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ABSTRACT 
 

In the last ten years Croatia has achieved significant breakthroughs in global and regional trade 
liberalization. Simultaneously, it has built a stimulating investment framework and attracted big 
amounts of FDI per capita. The aim of the study is to determine whether there is a relationship 
between trade and FDI inflow in Croatian economy and in what directions. Using the cointegrating 
vector approach and the VECM model, it has been established that there is no direct connection 
between FDI and trade flows. The results imply unidirectional casual relationship that runs from 
import to FDI and the one that runs from export to import. This could be explained by the 
unfavourable structure of Croatian export as well as the brownfield investment domination in 
Croatian economy.  
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1. Introduction 

 
Croatia is facing many development challenges which are the consequence of the 

transition process, but are also the result of intensification of international activities and 
integration efforts. Croatia can be seen as a country that has missed the first wave of the EU 
enlargement to the countries of Central and East Europe, while at the same time it is the most 
advanced in the group of countries of the South East Europe regarding the economic 
development, trade liberalization, relations with the EU, political and democratic changes, 
level of corruption, etc. But despite the above mentioned, Croatia is still facing a very high 
foreign trade deficit, which means that it failed to find the way to increase export and to 
change its structure.  

On the other hand, in the past ten years Croatia has received high amounts of foreign 
direct investment (FDI) per capita, which obviously have not resulted in changes in the real 
sector, which is not surprising considering the majority of foreign capital went into service 
sector. The aim of this study is to investigate whether the processes of trade liberalization and 
foreign capital inflows are related and if so, in what way.  The research will establish the 
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determinants of trade (export and import) and capital flows in order to determine whether they 
overlap and to what extent.  

The implications of regional trade liberalization on Croatian foreign trade will be 
examined, as well as its implication on the increase in investment. In the first part we will 
explain a theoretical connection between trade and FDI flows, but we will also discuss the 
literature review on this topic. 

The second part presents the framework and elements of Croatian trade liberalization, 
and the third part analyzes the investment climate in Croatia. The first framework is important 
because it determines the conditions of placing Croatian products on the most significant 
export markets as well as the conditions for import products entering Croatia, so that there is a 
direct connection with the export and import size. The other framework is the indispensable 
policy of attracting FDI, not just size-wise, but in terms of structure as well.  Political and 
economic stability, functioning of the rule of law and level of corruption are just some of the 
elements of this policy. Along with the critical review and the summary of the most important 
elements of these two policies, the study will analyze the most significant data on Croatian 
foreign trade and the FDI inflows into Croatian economy.  

The Republic of Croatia became a full member of WTO in 2000, it signed the 
Stabilization and Association Agreement (SAA) with the European Union in 2001 and 
became a member of CEFTA in 2003. All these activities have had an influence on the 
growth of confidence of the investors in Croatia, which is mostly reflected in the higher FDI 
inflows from the countries of Western Europe that were the biggest investors in Croatia. The 
forming of regional trade agreements may affect the inflow of FDI depending on the 
investor’s motives: if the predominant motive is market enlargement, then the regional 
association of countries will influence the growth of FDI, if the prevailing motive is 
ownership or internalization advantages they are not expected to impact on the growth of FDI.  

If we consider Croatia, it is interesting to see how signing the SAA with the EU would 
affect the inflow of capital from investors from other countries (primarily developed 
European states).  

The fourth part presents the analysis of the relationship between trade and investment 
flows in Croatia. The analysis was carried out by using Granger causality methodology to test 
the relationship between FDI inflows and exports, and FDI inflows and imports. Since the 
variables are not stationary, the analysis was supplemented with the cointegration approach 
and vector error correction model (VECM), which are recommended when investigating the 
relationship between non-stationary variables. 
 

2. Theoretical Background 
 
The liberalization process on multilateral level referred mainly to the trade of goods 

while the liberalization of capital movements took place slowly. Therefore, in the beginning 
the prevailing opinion was that trade preceded the movement of capital in terms of business 
decisions on how to supply a particular market (whether it is better to export to a specific 
market or move production within the country). We are interested in the effects of FDI 
inflows on host country economy. In theory, there are opinions and arguments that FDI 
inflows can substitute import through opening of foreign companies on the market of host 
country. As a result, there is an improvement of current account balance, positive impact on 
domestic production and employment growth. But also, because of increased production it 
can reach growth of import inputs (raw materials, materials, intermediary products), which 
then entails the opposite effects from those mentioned in the previous case. Dynamic positive 
long-term effects of FDI should be pointed out as well, they are manifested through the 
transmission of technology, job training and management practices that affect the growth of 



 

competitiveness. Conversely, the latest researches have established connections between trade 
and capital (FDI) flows, where FDI creates the possibility of creating new forms of trade, 
fosters exports, import substitution, or greater trade in intermediary inputs, especially affiliate 
producers. (Markusen, 1997; Goldberg&Klein, 1997).  

The problem of interdependence of trade liberalization and the FDI inflow is examined 
on the example of many countries and regional integration, and we will start with the selected 
results of existing researches defining the interdependence of trade and FDI in different 
countries or groups of countries.  

Researches regarding the relationship between trade and investment movement are 
mostly focused on the question of whether these movements are substitute (are expected to 
move in opposite directions) or complementary (are expected to move up and down together). 
The answer to this question is often a contradictory one, because it depends on the 
particularities of each country as well as the characteristics of its economy. (Jensen, 2005). 

In fact, through these differences, the complexity of the theory of multinational 
enterprises and FDI reveals itself, which rests on the market imperfection. There are many 
determinants of movement of capital among countries, from the domestic market size, 
economic growth, risk, corruption, to openness and belonging to a particular trade block. 
Dunning introduced an eclectic paradigm, known as the OLI paradigm (Dunning, 1992) 
pointing out three important elements that must be present in order to motivate the investors 
to invest in a particular country: ownership, internalization and foreign market (location) 
advantages. There are so many different implications of FDI on the export and import 
depending on its motives. Horizontal FDI replaces trade: instead of exports, companies begin 
production in a foreign country and thus have less trading costs (Horstmann and Markusen, 
1992). So it comes to reducing trade - so called tariff-jumping FDI. On the other hand, the 
vertical FDI impact on the division of production in less intensive segments that use different 
factors of production - each segment is located in the country that is abundant in the required 
factor (Heplman, 1984). Since these parts should be connected, they affect the growth of 
trade, which is facilitated by reducing or eliminating trade restrictions, and such FDI are 
complementary with the trade trends. Multinational companies in this situation can operate 
much more efficiently.  

Zarotiadis& Mylonidis (2006) analyzed the relationship between trade and FDI in the 
UK and they confirm the predominant finding in literature, which suggests that trade and FDI 
are complements.  

Pontes (2005) concludes that the relationship between FDI and trade costs is non-
monotonic and is positive for high values of trade costs, where FDI and trade behave as 
complements. But it becomes negative for low values of trade costs, with trade and FDI then 
behaving as substitutes.  

Apart from these distinctions there are different aspects of researching 
interdependence of trade and capital movement. Ponce (2006) distinguishes between direct 
(only trade and FDI are observed, other variables are ignored) and indirect relationship of 
these variables (more variables are included through which the mutual causality of trade and 
FDI is achieved). In indirect connection, he includes the following variables: exchange rate, 
current account deficits, inflation, and the size of country and proves that the country of Latin 
America that signed more free trade agreements – or the most relevant free trade agreements 
(with the largest economies in the world) – increased their effectiveness in attracting FDI. 
Through the implementation of these free trade agreements, these governments could enhance 
scale economies and increase the level of certainty for foreign investors (favorable rational 
expectations), which are vital in order to attract FDI flows. 



 

Zakharov and Kušić (2003) underline the importance of high FDI inflows as they are 
crucial for the successful transition and especially for the catching-up process of the Western 
Balkans while trying to reach the levels of the most advanced transition economies. 
Aizenman and Noy (2005) investigated the intertemporal linkages between FDI and 
disaggregated measures of international trade. They found that the strongest feedback 
between the sub-accounts is between FDI and manufacturing trade: most of the linear 
feedback between trade and FDI (81%) can be accounted for by Granger-causality from FDI 
gross flows to trade openness (50%) and from trade to FDI (31%). 

