on national security of 
the Republic of Serbia as well (we must mention that it is extremely difficult to autonomously 
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observe security levels having in mind that each security level is partially contained in other 
levels as well). From the standpoint of the national security, here we do not observe only a 
classical concept that refers to military threats to security. Namely, in this paper we primar-
ily observed a new concept of national security whose main indicators (examined in the pa-
per) are: increase of intolerance, extremism and violence and social disorganization in criti-
cal areas; criminal activities and economic threats. In addition, within national security, we 
also observed the segment of regional threats to security (specificity of security issues that 
refer to the region of Western Balkan). Increase of intolerance, extremism and violence is 
not the characteristic of Serbian people, regardless of the corrupted media image in the last 
decades. Namely, today, for example, only a small number of people knows that the Serbs 
have, in the first attack of the Nazi Germany, taken tens of thousands of Slovenian to their 
homes (among others, there was also the first president of the Independent State of Slovenia, 
Milan Kucan). Serbian people are not prone to xenophobic approach, although they are con-
stantly being attacked by xenophobic environment. In addition, for the majority of refugees, 
the Republic of Serbia is only a transient station in the search for a better life so that accord-
ing to this indicator national security is not directly endangered. Having in mind previous 
experiences, except the extreme situations, social disorganization in critical regions is also 
not endangered, having in mind that the Republic of Serbia is not a final destination for the 
refugees and the economic vulnerability is not in the forefront. However, we must stress that 
mass inflow of refugees must lead to the problems of social disorganization if the borders 
remain closed from the part of Hungary, Croatia, Slovenia and Bulgaria. In this case, there 
can come to the blocade of borders, interruption of road and railway transport, more serious 
impairment of peace and order, conflicts between the police, refugees, demonstrators and 
so on. There is also a danger from criminal activities and regional threats for security. In the 
territory of the Republic of Serbia, as well as entire Balkan, i.e. Mediterranean Route, there 
comes to human trafficking. There are frequent illegal passings across the state border which 
brings to question the ability of the state to establish the control over its territory (Vietti & 
Scribner, 2013).In addition, the abuses of false identity are also possible, as well as weapons 
and human trafficking, trafficking of drugs, cultural goods from the war-affected regions, 
etc. Unlike the terrorist attacks that take place throughout Europe, the Republic of Serbia 
still hasn’t been the target or terrorist groups. This is a consequence of a rational and respon-
sible approach towards the refugees, as well as the fact that the Republic of Serbia, for now, 
is not an interesting region for expressing terrorist activities (Serbia does not in any manner, 
materially or military, support or take part in conflicts in Asia and South Africa).

Refugee crisis, along with economic crisis, BREXIT, increase of nationalism throughout 
Europe and serious political crises in the Former Yugoslav Republic of Macedonia (FYRM), 
on Kosovo and Metohija and Bosnia and Herzegovina, as well as, once again, stressing of 
the hatred towards the Serbs in the Republic of Croatia (returning to the so-called roots of 
the Independent State of Croatia from the Second World War) significantly affects the in-
crease of the regional threats for the security of the Republic of Serbia. It is required also to 
stress the desires that last for centuries to connect the “green transversal” from the region of 
Asia Minor and Near East with Europe which leads precisely through the region of Western 
Balkan (with the support of some Western countries). In addition, there is also the desire 
of Albanians to form the Great Albania as a secular, civil state (creation of a civil state is 
anticipated by the support of the West, especially USA), although it is about the attempt to 
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create an Islamized state, which is the ultimate goal of the Turkey and some Arabic coun-
tries where Islamic fundamentalism blossoms and this is something that can endanger the 
security of the Republic of Serbia in the future.

Based on the research results, we can observe that the refugee crisis has the least impact 
on human security. Namely, historicaly observed, the Republic of Serbia has encountered 
humanitarian catastrophes many times. From the closer past, the examples of it are the 
inflow of about 300.000 Serbs from Croatia in 1995, as well as a few hunderds of thousands 
refugees, non-Albanians, from the region of South Serbian province – Kosovo and Meto-
hija. Such a refugee wave in the end of XX century has left a deep trace in Serbia people and 
developed a human relationship towards the refugees. In addition, faced with the problems 
mentioned, state institutions have developed efficient mechanisms in case of the inflow of 
a great number of refugees. From the aspect of human security, the Republic of Serbia has 
established legal mechanisms, registered the refugees that entered its territory and offered 
the protection to the refugees. There is provided physical security and protection for them, 
physical and sexual violence is prevented, as well as human trafficking, separation of fami-
lies due to deportation, and in open centers for the reception of refugees there are main con-
ditions for life and health protection provided (main elements of human security of refuges 
are explained by Vietti & Scribner, 2013)). All of this has brought to the incidents between 
domicile population and refugees to be rare, as well as that the order among refugees is kept 
under control, while smaller or greater incidents were efficiently solved (human security 
of refugees in Serbia is by far at a higher level in relation to FYRM, Hungary, Greece and 
Croatia where refugees are being maltreated, humiliated by the police and kept in inhumane 
conditions (Al Jazeera, 2015; Tanjug, 2015). In all fields of human security, from personal to 
economic security, there is an efficient protection of refugees in the Republic of Serbia.

CONCLUSION

It is certain that the problem of refugee crisis is omnipresent throughout the Europe. 
Although final destinations of the majority of refugees are the rich countries of Western 
Europe, we must not forget that the route of their movement is the region of Western Bal-
kan. This region, which includes the Republic of Serbia, is even without refugee crisis faced 
with numerous security problems. Refugee crisis can only deepen security challenges of 
the Western Balkan and the Republic of Serbia. It can lead to the change of ethnical and 
confessional structure, especially in case of closing the borders and prevention of further 
movement of migrants towards the North from the part of countries of European Union. 
This danger can in the future bring even to the disappearance of some nations and countries 
in the region of the Western Balkan, especially orthodox people.

The Republic of Serbia must be especially aware of this danger because it was exposed to 
enormous, multi-million suffering, through the wars during XX century, as a consequence 
of wrong evaluations and wrong strategic decisions. In that aspect, we must also observe 
the results of this research, which is carried out in order to determine the impact of refugee 
crisis to different levels of security of the Republic of Serbia. In that aspect, it is required 
to develop future directions of studying this issue in order to be able to timely react to the 
future security challenges related to the refugee crisis. In addition, it is required also to pre-
pare state apparatus, institutions and society as a whole in case of another exodus of Arabic 
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population through “Balkan route”. In addition, it is required to develop national strategy 
in order not to bring into question the territorial integrity, national and religious identity 
of Serbian country and Serbian people in case of further expansion of refugee crisis. On the 
other hand, it is required to still nourish human relationship towards refugees and be aware 
of the fact that being a refugee is not something that is someone’s desire but it is the lack of 
possibility to have a dignified life in the countries they had to escape from.
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Abstract:  The fourth industrial revolution (in which the industry and 4.0), initiated by the develop-
ment of new information and communication technologies (ICT), is ongoing. All aspects of the change 
that will be brought by the industry 4.0 cannot be reliably observed, in addition, it is certain now that 
it will make significant changes in the way the company operates. By analysing the content of docu-
ments on technological trends and directions of the development of industry 4.0, we are forecasting 
their impact on company strategies in the new business environment. The paper aims to emphasize 
that a successful company strategy will be based on an innovative business model that is adapted to 
digital business industry 4.0.
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advantage.

1. INTRODUCTION

The concept, which is called “Industry 4.0”, was created in specific geopolitical circum-
stances, primarily as an attempt by the German government to mitigate the negative effects 
of the global economic (mortgage) crisis, but also to ensure the long-term growth of its own 
economy in new circumstances. The initial version of the concept was created in 2011 on a 
proposal from the German government that in 2014, with certain amendments received the 
current form and became the national strategy of industrial development of the German 
economy. Today, the term Industry 4.0 refers to the widely accepted concept of development, 
but with the focus on the development and vertical and horizontal integration of small and 
medium-sized technology-oriented organizations in the manufacturing sector.
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Concept Industry 4.0 aims to provide a continuous and clear insight into all phases of 
production by applying Information and Communication Technologies, to vertically and 
horizontally import manufacturers, and to enable product monitoring and improvement 
throughout product lifecicle.Industry 4.0 is becoming a strategic industrial development 
initiative, which is largely based on the application of the Embedded software system as well 
as the development and application of products (and /or semi-products) with embedded 
semantic memory.

2.  INDUSTRY 4.0: CONCEPTS, GOALS AND BASIC 
TECHNOLOGICAL DETERMINANTS

Germany Trade and Invest (GTAI) defines Industry 4.0 as: “a paradigm shift, made 
possible by technological advances which constitute a reversal of conventional production 
process logic. Simply put, this means that industrial production machinery no longer simply 
“processes” the product, but that the product communicates with the machinery to tell it 
exactly what to do” (Sniderman et al. 2016). The concept of Industry 4.0 is based on the Digi-
tal Connecting and Networking of Cyber Physical Systems (CPS). It represents the basis, or 
ecosystem for connecting, via the Internet, things, people and services (using the same tech-
nologies as the Internet of Things-IoT, so it’s also often called Industrial IoT). As far as the 
basic principles from which the concept is developed, they can be grouped and displayed as:

•	 Interoperability;
•	 Virtualization;
•	 Decentralization;
•	 Modularity;
•	 Focus on service development;
•	 Ability to view information in real time.

In addition, to specifying the basic principles, it is necessary to emphasize that the con-
cept of Industry 4.0 requires intensive mathematical operations and computer processing on 
multiple levels. Because of this, machine learning comes in the central focus, also because 
the adaptability of the infrastructure depends on the application of artificial intelligence 
(Bhandari et al., 2016). The adaptability of production and supply chain largely depends on 
artificial intelligence (Ai) and the way in which it is applied in certain segments.

3.  BASICS AND THE MOST IMPORTANT OBJECTIVES OF THE 
CONCEPT

According to Deloitte University Press, when it comes to the concept of Industry 4.0, 
very often there are also other terms such as Connected Enterprise, SMART Manufacturing, 
Smart Factory, Internet of Things for Manufacturing, all of which point to the very essence 
of the concept (Sniderman et al., 2016 ). The essence of the concept is based on the symbiosis 
of advanced production techniques and information technologies. What it means is process-
ing of data and their exchange through the supply chain and operational technology.

This integrated system creates new ways of creating. This is why it is once again empha-
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sized that “Industry 4.0 connects embedded system production technologies and smart pro-
duction processes to pave the way to a new technological age that will radically transform 
industry, products, production value chains and business models” (Sniderman et al 2016).

This concept is considered in the context of this research from two aspects: the concept 
of industrial development of organizations, as well as the development strategy and trans-
formation business. New technologies create a new business logic that will make the exist-
ing way of doing business ineffective. It is therefore said that new technologies are breaking 
down or destroying the existing state of things in relation to existing industrial technologies 
and the way they work.

The goal of exploiting the business opportunities that disruptive technology creates, 
which basically make up the core of the Industry 4.0 organization, is increasingly focused 
on the strategic level (McKinsey&Company,2016, p.2):

•	 Achieving	the	full	new	perspective	of	strategic,	but	also	operational	effectiveness;
•	 	Conducting	transformation	of	existing	ones	and	creating	completely	new	business	

models;
•	 	Creating	and	continually	improving	the	platform	for	the	digital	transformation	of	

its own business with the construction of new business ecosystems with the ten-
dency of adopting and applying new technologies as well as the global strategic 
initiative of high-tech development.

Taking into account all of the above, as well as by consulting the relevant literature in 
the above area, it is necessary to give a sublimated overview of the basic objectives of the 
unconceived concept as shown in Fig. 1.

Fig. 1: Sublimated view of the most important objectives of the concept Industry 4.0. 
(Sniderman, B., Mahto, M. &Cotteleer, M., 2016).
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3.1.  More significant technologies that make up the core of the 
concept

Considering that the core of the Industry 4.0 concept is composed of several advanced 
ICT technologies that largely initiate and enable the successful transformation of the exist-
ing business models, a brief overview of the aforementioned technologies is given. We cite 
shortened explanations of certain terms.

Cyber PhisicalSystems (CPS)represent an evolutionary new stage in product develop-
ment in the sense that these systems represent a unique entity consisting of a physical device 
or system and a built-in or embedded system.CPS basically represents a product enriched 
and complemented by a layer of electronics with software and a sensor system that collects 
product data, its current state and the mode of exploitation. The system sends the collected 
data to the central hub where they are processed, and in form of information, present to dif-
ferent stakeholders.

Manufacturing Executin Systems (MES)is in practice a third-level system that con-
nects business applications (software, usually ERP classifications) with real-time control and 
monitoring of production and production operations (Wilson, 2015). The advantages of the 
MES system are: lower production gaps, increased productivity, higher efficiency, complete 
integration. A complete business system works almost without interruption, as a single en-
tity.

BigDatais an analytical model for processing large amounts of data, of different for-
mats, that is rapidly changing. Today, most of the production and maintenance of industrial 
products is based on analyses made on a sample that roughly represents 1% of the total pro-
duction of a given industrial product. The use of the BigData model is based on the premise 
that in 99% of the remaining data generated by devices and products there is a hidden value 
that would increase the value of the product itself by discovery, collecting, grouping, ag-
gregation and use those data. The value would increase, both in terms of technical product 
improvement, product quality,enhancement and in terms of framing products for one of 
the accompanying services, that could be offered to current customers by turning them into 
users. BigData transmits the focus of business focus, from product manufacturing to value 
delivery. (Johansson et al. 2016).One of the essential technical and operational requirements 
that are being set up within BigData analytics is to provide structured data so that different 
users of systems with different roles can make a meaningful use.

Digital twin.Almost all industrial products today start their lives as digital (they are 
designed and manufactured by some CAD /CAM system) and only after the production 
phase they become physical products (Heppelmann, 2015).The idea of a digital twin is based 
on the automatic collection of data from the physical environment and their overlap with 
data from the digital world, in order to keep the product in motion throughout its lifecycle. 
The digital twin opens new opportunities for lifelong product management, such as those for 
further product development, its preventive maintenance, the provision of product-related 
services, and optimum product exploitation in terms of achieving maximum economic and 
technical benefits while meeting the requirements of sustainable development.The digital 
twin is based on(Mukkamala, 2016):

•	 	A	mathematical	model	(virtualization	model	for	a	particular	product,	the	model	on	
which	the	virtual	avatar	is	based);

•	 	Physical	model	 (equations	and	 relations	describing	 the	physical	object	 that	were	
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used	in	product	design));
•	 	Data	and	analytics	(statistical	models	and	data	analytics	used	to	monitor	product	

exploitation	and	manage	product	maintenance	and	improvements);	Real	data	com-
ing from the device.

Digital twins allow shorter time to arrive at important information - BigData technolo-
gies can aggregate and process data from different digital twin copies and get more reliable 
reports, which suggests that trends are more quickly noticed.

4.  STRATEGIC TRANSFORMATION OF THE CONCEPT OF NEW 
INDUSTRIAL PRODUCTION

The transformational impact of ICT we can see on the creation of so far non-existent 
habits and consumer needs and on the creation of entirely new market segments which cre-
ates a special need to change the strategic paradigm of the organization to adequately re-
spond to modern business challenges (Ilić, Marković & Ivannikov,  2017. pp. 57-70). Accord-
ing to the President of the German Academy of Sciences Professor Henning Kagermann, 
the main goal of Industry 4.0 as a concept is to achieve the strategic advantage of “mass cus-
tomization”, ie through a higher degree of production of products tailored to the individual 
needs of customers, but at the cost of mass production (Kagermann, 2015).

The above concept is based primarily on the collection of data obtained from the pro-
duction machines, but also the product itself, which serve as the basis for creating additional 
value delivered to the customer or client.For the purposes of “mass customization” it is nec-
essary to change the production process, so production information is no longer only pre-
sent on machine tools, but on internal transporters that transport parts during production 
and who knows what next operation and which machine should be implemented.

The idea is that all production lines are plug and play type and that the equipment is 
composed of standard building blocks at the level of the device itself. Industry 4.0 implies 
the virtualization of production machines in order to optimize the process over virtual cop-
ies of machines from the real world. Furthermore, Industry 4.0 must meet the digital conti-
nuity condition that must exist between design, production and digital model, preferably on 
a single platform, because only in this way can all product data be available to all interested 
parties and be used within separate technical and technological systems that must cooperate 
with each other(Szigeti, 2015).

The influence of this concept on the transformation of the product itself is radical and 
“it”, according to which the product within the concept of Insure 4.0 differs in relation to 
the traditional way of production is the fact that the product itself is also a container with 
information. Semantic memory is added to each product during production and constantly 
updating with new information that can be used as a service log of an individual product. 
The information collected in this way can later be used for maintenance, checking of the 
load and harmonization of working and exploitation characteristics as well as for predictive 
maintenance in order to reduce periods when the product is not in function.

The concept of product with memory is critical to the success of the Industry 4.0 strat-
egy (Mantle, 2014). Thanks to this concept, it is possible to monitor the product throughout 
the production plant during its formation, but also later throughout its lifetime by collecting 
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a critical amount of data necessary for the implementation of various analyses necessary for 
constant improvement of the product, but also for making optimal strategic and operational 
decisions.

A sublimed view of the potential transformational impact that the Industry 4.0 concept 
can have on modifying existing and creating new products is that in the following figure 2:

Fig. 2: Potential transformational impact of the Industry 4.0 concept on modifying existing and 
creating new products (Sniderman, B., Mahto, M. &Cotteleer, M., 2016).

All of the above mentioned drastically influences to thedelivery of higher value to con-
sumers, through the development of a smart manufacturing process and smart products 
which, with the creation and implementation of a new business model, will represent the 
backbone of achieving a sustainable competitive advantage in the coming years.

5. STRATEGIC TRANSFORMATION AND A NEW BUSINESS MODEL

According to the group of authors (Stefanovic, Milosevic, 2012), the strategy is one of 
the pattern or models by which the business model is transformed. The business model is a 
combination of functional strategies from which the operational processes of realization are 
further developed.

For most of the business transformation of business models and redesign of business 
processes ICT has initiated to transformation. This particularly applies to technologies that 
form the core of the Industry 4.0 concept, and in particular one technology platform that 
can be called “ubiquity computing”. In this sense ubiquiti is a feature of the larger system 
that represents the capability that all minor system ie nodes can communicate eachother 
smoothly and in real time without any restrictions, ie processing data and information in 
any nodes of asystem according to needs. This practically means that all products, manu-
facturers, service users, subcontractors, workers and semi-products, and even the materials 
from which the products are made already have an embedded communication capability 
and that it is continuously taking place. At the level of production facilities and factories, 
this was possible until now, but it was limited to remote control and control of the correct-
ness of machines and processes.

Today, thanks to the built-in communication layer and logic, the products themselves 
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can communicate both with machines that produce them and with a central data pool with 
which all other stakeholders are also connected. Since all nodes communicate with unique 
hub, which is also a product data repository, it is possible to use the data in new ways and 
even share it with the end-users of the product, thereby building brand confidence, enhanc-
ing product quality with the tendency of achieving a sustainable competitive advantage.

The mentioned technologies on which the Industry 4.0 concept are currently being re-
alized, in future will have an even greater impact as anaccelarator of changes in the business 
environment, primarily in the following segments:

•	 Reducing	the	time	required	for	Return	on	Investment	(ROI);
•	 Create	more	values	in	as	short	a	time	interval	as	possible;
•	 	Moving	from	a	producer	to	the	paradigm	of	a	service	provider	that	delivers	a	new	

value	to	its	users	(the	user	buys	a	solution	rather	than	a	product);
•	 	Transformation	and	shift	of	focus	from	products	and	physical	systems	to	creating	

new services based on products that we have been offering on the market by the 
specific moment (Xu, 2015).

From a strategic point of view, the transformational impact of the above concept In-
dustry 4.0 can be viewed through the prism of business operations and through the prism of 
business growth, as shown in Figure 3.

Fig. 3: Industry 4.0 transformation plays(Sniderman, B., Mahto M. &Cotteleer, M., 2016).

Observed from the strategic aspect of the concept Industry 4.0.initiates technological 
and organizational changes, but also initiates a transformation of the way to generate profits. 
For example, in the early stages of the implementation of the concept, the largest part of the 
profit in the manufacturing sector is generated from hardware-based production dominated 
by physical products, while after a reserved period after the implementation of the concept, 
and especially by introducing appropriate technologies, an ever-increasing profit is gener-
ated on software-based products ie services that were originally based on physical products.
The introduction of the aforementioned ICT technologies in the production, but also in 
the total business of organizations, are also transforming processes in manufacturing value 
chains(Porter, Heppelmann, 2015, pp.5-6).
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The above mentioned new business model and full vertical and horizontal operational 
value chains basically represent a holistic approach to the organization that connects, busi-
ness model, processes and ICT.

Based on the impact of the Industry 4.0 concept and the greater use of ICT, there is a 
transformation of business models and value chains as shown in Figure 4.

Fig. 4: New business model & full vertical and horizontal operational value chains  
(PWC, 2016a,page 29).

In addition, it is necessary to further emphasize that the results of the research con-
ducted by ReinhardGeissbauer with associates and the patronage of the PWC unambiguous-
ly indicate that the “Platform Model” is the service within which services, data, information 
and products can be exchanged and accessible in a predefined way. In addition, products 
and their digital twins communicate with users via the platform, represent the most reliable 
business model (Baur, Wee, 2015, p.4).Also, the results of this research indicate that the or-
ganization that has adopted and owns the Platforma model de фаcто owns both, the buyer 
and	/or	the	user	(Geissbauer,	Vedsø,	Schrauf,	2016,	p.9).

The main problem of developing their own platform for most companies is high devel-
opment costs and necessary competencies. It is precisely the cost of developing your own 
platform and the lack of competencies that condition industrial companies to choose to 
adapt to already existing platforms dominated by Google, Amazon, Apple and Microsoft. 
The basic barriers that need to be overcome in the above, but also in different versions of 
business models based on Industry 4.0, relating to:

•	 The	level	of	data	quality	that	is	obtained	from	the	sensor,
•	 On privacy and data security,
•	 Data collection and processing costs(PWC, 2016, p.5).
From the point of view of the change of the business model brought about by the con-

cept of industry 4.0, it should be emphasized that the concept has a particularly great im-
portance on the value chains. By looking into the business model, it becomes clear that the 
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integrated value chain does not imply a single manufacturer, but a much larger composite 
cooperative entity that we can describe as a “virtual company”. This common business entity 
that is presented to the buyer /user as a manufacturer, and which in reality can represent a 
number of independent or partially dependent legal entities and business entities, practi-
cally compresses the business environment at the single point of the communication buyer 
/user - manufacturer /service provider.

Changes regarding the possibilities of insight through the entire value chains will in-
evitably lead to the transformation of the relationship between the producer and the co-
operative, especially thanks to the option of simultaneous insight into orders, which is an 
excellent platform for proactive adaptation to the new needs (Horus, 2015).The existence of 
a virtual organization that is presented as a production entity is a completely new business 
model that is increasingly encountered in business practice and is initiated by the concept 
of Industry 4.0.

6. CONCLUSION

„Those who are the last to go through the application of the concept Industry 4.0 and 
through the digitization of all business processes will be the first to die, that is, they will be 
the first to disappear from the business scene”(Zuhlke, 2016).This conclusion points to an 
unequivocal conclusion that can be drawn from the analysis carried out in the paper, which 
refers to the necessity of applying the concept called Industry 4.0.The concept positively 
influences the improvement of production efficiency, positively influences the raising of the 
level of adjustment of production and products, but also initiates the strategic transforma-
tion of organizations. This concept also positively influences the creation and implementa-
tion of new business models based on a higher degree of horizontal and vertical integration.

The conclusion of the world’s largest global survey, conducted by PWC in 2016 on the 
Industry 4.0 concept, is: at the end of thetransformation process, successful industrial com-
panies will become true digital enterprises, with physical products at the core, augmented 
by digital interfaces and data-based innovative services. These digital enterprises will work 
together with customers and suppliers in industrial ecosystem” (PWS, 2016a, p.4).