Hisarciklilar et al. examine the relationship between growth, foreign direct investment 
and trade and in the long run they observed no significant relationship between these variables 
for most Mediterranean countries. FDI in these countries has been mostly import substituting 
and the integration to the EU wouldn't enhance FDI inflows and growth in this region. 

Biglaiser and deRouen (2006) found a positive relationship between the degree of 
“openness” and the amount of FDI. However, the values of the estimated coefficients were 
very low and statistically nonsignificant in all their estimated models. The reason is that the 
connection between these two variables is complex, and their relationship is mostly affected 
with the country entrance to a certain form of preferential trade agreement and unilateral 
reduction of customs duties that can not be seen in the indicator of openness.  

Fontagne (1999) pointed out the complexity of relationship between trade and direct 
investment. Empirical work shows that until the mid 1980s, international trade generated FDI 
and after this period, the cause-and-effect relationship seems to have been reversed: FDI 
influences trade. The nature and extent of the relationship (complementarity or substitution) 
can differ from one country to another. 

Bevan and Estrin (2004) proved the positive relationship between FDI and the openness 
of the economy i.e. FDI is encouraged if the trade regime of the host economy is liberal and 
because, given internalization advantages for investing firms, multinational firms have a 
higher propensity to export. Trade and openness work together; trade liberalization enhances 
FDI, and openness increases the spillover benefits from FDI. On the other hand, big FDI 
inflow influences on the trade increase, total factor productivity improvement, and on the 
higher growth rates.  
 
 

3. Croatian Foreign Trade Policy Liberalization 
 
The Republic of Croatia is a part of the South Eastern Europe region, and it is 

important to point out the processes and achievement of multilateral and regional trade 
liberalization. On global scene, Croatia requested to access the GATT in as early as 1993. On 
30th November 2000 Croatia became a full member of WTO, which has determined its 
foreign trade policy. Joining the WTO is a guarantee of compliance with the global "rules of 
the game" and a proof of a transparent foreign trade policy. 

For a small country such as Croatia, regional trade liberalization is very important. 
This is why Croatia has been interested in signing the agreement with the European Union 
from the moment it achieved its independency. This process was disturbed by the political 
situation in the countries of former Yugoslavia and Croatia had actually lost a decade in the 
relations with the European Union. It signed the Stabilization and Association Agreement 
(SAA) in 2001 within the context of a specific policy which the EU established toward the 
Western Balkan countries in 1999 (The Stabilization and Association Process, SAP). 
Although, before signing the SAA, through a number of decrees, the EU formed a preferential 
trade policy towards Croatia, the SAA provides a broader dimension because it involves 
cooperation and regional cooperation, the right of establishment, political dialogue, 



 

cooperation in justice and home affairs, Croatia has a possibility of unrestricted placement of 
almost all products on the EU market, except fish and fish products, wine, sugar, baby beef. 
According to the SAA, Croatia is given 6 years for a gradual liberalization of its foreign trade 
system for the industrial products from the EU (i.e. since 1 January 2008 Croatia has not been 
limiting imports from the EU). Agricultural products are under a specific regime which 
guarantees a six-year transitional period. However, unlike industrial products, where after the 
transitional period all products have to be liberalized, when agricultural products are 
concerned, certain tariff protection is expected even after the transitional period. It is 
important to point out that there remains the possibility of applying protective measures in 
case of higher increase in imports that may threaten the stability of the domestic market. 

The third aspect of liberalization refers to the trade relations with the Southeast Europe 
countries. This liberalization comes after peace and stability have been achieved in the 
region’s countries. Stability Pact (SP) for South-Eastern Europe in 1999 played a very 
important role in a long-term prevention strategy. (Stability Pact, 
http://www.stabilitypact.org/about/default.asp) 

In 2001 the Memorandum of Understanding on Trade, Liberalization and 
Facilitation in South Eastern Europe1 was signed by Albania, Bosnia & Herzegovina, 
Croatia, Macedonia, Serbia and Montenegro, Bulgaria and Romania. The principle aim of 
the Memorandum was to boost regional stability by triggering the process of building trust 
through intensive trade interaction. In this way, 32 bilateral agreements were made in a very 
short time (3 years), which, although containing similar main guidelines, varied in a few 
significant fields (coverage of agricultural goods, public procurement and services). The 
implementation of these agreements was quite complex and different regarding the 
coverage of goods and tariff reduction in specific product categories. So, they could not 
influence trade growth, but they helped improve political and economic relations between 
the countries and a single agreement would yield even more benefits.  

The decision was made that a number of bilateral agreements between the Southeast 
Europe countries is to be replaced by joining CEFTA (Central European Free Trade 
Agreement). In December of 2006, Albania, Romania Bulgaria, Croatia, Macedonia, 
Montenegro, Kosovo, Moldova and Serbia signed the Agreement on the CEFTA 
Enlargement. Some of its goals have been: trade liberalization; increase of mutual trade and 
direct investments in SEE; business operation facilitation, improvement and strengthening 
of overall trade and economic relations in the region. (Official Gazette 6/2007) 

In July 2007, the new CEFTA Agreement comes into force and the creation of the 
free trade area is scheduled for 31 December 2010 at the latest. This is why there are two 
reasons for not being able to determine the effects on the Croatian foreign trade: the time of 
its functioning is too short and the number and structure of the CEFTA countries2 have 
since changed. 
 
 
 
 
 
 
 
 
 

                                                 
1 Moldova accepted the Memorandum later as well. 
2 Before 2006 CEFTA’s members were all CEE countries which entered the EU in 2004 along with Bulgaria and 
Romania. Croatia became a full member of CEFTA in 2003. 



 

Figure 1 
 

Croatian foreign trade regional structure in 2001 and 2007 
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Source: Statistical Yearbook of Croatia 2002, Foreign Trade in Goods of the Republic of 
Croatia, 2007 Final Data (First release), Central Bureau of Statistics, Available at: 
http://www.dzs.hr. 
 

Figure 1 shows that the largest part of Croatian external trade is carried out with the 
European Union member countries. Looking at the entire EU, its share in the Croatian exports 
fell from 67.6% (2001) to 60.2% (2007), a share of the imports decreased from 72.5% to 
64.7%. So, despite the increasing number of member states, the EU share in the Croatian 
exports and imports was reduced. With respect to the two EU enlargement phases, it is more 
precise to compare the shares of EU-15 ("old" member states) and shares of new member 
states. The share of the EU-15 in Croatian export and import decreased to about 9 percentage 
points, while trade with the new Member States and other countries is increasing. This is 
primarily the result of the growth of trade with Slovenia, Bosnia and Herzegovina and Serbia. 
The share of the member countries of "CEFTA 2006" in Croatian export increased from 19.1 
to 22.3% in 2007 compared to 2006, while the import share increased by only 0.22 percentage 
points and represents only 5% of the total Croatian import. Finally, it can be concluded that 
the regional trade liberalization led to the growth of trade, especially export to the CEFTA 
countries, while liberalization of trade with the EU did not affect a significant trade growth, 
i.e. trade with the EU grew at lower rates than the total trade growth. The most important 
countries for Croatian export in 2007 are: Italy (19%), Bosnia and Herzegovina (14.4%), 
Germany (10%), Slovenia (8.3%) and Austria (6.1%), while Croatia imports mostly from: 
Italy (16%), Germany (14%), Russia (10%), China (6.2%), Slovenia (5.9%) and Austria 
(5.3%).  
 

4. Investment Flows and Investment Policy in Croatia 
 

The data on FDI inflow in Croatia show that regarding the FDI per capita it belongs to 
the top of the European transition countries (WIIW, 2008). The legislative framework which 
regulates the policy of attracting FDI is a very important determinant of country’s eligibility. 
The Croatian Parliament passed the first Law on Foreign Investments Stimulation in 2001, 
which brought certain benefits to foreign investors: support to employment and re-training of 



 

employees, differential exemption of profit tax depending on the volume of investments and 
number of employees; cession of the land and real estate; and the like. The new law was 
passed in 2006 (in effect since January 1, 2007) and it provides foreign investors with 
significant benefits: tax relief and customs privileges. (Official Gazette No. 138/2006) It 
increased the number of incentives, changed the height limit for granting tax relief: investors 
enjoy additional benefits if they invest in the counties with high unemployment rate. Profit tax 
rate in Croatia is 20%, which makes it very attractive since the rate in the majority of 
developed countries is much higher. The Agency for Promotion of Exports and Investment 
was founded in 2002, its primary goal being: providing full service to investors in the 
realization of investment projects, proposing measures for improving venture environment 
and presentation of Croatia abroad as a desirable investment location (http://www.apiu.hr).  
The policies of attracting FDI, that is, the investment climate are very complex and include 
many segments of economic and political reality that are included in The Investment Reform 
Index (IRI).  

Based on the detailed index and sub index presentation, there are strong and weak 
sides of investment climate in Croatia. Policy dimensions that are more advanced are: trade 
policy; investment policy, human capital, tax policy, anti-corruption and business integrity. 
Less advanced policy dimensions are: regulatory reform, investment promotion and 
facilitation, competition policy (Investment Reform Index 2006),  
 
Figure 2. 
 

Foreign Direct Investments in Croatia from 1993 to 2007 by countries (in %) 
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Figure 2 shows that the EU Member States are the largest investors in the Croatian 

economy. Considering old and new members together, their share is 90%. The largest 
investors are: Austria, Netherlands, Germany, France and Hungary. Compared with 
significance for exports and imports, the share of EU countries in FDI in Croatia is 
significantly higher.   
 
 
 
 
 
 



 

Figure 3 
 

Foreign direct investment in Croatia by activities in the period 1993-2007 
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It is clear that themajority of FDI inflows in Croatia has gone to the service sectors (financial 
intermediation, post and telecommunication) which are oriented to supply the domestic 
market (consumption). Only a small part of foreign capital was invested in domestic 
production (chemical industry, manufacture of coke, manufactures of food products and 
beverages, etc.) and this is the reason why the Croatian production (export) structure wasn’t 
changed in the observed period. 
 
Figure 4. 
 

Export, import and FDI inflow in Croatia in the period 1997-2007 in  EUR mn 

0
2000
4000
6000
8000

10000
12000
14000
16000
18000
20000

199
7

199
8

19
99

20
00

20
01

200
2

200
3

20
04

20
05

20
06

20
07

Export Import FDI inflow

 
Source: Croatian National Bank, Statistics on FDI, Available at: http://www.hnb.hr, Statistical 
Yearbook of Republic of Croatia 2008, Central Bureau of Statistics, Available at: 
http://www.dzs.hr. 



 

Figure 4 shows the movements of export and import and the FDI inflows into Croatian 
economy. It is obvious that the value of export and import is much higher than that of FDI 
and their higher growth is especially noticeable at import which reached 18,6 billion euros in 
2007. The FDI inflow does not show a continuous growth tendency, it varies from one year to 
another, which is mostly affected by the privatization of big Croatian companies. Since 2005 
the FDI inflow has had a tendency to grow and has passed to the level of 2 billion euros per 
year and in 2007 it reached the amount of 3,6 billion euros. In the last three years we can see a 
growing tendency in all three variables, however, a longer time period will be considered in 
further analysis in order to determine whether there is interdependence between the three.   
 

5. Relationship between trade liberalization and FDI flows 
 
 

5.1. Methodology 
 

Granger causality test 
 
A method often applied to investigate causal relationships between variables 

empirically is Granger-causality analysis. The basic principle of Granger-causality analysis 
(Granger, 1969) is to test whether or not lagged values of one variable help to improve the 
explanation of another variable from its own past. 

We use the Granger causality methodology to test for the relationship between FDI 
inflows and exports, and FDI inflows and imports. In a bivariate framework, the variable x is 
said to cause the variable y in the Granger sense if the forecast for y improves when lagged 
variables for x are taken into account in the equation, ceteris paribus. Testing causality 
involves using an F-test (or Wald test). The appropriate formulation of a Granger-type test of 
causality (which must be applied to stationary series) is: 
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where: 

- X is exports,  
- FDI is foreign direct investment inflows,  
- M is imports;  
- µ

t
, ν

t,
, σ

t
, and τ

t 
are error terms with zero mean.  

In equation (1), the null hypothesis ‘FDI does not Granger cause X’ (θ
1
= …. = θ

j 
= 0) is tested 

using a standard F-test (Wald test). It is rejected if the θs are jointly significantly different 
from zero. Similarly, in equation (2) the null hypothesis ‘X does not Granger cause FDI’ (γ1 

=…= γj = 0) is rejected if the γs are jointly significantly different from zero. The same 
procedure applies for equations (3) and (4). 

A single-equation specification cannot fulfil the aim of this study. Instead, we set up a 
Vector Auto Regression (VAR) system, which treats all variables symmetrically. Sims (1980) 
was the first to introduce the VAR technique in econometric modelling to analyze the 
dynamic impact of random disturbances on the systems of variables.  In a standard VAR 



 

model, each endogenous variable in the system is modelled as a function of its own past lags 
and the past lags of other endogenous variables. 
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where X, M and FDI are exports, imports and FDI, respectively; a, b, c, and d are parameters; 
the e’s are error terms; and k is the order of the VAR, i.e., the maximum number of lags in the 
system. For the {FDIt} equation to be unaffected by exports, all the b3j  must be equal to zero; 
and for the {FDIt} equation to be unaffected by imports, all the c3j must be equal to zero. 
Similar logic applies to {Xt} and {Mt}. 

Before estimating the VAR system, it is important to determine the trending nature of 
data series using standard statistical techniques.  Macroeconomic time series generally tend to 
have unit roots, i.e. they are not stationary or their variances increase with time. OLS 
(ordinary least squares) may generate spurious correlation when regressing levels of non-
stationary time-series variables that contain trend components. In such situations, Granger 
causality test results may be misleading. 

 
Unit root test 
 
Prior to testing the long run and non-causality, it is necessary to establish the order of 

integration presented. An Augmented Dickey Fuller (ADF) was carried out on the time series 
levels and difference forms. According to Johansen’s (1988) technique, to avoid spurious 
results in the causality testing we need to proceed as follows: firstly, to determine the order of 
integration of the series. Secondly, to identify the possible long-term relationships among the 
integrated variables included in the system. In the absence of cointegration vector, with I(I) 
series, valid results in Granger causality testing are obtained by simply first differentiating the 
VAR model. With cointegration variables, Granger causality will further require inclusion of 
an error term in the stationary model in order to capture the short term deviations of series 
from their long-term equilibrium path. 
The reason we used ADF test is that it takes into account possible autocorrelation of errors. If 
the errors are autocorrelated, OLS method would not be efficient. 
The ADF test equation is:  

∑
=

−− +∆+=∆
k

j

tjttt YjYY
1

1 εδδ  

In essence, the ADF test is the testing of whether the estimate (obtained by the 
ordinary least squares method) of the parameter δ  from the equation is significantly negative. 
Namely, in the case when the parameter δ  is less than zero it follows that the parameter ρ is 
less than one and, consequently, the time series is integrated of order zero, i.e. it is stationary. 
If the parameter δ  is equal to zero, the observed series has the characteristics of the process 
of the random walk. This process is a non-stationary stochastic process of the first order of 



 

integration.3 The number of lags k should be relatively small in order to preserve the degrees 
of freedom, but large enough to remove the autocorrelation of errors. In addition to the ADF 
test, we used the PP test since it proposes an alternative method of controlling serial 
correlation and increases the power of the test, which is one of the main flaws of the ADF 
test. In addition to these two tests we also used the KPSS test which is slightly different than 
the previous one since it assumes that the series is stationary. The test can be described as 
follows: 
Assume a time series process ty  which has the following behaviour: 

t t ty tδ ψ ε= + +   and  1t t tψ ψ ω−= +  where ω t niid (0,σ 2) 

The null hypothesis to be tested is ( )0 : tH kψ =  where k  is a constant. 