A significant number of authors and studies in the above area also suggest that organi-
zations that do not adopt the concept or organizations that do not strategically transform 
and create or adopt new business models will not be able to reach the desired level of sustain-
able competitive advantage in the new (digital) economy.
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Abstract:  Many fields of management in contemporary banking organizations have flourished due to 
advancement in engineering and technology particularly, in the IT sector.  Innovations which lead to 
digitalization assisted banks in improving business processes, ensuring competitive advantage, achiev-
ing better business results and, finally, gaining higher profits. The process of digitalization in banking 
requires a simple approach in order to make use of banking services by means of modern technologies 
easier, faster and cheaper. Digitalization in banking forced modern banks to reassess and change their 
traditional business methods that are for the most part based on the existence of “bricks-and-mortar” 
physical locations and to replace them with modern distribution channels, namely modern media, and 
the banking services based on them.
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1. INTRODUCTION

Digitalization is a process which shall engage all banks in the global market in the 
future, and banks that had recognized the importance of this process have already begun 
prospering in the market.  The process of digitalization refers to an organized, concise ap-
proach in which the services are provided in a far more simple and rapid way due to the im-
plementation of modern technology. The purpose of research paper to analyze the influence 
that digitalization has on contemporary banks’ management and to establish the perspec-
tive of this process in the future. Digitalization combined with successful business models 
could strengthen the position of banks in the market hence the motivation for this paper is 
reflected in an attempt to present the most important advantages as well as potential draw-
backs of digitalization in banking.  The main idea is to point out the crucial guidelines that 
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should be followed by the banks in the process of implementation of digitalization in busi-
ness in order to make it more successful.  I shall strive to demonstrate that digitalization is 
the future of bank management and that without it the survival of numerous banks around 
the globe could be brought into question in the recent future.

Information presented in research paper based upon available books and literature 
about the economy, finance, and other relevant fields. The practical aspect shall be intro-
duced through journals and articles regarding numerous practical examples and research 
that concern the subject of research paper, along with the information found on the relevant 
web pages that are to provide a different view on the given subject. The research is predomi-
nantly based on the research of theoretical outlooks on business models and digitalization 
in bank management, along with some examples from bank management for the sake of 
confirming the business models in practice.

2. LITERATURE REVIEW

This paper considers several business models and strategies that shall, become vital for 
the future of many companies. Blue Ocean Strategy is a business model that could ensure an 
intensely profitable growth (Chan Kim &Mauborgne, 2005), while the traditional concept of 
competitive advantage changes into the innovation value as a primary goal of the companies 
that aim to win the untapped market (Burke, Van Stel&Thurik, 2009). Open innovation is 
a concept that refers to the usage of internal and external knowledge, and the contact of in-
flow and outflow of knowledge is the best way to advance innovations in a company (Cheng 
&Huizingh, 2014). The Open Innovation Model is a practical tool that requires new strate-
gies and decisions for exploitation of innovative activities in management (Aranha, Prado 
Garcia & Correa, 2015). Furthermore, the Big Data concept is used in modern companies’ 
management, because nowadays all companies are focused on the implementation of tech-
niques for processing a large amount of data that could be highly useful (Bughin, 2016).

One of the most important processes of today’s companies is digitalization which is es-
tablished upon the application of modern technologies and which could boost every aspect 
of management (Forest & Rose, 2015). Digitalization in banks has a fundamental impact on 
the structures and processes in these financial institutions (Korner& Zimmermann, 2000), 
and is explained in detail in the third chapter of this research  paper.

3. DIGITALIZATION IN BANKING SECTOR

3.1. Implementation of digitalization process in banking industry

In the banking sector, specifically in the banking industry, changes that are great in 
degree and extent occur. These changes are conditioned by technological inventions. Owing 
to technology, especially inventions and innovations in the IT industry, banks are able to 
build new infrastructures and advance their services.
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In the context of digital services in the banking sector the European commission de-
fines digital services (public or private) as: “services that can be delivered through digital 
communication, e.g. internet, mobile phone network that might include delivery of digital 
information (e.g. data, content) and/or transactional services. They can be either public or 
private, e.g. e-government, digital banking services, e-commerce, music services (e.g. Spo-
tify), film/tv services (e.g. Netflix).” (EU commission 2017)

Digitalization is a type of innovation and therefore a business model for its implemen-
tation should be chosen. One of the many business models is matrix familiarity (Roberts 
and Berry, 1985), according to which different forms of innovational collaboration exist in 
the context of innovation developed by the bank

Banks are prone to developing radical innovations in collaboration with others, but 
inside the banks, they opt for incremental innovation. This happens because of the fact that 
banks often prefer to opt for the innovation they could implement themselves, such as Hen-
derson and Clark framework (Henderson and Clark, 1990). In order to develop radical inno-
vations, banks must acquire new capacities, which would increase the risk of failure. Robert 
and Berry suggest that the right strategy should be selected for the development of new 
products. Banks can develop new products on their own using incremental innovation but 
if the bank is not sufficiently familiar with the technology, in  this case with digitalization, it 
might be better for choice to select a less complex form of innovation implementation that, 
in this case, digitalization.

Whether the bank would choose digitalization as a form of innovation implement 
alone or in collaboration with some other subjects if they find a common interest depends 
on how complex is the digitalization for the bank of the technology for the implementation 
of this innovation as well as whether the bank has sufficient human and other resources.

Banks usually opt for the incremental innovations or, in case they have developed some 
radical innovation, for the collaboration with some scientific institutions

Within Henderson and Clark’s framework, it is indicated that products are systems, 
and that the systems of groups of components that is well composed perform the right func-
tion. This means that if we want to decompose a certain banking product such as opening a 
current account in a bank we are going to get these components:   The opening of a current 
account: bank, client, request, conditions, risk evaluation, identifying new user, a System 
is an interaction between these components.  Digitalization in banking brings numerous 
advantages. Firstly, as a result of digitalization, banks have space to expand the portfolio 
of their banking products and services. Digitalization also creates technological precondi-
tions for better interaction between bank and its clients and their expectations. A long-term 
improvement in communication with the existing users of banks’ services enhances banks’ 
performances and has a positive influence on their business results.

Expanding the portfolio of banking services, improving communication and anticipat-
ing the needs of the banking product and service users creates the possibility for increasing 
bank’s profit. Digitalization or digital transformation in management is present in various 
industries as well as in the whole society. This transformation brings numerous advantages, 
but unfortunately, it is a double-edged sword. On the other edge, there are certain treats that 
must be predicted by the persons or banks concerned and treated as known risks through 
the development of adequate strategies with the same importance as financial risks. (Allen, 
2013)
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The absence of physical contact leads to automation and dehumanization in the rela-
tionship between banks and their clients. In former times, however, clients used to choose 
their banks based on the locations of their branch offices or the affability of the bank officers.

According to the available information, the significant drop in bank visits, as much as 
30 per cent in the period between 2012 and 2015 according to British Banking Association.

According to FDIC, the number of teller transactions in America has decreased by 45 
per cent between 1992 and 2013.

Many countries and regions around the globe have recognized the importance of digi-
talization in banking. The European Commission strives towards creating a Digital Single 
Market. Based on the European Commission’s estimates, DSM could generate the income of 
€415 billion per year for the EU and create a couple of million jobs. The motivation for creat-
ing a DSM lies in the fact that in 2015 only 3 per cent of EU banks’ clients used the banking 
services in a foreignmember country, and only 1% of loans in Euros were granted abroad. 
(European commission, 2016)

3.2. Effective business models for digitalization in banks
After the global financial crisis, banks were forced to alter their business models in 

order to recover from it as well as to fulfill strict regulatory requirements. Additionally, pres-
sures to reduce operating costs, boost efficiency and find new sources of growth showed that 
it is necessary for banks to change their business models.

In theory as well as in practice numerous business models can be found. Gassmann, 
Frankenberger and Csik make distinction between as many as 55 models(Gassmann, 
Frankenberger&Csik, 2014): Add-on, Affiliation, Aikido, Auction, Barter, Cash Machine, 
Cross-selling, Crowdfunding, Crowdsourcing, Customer Loyalty, Digitization, Direct Sell-
ing, E-commerce, Experience Selling, Flat Rate, Fractional Ownership, Franchising, Free-
mium, From Push to Pull, Guaranteed Availability,  Hidden Revenue, Ingredient Branding, 
Integrator, Layer Player, Leverage Customer Data,  Licensing, Lock-in, Long Tail, Make More 
of It, Mass Customization, No Frills, Open Business, Open Source, Orchestrator, Pay Per 
Use, Pay What You Want, Peer to Peer, Performance-based Contracting, Razor and Blade, 
Rent Instead of Buy, Revenue Sharing, Reverse Engineering, Reverse Innovation, Robin 
Hood, Self-service, Shop in Shop, Solution Provider, Subscription, Supermarket, Target the 
Poor, Trash to Cash, Two-sided Market, Ultimate Luxury, User Design and White Label.

To begin with, it is crucial to observe the current situation and clearly determine bank’s 
position. This should result in defining the path of development and following the estab-
lished framework or pattern.

For example, one of the business models, called “Add-on” that affect business model 
with “why and what” used by Ryanair (1985), SAP (1992), and Sega (1998) finds that priced 
competitively, is core offering having in mind that final price is driven up by many factors 
and bank customers must pay something extra, more that they thought would have to pay. 
On the other side, there are some reasonable benefits for customers based on offers that can 
be adapted to one’s needs. (Gassmann, Frankenberger, Csik 2014)

Grameen Bank, founded in 1976 in Dhaka, Bangladesh (Grameen bank, 2016) has used 
innovation of business model called “Target the poor”, by addressing affect business model 
with questions “what, how, why and who”. In this business model innovation, services and 
products target lower income customers who, thanks to this model have benefits from prod-
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ucts that they can afford. For a bank, small profits are generated with each and every sold 
product, but it has higher sales number according to how big is base of customers.

In this case, Grameen Bank has predicted the potential of budding markets in lower-
income countries, and made model for this markets with practice such as co-signing loans 
by community members, which made a great deal of pressure for debtors to pay the money 
bank to that other members of community can that the loan as well. This system was devel-
oped by Muhammad Yunus, Nobel Prize winner, former C.E.O. of this bank. The specific 
thing was that Grameen Bank has issued 98% loans to women based on their reliability. Gra-
meen Bank is a very successful bank with over 8 billion dollar worth microcredits. Grameen 
Bank is very proud of their motto: Bank for the poor.

When it comes to changing future models and introducing digitalization, it is impor-
tant to point out that not all banks recognize the importance of digitalization Some of them 
perceive digitalization as a quick fix rather than a lasting solution for coping with the fi-
nancial market. This is the case with many European banks. On the other hand, American 
banks which have been relying on the traditional banking and manual operations such as 
cheques are now forced to innovate, conscious that digitalization has been extensively used 
in other sectors.  Moreover, American banking was hit by the financial crisis a lot sooner 
than the European, hence the banks there were bound to lower their operating cost, and 
digitalization was a solution for that problem. Certainly, another reason for faster digitaliza-
tion lies in the fact that the regulations in the USA are far simpler and that American banks 
spread over a large geographic market. They have realized that because of this they would 
not have many benefits from individual clients. What they need is a large scale economy 
so they could cover the considerable development expenses they have and costly software 
solutions.

Banks can modify their existing strategies and introduce digitalization in their busi-
ness processes in various ways. However, banks should not abandon the traditional banking 
services which they have offered to their clients since they were founded. That, of course, 
does not mean that the traditional banking services cannot be improved. Innovations in the 
traditional banking services can be introduced through digitalization.

In other words, one possibility for applying digitalization in banks is in the process im-
proving the existing products and services. The other possibility is the very creation of new 
products and services which would be impossible to achieve without digitalization.

Digitalization should also be applied in the development of other core as well as sup-
porting business processes.

Banks must strategically invest in technology in order to make the access to bank’s ser-
vices more approachable for the clients wherever they are. Digitalization in banking strate-
gies must be combined with the work of baking experts.

The Economist magazine has estimated in 2015 that the universal banks in North 
America will lose about 35 per cent of their market share to the competition that uses the 
Fin-tech digital technologies if they do not change their current business model. The com-
petition uses Internet and mobile technologies to create new banking products and services. 
(Economist, 2013)

Banks must modify their business models so they would rely on digital technologies 
and operative models based on Asset-Light, electronic and mobile management, eCRM and 
the social media. In this way, banks will improve their business positions and establish bet-
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ter connections with the users of their services while reducing the operational costs.
The benefits of digital transformation of the traditional business models are caused by 

the three changes that occur due to digitalization (Moreno, Pichler, Starrs 2014):
•	 The	business	models	are	operationally	efficient
•	 Gaining	new	user	segments
•	 New	services	generate	more	profit.
Banks that need to change their business models, i.e. traditional banks, must balance 

between financial innovation and regulations.
Traditional banks that are changing their business models by using digital communi-

cation channels are faced with numerous problems. In this process they usually assign the 
innovation teams which are not connected to the other organizational parts of the bank. 
As a consequence, the changes occur quite slowly since the organizational structures of the 
banks are often ponderous. Banks use outdated performance measures to estimate the in-
novation effectiveness, such as customer lifetime value, which makes the effect seem much 
less significant. Since changing the mindset is the hardest change of all, banks often perceive 
everything that is new as risky and do not venture to experience the benefits of the change, 
in this case of digitalization.Furthermore, when analyzing the competition, banks rarely 
include the indirect competition, which gives them a false image of the market.

Accordingly, if they want to transform their business models successfully, banks need 
to have an innovation team that is closely linked to the other organizational parts of the 
bank and to include the bank’s top management into the process in order to make the nec-
essary decisions as fast as possible. Before anything else, banks must perform a situational 
analysis in order to determine their position in the market and to clearly define their direct 
and indirect competition. Only after these requirements are fulfilled, a bank can success-
fully transform its business model.

Within the transformation of its business model, banks must create a few digital strate-
gies concerning their clients, their management and the way they gather and use the use-
ful information they receive from the digital channels to make business decisions. When 
selecting the digital strategy for the users of their services, it is necessary to offer them the 
omnichannel experience as well as to incorporate personalized service and easy access in the 
customer journey, i.e. to make it user-friendly. When they are about to change the entire way 
of managing a business, banks must change everything from their organizational culture, 
processes and procedures they use to their way of thinking.

While changing their business model, banks must replace the current technology they 
use with the one that supports digitalization. In order to use the data gathered through digi-
talization and to make good business decisions it is necessary to introduce systems such as 
eCRM and to use the Big Data in their management.

Accenture Technology Vision 2015 predicts a trend where digital devices will enable 
new business models that shift the focus from selling products and services to selling results 
within the Outcome Economy. In this study, it is also pointed out that through a new digital 
business strategy it is possible to start designing new industrial platform with three basic 
components: the business model, technical architecture, and governance model.

According to the study that A. T. Kearnly conducted with EFMA (A.T. Kearnly, 2014) in 
2014 most banks are now accelerating their digital strategies. Their path is shown in the fig-
ure below.  This study is based upon the interviews that were carried out in the period from 
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June to September 2014 with more than 25 executives in charge of digital or multichannel 
strategies in the retail banking divisions of 22 leading banks.

The abovementioned A.T. Kearney and EFMA research from 2014 states that digitaliza-
tion in retail banking is not an entirely new system since banks are using online platforms 
for a long while. For this reason, Internet is being widely used by the multichannel strategies.

Figure 1: Approaches to digitalization in the retail banking

Source: A.T. Kearney

This research recognized that there are three approaches in the retail banking digitali-
zation. These approaches are shown at the figure above.

Banks are divided into three groups according to these results. Some consider digitali-
zation to be only a process, some business, and some even a core value.

According to the mentioned study that A.T. Kearnly conducted along with EFMA in 
2014, it is not enough to only change the management system, but digitalization in banking 
requires a new type of CEO. It is crucial for the key people to adopt a new way of think-
ing and doing business or to replace them with new leaders that are entirely in the “digital 
sphere“.

Because of the arguments mentioned above, the second attributive hypothesis which 
refers to the idea that digitalization in banking combined with the implementation of a 
suitable business model brings numerous advantages, i. e. that the process of digitalization 
in banks is more effective if accompanied by the transformation of the business model, is 
confirmed.

The question is how can banks innovate their business model? We have already men-
tioned that they must change their entire business and their organization culture. Also, 
there are a few pieces of advice that they can use, according to the theoretical business model 
frameworks that can be observed in the available literature. First, a bank must make the 
situational analysis and analyze its current position regarding its position in the market and 
among the competition and customers.

A bank must define who are its target customers and divide them into separate groups 
according to their characteristics if it is targeting more than one group of customers. For 
each group of customers, bank must develop a different approach.
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The segmentation of the market itself is based on the assumption of different consumer 
motivation which results in the difference in demand for products and services. Hence it is 
necessary for a bank to identify the key consumer dimensions and seek for what motivates 
their choices or, in other words, what kind perception do they have and what do they like 
about the choice of certain banks service package. It is crucial to conduct a market research 
and gain needed information.

When banks are determining their position, they should make a distinction between 
their brand and competition’s brand, and try to gain advantage from normal usage without 
trying to change.

It is important to initially determine the level of strategy formulation, and after that to 
proceed with further diversification of information.

The second step in the business model innovation is to give the answer to one impor-
tant question regarding banks offer to its customers. The bank must (re)shape its offering 
strategies for business model innovation, and offer for example better, faster and safer com-
munication with bank, scope IT platforms  for everyday procedures, etc.

Thanks to rapid development of technology, a bank can within its business model inno-
vation implement: various online strategies for communication with the users of its services 
while keeping the traditional models of communication, automatic search for the adequate 
business and offer for the clients, adequate risk evaluation for every potential investment, 
giving advice to the bank’s clients in a timely matter, etc.

The next step in the business model innovation is to strive to find a way for creating an 
additional value for the clients. It is, of course, necessary to implement the informational 
technologies and the adequate software and hardware solutions such as hybrid cloud, ad-
vanced analytics, mobile and social networks, etc. into the bank’s management.

The further step in the process of innovation is determining what generates profit with-
in the business. Banks receive their incomes through taxing their offers. What digitalization 
can offer are the significant changes in the tax implementation. Banks charge the integrated 
tax which covers all the expenses but as a result of digitalization it is easier to monitor ex-
penses, in other words, it is easier to determine the location where the expenses occur in 
order to make them more transparent and give a clear picture of how much profit does each 
segment generate (A.T. Kearny, 2012). This way, banks are addressing the buyers’ needs for 
more transparent expenses and comply with the regulations, while at the same time the 
transparent taxes can secure the competitive advantage for the banks. (A.T. Kearny, 2012). 
This means that transparent pricing schemes can attract new users and thus generate more 
profit.

Furthermore, it is necessary for the banks to reduce operational costs. This is achieved 
through the digitalization of their business processes and the entire management. If the 
artificial intelligence is used, the need for the workforce is significantly reduced and with it 
the marginal expenses.

4. DIGITALIZATION OF SWISS BANKS

Banking in Switzerland is under the administration of the Swiss Financial Market Su-
pervisory Authority (FINMA), whose authority is based on various federal statutes.  Bank-
ing discretion is known since the middle ages and is now confirmed by the Federal Act on 
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Banks and Savings Banks, the banking regulation from 1934. This banking law was changed 
in 2009 in order to prevent potential tax evasions of the Swiss banks’ clients who are foreign 
citizens.

Table 1: Total assets and profits of banks in 2013

Source: Swiss Financial Market Supervisory Authority https://www.finma.ch/en/ 29/01/2017

The table above shows total assets and profits of Swiss banks in 2013 for various bank 
categories according to Swiss Federal Statistical Office (FSO).

In 2013 there were 283 different bank institutions with total asset value of CHF 2.849.167 
million. Those banks totaled CHF 11.927 million of annual profits in 2013.  The total GDP in 
2013 was CHF 635 billion. (BFS, 2016)

According to UBS, Swiss banking sector has grown twice as fast as the overall economy 
over past two decades generating one third of overall GDP growth.

The same source states that the financial sector creates one tenth of the Swiss economic 
value and contributes two to three times as much to the national value creation in compari-
son to financial sectors in other European countries.

UBS estimates that the financial sector itself is responsible for generating around CHF 
20 billion additional value in 2014. Furthermore, UBS states that the financial sector con-
tributed CHF 81 billion are around 13% Swiss GDP. It is an interesting fact is that five Swiss 
banks found their place among the 20 biggest financial institutions with largest resources.  
In 2015 Swiss banks have managed total resource value of CHF 6,628 billion.

UBS has over the course of 2014 invested significant financial means in the process of 
digitalization believing that digitalization and innovation should be its strategic priorities. 
In 2014, UBS launched new innovative offerings in the Asian region with the “UBS Wealth 
Management in Asia” app and improved the UBS e-banking system with the UBS Advice 
tool for the investment portfolio client advising.

Furthermore, by the middle of2015 UBS launched EVOLVE – UBS Centre for Design 
Thinking and Innovation in Singapore as a part of its offer. Being one of the three global in-
novation labs, this center in Singapore is assigned to create the never before seen experiences 
for their clients with the solutions which are the best in its class.
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UBS believes that through digitalization they are not only adopting the technology, but 
it has also become their way of thinking which helps them deepen their relationship with 
the clients.

UBS digitalization strategy consists of two basic components: digitalization of the ex-
isting business and processes and including new products and services in their offer which 
are facilitated by digitalization.

With data collected thanks to digitalization, UBS consultants can accessany client’s 
portfolio and give more useful advice based on their competency and experience.

FINMA, (Finma, 2014) an independent supervisory authority of the Swiss financial 
system, supports digitalization of the Swiss banking system.The Swiss Financial Market Su-
pervisory Authority FINMA has reduced the number of unnecessary regulatory obstacles 
and in addition supports the introduction of new financial innovation licenses for the start-
up companies.

FINMA has approved the digital identification of clients which provides the framework 
of the new rules in making new business relations - onboarding through digital channels.

In case they satisfy certain requirements, financial intermediaries can use video trans-
mission to identify clients as well as in face-to-face identification. Aside from video identifi-
cation, FINMA allows other forms of online identification using different onboarding meth-
ods and procedures through digital channels. Additionally, regulatory changes concerning 
the Circular video online identification affects the applications for managing assets digitally 
and crowdfunding platforms.

Furthermore, FINMA encourages the development of fintech companies and innova-
tion which is a major step towards the general globalization of the Swiss banking sector.

Credit-Suisse believes that digitalization causes the biggest changes and transforma-
tions in the history of banking. Digital Private Banks is this bank’s offer that has been fully 
digitalized.

Credite-Suisse Bank has gradually introduced digitalization into its management in a 
few key steps. In order to achieve fundamental changes they have changed both their way 
of business management and their approach to business in general. They have formed a 
team for innovation and digitalization implementation consisting of experts from different 
fields, some of which are not familiar with digitalization and some which have considerable 
experience with this process. The bank transformed all its activities in order to increase its 
efficiency through creating of few teams in charge of development. As a result, they have 
achieved considerable measurable results. This bank management plans to introduce the 
project of innovation labs by the year 2020 with other interfaces in society, economy and 
science as well as technology. The task of these laboratories would be to create the projects 
which will shape the future of this bank as well as banking business in general. They believe 
that the labs will completely redefine their banking processes and business models and add 
value for their clients.

5. CONCLUSION

As it was already indicated in the paper, it is the technology that shapes the whole socie-
ty as well as the management of numerous within it. Banks themselves are not the exception. 
Digitalization in banking is important to such a degree that those who have not digitalized 
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their business sufficiently or at all or they do not have the adequate strategy for digitalization 
are bound to fail in the hypercompetitive banking or financial market.

While in some countries, especially those with the underdeveloped financial market, 
digitalization is perceived as the strategy of banks in future, for a great number of European 
and non-European banks this future has already come.The digital age brings a plethora of 
new challenges and not all countries’ banking systems can grapple with it.

Regulations and institutions monitoring the banking and financial system were pre-
venting or at least hindering digitalization in certain countries including Switzerland. How-
ever, recently the Swiss regulatory organizations have authorized banks to digitalize their 
products and services which might boost the already significantly firm banking system in 
Switzerland. The Swiss regulatory institution FINMA has moderated its regulations regard-
ing digitalization in banking business processes, which has fueled innovations such as on-
line video identification of clients. The analytics of the Swiss market conditions believe this 
concession along with other concessions that have been granted to be a huge step in the 
Swiss financial system.
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Abstract:  In this study we present an attitude of the young towards studying, values in the society 
and development of personal career. The study had the goal to define the manner of analysing labour 
market, value categories and perspective from the angle of university students from Vojvodina. The 
results of this study point to the fact that the students are aware of the economic situation in Serbia, as 
well as the problems on labour market. Respondents have expressed the willingness for leaving abroad 
in order to provide for their existance. They are aware of the knowledge and skills they possess and, in 
equal percent, pros and cons of reorientation on a particular craft in order to initiate own business. 
Information of the young in the aspect of trends on labour market, as well as problems in the aspect 
of employment, significantly affects their choices and orientation on developed and systematically 
regulated countries. Results of the research confirm previous studies of the same problems and impose 
the need for finding certain long-term solution in order to keep the young people and establish a good 
balance on labour market. 