Basically, this is a test for parameter constancy against the alternative that the parameters 
follow a random walk. The KPSS test is useful as it serves as a confirmatory test. 
 
 

Cointegration approach 
 
If the time series are non-stationary, the stability condition for VAR is not met, 

implying that the Wald test statistics for Granger-causality are invalid. In this case, the 
cointegration approach and vector error correction model (VECM) are recommended to 
investigate the relationships between non-stationary variables. 

Engle and Granger (1987) pointed out that when a linear combination of two or more 
nonstationary time series is stationary, then the stationary linear combination, the so called 
cointegrating equation, can be interpreted as a long-run equilibrium relationship between the 
variables. In a VECM, long and short-run parameters are separated, which gives an 
appropriate framework for assessing the validity of the long-run implications of a theory, as 
well as for estimating the dynamic processes involved. 

The short-run dynamics of the model is studied by analyzing how changes in each 
variable in a cointegrated system respond to the lagged residuals or errors from the 
cointegrating vectors and the lags of the changes of all variables. 
In this study, two cointegration vectors (ranks) are possible since we have three endogenous 
variables in the system. Dummy variable indicates the signature of SAA. If one cointegration 
relationship exists, then the following VECM model is used to analyse causality. 
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3 ttt YY ερ += − 1  is an autoregressive equation. In the null hypothesis the parameter ρ  is equal to1. In case 

this hypothesis is accepted, the variable has the characteristics of the process of the random walk. ρ can be 

rewritten to ρ = 1+δ . 



 

5.2. Empirical testing and results 
 
The data is observed at quarterly intervals from 1997:Q1 to 2008: Q3 for the Croatian 

economy. The data on export and import of goods and FDI inflow were obtained from the 
Bulletin of CNB. Figure 1 plots each time series expressed in the natural logarithm. The plot 
reveals that the moments of the distribution (mean and Variance) are changing over time, 
suggesting series to be non-stationary. Plots of the first difference of logged variables in 
Figure 2, which refers to growth rates of the variables, show no definite pattern over time, 
thus indicating the first difference to be stationary. However, a formal test is required to 
confirm time series properties. Table 1 reports the results of Augmented Dickey Fuller 
(ADF), Phillip Perron (PP) test and KPSS test of unit root by lag length chosen based on 
minimum values of Akaike criterion (AIC) and Hannan-Quinn (HQ).  The tests are performed 
on both the level and first differences of the logged variables.  

 
Table 1 

 
Unit root test in levels 

 
  

ADF 
 

PP 
 

KPSS 
 C,T C C,T C C,T C 

FDI -5.357 -4.229 -5.361 -4.171 0.096 0.631 
EXPORT -0.524 -0.524 -3.627 0.798 0.186 0.865 
IMPORT -1.834 1.759 -4.719 0.030 0.201 0.872 

       
Test critical values for C,T*: 1% level -4.170 

5% level -3.510  
10% level -3.185 

Test critical values for C*: 1% level -3.592 
5% level -2.931  
10% level -2.603 

* The critical values refer to ADF and PP tests. 
 
As shown in Table 1, export and import have unit roots, whereas FDI is stationary4. Export 
and import show random walk with drift, i.e. they must be first differenced in order to become 
stationary since they are integrated of order one I (1).   
 
Table 2 

 
Unit root test in 1st difference 

 
    

            ADF 
  

              PP 
  

           KPSS 
  C,T C C,T C C,T C 

FDI -4.721 -4.792 -22.808 -22.775 0.346 0.422 

EXPORT -7.593 -7.232 -28.786 -16.105 0.168 0.287 

IMPORT -3.159 -2.088 -49.873 -18.410 0.226 0.342 

                                                 
4 ADF and PP test not shown in Table 1. imply that FDI exhibit a pure random walk (without constant and 
trend), whereas KPSS test implies that FDI is a random walk with drift at 5% level of significance. 
 



 

 
Although unit root tests have given mixed results about the nature of FDI series we 

decided to run a cointegration test. After confirming that variables export and import are I(1) 
in levels,  the next step is to conduct the cointegration test by applying maximum likelihood 
estimation procedure developed by Johansen & Jeselius  (1990, 1992). Before carrying out 
the co-integration analysis, it is important to ascertain that appropriate lag length has been 
chosen so that residuals are uncorrelated, normally distributed and homoskedastic. The 
optimal lag selection test confirms lag order of 3 based on diagnostic test since VAR with 
fewer lags exhibit autocorrelation. Information criteria do not give a consistent result: 
minimum Akaike’s Final Prediction error (FPE), Hannan-Quinn information (HQ) and LR 
values suggest VAR (4), whereas Schwartz Information Criteria (SIC) suggest VAR (2). Our 
selection of VAR (3) model was guided by estimating the underlying VAR model and 
applying standard diagnostic tests to ensure the validity of the model.5 

The Johansen - Jeselius (1992) methodology is used to test the cointegration between 
variables. The results from the cointegration analysis suggest that the null hypothesis of no 
cointegrating vector can be rejected at 5% using both trace test (λtrace) and maximum eigen- 
value test (λmax). This indicates no cointegrating vector among the three I(1) variables and 
hence one can conclude that variables are not cointegrated, i.e. are not tied in the long run 
relationship. We used the Pantula principle which operationalises a joint test of the number of 
cointegrating vectors and the choice of deterministic components in the VECM. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
5 Diagnostic tests and information criteria are presented in appendices. 



 

Table 3 
 

Cointegration  tests with no deterministic trend and restricted constant 
 

     

Unrestricted Cointegration Rank Test (Trace)  
     
     

Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
     
     

None  0.278697  30.27976  35.19275  0.1539 

At most 1  0.172444  15.90515  20.26184  0.1789 

At most 2  0.158191  7.576894  9.164546  0.0991 
     
     

 
 

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 
     
     

Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
     
     

None  0.278697  14.37461  22.29962  0.4283 

At most 1  0.172444  8.328253  15.89210  0.5090 

At most 2  0.158191  7.576894  9.164546  0.0991 

 
The table below provides the summary of cointegrating relationship according to all five 
assumptions. 
 
 
Number of cointegrating relations  
 

     
     

Data Trend: None Linear Linear Quadratic 

Test Type Intercept Intercept Intercept Intercept 

 No Trend No Trend Trend Trend 

Trace 0 0 0 0 

Max-Eig 0 0 0 0 

 
The Granger- causality test is validated only on the assumption that variables are 

stationary. In our analysis, since variables are integrated of order one, the Granger- causality 
tests are applied to the first differences of the logarithm of the variables, which are stationary. 
The standard Granger causality test is employed for examining the causality. With no 
cointegration, the coefficient α which represents the error correction mechanism (ECM) in the 



 

above equations is assumed to be zero and using standard Granger causality method is not 
mis-specified. 
The following table represents the Granger causality test involving three series based on the 
Wald test to determine the joint significance of the restrictions under the null hypothesis. 
 
Dependent variable: FDI 

   
   Excluded Chi-sq Prob. 
   
   EXPORT  2.947313  0.3998 

IMPORT  6.516906  0.0890 
   
   All  15.30565  0.0180 
   

 
Dependent variable: EXPORT 

   
   Excluded Chi-sq Prob. 
   
   FDI  1.729361  0.6304 

IMPORT  5.607462  0.1324 
   
   All  9.546779  0.1451 
   
   

Dependent variable: IMPORT 
   
   Excluded Chi-sq Prob. 
   
   FDI  0.564786  0.9044 

EXPORT  9.116283  0.0278 
   
   All  11.67912  0.0695 
   

 
The results imply a unidirectional casual relationship that runs from import to FDI (only at 
10% level of significance) and one that runs from export to import.  