Keywords:  the young, studying, perspective, personnel potential, analysis 

1 INTRODUCTION

High education implies a significant segment of a cultural and economic development 
of the society, especially for developing and transition countries. Investments in education 
represent investments in the future, both of an individual and society as a whole. Turbulence 
of labour market in XXI century represents a significant obstacle for the young people and 
especially generations whose education occurred along with market changes. Permanent 
employment becomes a rather rare occurrence. Working overtime, working of Saturdays 
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and Sundays, paying contributions for a part of income or working without contributions 
paid, not respecting the right to have free days or sick leave, represent only some of the ex-
amples of endangering the rights of the workers, as a consequence of high unemployment 
and difficulties in finding another job. The extent to which the young are familiar with these 
issues depends on their status, environment, personal interests, manner of informing, etc. 
Very important is the interaction between the young people in order to acquire new infor-
mation and knowledge, and thus the meaning of interactive teaching is a modern concept in 
the future of education. In that way, good personnel is developed, as well as future managers 
(Arsenijević, 2011).Advanced information technologies have a significant role in finding, 
analysis and flow of information significant for development and orientation of the career 
of young people. Knowledge management becomes impossible without the usage of infor-
mation technologies (Alavi, 2001: 108).Knowledge management is the imperative for young 
educated people, because their infiltration into highly organized corporations depends on 
the willingness for constant improvement and sharing the knowledge and information with 
own colleagues (Alrawi, 2011: 194).

2 PREVIOUS STUDIES 

Results of studying the interest of the young people for studying and their attitude 
towards its significance show that the greatest number of the young people sees education 
as a condition to achieve an easier communication with the world, more rapid progress at 
work, as well as conditions for a better paid job (70%). Sociological advantage in the aspect 
of better social reputation and social power, establishment of better interpersonal relations 
is stressed by 57% of respondents. In the same percentage, the respondents stress the signifi-
cance of education in the context of economic benefits in the aspect of raising life standard, 
more successful solving of everyday issues, better health protection (Ilišin, Vrkaš, 2015:36).
The results of the study carried out among students are also interesting and they point to the 
pragmatism of students in the aspect of selecting the faculty according to the market condi-
tions. Students have expressed the attitude that they expect of the studies to enable them ma-
terial gain and success. In addition to the material, students also expect socio-cultural and 
socio-prestigious satisfaction after the ending of the studies (Krstić, 2014).The study carried 
out by the Centre for diaspora from shows a negative tendency of the choice of the young 
people to leave abroad. 63% of respondents think about going abroad, where 20% of them 
have taken direct steps in that direction. 31% of respondents believe that they would stay in 
Serbia if they would be supported to initiate their own business (www.dijasporanis.com).

Education of students represents the condition for the progress of the nation and soci-
ety in general. Students represent potential highly-qualified managers who will have enough 
space and freedom to express themselves creatively. The role of the knowledge management 
is greater and greater and it represents a growing phenomenon (James D. McKeen, 2001). 
Education process must imply the readiness of the young people to accept novelties. They 
must develop the ability to adapt and actively accept changes both in education system and 
in the perspective on labour market and the very work environment (Kastratović, 2016: 75).
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2.1 Aim of the paper 
The aim of this paper was the analysis of students’ attitudes on the significance of high 

education in the aspect of the development of their career. The aim is also the analysis of 
personnel potential in the aspect of their flexibility in limiting opportunities of the offer 
in Serbian market. The aim of this study was also the analysis of the priorities of the young 
people in the aspect of social-economic life parameters. 

2.2 Hypotheses 
H1 – there is no statistically significant difference between the young people in the 

aspect of readiness for reorientation on craft in order to provide for life far away from the 
original profession. Readiness of the young people for reorientation on some of the crafts 
represents one of the possible manners to solve the issue of unemployment, especially for 
the categories of population that is able to work and whose profession is a real surplus on 
labour market. 

H2 – there is no statistically significant difference between the young in the aspect of 
the attitude and desire to go abroad. Socio-economic situation that represents the constrain-
ing factor for the perspective of the young represents a significant reason for the young 
people deciding to depart to economically developed countries of the Europe and the world. 

H3 – there is no statistically significant difference between the young in the aspect 
of advancement and investment in additional knowledge, everything in order to achieve 
market-recognizable competitiveness. 

H4 –there is no statistically significant difference between the young in the aspect of 
self-evaluation and satisfaction with knowledge and skills that they possess. The young peo-
ple are aware of the level of their knowledge and in a critically objective manner they observe 
their potentials. 

H5 – there is no statistically significant difference between the respondents of both 
genders in the aspect of phenomena examined. The attitude of the young on the significance 
of studying is similar regardless of the respondents’ gender. Emancipation of women rep-
resents the process that is overcome in XXI century. The students equally observe both the 
studies and specialization as a chance for better economic and social integration in society. 

2.3 Methodology 
In methodological aspect, this study can be defined as empirical study of transversal 

character. Relevant research data are collected by the technique of survey. The study was 
carried out on the territory of Vojvodina and it included 412 respondents (students). The 
study was carried out in the period from 10.04.2017. to 10.05.2017., and it included students 
in 9 high education institutions (faculties, high schools), 8 faculties and 1 high school. Prior 
to filling the questionnaire in, the character of the study and all specificities required for 
proper filling of the questionnaire in were explained to the respondents in details. The study 
implied a voluntary filling the questionnaires by the students, in which case there were no 
irregularities that could affect the credibility of data and quality of the study. It was greatly 
contributed by simplied procedure, introductory remarks and instructions. The obtained 
research data are subject to the procedures of statistical analysis (descriptive and compara-
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tive), in order to make adequate conclusions according to the assumptions expressed as hy-
potheses. For the processing of data we used Toshiba processor with Windows operating 
system. The data obtained from the survey were processed by the statistical package for the 
social scientists SPSS.

On the data collected by the survey, the following statistical procedures were applied: 
Descriptive analysis, for determining the presence of the studied occurrences in the sample 
of respondents; t – test, for determination of significance of differences between arithmetic 
means of two-category variables;univariant analysis of variance (ANOVA), for determining 
the existance of statistically significant differences between arithmetic means of the catego-
ries in case of several categorial variables. 

3 RESULTS OF THE RESEARCH 

Results of the research were subject to descriptive and then also comparative methods 
of statistics. Independent variables were presented by descriptive statistics in the form of 
frequency and percentage presence. Dependent variables are subject to the testing of com-
parative statistical procedure: ANOVA, Independent Samples test, Multiple Comparisons 
LSD, Compare mean. Dependent variables are subject to descriptive parameters in defining 
statistically significant differences. 

3.1  Results of descriptive statistics 
Descriptive indicators are presented in a tabular form with the stress on the transpar-

ency and simplicity of the insight into the relation of the occurrences examined.

Table 1: Frequencies – Satisfied with knowledge and skills 

Frequency %
YES 255 61,9
NO 157 38,1
Total 412 100,0

Table 2: Frequencies –Reorientation to craft 

Frequency %
YES 245 59,5
NO 167 40,5
Total 412 100,0
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Table 3: Frequencies –Going abroad 

Frequency %
YES 318 77,2
NO 94 22,8
Total 412 100,0

Table 4: Frequency–Crucial role in decision on studying 

Frequency %
Parents 50 12,1
Friend 7 1,7
Acquaintance 7 1,7
Independent 348 84,5
Total 412 100,0

In Table 4 we can see the frequency that points to the fact that crucial role in 
decision of studying have the students themselves (84,5%), as well as their parents 
(12,1%). The percentage of those students that made the decision on studying under 
the impact of some friend (1,7%) of acquaintance (1,7%) is negligible. 

Table 5: Frequency and presence in percent for the mentioned dependent variables – significance 
of the diploma 

Frequency Percent

Top factor 293 71,1 Personal 
progress 

Top factor 61 14,8 Better salary 
Top factor 26 6,3 Easier job 
Top factor 21 5,1 Abroad 
Top factor 12 2,9 Status
Total 412 100,0 100,0

Based on the values expressed in Table 5 we can see that the students have presented the 
greatest significance of studying through potential personal progress, as well as potentially 
better salaries in the future. The least significance was attributed to the factor that defines 
potentially better status because of the diploma. 
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3.2 Results of comparative statistics 
Within comparative statistics we used certain procedures according to the categoriza-

tion of independent variables. In case of two-category variables, we applied T-test (Inde-
pendent simple T test),while in case of high-category independent variables we applied the 
analysis of variance ANOVA. 

Table 6: Analysis of variance ANOVA – Age 

Age Sum of 
Squares df Mean 

Square F Sig.

Did You attend a course for 
improving knowledge and 
skills 

Betw. 
group 4,714 3 1,571 6,806 ,000

With. 
groups 94,206 408 ,231

Total 98,920 411

In order to determine between which subgroups of respondents there exists statistically 
significant difference we used LSD test of a multiple comparison. 

Table 7: LSD Test – Age 

Dependent Variable (I)
Age

(J) 
Age

Mean Dif-
ference (I-J) Sig.

Did you attend a course for 
improving knowledge and 
skills 

<20 21-25 ,05589 ,290
26-30 ,28414* ,001
>30 ,30806* ,001

21-25 <20 -,05589 ,290
26-30 ,22825* ,005
>30 ,25217* ,005

After defining and diagnosis of the statistically significant difference between the sub-
groups, we applied the comparison of the values of arithmetic means of significantly differ-
ent subgroups and thus we precisely defined the direction and intensity of diversity. 

Table 8: Arithmetic mean – Age 

Did You attend a course for improving knowledge and skills Mean
<20 1,6795

21-25 1,6236
26-30 1,3953
>30 1,3714
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Table 9: Independent Samples Test – Gender 

Gender Levene’s Test for 
Equal. of Varian.

t-test for
Equality of Means

F Sig. t Sig.
(2-tailed)

Status Eq.var.assumed 1,099 ,295 -2,849 ,005
Eq.var. not assumed -2,799 ,005

Based on the results of the Table 9 we can say that there is no statistically significant 
difference between the respondents of both genders in the aspect of significance of studying 
regarding the acquiring of a particular status in society. 

Table 10: Comparison of arithmetic means - Gender

Pol N Mean

Status
M 184 4,0272
Ž 228 4,3246

By comparing arithmetic means (Table 10), we can conclude that male students at-
tribute somewhat greater significance to the potential social status as one of the reasons for 
studying than it is the case with female students. 

Table 11: Analysis of variance ANOVA –Year of studies 

Year of studies F Sig.
Did You attend a 
course for improving 
knowledge and skills 

Between Groups 4,848 ,001
Within Groups
Total

ANOVApoints to the existence of a statically significant difference between respond-
ents from different years of studies in the aspect of dependent variable: “Did You attend the 
course for improving knowledge and skills”. 

It is obvious that there is a statistically significant difference between the students of the 
first year of studies on one hand and the students of the fourth year of studies and advanced 
university students on the other hand in the aspect of attending some of the courses for 
improving knowledge and skills. In addition, we can observe that the students of the second 
year of studies are significantly different than the students of the fourth year of studies and 
advanced university students in the aspect of the same variable. 
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Table 12: LSD multiple comparison test – Year of studies 

Dependent Variable (I)Year of 
studies

(J)
Year of studies

Mean 
Difference 

(I-J)
Sig.

Did You attend a course 
for improving knowledge 
and skills 

The first The second -,08151 ,220
The third ,02296 ,737
The fourth ,19210* ,007
Advanced university 
student ,23112* ,008

The sec-
ond

The first ,08151 ,220
The third ,10447 ,173
The fourth ,27362* ,001
Advanced university 
student ,31264* ,001

Table13: Comparison of arithmetic means (Year of studies)

Did You attend 
a course for im-
proving knowl-
edge and skills 

Year of studies Mean
I 1,6414
II 1,7229
III 1,6184
IV 1,4493

Advanced univ.
student 1,4103

Based on values of arithmetic means presented in Table 13 we can conclude that the 
students of the fourth year of studies and advanced university students are in a statistically 
significant value different than the students from lower years of studies in the aspect of at-
tending the courses for the improvement of knowledge and skills. 

4 DISCUSSION OF THE RESULTS 

For the independent variable „Age“, statistically significant difference between sub-
groups is observed only in case of the variable: „Did You attend a course for improving 
knowledge and skills”. Based on the results of LSD test, we can observe that there is a statis-
tically significant difference between the respondents up to 20 years and respondents from 
the subgroups 26-30 years and >30 years. In addition, we can say that there is a statistically 
significant difference between the respondents 21-25 years and respondents from the sub-
groups 26-30 years and >30 years.Values of arithmetic means for the mentioned subgroups 
point out that the respondents <20 (M 1,6795) and 21-25 years (M 1,6236) have, in a signifi-
cantly less number, attended some of the courses for improvement of knowledge and skills 
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in relation to the subcategories 26-30 years (M 1,3953) and >30 years (M 1,3714). Students 
of high years of studies have more experience and knowledge regarding the importance of 
personal formal and informal improvement in order to achieve significant personnel com-
petence. 

The results of a comparative statistics point that there is no statistically significant dif-
ference between the young in the aspect of attitude and desire to go abroad. Results of de-
scriptive statistics reveal that the majority of the young people have a desire to go abroad 
and secure their existence (77,2%). These results match the previous studies in the aspect 
of the problems mentioned (Ilišin, Vrkaš, 2015). This research also confirms the research 
results from the Centre for diaspora from Nis (www.dijasporanis.com), mentioned in the 
first part of this paper. Social-economic situation that makes a constraining factor for the 
perspective of the young, represents a significant reason for the choice of young people to 
go to economically developed countries throughout the Europe and the world. The decision 
on studying represents one of the most significant decisions that the young people are faced 
with in their lives. The results of descriptive statistics significantly facilitate the insight in the 
aspect of making a decision on enrolling the faculty. The highest percentage of respondents 
have independently made a decision about the faculty they will enrol (84,5%). Significantly 
less percentage of respondents have accepted the suggestion from their parents and their 
decision on enrolling certain faculty was adapted to them (12,1%). The percentage that refers 
to the impact of acquaintances or friends is negligible and it is 1,7%.

Results of the comparative statistics have offered enough information for determina-
tion, i.e. refutation of previously set hypotheses. 

Results of the comparative statistics confirm the hypothesis H1, which means that there 
is no statistically significant difference between the young in the aspect of readiness to re-
orient to the craft in order to provide personal existence outside the original profession. 
Descriptive statistical data point to the fact that somewhat higher percentage of the studies is 
ready to acquire the required market competence through the reorientation process (59,5%).

Hypothesis H2 was confirmed because there is no statistically significant difference 
between the young in the aspect of the attitude and desire to go abroad. The majority of the 
young have the desire to go abroad and secure their existence (77,2%). Social-economic situ-
ation that makes the constraining factor for the perspective of the young people represents 
a significant reason for the choice of the young to go to economically developed countries of 
the Europe and the world. 

Hypothesis H3 was not conformed because there is a statistically significant difference 
between the young in the aspect of improvement and investments in additional knowledge. 
The students of final years have more knowledge and skills acquired through the process of 
attending the courses than the students of the lower years. During the studies, the young 
people encounter the possibilities and problems that are available at labour market, and 
therefore they adapt in the aspect of additional improvement and education. The younger 
students get the information on high quality and significant courses for the improvement 
from their colleagues with more experience, mentors or through self-informing. 

Hypothesis H4 is confirmed because there is no statistically significant difference be-
tween the young in the aspect of self-assessment and satisfaction with knowledge and skills 
that they possess. Descriptive statistics shows that the majority of respondents is satisfied 
with their knowledge and skills (61,9% YES ; 38,1% NO). The young are aware of the level of 
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their knowledge and they, in a critically objective manner, observe their potentials. To what 
extent they will remain at the level of evaluation or move to the next step in the aspect of 
personal improvement depends on several factors: motivation, focus, work habits, impact of 
the colleagues, impact of parents, self-esteem, etc. 

Hypothesis H5 was not confirmed because there is no statistically significant difference 
between the respondents of both genders in the aspect of significance of studying regarding 
to the acquisition of a certain status in society. Male students attribute somewhat greater 
significance to the potential social status as one of the reasons for the studies than the female 
students. Observing the historical context, males have always strived to being well-posi-
tioned, to be the leaders and guides. Maybe precisely the emancipation of women and their 
growing presence and education level have shaken the domination of men and imposed even 
a greater need for higher positioning. 

5 CONCLUDING REMARKS 

Management of the career represents a significant segment of each individual who 
wants to be competitive and continuous in a modern liberal economic concept. Variable cir-
cumstances and conditions that are valid in labour market, particularly in transition coun-
tries, condition the active engagement of the young in the aspect of proper management of 
personal education and career. 

Results of this study point out that major part of students are ready to leave their coun-
try and continue the career in a developed country. This trend is noticeable and it represents 
a serious demographic, educational and economic problem of our country. The research 
results confirm the results of previous studies of this phenomenom and make an additional 
warning for the measures required that would reduce and mitigate this trend. Students have 
a clear perception in the aspect of knowledge and skills that they possess, as well as readiness 
for the improvement. From the results obtained we can conclude that the students have in-
dependently made a decision on studying and the field of studies, where in case of a certain 
percentage you can observe the impact of parents. 

The state could play a significant role in the aspect of information, suggestion, project 
and material support to the young in order to make them link their education, career and 
life to our country. Orientation of the young towards the agriculture, tourism and infor-
mation technologies is a real orientation based on resources and clear perspective in those 
fields. Orientation of the young must be a priority if we want to stop the negative trend in the 
aspect of departure of the qualified young people. 
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Abstract:  The paper is aimed at giving recommendations towards greater investments of the country 
in the needs of development of all tourist destinations of Serbia. The paper is of theory-research type. 
In the first part of the paper, I have dealt with the need for funds investment, the aim of investments is 
not only the sustainability of continuous development, but also market recognizability of Serbian des-
tinations, satisfaction of needs of foreign and domestic visitors. In the second part of the paper, I have 
presented all the potential of Serbia and all the advantages that it possesses by using research method. 
Based on data from the research on tourist resources I have determined that Serbia has an exceptional 
potential for investments that will contribute to its better recognizability of tourists.
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INTRODUCTION

The starting point for such recommendations I give because Serbia has a good base for 
a successful development of tourism, natural advantages, rich cultural and historical herit-
age and favourable geographic and transport position. The need to invest financial funds in 
tourist availability of Serbia would have to be continuous obligation of the Government of 
the Republic of Serbia in order for the tourist availability to present itself to both domestic 
and foreign tourists as more attractive to visit. We should not exclude the fact that invest-
ments in this sector of economy are not a simple thing in developed countries, and particu-
larly not in our country and present business conditions.

Investments in tourist potential of Serbia

Concept of financing tourism development is based on the plan of the Tourism Devel-
opment Startegy of Serbia from 2016-2025. It s required also to mention the suggestions of 
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local authorities and government authorities as carrier and support of the Government of 
RS with the intention to complete the availability of this potential of Serbia even more with 
all the required tourist contents. All the suggestions must be comprehensively studied before 
making the decision to invest in this potential. Such a plan draws along a greater possibility 
of guarantees of the preservation of the existing tourist resources, local culture, tradition 
of these areas. The purpose of investments is to create the environment and cooperation 
between the interested parties for the required changes and Government of RS.

1 EMPIRICAL ACCESS

The subject and problem and goal of the study

The subject of this study is the investment in tourist potential of Serbia in order to 
achieve better market recognizability.

In this paper there is a recommendation given for the investment of funds, i.e. the ex-
tent of the investments in tourist potential of Serbia that would affect greater dedication of 
domestica nd foreign tourists, then what are the possibilities in today’s business conditions 
for investments in this economic potential of Serbia. Whether there are any investments 
and from which sources, whether and what happens in regard to investments, i.e. the extent 
of the willingness of the Government of RS to accept the suggestions and projects offered.

The aim of this study is to examine why is the investment an important factor of de-
velopment of tourist potential of Serbia, to what etent have the Government of RS, Ministry 
of Trade, Tourism and Telecommunications affected and in which areas the development of 
this important sector of economy, which measures are taken in order to solve the problem of 
existing state and what is the extent of improvements regarding the investments.

1.1. Research hypotheses
Investments as development factor in order to achieve better market recognizability is 

not at the satisfactory level.

1.2. Research tasks
Having in mind the presence of the problem, the aim of this study sets the following 

tasks:
I task is the revitalization of the existing state with precisely set and well-studied plans 

for all tourist regions in Serbia.
II The aim of investments is the change of awareness of domestic and foreign visitors on 

Serbia, market recognizability, reaching the level of a greater tourist security.

1.3. Methods, techniques and instruments of the study
In accordance with the nature of the problems, subject and goal and tasks of the study 

and set hypothesis in the study, descriptive method was used which implies the overview of 
cause-and-effect relations, i.e. reasons for which some occurrences take place.
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1.4. The overview of the study of tourist availability of Serbia
Serbia disposes with favourable natural conditions, but tourist infrastructure is not in 

accordance with the requirements of tourists. Road network is not a precondition for tour-
ism development, but the quality of road network is not at a satisfactory level. In tourist 
seasons, this problem was potentiated having in mind the intensive transport on roads. In 
recent years, there is an increased activity on the plan of including our country in European 
transport system. It is about modern railroads for great speeds and new road transport.

As for the region of Europe, Serbia is located on the region of Balkan and Podunavlje, 
Dinar area, Pannonian lowland, Serbia is the link between Eastern and Western Europe 
while Moravian valley is a passable way from Europe to Greece and Asia Minor.

Serbia is a continental country which has a developed river trafic of international 
significance. The most important waterway that makes a link between Serbia and Middle 
Europe is the river Danube, the Danube connects us with Black Sea. It is also required to 
mention the artificial waterway for sailing Danube-Tisa-Danube channel. Air international 
transport and its work are still not at the level of former Yugoslavia. Its air fleet is 15km 
remote from Belgrade.

Belgrade is a metropolis that attracts business and other guests from the whole world 
by its business events and cultural production. It is at the confluence of two rivers and the 
leader among Southeastern European cities.

Vojvodina is the area of Mid-European urban tradition, rich in waters and has a fer-
tile soil for development of agriculture. Vojvodina marked the development of rural village 
tourism based on gastronomic heritage and autochthonous cooking experiences of numer-
ous ethnical groups that have inhabited this region.

Table 1. Tourist traffic in leading mountain centers in the  
Republic of Serbia from 2013 to 2015

Resort Arrivals Nights
2013 2014 2015 2013 2014 2015

Zlatibor 93.858 87.671 114.493 388.344 348.253 456.161
Kopaonik 70.301 61.496 87.453 293.746 271.763 362.945
Tara 52.498 48.117 54.140 210.391 194.564 208.953
Divčibare 21.962 14.960 22.180 98.463 68.253 97.271
Ivanjica 13.274 9.322 6.592 69.336 40.625 34.861
Zlatar 5.895 6.092 8.230 14.114 24.086 24.109
Rudnik 6.670 3.287 3.967 42.536 20.539 25.557
Stara 
planina 10.155 9.570 12.905 30.014 34.291 44.555

Goč 8.031 6.985 7.606 49.241 39.638 44.459

Source: RBS, Report, no. 18-year. LXVI, 29.01.2019.

Western Serbia records a greater number of visits of domestic and foreign tourists in 
the last years, it is full of protected natural resources and modern-equipped accomodation 
capacities. Here we can find crucial natural and historical resources of the country as well 
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as high standard of the equipment of winter and summer health and recreation resorts, as 
well as dense road netowrk, heritage that offers a unique insight into the living organism of 
Serbian spiritual culture and monasteries. ourist overviewppand

Eastern part of Serbia is rich with numerous findings from ancient times and cousine 
that transfers the glory of the best reaches of Balkan gastronomy. Cultural and historical 
heritage is a factor for tourism development. Material culture of mesolit was discovered 
in our territory when the dam on Djerdap was built and then the following localities were 
discovered: Hajdučka vodenica, Pećka bara, Pesača, Padina, Small and Great Golubinje and 
Lepenski Vir. The most significant locality is Lepenski Vir. Bronze age in our territory last 
for more than 1000 years. The most famous localities are: Vatin, Vršac and Žuto brdo near 
Golubac. This group is characterized by ceramics, bronze weapons, tools, jewelry. From this 
period is the cart from Duplja in National Museum. Tourist valorization of cultural and 
historical monuments of our country is a motive that can attract the tourists from all parts 
of the world.(

Spa centers are the oldest tourist places with a long tradition, for example Soko Spa and 
its presence in tourism for more than 150 years, as well as Vrnjci Spa that lasts for more than 
130 years. As for the mountain relief, it is about a significant potential as well. Mountain 
potential disposes with special vegetation and climate characteristics. Special natural value 
consists of thermal and themo-mineral springs that exist in more tha 50 spas and there are 
more than 1000 springs of hot and cold water that are special for their outbreaks, chemical 
composition of water, healing effects. Djerdap gorge and lake near Golubac have great pos-
sibilities for transit having in mind that through them we establish the connection between 
our country and other European countries.