Although import is significant only at a 10% level, one may conclude that because 
FDI inflow in Croatia was primarily oriented to the service sector (telecommunications, 
financial intermediation, trade and real estate activities), and only the manufacture of 
chemicals and chemical products is the category that for years has been one of the main 
recipients of FDI and also one of the main “import industries”, the result implies that FDI is 
not a substitute for import, i.e. it does not have a positive impact on current account balance 
and domestic production (although production might have increased, the import of raw 
materials and intermediary products have offset the positive impact). But, the results imply 
that exports have a positive and significant effect on import on the 5% level of significance. 
This can be explained by the fact that Croatia is exporting goods with low value added and 
importing products with high value added whose price has increased over the years and 
contributed to increasing the gap between export and import.  

 
 
 

 



 

6. Conclusion 
 
Croatia has achieved significant progress regarding multilateral as well as regional trade 

liberalization. Trade liberalization is, of course, accompanied by the increase of trade (export 
and/or import), which, in Croatia, is manifested in a high increase of import and a growing 
trade deficit. Establishing the legislative and institutional basis, Croatia created a favourable 
framework for the FDI inflow. Whereas the incentive framework is (was) not directed enough 
toward attracting investments into new production, but rather toward the model of buying the 
existing companies during the privatization process. Therefore the amount of FDI does not 
necessarily guarantee its positive influence on economy, especially on production and export.  
The role of the enlarged EU is more important for foreign investments in Croatian economy 
than for Croatian export which, in recent years, has been increasingly directed to the less 
demanding markets of the CEFTA countries. This is affected by the Croatian export 
production structure for which there is no demand on the EU market. On the other hand, the 
entrance of 10 CEE countries in the EU supplied the EU market with the products that Croatia 
can offer. The above stated facts influenced the results where no FDI influence was found on 
either export or import.  

FDI seems to have no direct link with trade. Firstly, it is primarily oriented to the 
service sector which is used by local consumers. Secondly, the analysis was done using 
aggregate data so it is possible that FDI causes increased export in some industries but that 
might have been overseen. Thirdly, the structure of FDI inflow is completely inadequate, i.e. 
the majority of investments were oriented toward existing industries in order to increase 
efficiency and expand capacity or investment in financial sector (increasing the capital of the 
foreign banks) due to a restrictive monetary policy whose aim is to bring to a halt the 
increasing foreign debt. Unfortunately, very few were invested in new industries oriented to 
export and employment. 

The above mentioned researches presented different situations of interdependence of trade 
and investment flows, thereby the results of this research can be compared with the research 
of Hisarciklilar et al. (the Mediterranean countries research, there is no relationship between 
FDI and trade) as well as with the first part of Fontagne's research (trade affects FDI). 
However, due to the FDI structure in Croatia, the beginning of the second phase, where FDI 
affects trade (export), is nowhere in sight. 
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APPENDICES 
 

1. PLOT OF SERIES IN LEVELS AND 1 ST DIFFERENCES 
FDI 
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2. VAR DIAGNOSTICS 
 

VAR Residual Serial Correlation LM Tests 

H0: no serial correlation at lag order h 
 

   
Lags LM-Stat Prob 

   
   
1  31.05371  0.0003 

2  23.05298  0.0061 

3  5.849779  0.7549 

4  11.77995  0.2260 

5  7.810240  0.5534 

6  10.68797  0.2977 

7  7.137369  0.6228 

8  10.57857  0.3057 
   

 
 

VAR Residual Normality Tests  

Orthogonalization: Residual Covariance (Urzua) 

H0: residuals are multivariate normal 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

     
     
     

Component Skewness Chi-sq df Prob. 
     
     
1  0.360643  1.091603 1  0.2961 

2  0.031474  0.008314 1  0.9273 

3  0.152932  0.196294 1  0.6577 
     
     

Joint   1.296211 3  0.7300 
     
     
     

Component Kurtosis Chi-sq df Prob. 
     
     
1  1.930009  2.250006 1  0.1336 

2  1.480512  4.927708 1  0.0264 

3  2.292321  0.845997 1  0.3577 
     
     

Joint   8.023712 3  0.0455 
     
     
     

Component Jarque-Bera df Prob.  
     
     

1  3.341609 2  0.1881  

2  4.936023 2  0.0848  

3  1.042291 2  0.5938  
     
     

Joint  23.88051 25  0.5263  
     

 
 

VAR Residual Heteroskedasticity Tests: No Cross Terms (only levels and squares) 
 

   Joint test:   
    

Chi-sq df Prob.  

 109.5448 114  0.6005  
 
 
 
 
 
 



 

INFORMATION CRITERIA 
       
       

 Lag LogL LR FPE AIC SC HQ 
       
       
0 -1163.312 NA   8.36e+19  54.38660  54.63235  54.47722 

1 -1118.581  79.05916  1.59e+19  52.72470  53.33907  52.95126 

2 -1098.489  32.70800  9.60e+18  52.20879   53.19178*  52.57129 

3 -1092.414  9.042169  1.12e+19  52.34483  53.69644  52.84326 

4 -1070.974   28.91869*   6.55e+18*   51.76623*  53.48648   52.40061* 
       
       

 * indicates lag order selected by the criterion    

 LR: sequential modified LR test statistic (each test at 5% level)   

 FPE: Final prediction error     

 AIC: Akaike information criterion     

 SC: Schwarz information criterion     

 HQ: Hannan-Quinn information criterion    
 
 

UZROKUJE LI LIBERALIZACIJA TRŽIŠTA DOTOK IZRAVNIH STRANIH 
ULAGANJA ILI JE OBRNUTO? SLU ČAJ HRVATSKE 

 
 

SAŽETAK 
 
U posljednjih deset godina Hrvatska je postigla značajne rezultate u globalnoj i regionalnoj 
liberalizaciji tržišta. Istovremeno, stvorila je poticajni okvir za ulaganja te privukla veliki broj 
izravnih stranih ulaganja po glavi stanovnika. Cilj ovog rada je odrediti postoji li veza izmeñu 
trgovine i dotoka izravnih stranih ulaganja u hrvatsko gospodarstvo te u kojim smjerovima. Koristeći 
kointegracijski vektor i VECM model, ustanovili smo da nema izravne veze izmeñu izravnih stranih 
ulaganja i tokova na tržištu. Rezultati ukazuju na jednosmjernu uzročnu vezu koja ide od uvoza ka 
izravnim stranim ulaganjima, te onu koja ide od izvoza ka uvozu. To se može objasniti nepovoljnom 
strukturom hrvatskog izvoza kao i dominacijom brownfield investicija u hrvatskom gospodarstvu. 
 
JEL: F13, F14, F21, F31. 
 
Ključne riječi: izvoz, uvoz, izravna strana ulaganja, kointegracija, VECM model 
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THE ROLE OF PRODUCT NATIONALITY IN PURCHASE BEHAVIOR 
 

ABSTRACT 
 

 The article examines the impact of product nationality cues on consumer behavior and 
presents the results of two studies based on large-scale surveys of adult consumers from four countries 
of the South-East Europe: Croatia, Bosnia and Herzegovina, Serbia, and Montenegro. The results 
indicate that consumer ethnocentrism affects domestic purchase behavior both directly and indirectly 
through domestic product quality evaluation. Ethnic affiliation of consumers has a direct effect on 
both consumer ethnocentrism and on domestic purchase behavior. However, the findings on the role 
of identification to the nation and openness to other cultures as antecedents to consumer 
ethnocentrism and/or to domestic product quality evaluation were not consistent across countries and 
across studies, indicating a need for further research on the influence of affective processing 
mechanisms in consumption. Theoretical and managerial implications of both studies are discussed, 
together with some recommendations for public policy regarding the support of “buy domestic” 
campaigns. 
 
JEL: M31, M38 
 
Keywords: country of origin, consumer ethnocentrism, purchase behavior, domestic product quality  
                  evaluation, cultural openness, national identity, ethnic affiliation, country branding  
                  campaigns 

 
 

1. INTRODUCTION 
  

Understanding consumer behavior is a key to successful marketing and it is not 
surprising that decades of marketing research and practice have been devoted to unraveling 
complex behavioral patterns leading to purchase decisions. In today’s globalized world, 
effortless segmentation schemes based on demographic and socioeconomic traits of 
consumers no longer suffice for uncovering relevant consumption patterns. Instead, marketers 
need to understand the processing mechanisms underlying consumer purchase behavior and 
their outcomes, and to use this knowledge in developing marketing programs.  
 International marketing research has identified country of origin as an important cue in 
purchasing and consumption. In the literature, inconsistent terminology has been used to 
describe this phenomenon, including country-of-origin product attribute or information cue, 
product source country, national origin of products/brands, product-country image and 
country-of origin effects. In our study we introduce the term “product nationality”, which 
refers to the role that the national origin of products, brands, services and institutions (e.g., 
retailers) play in decision-making processes, and ultimately in consumer choice behavior.  
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 Product nationality serves, along with price, brand, manufacturer’s reputation, as one 
of the extrinsic cues in consumer purchasing processes. Extrinsic cues become increasingly 
important when intrinsic information cues (e.g., taste, product design, performance, etc.) are 
unavailable and/or difficult to assess (Insch and McBride, 2004). Information related to 
product origin may communicate quality and value to consumers, and under certain 
conditions evoke emotional responses. Since product nationality influences consumer 
attitudes, purchase intentions and product choices, it represents an important variable to be 
considered in designing the marketing strategies of both domestic and foreign suppliers. 
Moreover, product nationality effects on consumption may have broader ramifications. 
Governments and industry associations all over the world often launch initiatives to provide 
marketing support to domestic companies in international markets by sponsoring programs to 
enhance the country’s image, and in home markets by organizing “buy domestic” campaigns. 
In this context, research on product nationality issues may provide insights for formulating 
effective public policy. 
 Despite the many studies that have been done on the effects of product nationality on 
purchasing behavior, several issues remain unresolved: a) whether product nationality 
influences actual purchasing behavior as opposed to intended purchasing behavior (Liefeld, 
2004); b) what phenomena (or their antecedents) result in purchasing biases for domestic vs. 
foreign goods (Balabanis et al, 2001; Suh and Kwon, 2002); and c) what underlying 
processing mechanisms cause purchasing choices to be based on product nationality (Laroche 
et al., 2005; Verlegh and Steenkamp, 1999; Vida and Reardon, 2008). 
 This research aims to address some of the gaps in the present knowledge by offering 
new insights into the dimensions and outcomes of product nationality cues. Our objective is to 
construct a holistic model of consumption behavior induced by product nationality, test it in 
several countries of South-East Europe, and thereby contribute to both theory development 
and marketing practice. Country-of-origin literature has often been criticized for a lack of 
generalizability (Peterson and Jolibert, 1995; Insch and McBride, 2004). The multi-country 
setting utilized in this research increases the external validity of our findings. The managerial 
implications of this work are highly relevant for international and domestic marketers 
interested in exploiting opportunities in this high-growth region. Moreover, our findings have 
implications for policy makers considering country-related branding campaigns, and/or for 
policy makers of transnational groupings such as the EU which, in the light of future 
enlargement plans, will face increasingly diverse cultural and ethnic consumer bases. 
 In the next sections we outline the conceptual bases of our research, describe research 
design, methodology and findings of our two empirical studies, and discuss the implications 
of the empirical validation of the proposed conceptual model. 
 

2. Theoretical Background and Research Propositions 
  

Product nationality issues have traditionally been investigated in the marketing 
literature in separate research streams, focusing on different aspects of the phenomenon. The 
mainstream is represented by the so-called country-of-origin (COO) research which has been 
extremely prolific. Papadopoulos and Heslop’s (2002) analysis of over 750 studies published 
in the period between 1951 and 2001 reveals that national images are powerful stereotypes 
that influence consumer behavior in all types of markets, but the effects vary depending on 
the situation. Furthermore, product-country images appear to depend on consumers’ general 
perceptions of products from a particular country, and also on their feelings towards the 
people of that country and the desired level of interaction with them. Two meta-analyses of 
COO research found that information on product origin affects consumers’ perception of 
product quality, their attitudes and ultimately purchase intentions (Peterson and Jolibert, 



 

1995; Verlegh and Steenkamp, 1999). Recent literature reviews support these findings 
(Bhaskaran and Sukumaran, 2007; Pharr, 2005). 
 Even though research indicates that factors underlying product-country image include 
the feelings that consumers develop with respect to the originating country and its people 
(Johansson, 1989), most COO studies adopt an information-processing perspective, which 
focuses on the evaluation of products on a cognitive level. These studies fail to answer the 
question why some consumers refuse to buy foreign products in general, or products from a 
specific foreign country or ethnic group, despite the fact that from the quality standpoint, the 
products are evaluated favorably on all other attributes. Moreover, product nationality can 
also provoke affective and/or normative responses related to consumer ideologies. In the last 
two decades, research on product nationality has attempted to address this issue by 
investigating the impact of product nationality on consumer choice behavior from an entirely 
different perspective, i.e., perspective of consumer ideologies (e.g., Quellet, 2007). Among 
these, studies on consumer ethnocentrism have played a central part. 
 The second research stream focuses on a different type of consumer motivations to 
buy or not to buy products of a certain origin. Consumer ethnocentrism was conceptualized in 
the late 1980’s by Shimp and Sharma (1987) as an individual’s tendency to view domestically 
manufactured products as superior, and the belief that it is unpatriotic to buy foreign-made 
products due to adverse effects such behavior may have on the domestic economy and 
employment. In an attempt to explain why and under what conditions the phenomenon 
evolves, Sharma et al. (1995) proposed and tested a model of consumer ethnocentrism 
antecedents and outcomes which has seen a number of international replications. As shown in 
a recent review of consumer ethnocentrism literature (Shankarmahesh, 2006), empirical work 
on outcomes supports a positive correlation between ethnocentrism and consumer preferences 
for domestic goods. 
 Following Shimp and Sharma’s (1987) concept that consumer ethnocentrism is an 
important individual-level construct for the better understanding of product origin dynamics, 
we build the theoretical foundation for our research on both literature streams. COO and 
consumer ethnocentrism research both have the same objectives: to understand the processing 
mechanisms underlying consumer actions and to provide insight into circumstances and the 
degree to which products of a certain origin may be preferred. While COO research focuses 
on the cognitive dimension, consumer ethnocentrism research explains normative and 
affective dimensions of consumer choice behavior. Recent integrative reviews in the two 
fields indicate that these various dimensions are intertwined. Both Pharr (2005) and 
Shankarmahesh (2006) classify the COO effect as a mediator of the relationship between 
consumer ethnocentrism and its outcomes. Hence, we propose that consumer ethnocentrism (a 
normative dimension) influences purchase behavior in favor of domestic product (a conative 
dimension) both directly and indirectly, through domestic product quality evaluations (a 
cognitive dimension): 
P1:  Consumer ethnocentrism is positively related to domestic purchase behavior. 
P2:  Domestic product quality evaluation is positively related to domestic purchase behavior. 
P3:  Consumer ethnocentrism positively influences the evaluation of domestic product 

quality. 
 Consumer ethnocentrism arises from a wide range of socio-psychological, economic, 
political and demographic antecedents (Shankarmahesh, 2006). We focus on socio-
psychological antecedents of consumer ethnocentrism which have generated some 
controversy in previous research. Researchers have identified several socio-psychological 
constructs that affect ethnocentrism: consumer openness to foreign cultures, patriotism, 
collectivism-individualism, conservatism, world-mindedness, internationalism, animosity, 
materialism, dogmatism, etc. (e.g., Altintas and Tokol, 2007; Balabanis et al., 2001; Rawwas 