Table 2. Arrivals in leading cities, 2012-2015. (in thousands)

City 2012. 2013. 2014. 2015.
Belgrade 172.088 164.054 155.977 157.245

% of change -4,67 -4,92 0,81
Novi Sad 46.361 44.307 53.872 61.489

% of change -4,43 21,59 14,14
Niš 29.847 29.927 31.297 34.924

% of change 0,27 4,58 11,59
Other cities 342.220 314.810 297.784 333.782
% of change -8,01 -5,41 12,09

Source: RBS, Reports, 2013, 2014, 2015, 2016.

From cultural and historical monuments in the territory of Serbia it is required to men-
tion monasteries, paleolithic and neolithic settlements, fortifications and old towns, church-
es, memorial parks, records on long and turbulent past in the territory of Serbia, Studenica, 
Sopoćani, Gračanica, Dečani, Žiča, numerous churches, neolithic settlement Lepenski Vir, 
Kalemegdan, Smederevo and other fortifications, memorial park in Šumarice.

Tourism sector in the Republic of Serbia still largely relies on business trips to the capi-
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tal city of Belgrade and Novi Sad, while Danube region and mountains such as Kopaonik, 
Stara planina and Zlatibor also become important centers of development.

Greater number of visits from domestic tourists are achieved by spa and climate places. 
As for the foreign tourists, spas have the visitation of only 10% of tourists in international 
segment of health wellness tourism. (Tourism Development Strategy of the Republic of Ser-
bia)

Table 3. Tourist traffic in leading spas in the Republic of Serbia from 2013. to 2015.

Resort Arrivals Nights
2013 2014 2015 2013 2014 2015

Vrnjci Spa 135.162 123.155 146.208 531.574 431.455 481.150
Soko Spa 49.041 39.682 37.154 301.179 209.058 184.022
Bukovička 
Spa 20.755 22.640 23.248 55.499 53.824 54.998

Mataruška 
Spa 4.496 2.509 1.161 44.760 23.883 12.712

Koviljača Spa 16.591 11.581 11.387 150.677 113.259 83.476
Prolom Spa 10.963 9.552 11.284 55.428 51.998 64.921
Gornja 
Trepča 8.528 8.486 8.323 87.623 85.514 84.429

Vranjska Spa 4.424 3.887 2.366 31.532 22.691 19.872
Kanjiža Spa 7.411 8.095 8.082 38.941 39.108 42.065
Junaković 
Spa 5.385 5.388 6.011 37.422 45.396 45.735

Vrdnik Spa 15.095 12.210 15.404 72.869 52.911 57.410
Rusanda Spa 3.473 2.238 1.992 27.111 20.286 18.714
Palić Spa 12.764 14.005 14.557 25.700 28.099 25.427
Selters Spa 6.710 6.844 5.771 145.879 139.163 122.943
Lukovska Spa 10.719 10.380 11.108 69.516 72.760 77.534
Gamzigrad-
ska Spa 4.160 2.946 2.171 58.871 32.594 23.511

Ribarska Spa 7.074 6.578 6.772 49.864 49.197 47.134
Sijarinska Spa 5.269 5.250 5.626 49.653 46.648 46.049
Vrujci Spa 8.639 6.995 8.767 37.238 26.874 36.446
Niška Spa 3.260 3.178 29.511 29.991

Source: RBS, Reports, 2013, 2014, 2015, 2016.

For proper usage of the resources available, it is required to express the peculiarities of 
all the regions of Serbia and its tourist products, identity and content of the message, because 
it is crucial for them to contain essential differentiation that is specific for each individual 
tourist product.



Violeta Kocić, Milijanka Ratkovic, Ranko Marijanovic
90

2.  DISCUSSION FOR INVESTMENTS IN TOURIST POTENTIAL OF 
SERBIA

Tourist availability was analyzed in relation to the task set. All tourist potentials in the 
territory of Serbia are included. According to the data of Bureau of Statistics, the results are 
not at a satisfactory level. Namely, the present program of the Government of RS, in addition 
to the adopted Tourism Devleopment Startegy whose development it does not question, is 
not accompanied by required investments. All the funds are aimed at investments in road 
and railway transport. In addition, a rather small role of marketing is responsable for the 
present situation.

It is required to be more oriented on promotion, marketing in order to reach the maxi-
mum of market effects in relation to the funds invested, in order to achieve the expectations 
of people that we wish to attract in the future period in the manners that are most suitable 
for target groups. Greater attention should be paid in case of tourist destinations when it 
comes to the development and presentation of sensible, emotional values, events presented 
by each tourist destination. In that direction, it is the best, when it comes to supply, to base 
ourselves on market niches of supply and products of market niches within the comprehen-
sive system of tourist resources of Serbia.

A greater cooperation is required for the purpose of placing the tourist supply within 
»public-private partnership« both at the local and regional and state level, with the emphasis 
on destination management as the basis for reaching wholesome quality of tourist product, 
because wholesome experience of tourist offer (emotional tourist product or destination) 
by the visitors and tourists conditions the organization of the same significance and mas-
tering of tourist supply, i.e. integration of the suppliers of tourist products (accomodation 
capacities, restaurants, pubs, communal equipment, which is provided by public sector, etc.) 
into wholesome quality events for the tourists. Quality performance and placement can be 
provided in public-private partnerships, which must be organized at local level where the 
guest comes to contact with tourist offer. (Tourism Development Startegy of the Republic 
of Serbia)

Stressing the need for additional education of managers and staff (operational, medi-
um, strategic and leadership level) because investments in staff and knowledge (know-how) 
becomes a crucial resource for the achievement and promotion of competitiveness in tourist 
business. Previous development of tourism in the territory of Serbia had a certain tradition. 
In these conditions, Serbia needs the startegy of turn in understanding and comprehending 
the limits and possibilities for the development of modern tourism in this region.

Startegy of turn is required not only for the managers of development of this region 
of PC Srbijašume, but also the stakeholders of tourist development of Serbia. Primarily, it 
is required to base the touris on sustainable development, with niche tourist products, i.e. 
products of selective character, small series and with not so great possibility of extensive de-
velopment. Within such framework, tourism would apply the strategy of market segmenta-
tion where market targets are small homogeneous and specific groups of tourist consumers, 
differentiate partial tourist products precisely to the extent of as complete satisfaction of the 
needs of those selected segments, and on the basis of the startegy of developing such im-
age of tourist destinations of Serbia, which is in the position of this tourist destination that 
should be incorporated in the awareness of the consumers by the sequence: desired destina-
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tion – rather pleasant and unforgettable experience with spending time at the destination 
– fulfilled needs and met motives of demand – creation of loyal consumer, i.e. the one that 
comes to the destination once again because he previously had a positive experience. Based 
on this, it is possible to expect both economic (direct, indirect and multiplicative effects) 
and other social effects of tourist development. In this context, strategic activities can be a 
manner of integration with the environment (domestic and foreign market), while tactical 
moves should be seen as a direct operationalization of the specific global or more narowly 
set strategy and they should be bordered to a narrower time horizon (for example from 1 to 
2 years). Action plan could be disaggregated to particular parts, starting from the general, to 
the special actions that must be kept in mind when tourist business policy is set in order to 
provide a more successful contemporary tourist development of this region.

Strategic adaptation of tourist destinations to the needs of tourist where Serbia should 
be based on:

-  Target markets – selective approach, service program of companies and destina-
tions aimed to them,

- Regulation of organizational behaviours,
-  Products of service program of destination, with the accent on protection of space 

and overall life environment of tourist destination.
In order to achieve all of the above mentioned in the practice, it is required to:
- Create conditions for as greater placement of funds in this potential of Serbia,
-  Realize plans of the Startegy as a long-term interest of the country for the develop-

ment of tourism by measures of economic policy.
Today, countries of South Europe (Spain, Italy, Greece, Austria) represent leading tour-

ist countries with almost 70% of share in allocation of total income from international tour-
ism in the world and Europe. (South Mediterranean part of Europe recorded the arrival of 
225 million tourists in the year 2015. In their development program, they relied on central-
ized oragnization of government bodies for tourism. The countries mentioned applied in 
the practice the measures of introducing stimulation placements in investing tourist objects, 
in the manner that the country realeased them from paying taxes and fees in the purchase 
of land and procurement of reproduction material for building the objects, stimulating the 
measures of fiscal policy in the aspect of reducing the taxes up to 5% in case of purchasing 
the land for construction and employment of labour in the regions of interest for the whole 
country, as well as reduction of customs duties and 90% for the import of machines and 
equipment that is not produced in the country and it serves for equipping the catering and 
other tourist facilities. In addition to such a form of investments, the countries have called 
up the competitions for the approval of special loans meant for the activation of new tour-
ist objects. Currently changes social climate, striving for the transparence and legally other 
forms of adaptation to the EU countries are aimed towards constant need for the sustain-
ability of tourism development in that process in all the countries mentioned.

The reason why I stress the need for a greater investment of financial funds are the avail-
ability of mountains, spas, rural areas as possible sources for the creation of new products of 
innovations within them, geostrategic position of Serbia and Belgarde, center of transport 
roads of Europe, potential of underground and above-ground waters, monumental herit-
age with the accent on monasteries that gives Serbia an opportunity for development of 
destinations with the presence of preserved cultural and historical heritage, them numerous 
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musical festivals that lately record greater number of visits not only of domestic, but also 
foreign tourists, then celebrations and events of own lifestyle. In contemporary conditions, 
Serbia needs to eliminate the closeness of financial market, motivation for the introduction 
of new financial instruments. Implementation of these recommendations in practice would 
be a trigger for entering of tourist sector of Serbia in an equal match with other developed 
countries of Europe in the aspect of tourism.

Table 4. Arrivals of the tourists in the Republic of Serbia from 2007. to 2015.

Arrivals of tourists (in thousands)
Years Total index domestic index foreign index
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

Source: Republic Bureau of Statistics

According to the results of the Republican Bureau of Statistics, we can conclude that 
general hypothesis that says investments in market potential of Serbia in order to achieve 
greater market recognizability s not at a satisfactory level, which is also proved. In all this, it 
is required to mention the accompanying role of the advertisement of tourist destinations of 
Serbia which is not at a great level and which can be seen from the very statistical reports on 
the number of arrivals of domestic and foreign visitors. Promotive activity of tourist desti-
nations of Serbia through information technology of the Internet is also not at the required 
level. All of the above-mentioned contributes to such an insufficient competitiveness of the 
tourist potential of Serbia.

The application of the plans of Tourism Development Startegy would use all the pecu-
liarity of tourist regions of Serbia, their identity and content of message, each region has its 
own identity and local peculiarity, which is specific for each individual product. In order to 
reach the required level, it is necessary to work more on plans and programs in the future, 
as well as their application in practice. Ministry of Trade, Tourism and Telecommunication 
must be able to focus more on investments in this field of economy in order to be more in 
accordance with the requirements of future visitors, apply the changes on time and always 
be ready for them. Apply in practice the adopted Development Strategy which will change 
previous rules and acquire startegic advantage. All of this can be achieved by greater invest-
ments of funds.
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Ministry of Trade, Tourism and Telecommunication has, by the Development Startegy, 
adopted the following sources of financing by the programs EU IPARD, COSME, HORI-
ZON etc for the activities and projects presented by the Startegy. In the extent to which the 
suggested support concept is successfully operationalized is the same extent to which we 
will have real potential for the generation of tourism development, on the contrary, tourism 
will be developed spontaneously fom case to case with the available funds and interest of pri-
vate and domestic investors, and those are unpredictable categories. Financial instruments 
of support are grants, loans, risk capital funds, PPP. Sources of funds for financing the ac-
tivities and programs: 1) for the activities that contribute to tourism development, funds are 
provided in the budget of the Republic of Serbia for the allocation of the ministry authorized 
for jobs in the field of tourism, 2) for the other programs it is possible to use the funds: other 
sectors from their authorities and they are significant for tourism development and realized 
through program budgeting with aim to achieve synergy effect, from the EU funds and 
particularly the funds that are available to the Republic of Serbia IPARD, LIFE, HORIZON 
2020, COSME, COP, ERASMUS, EaSI, 3) projects of greater investments can be financed 
from several sources: capital budgetary costs are planned and predicted in advance by the 
law that regulates the Budget of the Republic of Serbia, projet of bilateral economic coopera-
tion with the Kingdom of Saudi Arabia, Qatar, Turkey, Baden-Wurttenberg etc, develop-
ment funds of international financial institutions of European Bank for Reconstruction and 
Development EBRD, European Investment Bank EIB, International Financial Corporation 
IFC, World Bank, PPP projects in accordance with the law on public-private partnership and 
concessions. Having in mind the state of public finances and limitation of funds for capi-
tal investments, the necessity to develop competitiveness and use the potentials of tourist 
economy and tourism of the Republic of Serbia is one of the main measures in order for the 
public resources to be of significance for tourism development and the development of simi-
lar activities, whose use is at the low level of efficiency or requires additional investments of 
the country, sale or that are given under concession, i.e. by the model of PPP.

Ministry is the one that enables all that tourist potential of Serbia to be at a greater level 
of security and development by its increased investment. Human potential is the most sig-
nificant resource in all this by its decision-making through management, implementation 
in practice, control.

More precisely said, funds for financing the tourism of Serbia do not mean much if 
they are not complemented by appropriate suggestions on possibilities of new applications 
of development and inevitability of timely availability of the procurement of new inputs, as 
well as that users of financial funds must be properly trained for development in today;s con-
ditions of tourism development such as tourism development in other countries, in which 
the role of Government is of significance in cases when the system of suggestions is not 
developed enough.

In this manner, the investments are expressed through investment policy as a direct 
expression of the development and continuous growth of economy as a whole, as well as its 
parts with certain priorities within the given period.

If Serbia does not change the plans and programs in pratice for greater appearance 
in international market, the expected revival of domestic tourism is not possible. In that 
context, the activities at the level of tourism places, regions and countries as a whole are 
important. Not taking the actions slows down the development of tourist potential of Serbia.
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CONCLUSION

The recommendations mentioned are considered basic because the data mentioned 
point to the insufficient investments and small recognizability of tourist resources of Serbia. 
Strategic tourist marikets for tourist economy of Serbia are non-European countries from 
which we have an upward trend of arrivals such as China, Japan, South Corea, India, Hong 
Kong, from the countries outside the European Union there are Russia and Turkey as well as 
former-Yugoslav republics. Namely, by the Law on Turism of Serbia, Official Gazette of RS 
no.69/2009, 88/2010, 99/2011-sec. Law 93/2012 and 84/2015 the state has largely increased 
the control of tourist inspection in the field. In the last few years, the country has based its 
work largely on investments in roads, railways, as well as air transport. The results achieved 
and mentioned achievements of the previous period clearly point to the minimum of invest-
ments in this sector of economy which is largely characterized by insufficient information 
from the part of domestic and foreign visitors on all tourist availabilities of Serbia.

Revolution in the placement of promotion messages is brought by 3D technology by 
encouraging the events and emotions. In addition, ICT technology and social media provide 
special possibilities for developing countries to keep pace with modern trends and to act 
more efficiently in the market, without the engagement of big financial funds, as well as the 
chance for the inaccessible destinations to communicate with tourist market.

Serbia is a country that disposes with insufficiently used tourist potential and a great 
surface of arable land suitable for the development of agriculture. The mentioned natural 
availability of these resources imposes the need for investments in this exceptional potential 
of Serbia. Tourism Development Startegy from 2016. to 2025. of the Ministry of Trade, Tour-
ism and Telecommunications plans the financing of this field of economy from the budget of 
RS, from foreign investment funds, PPP if the project suggested that refers to tourism devel-
opment in Serbia is accepted by the Ministry of Trade, Tourism and Telecommunications. 
As the investments of the country are not at a high level, the aim of this paper was to show 
the inevitability of greater investments in this sector of economy by which it would record 
not only the results of greater number of visits and achievement of greater incomes, but 
also greater market recognizability in which entire success of all the required investments 
would reflect itself. The needs for investments is stressed with the aim of better positioning 
on foreign and domestic market by which Serbia would record a great number of tourist 
visits, it would have a more competitive advantage and Serbia should be aimed towards 
having a competitive advantage, greater possibility for diversity of supply because tourism 
with its recognizable offer that will be accompanied by the required investment can achieve 
its transformation also in the economy with a continuous improvement of its development.
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Abstract:  Nowadays an increasingly popular research topic has become emotions and their expres-
sions in the workplace. Generally, emotions have very strong impact at employees’ ability to act, think 
and communicate effectively. Author Hochschild was the first who defined emotional labor as “the 
management of feeling to create a publicly observable facial and bodily display”. Quality of interac-
tions between employees and clients is the essence of this concept. In this context client can be any 
person who interacts with an employee (customer, patient, guest, etc.). During that interaction em-
ployees must express appropriate emotions as a part of job description. There are many examples of 
such behavior - teachers or medical staff have to show empathy in front of students or patients. The 
main point is that employees have multiple tasks of managing not only their mental and physical ef-
fort, but also emotional capacity. In part of this paper, authors also presented emotional labor among 
university professors. They conclude that in Serbia research that measures emotional exhaustion still 
don`t exists. So the next step will be conducting of quantitative research that will ensure that the col-
lected data can provide useful information.

Keywords:  emotions, workplace, emotional labor, emotional exhaustion

INTRODUCTION

Studing of emotions is getting more and more significant especially when it is about 
organizational environment. When the employees come to their workplaces on Monday 
morning, their personal life does not stay at home. On the other hand, the things they do 
and where they work becomes a constituent part of themselves. (McGrowan, 2011)

The actuality of the topics that can be directly connected to the emotions grows along 
with the cognition that they affect all the aspects of behavior of employees, which the man-
agement must be familiar with and act according to them. The reality points out the the 
organizations are actually the environment full of emotional charge and precisely for that 
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reason the creatin of good organizational climate becomes the imperative for both the man-
agers and employees, which will lead to the achievement of enviable business results. 

Studying of emotions in organizational context is not of a recent date. An increasing 
number of studies and, accordingly, new conclusions, starts from the moment of cognition 
that certain professions imply explicit presentation of emotions in the form of “permanently 
smiled face”, constat, sometimes even service politeness.(Ekman, Friesen, O’Sullivan, M. 
1988)

It is implied that the employees within each profession, when performing daily activi-
ties in an organization, are consumed both physically and mentally. However, it is required 
to stress the fact that certain jobs still require a much higher level of emotional effort. In 
these situations, it is expected that the employee,during daily functioning and performance 
of tasks, expresses emotions that are organizationally desirable and pare practically a part of 
the description of their workplace. (Ashkansay, Hartel, Zerbe, 2000)

ЕMOTIONS – DEFINING THE TERMS AND MAIN TYPES 

People are emotional beings by their nature – according to the author Hebb they are ac-
tually :the most emotional animals”.(Heb, 1949) Otherwise, the very root of the word comes 
from the French term that meand to get excited or upset. The emotions can briefly be defined 
as intensive feelings aimed someone or something and the occur as a reaction to the meet-
ings with a certain person or taking part in an event. (Lewis, Haviland, 1993)

It is very important to stress that emotions carry the meaning and send a certain mes-
sage. Feeling of sadness in environment sends a message that a person has lost something 
that he/she cared about, while the feeling of happiness shows that the person ahs got some-
thing that he/she loves or cherishes. In addition, the emotions are adaptable, person can 
choose whether to show them in their real light or hide/suppress them. It is important also 
to stress the fact that emotions are not irrational. According to AntoniоDamasio, emotions 
help people to avoid potentially bad choices, they simply have the “feeling” that there is 
something that should or should not be done.(Damasio, 1994)

According to the opinion of experts, emotions do not last long (from a several seconds 
to one minute), they are entirely specific (fear, happiness, anger, surprise, disgust), they are 
usually accompanied by a certain facial expression and they directly motivate the man to 
action. (Damasio, 1994)

As it is already known, the emotions can be positive and negative. Positive emotions 
are joy, love etc and they occur due to an event that is desirable and pleasant for the person. 
In business environment those are mainly the emotions that occur after the goal is accom-
plished, raise or promotion obtained. Positive feelings improve one’s mood, creating the 
feeling that now he’s got something that he hadn’t got before. As a result of everything above 
mentioned, there comes to the feeling of fulfillment and satisfaction. 

Negative emotions such as anger, sadness, fear, occur due to negative and unpleasant 
events. Specifically, main reasons of negative emotions at work must be bad communica-
tion with colleagues and supervisors, lack of control of the work environment, inability to 
express own opinion. Negative emotions encourage conflict behaviours. 

It is important to mention that all the emotions are “contagious”, with an accent on 
negative ones, whose bad vibrations last longer in relation to positive emotions. 
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Having in mind that the number of emotions that the people express is really great, 
different authors have attempted to reach the agreement regarding the main emotions that 
are specific for all people through detailed studies.(Ekman, 1992) Some of them have even 
reached the conclusion that any kind of classification is entirely meaningless having in mind 
even those that a man rarely experiences, for example, the state of shock or euphoria, leave a 
strong impression of the person.(Solomon (2002)

On the other hand, there is also the wave of the researchers who claim that there is a 
group of universal emotions that are common to all the people. For example, ReneDescartes, 
the creator of modern psychology, lists that there are six main – simple and primitive emo-
tions – wonderment, love, desire, enjoyment, sadness and hatred. All other emotions are, 
according to the author, a certain combination of the above-mentioned.(Solomon, 2002)

In the studies of a more recent date, psychologists have tried to identify main emotions 
by interpreting different facial expressions.(Ekman, 2003) One of the problems with this ap-
proach is the fact that some emotions are too complex and that they cannot be easily identi-
fied or represented through facial expression. For example, love as one of the most universal 
emotions is not always easy for this type of interpretation. Firstly, it is not shown exclusively 
through facial expression and very often it can be mixed with the emotion of happiness. 
Then, in different cultures, emotion of love is expressed differently. It is also very important 
to mention the fact that many companies have introduced the programs of so-called “anger-
management” a long time ago, where the employees learn that emotions at work should not 
only be expressed, but even the contrary, they should be hidden. (Solomon, 2002)

Although based on the above-mentioned, we can conclude that psychologists and phi-
losophers will probably never entirely agree regarding the categorization of basic emotions, 
the group of researchers agreed in the attitude that human emotions can be reduced to six 
universal emotions – anger, fear, sadness, happiness, surprise and disgust. (Solomon, 2002)

THE CONCEPT OF EMOTIONAL LABOUR 

The concept of emotional labour was firstly introduced by Hochschild, and then in 
the book that was released in 1983 under the title “TheManagedHeart”, she explained the 
concept on the example of stewardesses saying that their work cannot be described as exclu-
sively physical and tedious from that part. for that reason, the main aspect of their job is the 
care of the passengers and their emotions during the flight. (Hochschild, 1983)

The concept of emotional labour refers to the quality of interaction between the em-
ployee and the client. By the term client the author implies anyone that the employee cares 
about during the interaction – patients, children, older persons, buyers, passengers, guests.
(Hochschild, 1983)

Stewardesses that the author has mentioned as example in the book must be polite and 
friendly even towards the most ungrateful passengers. In explaining of this concept, the 
author has used the paper of the author Goffman about ImpressionManagement. According 
to the opinion of the author Goffman, each person in interaction with other people plays 
a certain role and tries to leave as better impression as possible. Emotions and behaviours 
expressed in this case should be socially acceptable and likeable. 

The concept mentioned was also processed by many other authors so that there is entire 
range of the definitions of the same. The authors MorrisandFeldman have defined emotional 
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labour as invested effort, planning and control of emotions that are expressed during the 
contacts with clients and that must be organizationally acceptable.(Morris, Feldman, 1997) 
AshforthandHumphrey have defined the concept as expressing of appropriate desirable 
emotions during transactions with the clients. (Ashforth, Humphrey, 1995)

As we can notice, definitions are mutually supported and they stress the same – emo-
tional labour implies that emotions that are expressed at work should be adequate and or-
ganizationally acceptable having in mind that they represent a part of the profession that the 
employee is engaged with. Actually, this concept implies that the employees should express 
a desired reaction even when they feel entirely different thing (waiters should be polite and 
smiled, doctors neutral). (Ekman, Rosenberg, 2005),Interpersonal relations at work should 
be under a constant control and, accordingly, the employees invest the effort in planning 
and control of emotions that will be expressed.(Ekman, Rosenberg, 2005)

As main characteristics of emotional labour we can mention the following: it happens 
in situations when interaction takes place face to face: the emotions expressed by the em-
ployees should encourage clients’ emotions, attitudes and behavior; in expressing the emo-
tions, the employees must stick to certain rules.(Ekman, Rosenberg, 2005)

Concept of emotional labour and generally emotional effort and consumption was pri-
marily related to service activities which is no surprise having in mind that the aim of entire 
servce industry is precisely the retention of old and attraction of new clients/consumers. In 
this case, their pleasure is largely conditioned by emotional climate during sales transaction. 

Rather requiring jobs are those where the employee takes care of the others on daily 
basis. The mentioned is particularly specific for the jobs of medical workers, social workers, 
employees that take care of the old people, etc. However, we still cannot deny that each pro-
fession inevitably imposes the consumption of emotional reservoirs to the employee. 

Of course, different types of jobs require for the emotions to be expressed in different 
intensity. The employee at the counter is expected to smile at the customer when his/her turn 
comes. On the other hand, the professors use a much wider range of emotions, starting from 
those that are necessary in order to have order in the classroom up to enthusiastic encour-
agement and motivation of students. In addition, some jobs cannot be performed if they do 
not include emotions at the first place, such as it is the case with doctors and pediatricians. 
(Hodson, R. 1998)

In addition to the examples mentioned, there are also the professions in which it is 
desirable to emit the emotions that are not positive. The jobs of a policeman, prison guars, 
lawyer, in some cases both professors and teachers, do not imply politeness but, on the con-
trary, showing anger, strictness, etc. According to the research, two thirds of workplaces, 
even those that do not include direct work with clients, require the initiation of emotions.
(Mann, 1999)

The explanation is rather simple – even the employee who sits all alone in his office will 
have to contact a certain number of collegaues during the day in order to finish the job. Of 
course, contact with other people in his case will initiate certain emotions. 
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PROPER VS DESIRABLE EMOTIONS IN THE WORKPLACE 

In order to understand the issues of emotions are better as possible, particularly at 
workplace, it is required to make difference between real emotions of the individuals and 
those that an individual expressed before the others. 

Real emotions are real, that is how a man really feels. Unlike them, the emotions that 
are shown before other people are the ones that are organizationally imposed and included 
in job description. Of course, employees learn them better and better over the time, practic-
ing “smiled and polite face” every day. 

As it can be assumed, the employees in the sales are expected to act politely, to smile 
and to be friendly. On the other hand, the clients can often be rather unkind, set unreal re-
quirements, complain and/or act in a rough manner. It is logical that the only emotion that 
can appear in seller’s case is disgust. However, if he is not able to cover his real emotion and 
express only the desirable one, it is certain that he cannot expect to have a successful or long 
career in this sector. expressing false emotions is not at all easy. A person must suppress all 
his/her real emotions and practically act his/her business role. 

The authors MorrisandFeldman say that emotional labour includes the following four 
dimensions: the attention to express certain rules in behavior, frequency of its expression, 
diversity of the emotions that must be shown and emotional dissonance.(Morris, Feldman, 
1996)

Expressing certain rules in behavior are the function of the norms of the workplace 
itself as well as organizational norms in general. The more is the employee engaged in ex-
pressing desired emotions, according to the requirements of the workplace, the more he is 
physically exhausted. This dimension includes two subdimensions, length of duration and 
intensity.In other words, the more is the employee forced to more intensively and in a longer 
period express the desired emotion, the probability for emotional exhaustion is greater. (Ra-
faeli, Sutton, 1989)According to the study of the authors RafaeliandSutton, brief emotional 
“inclusions” which imply only a polite greeting require significantly less effort and they can-
not be the cause of burnout syndrome.(Rafaeli, Sutton, 1989)

In the same way, it is very important how often the employee is obliged to express 
certain emotions (positive, negative and neutral). If the requirement for the change of emo-
tions expressed is too intensive, the employees are exposed to much greater effort finding 
themselves in the position to constantly actively plan, supervise and control their behavior.
(Wharton, Erickson, 1993)

When the diversity of emotions that should be expressed is observed, we can easily 
conclude that the greater the number of emotions is in question, the bigger is the emotional 
exhaustion. Finally, emotional dissonance implies the disharmony and conflict between the 
emotions that an individual really feels and those the he should express. The greater the 
disharmony, greater the effort. In this situation, there comes to a certain type of conflicts on 
the relation man – situation. (Abraham, 1998)

For example, salesman should enthusiastically sell the product that he does not like 
himself and/or consider it to be of a good quality, but his obligation to be efficient in trans-
action forces him to act in a completely different manner. Another interesting question is 
whether the employee should “act” certain emotions on the surface only, or he should also 
regulate the feelings accordingly (so-calledsurfaceactingvsdeepacting). 

When an employee is in the situation to end the transaction with the client only with a 
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polite smile or greeting, it is about the shallow emotions. In situations that are highly stand-
ardized, for example the work of a cashier, the emotions expected are not difficult to express. 

However, it is interesting to mention that although some emotions are much easier to 
act, the experts would probably recognize their falsehood. For example, a false smile does 
not activate certain muscles in the region of the eyes and therefore it is different than the 
real one. According to the studies, it is most difficult to hide all the expressions related to the 
disgust emotion. (Rogers, 1951)

Unlike the above-mentioned surface expression of emotions , there are situations when 
that is no longer sufficient in order to meet the expectations of the clients. In that case, the 
employees must regulate not only the feelings expressed. But also internal feelings. They in 
this case have the task to really seem happy, just as they were really enjoying the transaction 
(for example the seller who sells furniture, insurance, cars). 

Accoding to the opinion of authors Ashforthand Humphrey, expression of emotions 
sometimes does not imply any kind of acting. In such situations, unlike previously men-
tioned, the emotions are automatically regulated. The employees sincerely and spontane-
ously feel compassion for the client – a child who is scared of doctors, passenger who suffers 
a panic attact on the flight due to the fear of flying. 

EMOTIONAL LABOUR – SIGNIFICANCE OF PERSONAL AND 
ORGANIZATIONAL FACTORS 

Accoding to the opinion of authors Ashforth and Humphrey,the study of emotional 
labour cannot be accessed in a simplified manner. The concept is much wider and complex 
that it might seem at the first sight. Therefore, the whole problem can be reduced exclusively 
to the concealment/suppressing of negative emotions and/or presentation of a falsely smiled 
face.(Ashforth, Humphrey, 1993)We must take into consideration both the individual differ-
ences between the people (employees) and the organizational factors. (Ashforth, Humphrey, 
1993)

Constant control and/or suppressing of emotions, particularly in the long run, can lead 
to a high level of exhaustion where the employees will resort to some of the manners to get 
rest from the job or he/she will ultimately leave the organization. Precisely for the reason 
mentioned, in case of studying emotional labour, the attention must also be paid to the very 
type of personality of the employees. 

Affectivity, as a characteristic of personality, gains in importance more and more.
(Arvey, Renz, Watson, 1998) It is generally known that positively affective persons are 
optimistic and enthusiastic, while negative affective persons are pessimistic and prone to 
changes of behavior. According to the above-mentioned, persons that are positively affective 
will also express their emotions in a positive manner and thus they will more easily fit into 
organizational environment. It is expected that this type of personality will have to act much 
less when politeness or empathy should be shown. Unlike them, negatively affective persons 
will find it much more difficult to suppress their bad feelings and show the ones required by 
the workplace.(Rafaeli, Sutton, 2002) Having in mind that positive affectiveness is a good 
predisposition for each workplace, negatively affective people, especially when they do jobs 
that are emotionally requiring, will have to learn how to control their emotions and emo-
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tional reactions in general.(Staw, Sutton, Pelled, 1994)
Self-control refers to the range in which people supervise their own actions and control 

emotions and behaviours.(Snyder, 1974) People who have a high level of self-control will 
almost always adapt their behavior to the context in which they function. Unlike them, the 
ones that do not have it (or they have it in a significantly less degree) in most cases will show 
their true feelings before. In case of jobs in which emotional effort is implied, this category 
of people will find it much more difficult to cope with it and probably the majorirty of them 
will, if they want to keep the job, have to try harder to suppress their emotions (which will of 
course result in a higher level of stress in the workplace). According to the results of different 
studies, the employees who are engaged in supervision and control of their own behavior are 
significantly less subject to burnout syndrome.(Hochschild, 1983)

Different authors have given rather interesting observations when it comes to the re-
lationship between the gender of employees and emotional work. The authors stress that 
women are more successful in controlling the emotions, both at work and at home. In addi-
tion, women are much more successful in suppressing negative emotions than men and thus 
there is a greater number of jobs that they will perform better. Of course, the above-men-
tioned also leads to the appearance of a higher stress level in case of the employed women.
(Wharton, Ericson)

What makes men and women different in expressing the emotions was explained by 
the study carried out by the group of authors and which suggests that the two genders have 
different motives when it comes to the emotions control. Women more care about adapting 
to the environment and fit in with the other people in general, while men are motivated to 
remain under control and show only true “masculine” emotions such as, for example, pride.
(Timmers, Fischer, Manstead, 1998)

One of the manners of successful management and generally emotions control is the 
increase of awareness of the fact that there will always exist a gap between real emotions that 
a person feels and those that are desirable to emit in a professional environment. 

Emotional intelligence deals with the issue how the people can better and more com-
prehensively understand each other with the respect of the fact that both parts in the mo-
ment of interaction possess certain emotions.(Hay Group, Emotional and social competency 
inventory (ESCI), 19. March 2016) Тhe term emotional intelligence was established by the 
psychologists of PeterSaloveyandJohnMayer and it was popularized by DanielGoleman, also 
a psychologist, in the book of the same title. The question that is the core of emotional intel-
ligence could be formulated in the following manner: “How do I feel? How do the people 
around me feel?” 

It is obvious that the people who possess a higher level of emotional intelligence will be 
much more successful in all social interactions, making the other people around them feel 
good too. (Goleman, 2005)This personality trait can be treated as one of the most desirable 
in any type of job within service sector. 

With an insight in the literature overview, it was established that the environment is ex-
tremely important when it is about adequate emotions management. (Ashforth, Hzmprey) 
Situational factors of work environment can largely affect the level of emotional consump-
tion. 

As the first factor, most authors list authonomy at work. Great number of studies have 
confirmed the hypothesis that a higher level of authonomy at work reduces the stress level 
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and leads to a high level of satisfaction with the job. Actually, a higher level of authonomy 
requires a lower level of emotional effort in any form of work and particularly those that 
require interference and control of emotions at daily level. (Wharton, 1993)

Then, there are the support by the colleagues and supervisors that create positive work 
atmosphere. The employees who enjoy the support in their work environment experience a 
lower level of stress, less frequently leave the organization and apstinate from work and they 
are, generally, more satisfied with the work.(Howes, Cropanzano, Grandey, Mohler, 2000) 
Support is especially important when it comes to any type of work in service sector. Chat-
ting with colleagues after the transaction with a tedious client has largely led to a more rapid 
drop of the stress level. 

UNIVERSITY PROFESSORS AND EMOTIONAL WORK 

As it was already mentioned in the previous part of the text, emotional work is mainly 
related to certain service professions – stewardesses, workers at bank counters, employees in 
the call centers, hotels, employees that take care of the children, older people or sick people. 
(Glomb, Tews, 2004) However, the group of authors mentions an interesting hypothesis that 
points out that academic workers are actually main proponents of the theories on emotional 
consumption at the workplace and they experience it as such. Accordingly, they have per-
formed a several studies within this group of employees. (Glomb, Tews, 2004)

The question that is essential in this case is the manner in which emotional consump-
tion affects the quality of the work of university professors. They spend the greatest part of 
their working hours exposed to the looks of the group they are in a constant interaction 
with. In addition, if we have in mind the standard duration of lectures, this is the profession 
where the interaction lasts longer than in other, already mentioned jobs and, therefore, this 
“draws” along much more mental effort. 

Very often this group of employees believes that during the lectures they can rely only 
on the cognitive side of the work. This access is in this case entirely simplified – profes-
sors during the lectures go through different types of feelings that they should manage in a 
proper manner. 

The authors who have conducted the research first, they wanted to find out to what ex-
tent the job of university professors is emotionally requiring.(Glomb, Tews, 2004)First of all, 
they took into consideration the fact that they teach students who are not children anymore 
and thus it is not required to create the images of an ideal world for them. Therefore, they 
can suppress their emotions or simply act them.(Sutton, 2004)

In addition, according to the rules of the most faculties, the students grade their profes-
sors after each semester based on different criteria, which can be either an encouragement 
of an obstacle for their further career. For example, the professor who allows himself to 
express all emotional ups and downs in the classroom, might be punished with a bad grade 
by the students. This very information sends the message to university workers that emo-
tions management is the best approach after all. The statement of one instructor from Great 
Britain does seem rather illustrative “sometimes I feel as if I could yell at them for hours but I 
know that it would have a bad effect on my evaluation at the end of the semester”. (Ogbonna, 
Harris, 2004)
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The author Gates interviewed university professors and has come to a series of interest-
ing conclusions. For example, negative emotions were mainly suppressed during the lectures 
and thus the behavior reflected emotional neutrality. In the same way, in the moments when 
from different reasons they did not have enough enthusiasm to hold a class they otherwise 
would, the professors suppressed their negative emotions completely. In addition, their right 
feelings were often suppressed also in cases of giving their opinion about the students. For 
example, one professor has said for a bad student that he is a student who is developing.
(Gates, 2000)

The authors OgbonnaandHarris have represented the situation in rather illustrative, al-
though ultimately truthful manner – students today expect the stage, performance and en-
tertainment. (Gates, 2000)According to the results of their study, the professors have mainly 
expressed themselves in two manners – they characterized the work as emotionally requir-
ing, or they however believed that everything that is asked of them is a part of the profession. 

However, although based on everything above-mentioned we can conclude that the 
job of university professor includes many emotions and, generaly speaking, management of 
those emotions, the author Meier has presented the hypothesis that emotional consumption 
is still “invisible” at the academic level. In order to understand it in the right way, the author 
has linked the emotional exhaustion during lectures and burnout syndrome. Correlation 
between these two events, according to the research results, was always rather high. There-
fore, although perhaps insufficiently visible, as in the field of service professions, the profes-
sors at universities invest a lot of emotional effort in their work. (Marier, 2009)

Having in mind the amount of time that the professors spend with the students, the 
presentation of real emotional expressions imposes itself as the best solution. They will en-
able for the relationship with the students to remain good and honest. It is required to un-
derstand that the lecture cannot always be ideal because it depends on the inspiration and 
mood. On the other hand, total suppressing of emotions or “acting” them can often lead to 
a great emotional effort, particularly if it lasts for a longer period of time. In addition, the 
students very often observe that the professor acts in an artificial manner, which often leads 
to creating a bad, often unreal image of him. Everything above-mentioned becomes even 
more relevant when we observe the cognitive side of professor’s job, which is dominant in 
this case.

WELFARE, MOTIVATION AND EVALUATION OF EMOTIONAL LABOUR 

The authors BakkerandDemerouti were the ones who best explained the relationship 
between emotionally requiring jobs and welfare of the employees. According to their opin-
ion, requiring conditions at the workplace can exhaust all energy reserves of the individuals 
due to which there comes to a great loss of energy. For the reasons mentioned, the employee 
is more and more strained in order to perform his daily activities. (Bakker, demerouti, 2007) 
After their study, many authors have confirmed the hypothesis mentioned. 

However, it is required to mention that the studies also deal with the problems of po-
tential good impacts of emotionally requiring jobs and general welfare of employees. The 
authors claim that employees can sometimes even feel much more satisfied with the client 
having in mind that they have oriented and led the interaction with the client and achieve 
good outcome. After that, satisfaction is significantly higher having in mind that they ob-
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serve the entire process as something they have managed to master.(Xanthopoulou, Bakker, 
Demerouti, Schaufeli, 2009)

In the same way, the employees who have stressed positive emotions during the trans-
actions with clients were much more satisfied with the job in general. The expression of posi-
tive emotions, particularly in the field of service activities definitely leads to the achievement 
of better results and thus the employees also feel fulfilled, successful and recognized.(Zapf, 
Holz, 2006)

Interesting question is whether emotionally requiring jobs have the potential to moti-
vate. Research results regarding this topic are still not consistent. For that reason, the authors 
have included the factor of available resources at work into the research. If the employees in 
an organization have the possibility to dispose with resources and therefore there are pos-
sibilities for further progress and learning, motivation of employees will not record the drop 
in emotionally requiring conditions. The authors Bakker and Demerouti have supported the 
claim with the study that was performed among the teachers in Finland who were faced with 
bad behavior of students. (Bakker, Damerouti)

The availability of resources such as possibility to control, possibility to get and dispose 
with information, support of management, etc., enable the employee to observe the poten-
tial emotionally exhausting situation as a challenge that should be overcome. The success 
achieved, for example, making the order in the classroom, will result in a higher level of 
satisfaction and, therefore, motivation for acting in the same manner the next time.(Xan-
thopoulou, Bakker, Demerouti, Schaufeli, 2009)

The question that is logically imposed is whether the jobs in which the employees are 
forced to act every day and behave opposed to their emotions are better paid than the other 
jobs. The latest study that was carried out by the group of authors points out that the cor-
relation between the salary and cognitive requirements of the job is rather strong, while that 
is not the case when it is about emotionally requiring jobs. Actually, they are better paid 
only if they also imply a high level of cognitive engagement. In that way, lawyers, managers 
and nurses are best paid, however, waiters, employees at the counters, employees in kinder-
gartens are in a much worse position. Although the researchers still haven’t come to a clear 
conclusion, it is mentioned that in this case qualification is still better paid than the com-
bination of emotional effort and physical job.(Glomb, Kammeyer-Mueller, Rotundo, 2004)

CONCLUSION 

Emotions are extremely difficult and complex theme. The same refers to the very term 
of emotional labour. The authors believe that it is necessary to pay attention to the several 
things in order to understand this concept as better as possible. 

Firstly, we must take into consideration that the employees who are oriented on work 
with the clients all day more frequently work on regulating their emotions. If they do that 
in a good way, with no greater difficulties, the organization will, for the sake of their ef-
fort, record good performances. However, we must not forget the fact that this category of 
employees has much stronger predispositions to suffer from burnout syndrome at work, to 
form extremely negative attitudes towards it or to temporarily or permanently withdraw 
from it. All the consequences mentioned, in this case, can cost the organization very much. 

We must also take into consideration both personal and organizational factors. It is 
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certain that both categories seem as stress absorbers, or, on the other hand, they can encour-
age it more. The employees who have the support from their colleagues and managers will 
more easily control the emotions even in more difficult transactions, while it is confirmed 
that women are more suitable for emotional labour. 

The authors of this paper believe that it is quite right to give certain recommendatons 
that we should stick to in order to help the employees not to “suffer” in their working hours 
but to work with as much enthusiasm as possible. 

In the first place, both the managers and employees should be helped to understand as 
better as possible their own emotions, as well as the emotions of their associates. Therefore, 
we must constantly work on the encouragement of the growth of emotional intelligence in 
work environment. The feeling of support and good organizational climate will help in the 
work even during difficult transactions. 

Proactive access to emotions and emotional conflicts can be of a great help. Latest stud-
ies especially stress the advantages of the so-called softskill” approach where it is desirable to 
express the empathy, positive emotions, intuition, sincere support. In this case, the manag-
ers should be a reference example to their employees. 

Having in mind the increasing popularity of the topic, the authors have decided that 
they will, in the next step, carry out a research regarding the emotional labour in different 
professions within service activities in the region of Belgrade. 
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Abstract:  The focus of this document will be on the influence the spectacle-oriented content in media 
has on the program, and on the program orientation and program outline. The question arises as to 
how big is the the share of spectacularism in the electronic or printed media. The author’s intention is 
to perceive the scale of the presence of spectacularism in program orientation in media houses through 
market analysis of investments in marketing made by large corporations. The idea is to keep the 
record of the spectacle-oriented program and its long-term broadcasting frequency through ratings. 
Aware of the fact that the broad picture of media orientation towards the spectacle can be grasped 
comprehensively only through a complete insight into the presentation of all media (electronic and 
printed), the paper will concentrate around comparing results from a geographical and age structure 
of consumers of the media content. Research carried out by agencies irrefutably show the steep verti-
cal growth of spectacle-oriented media content. Technicism in culture fabricates quasi cultural goods 
and transforms them into an effective instrument of power that dominates entertainment sector which 
replaced its basic postulates: meaningfulness and informativity. The aim of the document is to show 
that the wide spread of imported content from the West, such as reality shows, game shows without a 
point, and undifferentiated program outlines which all pander to poor taste of consumers, is inversely 
proportional to its absurdity by showing high ratings and thus dominates the media sky.
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1. INTRODUCTION

If we take upon ourselves to contemplate on the meaning of “circumstance” from its 
cultural, political, economic and sociological aspects we must maneuver through its cur-
rent context in media practice. Market and consumer society both form the mass-audience 
which perceives reality through the personification of the epoch. This process implies the 
favoritism of certain intellectuals who independently establish values or glorify quasy intel-
lectuals who, relying on scientific and technological achievements declare themselves origi-
nal contemporary thinkers but are in reality merely reformulating the already existing and 
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are thus portraying themselves as the originals of the fake.
It is a fact that majority of the media, especially digital (television, internet) have almost 

identical orientations towards import, broadcast, production and copy of spectacle-oriented 
media contents. The driving force behind this is the orientation towards the only value they 
recognize-the profit which runs for the position of the editor in chief (if it already didn’t 
establish itself at this position) and thus becoming the sacred authority in media houses. 
Human-editor transforms into machine-editor who focuses on new market value categories: 
profits and ratings.

This orientation of media companies implies the import of spectacle-oriented contents 
which is created based on rating lists.

2.  HOW DOES THE SPECTACLE AFFECT THE GROWTH IN RATINGS 
AND HOW THE RATINGS FLATTER POLITICS?

Examining the 2015 market overview, television was shown to be the most significant 
component of its growth, mostly through the broadcast of spectacle-oriented contents that 
showed the highest ratings. The highlights of this program outline are sports and music 
spectacles, Turkish tv shows and most particularly, reality shows. (picture 1)

Image 1. Net market size

At the same time frame, monitoring the circulation in Serbia and in the surrounding, 
has shown a worrying decline trend in print media. The largest drop in circulation was 
with monthly magazines. Even those magazines which were basing its content on celebrity 
interviews and their private lives could not keep up with the ratings of the electronic me-
dia. The total in print advertising records the unstoppable drop and many newspapers and 
magazines cease to print.

Daily, weekly and monthly magazines find their salvation in digital editions which 
corespond to new demands of contemporary consumers prone to fast, short, clear and spec-
tacular information based on one principle: spectacle sells! The politics of spectacle is scan-
dal, sensation, bizzar portraying, dirty language (image 2).

The drop in advertizing and readership in print media leads to their dramatic crisis. 
The escape from this crsis is found in production od spectacular multimedia mixes: print-
internet-television.
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Image 2. The politics of spectacle is scandal, sensation, bizzar portraying, dirty language

Radio stations also record a drop but find their way out in joining together to offer a 
bargain advertising price lists becoming more interesting to foreign investments.

Television remains a very important media channel in terms of ratings and investemnts. 
The rise in cable channels that serve political agendas and in times of ellectons mark growth. 
Politically profiled tv channels were shnown to be very uslefull in positioning of the political 
groupations and represent a major share in their campaigns, especially in ellection results.

The politics of spectacle is scandal, sensation, bizzar portraying, dirty language do not 
decline. The interest in profit gain through tv media channels is equally strong in the last 
year (image 3).
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Image 3. The interest in profit gain through tv media channels is equally strong in the 
last year

3.  HOW DIGITAL BECAME A DECISIVE FACTOR IN THE 
UPBRINGING AND EDUCATION?

The unquestionable fact is that digital is in rapid and unstoppable growth and flourish-
ing and Facebook, Instagram, and Twitter have the leading roles. The share of the younger 
population is more than obvious. Social networks take the lead in education, culture, com-
munication, advertising, number of views, likes and shares, rendering and publishing.

Through social networks, their availability and non-selectivity, the Spectacle has 
brought society into a free zone of displaying any content without censorship and any delay.

Anyone and for whatever reason can be recognized when measured against new market 
values of internet communication. (Image 4)

The information was reduced to commercial, social network took the position of an 
editor who favorites spectacle, objectivity was limited to the subjective experience of the net-
work users, and identical appearance was established as the superlative value of each content 
that has one single tendency: to grow into an expensive sensation.

The Internet becomes a space in which every exchange of thought collapses, becoming 
an alternative to real life.
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A new principle is established: to live and to survive involves exclusively a successful 
self-marketing that makes one visible, because if you don’t exist in media you don’t exist at 
all.