 

et al., 1996; Sharma et al., 1995). It is expected that the individuals generally exhibit 
(positive) feelings of identity and close attachment to their social group (relating to home 
nation, culture or ethnic group), but they might harbor feelings of separateness, opposition or 
even hatred towards the members of other cultures, nations, the world (Nijssen and Douglas, 
2004). By reflecting the feelings of consumers, these antecedent constructs capture affective 
dimensions of consumer behavior. Even though they have typically been associated with 
consumer ethnocentrism, research shows that they may also influence product quality 
evaluations prompted by product nationality cues (Verlegh, 2007). We propose: 
P4:  Socio-psychological antecedents influence consumer ethnocentrism.  
P5: Socio-psychological antecedents influence domestic product quality evaluation.  
 Whilst the role of consumer ethnic affiliation has rarely been considered in previous 
research on consumer ethnocentrism, consumer behaviour literature clearly demonstrates 
considerable impact of ethnicity on consumption behaviour, such as in product evaluation 
decisions, brand loyalty, consumer responses to advertising, decision-making styles and 
perceived risk (e.g., Brumbaugh and Grier, 2006; Burton, 2002; Shaffer and O’Hara, 1995).  
As for theoretical justification for inclusion of ethnic affiliation into our research, the original 
model by Sharma et al. (1995) provided some guidance. The authors argued there may be 
additional factors directly affecting or moderating the effect of ethnocentrism on its outcomes, 
such as "cultural similarity, historical associations between countries and present political-
economic relations between countries" (p. 35).  This theoretical guidance is supported by the 
findings of recent studies suggesting that the relationship between consumer ethnocentrism 
and purchase behavior is moderated by consumers’ ethnic affiliation, which may be especially 
relevant in multi-ethnic countries. For example, in a study examining the impact of 
ethnocentrism on consumers’ evaluation process and their willingness to buy domestic vs. 
imported products in Bosnia and Herzegovina, Cutura (2006) found that there are substantial 
differences among the three main ethnic groups with respect to their willingness to buy 
products originating from Croatia, Serbia and Western countries which can not be attributed 
to the differences in product quality evaluations based on the country of origin.  In a study of 
English-speaking and French-speaking Canadians, Laroche et al. (2003) established 
significant buying preferences for products originating from “ethnically affiliated” countries. 
Zarkada-Fraser and Fraser (2002) arrived at a similar conclusion when studying retail 
patronage between Australians of different ethnic origin. Hence we posit:  
P6:  Ethnic affiliation moderates the relationship between consumer ethnocentrism and 

domestic purchase behavior.   
 

3. Empirical Validation 
  

The research propositions were tested using two studies conducted in four countries of 
southeastern Europe: Croatia, Bosnia and Herzegovina, Serbia, and Montenegro. The 
objective of the first study was to investigate the role of different processing mechanisms 
(normative, cognitive and affective) in formation of domestic purchase bias as suggested by 
Laroche et al. (2005) and Verlegh and Steenkamp (1999). The second study focused on a 
moderating role of ethnic affiliation in relationship between consumer ethnocentrism and 
domestic purchase behavior and thereby responded to Verlegh’s  (2007), Quellet’s (2007) and 
Balabanis and Diamantopolous’ (2004) calls for research which could better explain the 
purchase behavior of consumers with multiple identifications (to national or ethnic groups). 
 The choice of countries was prompted by their historical development, which provides 
a unique opportunity to test our conceptual framework not only in a cross-national, but also in 
a cross-cultural setting (Laroche et al., 2003). All of the countries under investigation are 
young economies, having achieved the status of independent states relatively recently. As a 



 

result, at this point in time, ideology-based components may play a particularly important role 
in guiding consumer behavior. Both the military conflicts that accompanied the process of 
secession from the pre-1991 Yugoslavia and the processes of nation-building that followed 
thereafter may have accentuated consumers’ nationalistic feelings and at the same time 
elevated their sense of national pride and identification with their nation. Even though all four 
country markets were parts of the same federal state until the early 1990’s, cultural 
heterogeneity was largely preserved, and the different nations within Yugoslavia retained 
distinct ethnic affiliations (Boskovic, 2005; Jovic, 2001). While they are at the different levels 
of economic development, in the past few years, they have become high-growth economies, 
offering profitable investment opportunities to domestic and foreign investors (EBRD, 2007). 
  

3.1. Research Methodology  
 
Data were collected based on probability sampling in several cities of each country by 

asking respondents to participate in 15-minute personal interviews. Data collection was a part 
of government sponsored research project which ran in the period 2001-2004. The probability 
sampling was obtained utilizing a geographical area sampling methodology. Data collection 
(personal face-to-face interviews in local residents' households) was conducted in each 
country by the local market research agencies, contracted through the leading research agency 
in Slovenia, whereby ESOMAR research codes and guidelines were observed. Prior the actual 
data collection, the study instrument was pre-tested on convenience samples of consumers for 
its comprehensibility and length, after which changes were incorporated. 
 The samples included 1954 adult respondents in the first study (454 in Croatia, 600 in 
Serbia, 600 in Bosnia & Herzegovina, and 300 in Montenegro), and 580 respondents in the 
second study (167 were of Croatian, 150 of Serbian, and 263 of Bosniak ethnic origin; a self-
determined measure was used to identify the respondent’s ethnicity). Using a non-student 
sample yields a more realistic and diverse data set (Insch and McBride, 2004) and strengthens 
research implications. 
 Construct measures were derived from the existing literature and have been shown to 
be psychometrically sound in cross-cultural contexts. Domestic purchase behavior was 
operationalized as consumer purchase behavior in favor of domestic products/brands in that 
consumers intentionally take the time to identify the domestic origin of either products and 
brands or retail outlets that stock them, using Granzin and Olsen’s (1998) scale of consumer 
helping behavior. Consumer ethnocentrism was measured by a reduced version of 
CETSCALE (Shimp and Sharma, 1987). Domestic product quality evaluation construct was 
conceptualized as consumer judgments of the attractiveness and quality of locally- 
(domestically) produced products, brands and services based on Parameswaran and 
Pisharodi’s general product attributes scale (2002). Openness to other cultures was defined as 
the extent to which individuals enjoy contacts and information about other cultures, diverse 
cultural environments and people. The items were based on the cosmopolitan orientation scale 
by Yoon et al., (1996). The construct of identification to the nation expressed the extent to 
which individuals identify with the newly established nation state in the sense that they take 
pride in their nation, its history and ancestors. The items were derived from the NATID scale 
(Keillor et al., 1996). Nationalism construct refers to a person's view that one's country is 
superior and should be in some way dominant towards the out-groups and is based on 
Sampson and Smith’s (1957) world-mindedness scale. Five-point, Likert-type scales (1 = 
strongly disagree to 5 = strongly agree) were utilized for the individual scales to measure the 
constructs. The survey instruments also contained a number of open-ended questions related 
to demographic variables, including ethnic affiliation. 



 

 Data from both studies were analyzed using structural equation modeling (SEM). The 
first step in data analysis involved performing measure purification on each scale using factor 
analysis and reliability measures. The validity and unidimensionality of the scale was tested 
with confirmatory factor analysis. Once the construct reliability, convergent validity and 
discriminant validity were established, the structural model was evaluated in order to test the 
hypothesized relationships between constructs.  
 
 

3.2. Study 1: The Role of Product Nationality in Predicting Domestic Purchase 
Behavior  

  
The objective of the first study was to examine the effects of normative, cognitive, and 

affective processing mechanisms on purchase behavior in favor of domestic products. In our 
research propositions we hypothesized that consumer ethnocentrism positively affected 
domestic purchase behavior both directly and indirectly, through the formation of perceptions 
regarding the quality of domestic products. In view of the research setting, recently 
established nation states in post-war transitional economies, we included in the conceptual 
framework identification to the nation (as antecedent construct relating to the individual’s 
social in-group) and openness to other cultures (as antecedent construct measuring the 
individual’s attitude towards out-groups). The conceptual model is shown in Figure 1. 
 