Image 4. Internet facts

4.  HOW TO PULL THE WOOL OVER SOMEONE’S EYES: FINANCIAL-
ECONOMIC ASPECT?

Even a casual view of the above facts and the graphs presented will lead us to the inevi-
table conclusion that we are the contemporaries of the unsustainable collapse of the value 
hierarchy and the meaningfulness, and that through the death of critical thinking the child 
of the spectacle is being born that surpasses its creators and threatens to master each of the 
spheres of life.

The process of growth of the new spectacular entity takes place through the production 
of economically sustainable, colorful, and beautifully packed soap bubbles in wholesale.

In order for this process to run smoothly and with full financial effect embodied in 
grand profits, it is necessary to point to an educational alliance between totalitarian masses 
and elites. The fact that the potential for criticism of the intellectual elite is dormant and the 
only ones out there are those “approved by the audience” makes a clear case for the legaliza-
tion of the culture for the masses as the only authentic and acceptable value.

In this newly emerging symbiosis, the power of media illusionism and seduction is 
crucial to the totalitarian government.
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Help and support comes from the technical control which eliminated any possible criti-
sism of the ideological interpretation and reduced the meaning to the level of usable value 
and easily accessible consumption accompanied by crude guidelines and instruction manu-
als.

Finally, this refers to the symbiosis of meaningnes, notion, and criticism in the amor-
phous mass of the spectacle that takes the form of each container (media) in which it finds 
itself.

5.  THE SUPREME PRINCIPLE OF MODERN SOCIETY - THE POWER 
OF SYSTEMIC MANIPULATION

How does the newly established principle of modern society function? By asking this 
question, the methodology behind establishing a new world is revealed, which in its deeper 
context is based on the overall manipulation and use of media as the most attractive chan-
nel.

Comprehensive manipulation is based on the technical distribution of the newly estab-
lished media reality.

Technical mind puts reality in sequence and distributes those sequences in order to 
process it and make use of it. How does it work?

By means of calculation and rigorous control conducted by financial and political cent-
ers, a man and a society are reduced to a mere being who recognizes only the principles of 
benefit and cost-effectiveness.

Dialectic is reduced to a mere method or a set of rules that in its fundamental sense 
becomes a technical matter of general practice and its application.

If we add the contemporary ideological course of the totalitarian system of government 
to this technical truth, we have a detailed recipe for the creation of the indifference and in-
ertness of the individual towards any change.

In this kind of media-engineered product, individual feels alienated from itself and 
from any kind of critical or logical judgments.

A contemporary individual suffers from a psychosomatic disorder accompanied by 
anxiety, intolerance, feelings of absurdity, frustration, boredom etc.

Such a tired, exhausted and alienated individual is (unsuccessfully) dealing only with 
consequences without the ability and the energy to put things into perspective historically 
and by principles of the natural law of logic, thus revealing its causes and his shameful role 
of the puppet.

The essence of the civic structure of societies is reflected in the power of technical cal-
culations that through mathematical rules (equations) reduces principles of human reason 
and natural law of logic to technical realization.

Through countless means of media manipulation in which the spectacle is dominant, 
individual’s behavior is standardized to the level of bar code reading of the only natural, 
spontaneous, appropriate and reasonable form of existence.

A man is defined as a static matter whose value is measured only by the self-sustenance 
through successful or, unsuccessful adaptation to the newly formed values.
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It is the force of a collective, a well-instrumented pack that can be successfully trained 
by imposing the reality show environment that simulates freedom (exposure).

6. CONCLUSION

Bringing to end this assay about corelation of financial and economic factors on media 
(or on their editorial orientation), we can conclude that this is a causal relationhip. We have 
to keep in mind that this assey does not review the autocracy of far East countries which 
never developed plural society or the countries in transition where swich from one-party to 
a multiparty system causes the comotion in values.

We associate our insights with those countries that are well-known for regulated politi-
cal communities in which there is an institutional division of authority (executive, legisla-
tive and judicial), market economy and party pluralism.

In these countries, we notice a close dependence between large capital, on the one hand, 
and the editorial orientation of the most influential media, on the other hand.

Behind the financial support of the state to the media that are in its possession, there is 
an obvious pressure of those political parties, which, thanks to the electoral victory, consti-
tuted - the power.

Regardless of the need for these media to “produce” news that should reflect the reality 
of political pluralism, there is a clear dominance of those who affirm the interests of the cur-
rent ruling political parties, most often constituted through coalitions.

Media not owned by the government, by their very nature, express some private inter-
ests that are never politically neutral.

The political and economic capacitor in these countries is most obvious in the case of 
media which are not neutral and even less – free.

Betraying this crucial value of the French revolution is largely related to the betrayal 
of the postulates of liberal political philosophy. From Locke to Milo and Popper, the idea of 
the individual freedom has always been the supreme value of liberal democracy in which the 
state had minimal influence: to protect that freedom without meddling in the laws of free 
market.

The free market was also crucial for the development of the media as the owners were 
forced to compete, and, consequently, to profit.

This entailed the psychological consequences, as all the factors of the media “product” 
were motivated to shape the goods so that it was more attractive than those of the competi-
tion.

For these reasons, many saw a self-regulatory mechanism in such free market because 
the state reacted only when someone violated the legal framework in which the market func-
tions.

Over time, the freedom of the individual, as the first on that vertical scale of value, has 
gone under the state’s obligation to protect private property, which can only be treated as a 
specific feature of individual freedom: private property has become a kind of deity of liberal-
democratic states.

When the Cold War ended at the end of the 1980s, a unipolar world emerged that inau-
gurated neo-liberal philosophy, a new world order and globalization.

In addition to military and political instruments, media were crucial for shaping that 
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vision of the world that corresponded to the interests of a center of power.
State media, and those behind the large financial capital, have been defining the “truth-

fulness” of many events that have been interpreted from the perspective of the interests of 
multinational companies.

Using the media, they created the “parallel reality” that Baudrillard rightly called “sim-
ulacrulum hyper reality”.

“Reality” becomes subject to selection by the media, so two relatively identical events 
are treated contrary: if financial capital sees interest in it, an event will turn into “the only re-
ality” through the innumerable repetition of a short and simple, largely false content, while 
the other event will be greeted with a “conspiracy of silence”: it did not even happen.

In that sense, the freedom of the media is merely a phrase, since they are all dependent 
on those centers of power that fund them.

As long as politics forms the editorial orientation of the media by using the financial 
pressure, we will face the absence of any possibility to see the reality through the eyes of 
criteria based on truth.

The emergence of a multilateral system of power opens the possibility for an individual 
to compare the content of the opposed parties, and develop critical awareness.

But even such new world carries the burden of large, corporate capital that has inter-
nationally established itself through the International Monetary Fund and the World Bank.

The independence of the states from their influence is one of the conditions for the 
existence of free media.

However, their dependence on financial factors will remain relevant. Perhaps this de-
gree of Zdependence will reduce over time, but globalization has already created structures 
and patterns of behavior that are hard to change.
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Abstract:  Solving disputes which come from legal entities’ business activities demands, among other, 
rapid action, safety for the parties involved in the dispute, decision finality, dispute confidentiality, 
saving time and money. In case that the value of the incurred dispute is financially important for the 
parties, the more important it is that the dispute gets its final decision as soon as possible. Leaving 
such disputes to court authorities, regardless of indisputable benefits, cannot answer many specific 
legal entity needs who have found themselves in a dispute on some subject, and to whom saving time 
and gaining profit are the most important guidelines in business dealings. The following text shows 
comparative advantage of arbitration compared to classic judicial proceedings in disputes which oc-
cur among legal entities, then comparing certain arbitration types which are available to the parties 
in the dispute, whereby the objective weaknesses of certain arbitrations are not excluded. Arbitration, 
whether it is understood as an alternative form of handling disputes, or as a judicial mechanism for 
solving problematic situations, deserves quality analysis and application in practice in a degree which 
would be according to the results, as well as all objective advantages of this mechanism.

Keywords:  Arbitration, ad hoc arbitration, institutional arbitration, accelerated arbitration.

INTRODUCTORY REMARKS

When it comes to commercial disputes that result from not respecting the contractual 
provisions, the idea on court settlement is most frequently the one that appears first. How-
ever, regardless of the rich court practice in this field, alternative mechanisms for dispute 
resolution in the economy primarily have the form of arbitration, offer numerous advan-
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tages and also have a respectable practice which was developed along the development of 
overall economic and trade activities.

Usual legal terminology marks the arbitration, along with negotiation and mediation, 
as alternative method for dispute resolution.

In the historical beginning of resolving the disputes that are similar to the today’s insti-
tute of arbitration and prior to the formation of institutions in the form of courts, disputes 
that result from contractual relations were solved by looking for a neutral instance which 
a priori does not support either party in the dispute, and which mediated in getting some 
kind of an agreement between the parties of the dispute. During the achievement of one 
such agreement, the parties have respected the decision that was made by a neutral instance.

Rich professional references that deal with the issue of arbitration resolution of disputes 
witness in favour of the fact that arbitration took place very early and that some elements 
of it can also be found in Ancient Egypt, then Ancient Rome and Ancient Greece, as we as 
in practice at European courts. The first rules that regulated the issues of arbitration have 
appeared around 15th – 16th century in England and United States of America. Therefore, 
in these historical beginnings it is possible to find certain traces and elements of arbitration 
practice, while the real development of arbitration appeared in 20th century, at the time 
when in many European countries and United States of America there were laws made that 
also regulated the issue of arbitration and offered this institute as an official alternative to 
court practice.

At the very beginning of regulating the arbitration activities, the arbitration was prac-
ticed as an ad hoc possibility, while institutional regulation came somewhat later. Institu-
tional regulation of arbitration has precisely led to the establishment of private organiza-
tions whose task was primarily to perform arbitration procedures. The greater development 
of this institute has taken place parallel with the development and intensification of inter-
national trade flows, so today’s situation in this field is such that most countries have special 
laws about arbitration and special arbitration institutions. Abritrary resolution of disputes 
is most frequently used in economic practice, i.e. it is the most suitable for resolving the 
disputes with international element in economy.

DEFINITION OF ARBITRATION AND SOURCES OF ARBITRATION LAW

There were numerous attempts to define the arbitration and they are recorded in case of 
both national and foreign authors. For example, D. Mitrović saw arbitration as „resolution 
of disputes by a person mutually determined by parties to the contract in the arbitration 
agreement and, on the other hand, non-state body that solves the dispute that emerged“. 
Then, professor T. Varadi determined arbitration as „non-state institution that resolves the 
disputes entrusted by the parties that found themselves in a dispute“, while professor G. 
Knezevic defended the attitude that in case of arbitration, its functional character is more 
important in relation to its organizational character, i.e. the activity of arbitration is more 
important than the institutional form the activity is expressed on, since the activity is always 
the same, while oragnizational forms are susceptible to changes.

Among the foreign authors, we can mention V. Lev who set aside main characteristics 
of arbitration in the following manner: 1. Its the method taht serves for dispute resolution, 
2. Disputes are solved by third, i.e. neutral parties that are given mandates by the parties of 
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the dispute; 3. Mandate also determines the frameworks in which the arbiters many move; 
4. Arbitration and trial are similar in the aspect of method, except the case of resolving by 
the principle ex aequo et bono; 5. That is the method for resolving the disputes of a private 
character, i.e. arbiters are controlled by the parties, rather than the court; 6. Arbitration 
decision is final in the aspect of legal remedy; 7. Arbitration decision is obligatory for the 
parties having in mind that they have had a tacit agreement regarding the respecting of an 
arbitration decision; 8. Arbitration decision is independent from court bodies in most cases, 
except some issues, for example compulsory execution.

National Law on Arbitration does not contain the definition of arbitration, since it can 
be used with several meanings, depending on the context. From all the professional efforts 
invested in the attempt of a more precise defining of arbitration, we can reach significant 
elements that define this issue. Therefore, those elements can be defined as: 1. Arbitration is 
a manner, i.e. method for resolving disputable legal relations between two or more parties; 2. 
The dispute was entrusted for resolving to the third party, i.e. third parties that were given a 
mandate by the parties within which they can operate; 3. Arbitration decision is mandatory 
for the parties since they have accepted the obligation with the very act of entrusting a man-
date to arbiters; 4. Execution of arbitrary decision is provided by the state through coercion 
in case that a party refuses to execute arbitration decision voluntarily.

Sources of arbitration right are classified into material and formal, where by the mate-
rial sources we imply the will of an authority in one state which is competent for the adop-
tion of regulations that regulate functioning and establishment of arbitration. As formal 
sources of arbitration law, there appear arbitration agreement of the parties, law on arbitra-
tion or the law that regulates judicial process in a country, inter-state bilateral agreements, 
then international conventions, either multilateral or regional, individual rules of arbitra-
tion institutions, international trade customs, arbitration practice and a contribution given 
by the science of law.

For the regulation of this issue at the international level, the year 1985 is very impor-
tant when the United Nations Commission on the International Trade Law (UNCITRAL) 
adopted the model of the Law on International Trade Arbitration (Goldštajn, Triva, 1987, as 
well as the year 2006 when the same UN Commission has adopted the Model of rules on 
international trade arbitration. These two sources of international law are significant due 
to setting widely accepted standards that are applicable to both international and internal, 
national arbitrations. The third source of international law in the field of arbitration is the 
New York Convention on recognition and execution of foreign arbitration decisions, and 
for all international sources of arbitration law there is the same rule that they can have ef-
fect in practice only after the ratification by individual countries, by which the mentioned 
international sources get the strength of a law. In addition to these three sources, bilateral 
agreements can also have the strength of international sources of arbitartion law, under the 
condition that they contain arbitration clause based on which physical and legal entities of 
the signatory countries could appear as parties in dispute before some mutual arbitration.

When it comes to the national sources of the law in the field of arbitration, certainly the 
most important source is the Law on Arbitration, but that is not the only source, but there 
also appear other laws, such as Corporate Law, Law on Obligations, Law on Extra-Judicial 
Proceedings and the like.



Ljupka Petrevska, Marija Bulatovic, Ivana Petrevska, Miroslava Petrevska
124

The sources of arbitration law can be classified into imperative or mandatory and dis-
positive, i.e. facultative. Mandatory sources of arbitration law are, for example, regulations 
of public order that the countries apply in the territory of their competences in case of regu-
lating the relations between their subjects, in case of which there always appears a foreign 
element. As a dispositive sources of arbitration law we can mention, for example, the rules 
of UNCITRAL, which are applied conditionally in case of ad hoc arbitrations, if and in the 
manner in which the parties in the dispute agree regarding their validation.

POSSIBLE APPROACHES IN RESOLUTION OF ECONOMIC DISPUTES

The tendency in modern business is aimed towards more and more frequent practice 
of extra-judicial resolving of potential economic disputes. The basis for such a practice can 
be found in previous agreements of the parties, through which they have agrred to use the 
arbitration mechanism in case of any type of dispute and such previous agreements most 
frqeuently avoid the addressing to the court. In case of previous agreements between eco-
nomic subjects that regulate their business relations, and in case of which it is not clearly 
defined by a special clause which mechanisms and laws are applied for resolving potential 
disputes, it most frequently happens that, if there comes to disputable situations, they look 
for solutions in such cases through judicial proceedings, since the courts are an automatic 
and implying manner of solving the disputes, if otherwise is not precisely defined.

In case of economic disputes, economic subjects can, in addition to courts, choose the 
using and prediction of one of the alternative forms of solving them, which, among other 
things, refer to the processes of negotiation, mediation and arbitration. Economic subjects 
are more and more oriented on the choice of some of the alternative forms in order to avoid 
strictly formal and very often long judicial processes. The economists who do business today 
apply modernization in all business segments and in all situations that can have an effect 
on their economic activities, and thus in the apsect of solving possible disputes with their 
partners with whom they establish contractual business relations they tend to predict the 
appearance of disputable situations as well, even in the negotiation phase and during mak-
ing of the contract, as both the best and most economic manner to resolve them.

In international framework, it often happens that disputable issues are presented before 
the institution or the body that is of ad hoc character and that is only similar to the arbitra-
tion, it is not equivalent, since it brings attitudes, opinions and suggestions for solving the 
disputes and which as such are not suitable for growing into execution title, regardless of 
the fact that they can seem extremely authoritative. Such opinions and recommendations 
are mainly given by persons who are experts and they most frequently refer to the issues of 
technical nature.

In addition, the disputes occured in economy can be given over, in some situations 
and under certain conditions, to the institutions taht represent real arbitration institutions 
because their decisions are suitable for compulsory execution and the specificity of these 
institutions is in the fact that they limit their activity only to the consideration of the issues 
of technical nature1.

Then, institutions for conciliation and mediation represent special and very often regu-

1  An example of such an institution is Abritration Court for Cotton with headquarters in Avre, 
France.
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lar arbitrations as well. The role of conciliators (mediators) is interesting and it is within the 
range from giving interpretations and explanations of the attitudes, up to the suggestion of 
compromises, in which case mediation ends with suggestions. Therefore, when it comes to 
the institutions of this type, ultimate fate of the resulted dispute depends on the parties of 
the dispute and this fact contains the main difference in relation to arbitration, whose deci-
sion is mandatory for the parties.

When the subjects that enter business relations decide to turn to abritration for the dis-
pute occured within that relation, it is good to mention that entrusting the dispute to arbi-
tration happens based on arbitration agreement, which can be ina form of a compromise or 
compromisory clause. Compromise is a written agreement of the parties to entrust a specific 
dispute that has already occurred to the arbitration, while compromisory clause is a part of 
the main contract that is concluded between parties and it refers to all the disputes that can 
result from contractual relationship. Therefore, we can conclude that arbitration clause is a 
special legal unit and its fate in the legal aspect does not depend on the main contract, i.e. 
the situations in which it comes to the nullity of the main contract do not have any impact 
and they do not have nullity of arbitration clause as a consequence. In addition, there is an 
open possibility for the arbitration, based on compromisory clause, to decide on the validity 
of the main contract.

In case of arbitration, the principle „competence-competence“ is valid, which implies 
that the arbiters own the competence to decide on their authorizations themselves and, on 
the contrary the efficiency of arbitration procedure could be brought to question. When the 
arbiters make a decision that they are competent for some issue, that necessarily means that 
they can also make a decision.

THE ADVANTAGES OF THE ARBITRATION IN RELATION TO THE 
CLASSICAL JUDICIAL RESOLUTION OF DISPUTES IN ECONOMY

Although in expert circles there still is the dispute regarding whether the arbitration is 
one of the forms of alternative resolution of disputes or the arbitration along with judicial 
process is among the judicial mechanisms for disputes resolution, regarding main character-
istics of arbitration resolution of disputes in economy there came to a respectable consensus.

In the Manual for training that refers to arbitration and which was prepared by the 
Agency for International Development (USAID-CLE) – Commercial Legislation and Ex-
ecution (CLE) there are analytically classified some of the most important characteristics of 
arbitration (USAID, 2014: 6-7):

•	 The	issue	of	the	constraint	of	solution	–	arbitration	solutions	are	limited	by	previ-
ous, initial agreement which was achieved by contractual parties and most frequently the 
constraint refers to financial costs, court injunctions, as well as court warrants.

•	 The	 issue	of	bodies	 in	an	arbitration	procedure	–	 each	of	 the	 two	parties	 to	 the	
contract which have found themselves in the dispute name one arbiter each, and then he 
chooses the third one, who has the chairman role and all thre arbiters are named in order to 
solve the dispute. In case that arbitration panel has more than three arbiters, it is important 
to pay attention for the total number to be odd.

•	 The	issue	of	relations	between	arbiters	named	and	parties	to	the	dispute	–	parties	to	
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the dispute submit necessary, useful and usable information on the subject situation to the 
named arbiters; such information, essential for the procedure itself are submitted in either 
written for or within the dispute itself, where it is important for the arbiters not to use the 
possibility of ex parte discussion.

•	 The	issue	of	a	key	role	in	arbitration	procedure	–	parties	that	are	in	a	dispute	and	
that have chosen arbitration, in the very procedure have a secondary role, since the presenta-
tion and representation of their attitudes takes place through lawyers, which have an active 
role in this procedure.

In addition to the above-mentioned, we can also stress the independence of arbitration 
clause in contracts by which we regulate business relations between the two parties, so in 
situations when the contracts are concluded for a defined period and it occurs that it is re-
quired to refer to arbitration clause at the moment when period of the contract has expired, 
the clause that refers to arbitration is still valid and it can still be used2. This characteristic 
gives a big contribution to the legal security in business relations.

Companies, which are the subjects of contemporary business processes have an in-
creasingly developed awareness of the significance and advantages that are offered by the 
possibility of arbitrating possible disputes that result from their business, but they simul-
taneously do not neglect or forget about the potential weaknesses of such a mechanism for 
dispute resolution. Will there prevail positive objective facts in relation to the arbitration or, 
however, some of its weaknesses will be crucial, it depends on specific disputes, amount and 
financial values of the jobs they refer to, as well as the characteristics and prevailing choice 
of economic subjects that are found in the dispute. For example, for some disputes and some 
companies, finality and committment of arbitration decision can be an advantage, while the 
same characteristic in some other situation and in some other companies can be considered 
as insufficiency.

According to the analysis made for the needs of the application of Manual for training 
that refers to arbitration (USAID-CLE, 2014: 8-9), there are pointed out some of the main 
differences between arbitration and judicial procedure:

•	 The	issue	of	jurisdiction	–	when	the	companies	choose	that	contractual	clause	that	
regulates the issue of solving potential disputes contains the possibility of court settlement 
of such disputes, then the issue of jurisdiction can bring up several problems. Namely, the 
most frequent situation is that in commercial disputes with the foreign element, which are 
solved through court bodies, the dispute is considered before the court bodies of the coun-
try in which one of the dispute parties have their headquarters. Possible situation is for the 
parties to the contract to agree to give the subject in to the jurisdiction of court bodies of 
some third, neutral state, but such a possibility of legislation of many countries is often not 
recognized. In addition, the clause that regulated the issue of jurisdiction, in case of those 
contracts that predict the possibility to resolve the disputes in court, can very often be sub-
ject to impugnment in cases when the competence is provided for „the competent court“ due 

2 „If the parties (legal entity with headquarters abroad and legal entity with headquarters in 
Serbia) for the dispute during contract execution have agreed the International arbitration is competent, 
and that contract is concluded for a defined period that expired, it does not mean that the contract 
stopped being valid over time in the aspect of contracted judicial competence when it is about a dispute 
that occurred during contract execution, because it is about a compromise clause – arbitration agreement 
which does not share the fate of basic contract in the aspect of duration”, Decision of High Commercial 
Court, Pž.11125/2005, 13.01.2016. 
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to inappropriateness of final choice of the competent court authority.
When it comes to arbitration, prediction of this mechanism in contracts by which we 

regulate business relations between economic subjects gives the possibility to overcome al-
most all doubts in relation to jurisdiction, which can be open in case that he mechanism 
selected for resolving the disputes is the court. The base for such a claim is in the fact that the 
arbitration agreement is observed as a type of an agreement that is neutral and that cannot 
be affected by politics or judicial structures of any parties to the dispute, regardless of the 
fact that procedure is lead in one of the home countries – parties to the dispute.

•	 The	issue	in	relation	to	the	application	of	the	decision,	i.e.	verdict	–	when	it	comes	to	
the application of arbitration decisions, and since they most frequently relate to the disputes 
occured in international economic flows, this issue is regulated by New York Convention 
on the Recognition and Enforcement of Foreign Arbitral Decisions (New York Convention 
on Recognition and Execution of Foreign Arbitration Decisions) from the year 1958, which 
prescribes that all the arbitrary decisions that are made in the countries that signed and ac-
cepted the Conventuon are also applied in the territory of jurisdiction of all other signatories 
of the Convention, in the same way as national decisions are applied. In relation to the appli-
cation of judicial decisions, although this issue is regulated by the Hague Convention on the 
Application of Foreign Judgements, the practice has shown frequent problems regarding this 
issue and cases in which there comes to the lack of application or inadequate and incomplete 
application of judicial decisions in all interested countries. The issue of applying final deci-
sion is also the greatest problem of court settlement of commercial disputes.

•	 The	problem	of	time	and	financial	saving,	i.e.	cost	saving	–	precisely	this	issue	is	
most frequently the crucial and essential for the selection of an arbitrary manner for solving 
commercial disputes. The cost price of arbitration procedure is always lower than the price 
of judicial process for the same case. Namely, judicial processes can be led in more than one 
level, and judicial decisions are subject to the right to complain, so all those options conse-
quently lead to the increase of the cost price of judicial procedure. In addition, the saving of 
time resource for the dispute parties is also not negligible, since the arbitration procedure 
can be ended for a day, when arbitration courts have sessions and finally make a decision 
regarding one dispute. On the other hand, procedures that are led before judicial bodies can 
last much longer and also, due to a great number of diverse cases that courts are burdened 
with, just to schedule the hearing and to wait for it often requires much more time than it 
is the case with arbitration. Since it is about commercial disputes and that the companies 
in their business are led by the principle of profit and less costs, it is understandable for the 
arbitration to be a better alternative that is offered to them for the situations of potential 
disputes with their business partners.

•	 The	issue	of	secrecy,	i.e.	confidentiality	and	privacy	–	Respectable	confidentiality	
level of the process that is led before arbitration courts is also an important fact for the selec-
tion of arbitration for solving both national and international commercial courts. Which 
confidentiality level will be respected and applied it depends on the arbitration rules re-
garding which the parties in the dispute have previously reached the consensus and that 
confidentiality level is confirmed by the very agreement on arbitration. On the other hand, 
judicial processes are led in a manner that is open for the public interested and in their case 
there is no privacy and confidentiality that is offered by arbitration courts whose employees 
cannot publicly express any facts that refer to dispute and parties to the dispute.
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•	 The	issue	of	prediction	–	Prediction,	as	a	very	important	issue	in	all	disputes	with	
the foreign element, in the field of commercial activities gives advantage to arbitration, 
where disputable situations are solved immediately, i.e. in one day, day of the hearing, when 
arbitration decision is made and it is not possible to file a complaint. Precisely that finality of 
decision and inability for it to be changed at some other arbitration levels is another differ-
ence between judicial and arbitrationresolving of commercial disputes, which gives advan-
tage to arbitration because one court verdict per one case does not necesarily mean that it 
will be final verdict, i.e. that the subject dispute will in the end be solved in the manner that 
was primarily decided.

•	 The	 issue	 of	 specialization	 –	 difference	 between	 classical	 courts	 and	 arbitration	
courts and the segment of specialization, in the aspect that the court for solving the dis-
putes offeres exclusively the judges, i.e. lawyers, while arbitration courts offer the posibility 
to choose arbiters of the most appropriate profession and specialization that is adequate for 
the dispute subject. Therefore, arbiters are not necessarily lawyers, they own specializations 
froma wide range of fields and issues and such personnel of arbitration courts is also another 
advantage of this type of solving the disputes in economy, compared to judicial processes. 
The companies that were found in dispute can, depending on the nature of disputable issue, 
choose the most professional arbiters for the specific disputable situation, which is of a great 
importance when it comes to courts that refer to big financial amounts.

•	 The	 issue	 of	 flexibility	 –	 the	 option	 of	 flexibility	 and	 adaptation	 of	 processes	 in	
the most adequate manner are most certainly greater in case of arbitration processes than 
in case of judicial acting in commercial courts. Flexibility offered by arbitration refers to 
the fact that in its case the parties to the dispute are the ones that form the process itself, 
primarily with the consensual selection of the rules of procedure, as well as consensus for 
some of the non-adequate rules for a specific dispute to be avoided and not applied. Judicial 
processes, on the other hand, have rigid and strict rules that exist are are applied indepen-
dently of the desire and will of the parties that found themselves in the dispute and they are 
not susceptible to the adaptation to specific situations.

•	 The	issue	of	finality,	i.e.	finalization	–	Unlike	judicial	decisions	that	you	can	com-
plain about and that can, therefore, be solved at a several elvels, arbitration decisions are 
both final and mandatory for parties to the dispute once they are made and there is no 
possibility to file a complaint. There are exceptional cases when the parties that have left 
disputable situation to solving through arbitration mechanisms and when one of them is 
not satisfied by the result and then judicial consideration of arbitartion decision is required. 
Regardless of these exceptional situations, it is believed that through arbitration it is faster 
and easier to reach final solution, i.e. final decision.

TYPES OF ARBITRATION

Adaptability of arbitration process, essentially significant for companies, in addition 
to the above mentioned factors also implies the possibility to select the type of arbitration 
that will be applied in the specific dispute. In the practice, we can until now identify the 
appearance of institutional arbitration, ad hoc arbitration, as a special type of accelerated 
arbitration.
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Therefore, when the companies in dispute choose arbitration as a mechanism by which 
they will solve disputable issue, the next choice that opens for them refers to the possibility 
to select the leading of arbitration procedure based exclusively on the rules of one specifi-
cally mentioned arbitration institution, or leading the process of arbitration based on ad hoc 
procedure. Main difference between these two possibilities, institutional and ad hoc arbitra-
tion, refers to the fact that in case of accepting institutional arbitration the procedure per 
the dispute is led by an institution in accordance with its defined rules, while in case of ad 
hoc arbitration, the very parties that found themselves in a dispute and that have chosen the 
arbitration reach the consensus regarding the procedure of specific arbitration for their case.

The practice of institutional arbitration can be found in case of a series of international 
organizations such as, for example, International Court of Arbitration which is formed at 
International Chamber of Commerce, then International Court of Arbitration with head-
quarters in London, Center for Continuing Arbitration with headquarters in Vienna, and 
many others.

The recognized advantages that come along with the selection of institutional arbitra-
tion refer primarily to the strong institutional aid and support to the parties at any moment 
and regarding each issue that can appear during the procedure. Then, each arbitration in-
stitution has its own, carefully and highly professionally set rules of behaviour, which is a 
facilitating circumstance for each party to the dispute and when it comes to the companies 
that are in a situation in which they must turn to arbitration mechanism, this previously 
professionally set rules of the process, which can be accepted according to the free choice 
and will, simultaneously bring along a great savings in time, which is a criterion of a great 
significance for all business subjects.

In addition, decision for institutional arbitration provides a high level of prediction, 
since the interested parties in that situation have a rather useful possibility of previous ob-
servation and consideration of arbitration procedure, i.e. they have apossibility to prepare 
for entering one such procedure in the best manner. In the same way, the important fact 
is that in case of institutional arbitration there is open and additional possibility for the 
economic subjects in dispute to agree on the change of some individual rules of the pro-
cess which they consider inappropriate or not useful and to, therefore, through institutional 
support adapt the procedure entirely to the specificity of own disputable issue. Potentials 
of institutional arbitration are still expressed through the possibility for the parties in the 
dispute to accept the so-called pattern clauses on arbitration, by which they avoid the efforts 
and situations in which they could due to bad and imprecise clause they made themselves 
get into a conflict with the interpretation of clause validation, which can happen if it is insuf-
ficiently and unprofessionally developed.

The most significant advantage available through institutional arbitration certainly re-
fers to open and provided possibility to select an arbiter who will act in the specific dispute. 
Therefore, in case of this type of arbitration, the companies that are in a dispute choose to 
leave the selection of the arbiters to the arbitration institution and thus many possible mis-
understandings and encounters between then regarding the selection of arbiters are avoided. 
Arbitrary institutions have a list of arbiters, who are respectable people of their profession 
and who can be named for acting in fields and disputes that correspond to them. In thsi way, 
if the selection of arbiters is left to the institution, this reduces the time required to prepare 
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the procedure because the parties are not the ones that negotiate the price with arbiters, but 
the favour is offered by arbitration institution.

The help of institution in arbitration process includes each type of logistic and admin-
istrative support, by which arbitration court and parties to the dispute are released from 
this obligation, which ultimately contributes to the acceleration of the process and saving of 
time. In addition, decisions that are the product of institutional arbitration have a greater 
strength before court bodies in relation to the decisions resulting from ad hoc arbitration, 
where there is a greater possibility for the judicial bodies to reject them in certain disputable 
situations.

Ad hoc arbitration carries along certain advantages for the companies that have the 
need to solve the dispute through this mechanism. The most important advantage is the 
flexibility, i.e. high level of adaptibility, which is the result of a given freedom to the parties 
in dispute to independently decide on all important elements of the procedure and thus 
to entirely adapt the arbitration process to their specific needs. This possibility offered is 
especially useful for parties to the dispute that have a great knowledge and experiences in 
regard to arbitration and they do not own enough knowledge on the procedure they get into. 
Significant aid in case that parties to the dispute lack experience is offered by the Model of 
arbitration rules of UNCITRAL, which the parties can accept and apply in case that their 
choice for solving the case is ad hoc arbitration.

Ad hoc arbitration gives the possibility of additional and significant saving of time 
and money to the companies that solve their disputes through this mechanism. For it, it is 
possible to set aside less financial funds than in case of institutional arbitration where it is 
necessary to pay the services of arbitrarion institution and the only thing that is up to the 
parties is to negotiate independently with the arbiters selected on the compensation for their 
engagement. When it comes to saving of time, we reach it by avoiding unnecessary and, in a 
specific case, the procedures from which there is no use. Therefore, in case of ad hoc arbitra-
tion, the companies in dispute come only through the most necessary procedures and thus 
they do not lose time and they do not have an empty walk in their entire functioning. In 
addition, in case of ad hoc arbitration, the parties that are in dispute are not obliged to ac-
cept all the rules of UNCITRAL, but they have the possibility to adapt them to their specific 
dispute, which there is another advantage of the selection of ad hoc arbitration.

Certainly, for the companies that have a dispute in business and that solve it through 
arbitration, it is useful to get to know all the advantages and disadvantages of institutional 
and ad hoc arbitration, in order to have a required capacity to make the most appropriate 
choice. A special type of arbitration process, which is significant especially for the subjects 
that act in economy at the international level and that do jobs with great financial foresign 
is the accelerated arbitration. This type of arbitration was promoted and introduced by In-
ternational Court of Arbitration in the beginning of the 1900’s, by which it provided an 
adequate answer to the existing criticism that refered to the length of arbitration process 
in disputes with a foreign element. This has actually meant that the International Court of 
Arbitration has created arbitration rules which can accelerate the regular arbitration proce-
dure. In case of accelerated arbitration, leading of the process is entrusted to one arbiter and 
a complete process is based on written documents submitted to the acting arbiter or on one 
hearing that is held in this case. A constraint that is still related to the accelerated arbitration 
refers to the fact that this process is still not common possibility in many countries and, at 



THE ADVANTAGES OF SOLVING COMMERCIAL DISPUTES BY ARBITRATION
131

the same time, prior to the decision to select the accelerated arbitration process, it is required 
for the parties to the dispute to have precise information whether it is legally possible to ap-
ply the accelerated procedure in their case.

LEGAL SOLUTION TO THE ISSUE OF ARBITRATION IN THE REPUBLIC 
OF SERBIA

The Republic of Serbia has adopted te Law on Arbitration in 2006. (Law on Arbitration, 
„Off. Gazette of RS“, no. 46/2006) and thus, regulating it by a special act and in a unique 
manner for the first time, it gave significance to this isse and improved the conditions of 
business of all businessmen. Prior to the adoption of a special law that regulated the field of 
arbitration, for the regulation of this issue in Serbia there were applied the parts of the Law 
on Civil Procedure from 1977. and the Law on the resolution of the conflict of law with the 
regulations of other countries from 1982. which were obsolete and did not follow the mod-
ernization of primarily economic activities at the global level. The Law on Arbitration has 
filled in previously existing legal gap and answered to the needs of economic practice with 
a precise regulation of the issues that refer to arbitration, such as the issues of arbitrability, 
then agreements on arbitration and its main characteristics, issues that refer to arbitration 
court, arbiters, the very procedure that is led before arbitration court, as well as issues related 
to making and execution of arbitration decision.

The Law itself proclaims the voluntariness principle as basic, which implies that the ap-
plication of arbitration mechanisms can occur in situations when parties to the dispute vol-
untarily accept the arbitration as an offered possibility. As such, it is especially adapted and 
suitable for the usage by all the companies that do business in the territory of the Republic 
of Serbia, institutions and commercial courts. The Law recognizes internal arbitration and 
international arbitration in case of which there is a foreign element, which is a significant 
support for businessmen that do business both on international market and that make deals 
with foreign business partners. „International arbitration, in the aspect of this law, is the ar-
bitration whose subject are the disputes from international business relations, especially if: 
1. The parties have business headquarters in different countries at the time the agreement on 
arbitration is concluded; 2. Outside of the country in which the parties have their headquar-
ters there is the place: a) of arbitration, if it is defined in arbitration agreement or based on 
it, or b) in which it is required to perform a significant part of obligations from the business 
relationship or a place that subject of the dispute is not related with; 3. where the parties have 
definitely agreed that the subject of the arbitration agreement is related to several countries“. 
(Law on Arbitration, „Off. Gazette of RS“, no. 46/2006)

By regulating all important issues related to arbitration, with relying on international 
legal sources and good practice from the comparative law, the Law on Arbitration from the 
year 2006 has brought the required legal security to all the economic subjects from the coun-
try, as well as interested investors from abroad.
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CONCLUSION

The potentials that are offered by the mechanism of arbitration process for dispute 
resolution get their greatest expression in economic relations, particularly in relations with 
foreign element. All the advantages of arbitration process in relation to the classical judicial 
process which was discussed in this text show and confirm the facts that are widely accepted 
in expert public that „the arbitration is rapid, less formal than state court, the dispute is 
solved at the first level if the parties have not agreed on the possibility to nullify arbitration 
decision; arbiters are very well familiar with the commercial law, they apply valid regula-
tions and they can also be solved, in certain cases, by applying the ex aequo et bono princi-
ple” (http://projuris.org/arbitraza.html).

By adopting a special Law on Arbitration from 2006, the Republic of Serbia has entered 
among the group of countries that have recognized the significance of arbitration for the 
development of overall business activities and attraction of foreign investors. The thing that 
must be worked on in the future is certainly the popularization and directing of business 
world towards wider application of arbitration mechanisms, since the national practice re-
garding this issue is insufficient. In addition, it is important to strengthen national arbitra-
tion mechanisms, particularly due to the fact that disputes from the national field are very 
often solved before foreign arbitration instutions. In order for such a situation to change, it 
is required to educate the companies on the significance of arbitration institute, as well as 
make them feel confident about national arbitration mechanisms and their efficiency.
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garding both room and board services and non-accommodation services at their disposal what makes 
an important factor relevant to any adequate positioning in both domestic and foreign tourist market. 
This study presents the current stage as well as the capacity of these military institutions and it is made 
with the purpose to influence their development and the development of their current locations which 
could hopefully result in their better positioning on both Serbian and world tourist stage.

Keywords:  positioning, military institutions, tourism, tourist offers.

INTRODUCTION

Since their establishment the Military Institutions have had a significant role regard-
ing their defined activities within the Ministry of Defense and in the areas of their location. 
After the end of II World War and after equipping the army with new technology, arms and 
instruments, and due to the economic growth of the whole socialistic society, the social care 
for people employed by the Yugoslavian Army (JA), which would be Yugoslavian People’s 
Army (JNA) afterwards, was conducted. Certain number of facilities was taken over form 
the Kingdom of Yugoslavia right after the war. These facilities were given to the Army man-
agement. Short after that there was a need for the construction of new tourist facilities and 
other capacities (restaurants, camps, spas, sports centers…) primarily for the purposes of 
improving social responsibility towards the Army employees and their families. Very popu-
lar locations providing all the guests with necessary rest and recreation were chosen. Over 
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the years many changes have happened both in the Army and the state which has influenced 
the changes in the very Military Institutions. Nowadays there are six Military Institutions 
within the Ministry of Defense. These Military Institutions operate by the principles of in-
come generating and distribution of income. The Military Institutions within the Directo-
rate for Living Standard Services, Department of General Logistics of Material Resources 
Sector of the Ministry of Defense, which have important tourist-catering capacities in all 
tourist clusters of Serbia and which as such can be a significant factor in the areas of their 
location, are going to be the subject of this study. Due to their capacities, the way they treat 
their guests and their environmental care, these Military Institutions have contributed a 
lot to the affirmation and development of tourism and they have enriched the tourist offers 
in Serbia. The study presents the capacities of these Military Institutions of Serbia which 
have not been fully acknowledged both by the management running them and local self-
government despite excellent facilities at exceptional locations.

POSITIONING OF MILITARY INSTITUTIONS

As one of its priorities and the foundation of any future actions, the strategy oftourism 
developmentof the Republic of Serbia for the period from 2016 to 2025 includes determina-
tion of further development goals in accordance to real competitive position of Serbia in the 
tourism market, and in accordance to future trends and potentials in the field of tourism.

Product positioning in the tourism market represents the efforts of tourist firms to posi-
tion their product in the tourism trade considering the requests of their clients- guests-tour-
ists, and any actions undertaken by their competitors or any other local factors(Milisavljević 
et al., 2004).Every product or a brand takes a special position in consumers’ mind in compar-
ison to some other competitors and their products. Any product position comes as a result 
of judgments or opinions considered as important by consumers. Satisfaction of consumers’ 
needs is the main precondition for any further cooperation between the consumer and the 
provider. In order to continue such cooperation one needs to meet consumers’ expectations 
and keep them satisfied (Veljković, 2006).

For the purposes of easier positioning it is necessary to consider all the important ele-
ments of that process. Positioning as a process should connect any research on tourists’ 
needs and requests, advantages and disadvantages of our competitive locations, as well as 
the strategic advantages of competence and resources of an organization (Milisavljević et 
al., 2004).Facility location itself is extremely important when positioning and firm business 
management is considered, which is the reason why this segment attracts special attention 
while choosing locations. Important factors regarding location selection are: the market and 
tourists’ distantness, analyzing and recognizing the consumers, any competitors and their 
strengths, a facility (its size, purpose, categorization…), the capacity of products suppliers 
and services providers,the competence of local population, offers, the range of tourist attrac-
tions, the area and its organization, its accessibility (Čačić, 1998);.
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MILITARY TOURIST INSTITUTIONS OF SERBIA

It is certain than after the war had been finished Yugoslav People’s Army (JNA) used 
certain experiences of the previous organization, The Army of The Kingdom of Yugoslavia, 
where they paid special attention to provision of services of personal character. Such servic-
es included different activities starting with catering organization, production of uniforms 
and, finally, development of military farms which distributed their products to the military 
restaurants, etc.

If we take a look at the historical and organizational development of Military Institu-
tions since the end of II World War, we can divide this period into four sections:

-  1945-1968 during this period the state didn’t pay any special attention to the devel-
opment of total tertiary sector and, thus, the same was in the Army.

-  1968-1991-this period represents the golden age regarding the development and the 
business management of Military Institutions. These are the years that are remem-
bered as the years of progress, development and prosperity of the facilities. The big-
gest military rest and recreation centers along the Adriatic Sea coast were built then 
as well as hotels, restaurants and all the accompanying facilities and services that 
made these capacities unique in Yugoslavia at that time. In all regions of the coun-
try Military Institutions1 (MI) and Military Rest and Recreation Centers (MRRC)2 
were established. They ran their business following the budget principle.

-  1991-2006- this period is a very difficult period regarding the business of Military 
Institutions. At the beginning of the twenties, after great Yugoslavia and the Yugo-
slavian People’s Army fell apart, functioning of the existing Military Institutions 
suffered a complete breakdown. All the employees’ memories about previous suc-
cessful business and prosperity are still vivid and fresh. Military Institutions, rest 
and recreation centers and their property came into position of the republics in 
whose territory they were located. At the beginning of the nineties some Military 
Institutions facilities were closed and they got a completely new purpose. The mili-
tary Institutions that functioned on the territory of the state of Yugoslavia at that 
time (Serbia and Montenegro) were the following ones: ‘Moraca’ Military Institu-
tion (MI), ‘Valdanos’ MI, ‘Boka’ MI, ‘Zabljak’ MI, ‘Dedinje’ MI, ‘Tara’ MI, ‘Vrn-
jackaBanja’ MI, ‘Morovic’ MI, ‘Karadjordjevo’ MI and ‘Morava’ MI. Because of the 
wars in the territory of the Balkans, and especially after the bombing of FRY (the 
Federal Republic of Yugoslavia), the status of Military Institutions was even more 
deteriorated and brought into an unenviable position. Further more during this 
period these military hotels and their other tourist capacities were starting to ad-
vertise their tourist offers and arrangements for ordinary citizens (civilians), for the 
first time they became opened to both civilian and foreign sector and they started 
their full market practice as well.

-  Since 2006 up to now- The present Republic of Serbia has existed since 2006 as such. 
Due to the disintegration of the Union of Serbia and Montenegro, the Military In-

1 MI ‘Partizan’ in Ljubljana , MI ‘Romanija’ in Sarajevo, MI ‘Zvijezda’ in Zagreb, MI ‘Dalmacija’ 
in Split, MI ‘Ribnica’ in Titogradat that time, MI ‘Nisava’ in Nis, in Belgrade -MI ‘Topcider’ , MI ‘Dedinje’, 
MI ‘Avala’ and MI ‘Jedinstvo’, and in Skoplje- MI ‘Vardar’
2 Military Facility ‘Kupari’, MF ‘Duilovo’, MF ‘Ostrvocveca’, MF ‘Fazana’, MF ‘ Valdanos’, MF 
‘Tara’ and MF ‘Breza’
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stitutions were shared between the newly formed states depending on whose ter-
ritories they were located. The Military Institutions that stayed on the territory of 
Serbia are: ‘Morava’ Military Institution (MI) with its head office in Nis, ‘Vrnjacka-
Banja’ MI with its head office in VrnjackaBanja, ‘Morovic’ MI with its head office 
in Morovic, ‘Tara’ MI with its head office in BajinaBasta, ‘Karadjordjevo’ MI with 
its head office in Karadjordjevo and ‘Dedinje’ MI with its head office in Belgrade. 
Within this period these institutions have been constantly in the state of transition 
‘attempts’, stagnation period and decline of profit along with the falling number of 
tourists and overnight accommodations.

Although it has been ten years since the last secession in the former Yugoslavia, the 
very positioning of these Military Institutions has not been given necessary attention. At 
the beginning of 2010 the number of Military Tourist Institutions was cut down from six to 
three in accordance to the decisions of the Ministry of Defense and the previous Directorate 
of Tourism and Production was given a new name- the Directorate for Living Standard 
Services. Nowadays there are three Military Institutions functioning within the Directo-
rate for Living Standard Services : ‘Dedinje’ MI, ‘Tara’ MI and ‘Morovic’ MI. Besides all 
the turbulent happenings these Military Institutions have a wide range of quality resources 
today. However it is necessary to enrich the existing tourist services with new attractive 
sports recreational, relaxation, entertainment and cultural events in order to insure a bet-
ter position of the Military Institutions in the tourist market. Developing the quality and 
diversity of tourist services would greatly enrich the tourist offers of Military Institutions 
which would result in a larger number of domestic and foreign guests, their longer stay, as 
well as the increase of consumption which is generally the aim of all tourist destinations. 
Military Institutions represent significant economy subjects in all regions. We do not need 
to emphasize the importance of Military Institutions for the regions such as Tara, Morovic 
and Karadjordjevo. They are both important for the tourist offers of these regions and for 
the perspective of the whole area due to the fact that they represent the base for economy 
development of these areas.

TOURIST CAPACITIES OF MILITARY INSTITUTIONS

The tourist-catering facilities of Military Institutions were built to meet market criteria 
with emphases on tourist demands. Special attention was paid to the selection, category and 
location of the facilities. Besides the facility location and how it is equipped, it is always nec-
essary to take into consideration a wider context of requested and possible tourist-catering 
offers as well as the very room and board and half-board offers of the institutions.

Military Institution hotels are open-type hotels and they follow the principle of room 
and board and half-board services. They are categorized by the Law of Tourism and by the 
Regulations book of classification, minimal conditions and categorization of catering facili-
ties with two and three stars. The following table 1 presents accommodation capacities of 
Military Institutions within the commercial offers.
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Table 1: Number of beds within the commercial part of  
Military Institutions facilities the year of 2015

Military Institution Name Number of Beds
‘Tara’ MI 826

‘Dedinje’ MI 121
‘Morovic’ MI 82

TOTAL 1029

Source: Military Tourist Institutions in the Republic of Serbia

The Military institution ‘Tara’ contains many hotels, additional facilities related to 
hotels and restaurants. Nowadays in accordance to its location this institutions offers its 
products within the cluster of ‘Western Serbia’. The hotels of ‘Tara’ Military Institution are 
located on Tara Mountain and in the most familiar spa resort of VrnjackaBanja. The faci-
lities on Tara Mountain had been built at the beginning of the seventies (1973) eight years 
before Tara was proclaimed to be a national park. The ‘Omorika’ Hotel and the ‘Breza’ Hotel 
within the range of military institutions facilities are the best representatives of the hotels of 
Military Institutions. They are three-star hotels and they have suites, over 250 comfortable 
rooms, 700 beds with furnished and equipped rooms. Nearby the‘Omorika’ Hotel there is an 
additional accommodation facility which has around 50 beds. The two-star ‘BeliBor’ Hotel, 
which is four kilometers away form ‘Omorika‘ Hotel, uses the services of ‘Omorika’ Hotel as 
well in its offers. Neraby the ‘BeliBor’ Hotel there is a national restaurant called ‘Radilovac’ 
which is only open from May to October. There is also the ‘Radmilovac’ car-camp, which 
was completely arranged with all the necessary electric power grid, water supply grid and 
sewage grid. This camp is located in beautiful forests of Tara, however, it has been uncared-
for and it hasn’t been working since the beginning of the nineties. During winter period 
guests can use ski-paths which are located at an altitude of 1000 meters and not far from the 
‘BeliBor’ Hotel. Guests skiers can use two ski lifts. One ski lift is 150 meters long and it is 
designed for children and less experienced skiers while the other one is 450 meters long and 
it is designed for people who ski for the purposes of recreation. Tourist and visitors have an 
inn, two cocktail lounges, a disco club, a cinema room, a TV room with satellite channels, 
a billiards room, a table-tennis room, three basketball fields, various trips organized by the 
‘Omorika’ Hotel and other activities at their disposal. Besides all the mentioned facilities, 
there is also an additional accommodation facility called ‘Sombor which has 30 beds in 20 
rooms. This facility is located in the center of VrnjackaBanja, 50 meters from the ‘Breza’ 
Hotel and it hasn’t been working for a long time. In Kraljevo there is also a single person 
military hotel called ‘Kraljevo’ which has 45 beds in 20 rooms. This hotel is also in a bed 
condition and not exploited at all.

With its all capacities the ‘Morovic’ Military Institution is within ‘Vojvodina’ cluster 
and it has been promoted with a slogan ‘Water treasure, Pannonian adventure’. The slogan 
completely depicts the location and the capacity of this military institution. This tourist offer 
provides guests with accommodation in villas called ‘Srna’ and ‘Kosuta’ and in five bunga-
lows in Morovic. All these facilities are located in a large forest complex which is situated in 
a hunting district. The capacity of 60 beds which the ‘Morovic’ Military Institution has at 
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its disposal does not satisfy the needs and demands of any potential guests. The other part 
of the ‘Morovic’ Military Institution accommodation capacities is located in the economy of 
Karadjordjevo. Here guests can use 20 beds in 8 rooms. In Nikinci there is the ‘Fruskogorac’ 
Hotel which disposes of 37 beds in 15 rooms and which hasn’t been working for some time 
already.

Due to its location the ‘Dedinje’ Military Institution belongs to ‘Belgrade’ cluster and it 
has impressing accommodation capacities as well as a range of offered services and activities 
which have been completely devastated, even partially ruined and left over to the influence 
of time and the negligence of the system. Apart from its commercial ‘Bristol’ Hotel which 
has only 120 beds, ‘Dedinje’ Military Institution has no other capacities that can be found 
in any commercial offer. This is an opportunity to remind ourselves of the golden days of 
the ‘Dedinje’ Military Institution when the ‘Bristol’ Hotel offered 400 beds in modernly 
equipped rooms in which world famous guests were staying. The most famous guest was 
the richest man of his time- Rockefeller himself. The ‘Bristol’ Hotel was built in 1912 and it 
served as a building for an insurance company and credit company of Belgrade cooperative. 
The project for its construction was made by architect Nikola Nestorovic. Nowadays the 
building is a cultural monument under protection of the Institute for Protection of Cultural 
Monuments of the city of Belgrade. Along with some other architectural wonders of Bel-
grade, the building represented a symbol of the birth of a modern city at that time. Within 
its commercial offers the ‘Bristol’ Hotel offers ‘Rockefeller’ suite(Rockefeller stayed in this 
suite during his visit to Belgrade)which is furnished with classic furniture dating from the 
fist half of 20th century along with crystal chandeliers. There is another suite called golden 
suit in this hotel. This suite has gilded mirrors and furniture, Persian carpets and blue velvet 
curtains. Due to its interior, the hotel, besides its neglected appearance, seems like a place 
where time has stopped and a place where one can go back in time. Therefore the hotel is 
sometimes used by the movie industry nowadays. The entire interior of the hotel is deco-
rated in order to resemble the period of the thirties in the twentieth century. This can be a 
significant tourist attraction in a modern city. It is important to indicate that there are some 
other capacities of the ‘Dedinje’ Military Institution which have not been acknowledged and 
properly positioned by the management and which represent the treasure of the capital city 
because of its locations and its capacities. Besides the ‘Bristol’ Hotel, there is a sports rec-
reation center called ‘Surcin’ in Belgrade. ‘Surcin’ used to be a place for Yugoslavian sports 
representatives’ preparations (football, handball, etc). Today it is one of the most neglected 
places in the city. If you make a tour around the center ‘Surcin’ you will be able to see its size 
and to assume the possibilities the center had. The whole area used to be fenced, it had wide 
streets, reception, a shop, impressive restaurants with many halls, a lake where one could go 
swimming, decorated and equipped bungalows and other sports related services. Today it is 
just a faded picture of the former grand center. The ‘Surcin’ facility has 162 beds in 22 bun-
galows (12 duplex houses). Above that, the ‘Dedinje’ Military Institution has a large number 
of single-person hotels under its authority. These hotels are in a very bad condition and they 
are closed and devastated, although they represent a great potential as they are situated on 
significant city locations. The hotels ‘Galeb’, ‘Zvezdara’ and ‘Deligrad’ have been working 
at barely half capacity and mostly in the cases of providing accommodation for military 
personnel from former republics. On the other hand, the additional accommodation facility 
‘Zvezdara’ located in HadziMustafina Street in the center of Belgrade and the ‘Dorcol’ Hotel 
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in Cara Urosa Street have been closed since 2011/2012. All the analyses of the business man-
agement of the ‘Dedinje’ Military Institution have not given any credit to the ‘Bristol’ Hotel 
and they have not presented necessary data regarding the occupancy rate of the hotel and 
the work of the commercial part of the hotel. That way the management has not been able 
to recognize the treasure it has for some time and it has not been aware of the capacities of 
the mentioned facility. Within its commercial offers, the ‘Dedinje’ Military Institution has 
a certain number of representative restaurants thought out Serbia: Serbian Armed Forces 
Central House,Guards’ House in Topcider, Serbian Armed Forces Club in Zemun, ‘Knezev 
lad’ restaurant, the restaurants in the houses of the Serbian Armed Forces in Pancevo, Nis, 
Vranje, Novi Sad and other facilities. All those mentioned facility are open-type facilities 
and they provide services to all types of guests.

Table 2 presents the total number of beds which are under the management of all mili-
tary institutions and which could be a significant factor in tourist business in their regions 
and their exact locations only if there would be some reorganization and some investing. 
These capacities of the previously mentioned facilities have not been noticed and therefore 
the whole tourist market of Serbia has been impoverished.

Table 2: Total number of beds in Military Institutions facilities

Military Institution Name Number of beds
‘Tara’ Military Institution 857
‘Dedinje’ Military Institution 1942
‘Morovic’ Military Institution 119
TOTAL 2918

Source: Military Tourist Institutions in the Republic of Serbia

The importance that is given to the development and improvement of military tourism 
in the region has been observed in the Czeck Republic. The Czeck Republic is a country 
that is the most similar one to Serbia by its size, population number and by the number of 
military members. However, apart from these similarities, along with the fact that both co-
untries are continental, there are hardly any more similarities between them. Since 1993 and 
after the separation of Slovakia, the Czeck Republic has become one of the most developed 
countries of the European Union today. The Czeck Republic has become a country in which 
special attention is paid to tourism. Prague has become one of the inevitable tourist destina-
tions and Czeck spas are world famous. The Ministry of Defense of the Czeck Republic esta-
blished a Section for Rest and Recreation called ‘Volareza which includes 15 exceptionally 
equipped facilities (7 hotels- with 1032 beds; 6 spa centers and bathing resorts- with 682 
beds; 1 vacation home center- with 160 beds and a children’s camp). The ‘Volareza’ Agency 
was established in 1959 and it got today’s legal form in 1993. The hotels are situated in all 
the large and main tourist cities and places of the Czeck Republic, through out the country: 
Prague, KarloveVari, Ovcarna, Czeck bathing centers and other places. In addition to this, 
the ‘Volareza’ Section is a member of the LiaisonCommitteeofSocialMilitaryOrganizations 
(CLIMS) of NATO. With this alliance the ‘Volareza’ has offered its capacities to all the mem-
bers of CLIMS and in this way through the reciprocal exchange with the members it fills its 
vacancies at privileged prices which are valid for the military members of the Armed Forces 
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of the Czeck Republic as well (in comparison to commercial prices, the prices have been 
decreased for about 15%).

Today theCLIMS Agency includes 12 countries (Germany, Belgium, Spain, France, 
Italy, Hungary, Poland, Portugal, the Czeck Republic, Bulgaria, Romania and Greece). Lieu-
tenant colonel Eduard Shtehlik is the director of the ‘Volareza. At the beginning of ten year 
he has announced the construction of new facilities and institutes for rehabilitation. The 
‘Volareza’ offers its services primarily to present and former military members and the em-
ployees of the Ministry of Defense regarding traveling, family vacations or summer camps.

GEOGRAPHICAL-TRAFFIC POSITION OF MILITARY INSTITUTIONS

Advantageous geographical-traffic position and the accessibility of tourist military in-
stitutions, along with their locations, popular conditions (natural advantages, cultural and 
historical inheritance, etc.) and receptive conditions (regarding the stay at a certain destina-
tion- accommodation facilities, shops, sports facilities, facilities for entertainment, etc.), all 
together, make important factors that predetermine any favorable development of tourism 
in these locations and areas. The main transport route Corridor 10, which goes from Aus-
tria, through Slovenia and Croatia, Belgrade and Nis, continuing farther to Skopje and Thes-
salonica, and which is connected to a few other road transport routes (Budapest, Subotica, 
Novi Sad, Belgrade; Nis,Pirot, Sofia; Ibarska Highway towards the Adriatic Sea), is the main 
road network in Serbia. The Military Institutions are located along this network. 52 munici-
palities in Serbia are located along this road network, which in total makes 26% of the whole 
area of Serbia(Group of authors; ‘Serbia and Contemporary Processes in Europe and the 
Council’, Таrа, 2005). The tourist map of the Corridor 10 mentions Morovic as a destination 
which should be definitely visited, as well as some other destinations nearby Karadjordjevo 
and VrnjackaBanja.

Another thing that is of great interest to tourism development in Serbia is the railway 
route Subotica-Belgrade-Nis,Pirot, along with a part of international railway network. How-
ever, because of extremely bad railway infrastructure, tourists avoid this way of transporta-
tion despite its favorable prices.

The Corridor 7 navigation route (588 km) down the Danube is very important to tour-
ism development. It is also very important to the areas that are the skeleton of the corridor: 
Posavina, Pomoravlje i Podunavlje. The Military Institutions in this corridor have their own 
significant capacities (Karadjordjevo, Belgrade) and, therefore, it is highly possible to de-
velop nautical tourism, fishing tourism, and other tourist activities that have not been rec-
ognized at these destinations by the local tourist organizations and the Military Institutions.

The main characteristic of the hotels of Military Institutions is the fact that they are 
located by the busy traffic routes. The approach to the National Park ‘Tara’ and the hotels of 
‘Tara’ Military Institutions is satisfactory to some extent and there are more approaches to 
the facilities: BajinaBasta-Perucac-Mitrovac (27 km), BajinaBasta-Kaludjerske Bare (16 km), 
Kremna-Kaludjerske Bare (9 km). Tara Mountain is located on the traffic corridor Belgrade-
Uzice-Podgorica-Budva. Tara is 180 km away from Belgrade, 40 km away from Uzice, and 
16 km away from BajinaBasta. On the other hand the bus transportation to Tara is poorly 
developed. There are direct bus lines but only to Belgrade and Novi Sad. In other cases tour-
ists have to change buses in BajinaBasta or Uzice. The local road network and the roads that 
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separate from the Corridor towards the ‘Tara’ Military Institution are in a very bad condi-
tion (Vidric, 1987).The ‘Breza’ Hotel in VrnjackaBanja is extremely well connected to the 
local roads network and the primary roads. This way the hotel is very approachable to any 
guest. The location of VrnjackaBanja also contributes to this. VrnjackaBanja is placed in the 
central part of Serbia and the approach to the biggest Serbian health resort is good. It is pos-
sible to come to the health resort from three different directions: highway Belgrade-Nis (exit 
to Cicevac)-Krusevac-Trstenik-VrnjackaBanja; Uzice-Cacak-Kraljevo-VrnjackaBanja and a 
regional road Prokuplje-Brus-VrnjackaBanja. The bus transportation from and to Vrnjacka-
Banja is well organized and there are direct bus lines towards larger towns in Serbia.

The ‘Morovic’ Military Institution is located along the Belgrade-Zagreb highway and 
it is well connected when road transportation is in question. Morovic town is 15 km away 
from Sid, which is its municipal center, 50 km away from SremskaMitrovica and only 5 km 
away from the highway from where it is only possible to approach the Military Institution. 
There are bus lines that go from Belgrade and Novi Sad to Sid. However, when the guests 
arrive in Sid they need to take a local bus or a taxi. The ‘Karadjordjevo’ Economy is located 
in Morovic as well, in the south-east part of Backa, in BackaPalanka Municipality; more 
precisely it is 10 km away from BackaPalanka to the north-west, a little bit more than 80 km 
away from Belgrade and 50 km from Novi Sad. It is possible to come to this mystical and 
historical place from Novi Sad- BackaPalanka direction, from Belgrade down the highway 
to Ilok andBackaPalanka and by using a regional route Sombor-Odzaci-BackaPalanka. Bus 
transportation is poorly developed. There are direct bus lines from Belgrade to BackaPalan-
ka and from Novi Sad to BackaPalanka. To go anywhere farther the guests have to rely on 
the local bus lines.

Most of the accommodation and catering capacities of the ‘Dedinje’ Military Institu-
tion is located in Belgrade which is the largest tourist center with the larges number of visits 
and overnight accommodations and which has, from the geographical and transport point 
of view, the most suitable location for tourism business. All these advantages regarding a 
successful tourism and catering practice have not been noticed by the management of the 
‘Dedinje’ Military Institution. The ‘Bristol’ Hotel, which works poorly, is located close to the 
main railway station. The other accommodation facilities are empty and partially occupied.

All the Military Institutions in the territory of Serbia are poorly connected when air 
traffic is considered. The exception is the ‘Dedinje’ Military Institution. They have been 
planning to transform the ‘Ponikve’ military airport to a civilian airport for many years. 
That would definitely enrich the tourist offer and the connection to the tourist military fa-
cilities in the central part of Serbia, along with the existing road transport connections. The 
‘Ponikve’ Airport is about 12 kmaway from the ‘Omorika’ Hotel, however, the separation of 
a part of the ‘Ladjevci’ Airport for commercial flights has not enriched and enhanced the 
tourist offer of Central Serbia. For now all the Military Institutions rely on the international 
airports in Surcin and Nis. Therefore most of the foreign guests use this way of organized 
transportation and in order to continue they use bus transportation to the ‘Omorika’ Ho-
tel, the ‘Breza’ Hotel and the ‘Morovic’ Military Institution. The guests of these military 
institutions that use their own transportation face problems such as bad road signalization 
and notifications about the military institutions at all approaches, as well as bad road infra-
structure and road notifications regarding cultural and historical sights, popular locations, 
churches, monasteries and similar places.
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STRUCTURE OF USERS OF MILITARY INSTITUTIONS

The Military Institutions Hotels are all open-type hotels and they provide room and 
board and half-board services. The facilities are open 365 days in a year and they are cat-
egorized by the Law of Tourism and the Regulations book of classification, minimal condi-
tions and categorization of catering facilities. Although they were built over 30 years ago, 
these facilities-hotels of military institutions have a promising perspective due to their loca-
tions. However, they have not been modernized with any new popular tourist services and 
demands in accordance to the tendencies of the world tourism market. The facilities were 
built primarily for military members and their families and for the purposes of improving 
their quality of life. Before breakup of the Socialistic Federal Republic of Yugoslavia military 
members and their families made around 90 % of the total number of users and any chance 
for other people to stay at such facilities was considered a privilege. Because of the events 
that happened during the nineties and some disputable transitional changes in the tourism 
in Serbia, and for the purposes of staying in business, the Military institutions have changed 
their business practice and due to this the secondary guests have become the primary ones. 
For the purposes of observation of the general condition of the Military Institutions, a sta-
tistic data analysis is going to be presented in the continuation of this study. In accordance 
to previously given criteria, this analysis is going to deal with data dating from the period 
since the previously mentioned three Military Institutions were formed. The purpose of this 
analysis is to point out certain movements regarding occupancy and a relative participation 
of certain category of users.

Table 3: Number of provided room and board accommodations and number of users
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‘Breza’
‘Morović’

44.934
18.354

1.232
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52.311
2.095
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16.405
1.000
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49.664
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36.951
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1.248
4 TOTAL 64.520 192.731 57.878 190.952 53.269 180.896 50.381 161.336 55.435 171.272

5 %of days 
of staying 2,98 3,29 3,39 3,20 3,08

Source: Authors

In the period between 2011 and 2015, which is presented in the table, there is a decrease 
in the number of services users and in the number of provided room and board services. 
These negative tendencies were partially stopped in 2015 regarding the number of users and 
the number of provided room and board services. However, the number of days the guests 
stay at these facilities, which is a very important indicator, is still being decreased (craph 1).
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Craph 1: Average number of days of guests’ stay at military institutions facilities

The reasons to such trend are to be found in poor positioning of the Military Institu-
tions in Serbia and abroad, and partially, in a poor material status of the citizens of Serbia be-
cause of which the citizens set aside less money for vacations, recreation and entertainment 
in comparison to some other needs. The data in table 3 should be considered in the context 
of table 4. Table 4 shows the number of realized half-board services during the period from 
2011 to 2015 and it classifies the data by the structure of users (members of the Ministry of 
Defense (MD) and Serbian Armed Forces (AFS) members, citizens of the Republic of Serbia 
and foreign guests).

Table 4: Number of half-board accommodations classified by the structure of users

O
rN

o Users 
structure 2011. 2012. 2013. 2014. 2015.

Structure in %

2011 2012 2013 2014 2015

1.
Members 
of MD 
and AFS

25.219 24.065 21.180 20.330 20.265 13 13 12 12 12

2. RS 
citizens 152.470 149.518 143.569 128.765 141.097 79 78 79 80 82

3. Foreign 
guests 15.042 17.369 16.147 12.241 9.910 8 9 9 8 6

4. TOTAL 192.731 190.952 180.896 161.336 171.272 100 100 100 100 100
Source: Authors

In the period analyzed in the table, we can see constant decrease of realized room and 
board accommodations by the members of the Ministry of Defense and the Armed Forces 
of Serbia. This information is particularly concerning if we know the fact that this category 
pays 20 % lower prices in comparison to the process for other citizens and foreigners. Such 
decrease in the number of military users has been certainly influenced by the material status 
of the military members and, partially by the indifference of the Military Institutions ma-
nagement to pay necessary attention to this category of guests. If we take a look at the whole 
period, we can see the decrease of room and board accommodations in the category of the 
RS citizens and foreigners as well. The decrease of room and board accommodations used 
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by the citizens was partially stopped in 2015 but not completely, if we take into consideration 
the whole period and the fact that the RS Government made a decision about giving 5000 
RSD worth vouchers for vacations in Serbia. The vouchers are provided to the RS citizens 
by the Ministry of Trade, Tourism and Telecommunications. A constant decrease of the 
number of foreign guests in the Military Institutions facilities is an especially concerning 
fact. Those guests who provide foreign exchange earnings to the Republic of Serbia have not 
recognized the Military Institutions facilities and their surroundings as places that should 
be visited.

Table 5: Average occupancy rate of Military Institution
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Average occupancy rate 47,4
Source: Authors

The average annual occupancy of the capacities of the MI facilities has been constantly 
falling. Due to that the average annual occupancy for the period from 2011 to 2015 is only 
47.4 %. The accommodations were occupied only during 170 days, which means that more 
than a half of the offered accommodation of the MI facilities was empty.

The ‘Tara’ Military Institution contains the Military Tourist Agency (MTA) which has 
excellent location, in Resavska Street. The capacities of MTA have not been either recognized 
or noticed. This agency gives information about the capacities and services of the ‘Tara’ 
MI. However, it is not even possible to make reservations for the ‘Tara’ at MTA and one has 
to make direct contact to the hotel. Further more, the Military Tourist Agency does not 
provide any information about the capacities of the other Military Institutions. The sites of 
these Military Institutions are not usually updated and they do not give you all the necessary 
pieces of information about the Military Institutions (prices, accommodation capacities, of-
fered services, any services apart from room and board accommodation, etc).

This could be compared to the site of the ‘Volareza’ Agency. Its site is well organized 
and updatedand it provides all the necessary pieces of information on its facilities, tour-
ist offers, location, accommodation capacities and other services provided by the hotels. 
The ‘Volareza’ has 1874 beds at its disposal. Its hotels are certified by the Czeck System of 
Services Quality and they are all two-star hotels or three-star hotels. It is possible to make 
reservations at all facilities over the internet and the military members are provided with 
special form and regressive prices on the internet as well. In order to make a reservation 
every user fills out a form- an accommodationcontract which includes different conditions 
for military members (such as compulsory advance payment, cancellation of reservation, 
discount for children under 12, special prices of any services apart from room and board 
accommodation) in comparison to other clients. All the services of the ‘Volareza’, such as 
family vacations, traveling or summer camps, are primarily offered to present and former 
military personnel and people employed by the Ministry of Defense. The following exam-



MILITARY TOURIST INSTITUTIONS WITHIN THE TOURIST OFFERS OF SERBIA
145

ple shows how crucial the standard is for choosing certain accommodation. A professional 
member of the Czeck Armed Forces, together with two family members, and with the al-
lowed subvention of 15 %, needs to spend 75 € per day in a hotel or a spa. On the other hand, 
in the ‘Omorika’ Hotel, a three-member family of a military employee should pay 80 € per 
day for a half-board accommodation with discount of 20 %. With reference to this one can 
compare the living standards of military members in Serbia and in the Czech Republic and 
it is noticeable that a major of the Serbian Armed Forces has a salary of 520 €, while a major 
of the Czech Armed Forces has a salary of 1740 € which is 3.5 times more in comparison to 
his Serbian colleague.

CONCLUSION

Tourist products of the Military Institutions are not well rated, they are not sufficiently 
developed and they are not commercialized enough in the tourist market of Serbia. The 
largest part of the tourist infrastructure of present Military Institutions relies on what was 
inherited in the last century, even before the eighties, when these facilities were built for the 
purposes of home tourist market. Despite a difficult economic situation and more and more 
competitive private sector, this tendency of occupancy decrease and insufficient use of all 
the capacities should be stopped. The main tourist products of the Military Institutions are 
not determined and they are not based on all products characteristic for their locations. The 
‘Dedinje’ Military Institution has great possibilities for production of almost all tourist prod-
ucts (city interests, business interests, special interests, health care interest –in cooperation 
with the Military Medical Academy, events, etc). These great possibilities have not been no-
ticed at all. On the other hand the ‘Morovic’ MI has a great location and areas of wild nature 
and despite that fact it has not been recognized as a great location for providing services of 
hunting and fishing, tours over Frushka Gora, river cruising, country tourism wealthy tour-
ists’ tourism, etc. Although one can conclude that the tourism of the Military Institutions 
has been in a state of steadiness and doziness for the last 30 years, there are certain strategic 
advantages that still exist. Making a general observation of the Military Institutions as a rec-
ognizable brand of the Ministry of Defense of the Republic of Serbia, one can see that there 
are great chances for the development of all tourist products of Serbia. These chances can be 
exploited by introducing new products under conditions of implementation of new develop-
ment strategy which can reinforce strengths and possibilities and minimize any threats and 
weaknesses of these tourist destinations. This all would include complete understanding 
and support by all the elements of the society that take part in decision making. In addition 
the occupancy decrease by all types of users and insufficient use of all the capacities lead to 
a conclusion that it is necessary to undertake repositioning of the present services and to 
build any future strategy on the strengths and capacities of the Military Institutions. This 
study does not question the justifiability of the Military Institutions within the SAF but it 
questions whether the military institutions use all the available resources and whether the 
management has recognized them (from anthropological, natural and geographical-traffic 
to infrastructural capacities). With proper enrichment of the existing and the introduction 
of new products, along with adequate positioning, market segmentation, coherence within 
one tourist offer supported by the tourist organizations, necessary marketing and trained 
personnel, the Military Institutions would not have to worry about their future.
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