Figure 1 
 

The Conceptual Model for Study 1 
 

 
 

Source: The Authors 
 
 The final measurement model included five first-order reflective constructs and fifteen 
measured indicators. The structural model was evaluated separately for each of the four 
countries investigated. Overall, the model fit indicators were within commonly recommended 
limits for all country samples. The values of the chi-square test were statistically significant 
(the values for χ2 ranged from 159.1 to 269.5) but RMSEA revealed an acceptable fit 
(ranging from 0.046 to 0.062). The absolute and parsimonious measures of fit showed good 
conformance of the data with the models (GFI ranged from 0.94 to 0.95 and CFI from 0.96 to 
0.98). The hypotheses were tested by examining the t-statistics and the direction of the 
relationships between the constructs. The results for all four country samples indicate that: a) 
consumer ethnocentrism and domestic product quality evaluation were positively related to 
domestic purchase behavior (the t-statistics ranged from 1.77 to 15.99; p<0.05), b) consumer 
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ethnocentrism was positively related to domestic product quality evaluation (with the t-
statistics between 4.31 and 7.41; p<0.05), and c) openness to other cultures was negatively 
related to consumer ethnocentrism (the t-statistics ranged from -1.94 to -6.87; p<0.05). In 
contrast, it is somewhat unclear whether identification to the nation can be considered an 
antecedent to both consumer ethnocentrism and domestic product quality evaluation. A 
stronger identification to the nation translated into a higher level of consumer ethnocentrism 
in the Croatian, Serbian and Bosnian samples (tCroatia=5.99, tSerbia=5.61 and tB&H=6.93; 
p<0.05), but no support for this hypothesis was found in the Montenegrin sample (tMontenegro= -
0.24; p>0.05). At the same time, identification to the nation seems to affect product quality 
evaluation in the case of Montenegrin and Bosnian respondents only (tMontenegro=4.08 and 
tB&H=3.41; p<0.05), but not in the case of Serbian or Croatian respondents (tSerbia=0.89 and 
tCroatia=0.60; p>0.05). Hence, across the four nations included in this research, we cannot 
unequivocally state that a stronger identification to the nation translates either into stronger 
consumer ethnocentrism or into a more favorable evaluation of the quality of domestic 
products. 
 

3.3. Study 2: The Role of Ethnic Affiliation in Domestic Consumption 
  
 One possible explanation for the inconsistent results of Study 1 across the countries 
may lie in the ethnic homogeneity of a particular country market, where identification to the 
ethnic group may have interfered with the identification to the nation construct, and its 
relationship to domestic product quality evaluation and consumer ethnocentrism. Pursuant to 
this, the objective of Study 2 was to more closely investigate the relationships between 
consumer ethnocentrism, its antecedents, and its outcomes, with a specific focus on ethnic 
affiliation within a single country. The multi-ethnic state of Bosnia and Herzegovina was 
believed to represent an ideal setting for such research.  
 In multi-ethnic countries the citizens often have dual allegiances, i.e., to the country 
and to an ethnic subgroup within that country (Roosens, 1995). Taking into account that the 
ethnic group identification may prevail over a person’s identification to the nation, we 
incorporated identification to the nation and ethnic affiliation into the model as two distinct 
constructs. In contrast to Study 1, we omitted the construct measuring perceived quality of 
domestic products from the model, but included an additional out-group related antecedent, 
i.e., nationalism. In addition, we introduced linkages among the antecedent constructs. We 
predicted negative relationships between nationalism and the consumer’s openness towards 
out-groups and between nationalism and the consumer’s identification to the nation. We also 
hypothesized that the relationship between consumer ethnocentrism and the outcome 
construct of domestic purchase behavior would be moderated by the consumer’s ethnic 
affiliation (Figure 2).  
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 
 
Figure 2 
 

 The Conceptual Model for Study 2 
 
 

 
 

Source: The Authors 
  
These hypotheses were again tested using structural equations modeling. A baseline model 
was first estimated using pooled data for all three ethnic groups, and then analyzed at the level 
of ethnic-group sub-samples. The fit indices indicated an excellent conformance of the model 
to the data (χ²=103.4, d.f. 59; RMSEA=0.036; GFI=0.97; CFI=0.99). Among the 
relationships hypothesized in the baseline model, all were substantiated (the t-statistics in 
absolute terms ranged from 2.38 to 17.10) except the antecedent nature of the individual’s 
openness towards other cultures in relation to consumer ethnocentrism (t=0.37).  
 In order to test the hypotheses related to the influence of ethnic affiliation, the sample 
was split into three groups reflecting the ethnic affiliation of citizens of Bosnia and 
Herzegovina (e.g., Bosniaks, Croats, and Serbs). The model where the parameters were 
constrained to equality between the three groups was compared against the two models where 
consumer ethnocentrism and domestic purchase behavior intercepts were released. The 
differences in χ² between the competing models were observed and the results showed that 
there were significant differences in the levels of consumer ethnocentrism and domestic 
purchase behavior among the three ethnic groups. Hence, we can infer that the relationship 
between consumer ethnocentrism and domestic purchase behavior is indeed mediated by the 
ethnic affiliation of the respondent. 

 
4. Discussion of Findings 

  
The results of both studies offer some new insights into the effects of product 

nationality in consumption behavior. Our empirical investigations revealed that normative and 
cognitive processing mechanisms, measured through consumer ethnocentrism and domestic 
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product quality evaluation, affect consumers’ choice of domestic goods and/or institutions. 
Furthermore, the cognitive elements in consumer choice behavior are, in part, shaped through 
consumers’ normative predispositions. This finding reinforces recent results regarding the 
relationships between consumer ethnocentrism, quality perceptions and purchase behavior 
(e.g., Hansen, 2005; Pharr, 2005; Verlegh, 2007). Thus, Propositions 1-3 in our conceptual 
framework were supported.  
 On the other hand, the role of affective processing mechanisms in consumer 
preference formation for domestic goods is less clear. For example, openness to other cultures 
significantly affected consumer ethnocentrism as hypothesized in all four country samples in 
Study 1, but when an additional out-group related antecedent construct, nationalism, was 
included in the model (Study 2), the link between openness to other cultures and consumer 
ethnocentrism became insignificant. Likewise, the influence of identification to the nation on 
consumer ethnocentrism and domestic product quality evaluation was inconsistent across our 
country samples. In Study 1, its effect on consumer ethnocentrism was significant in three out 
of four countries, and its effect on domestic product quality evaluation was significant in two 
countries only. Only in the Bosnia and Herzegovina sample did the identification to the nation 
affect both consumer ethnocentrism and appraisal of domestic product quality. Hence, only 
partial support could be found for Propositions 4 and 5. It seems that in countries such as 
Croatia and Serbia, which are ethnically relatively homogeneous, identification to the nation 
translates into consumer ethnocentrism, and positive perceptions regarding quality of 
domestic products are established only indirectly (through the ethnocentric tendencies of 
consumers). In Montenegro, identification to the nation influenced domestic purchase 
behavior only through product evaluations. At the time of data collection, Montenegro’s 
independence was not yet finalized; hence our respondents may have experienced some 
ambiguity when responding to the wording “our country” which was utilized in most items 
measuring consumer ethnocentrism. Instead, their national pride directly transferred into 
favorable quality evaluation of domestic products. The affective construct “identification to 
the nation” thus directly influenced cognitive processing, without stimulating a normative 
response.  
 In the second study, focusing on Bosnia and Herzegovina, we measured ethnic 
affiliation separately from the identification to the nation construct. We found not only that 
ethnicity moderates the relationship between consumer ethnocentrism and consumption 
behavior (supporting Proposition 6), but also that socio-psychological antecedent constructs 
operate in a hierarchical manner. While openness to other cultures significantly affected 
consumer ethnocentrism as hypothesized in all four country samples in Study 1, when an 
additional antecedent construct, capturing an individual’s predisposition toward other social 
groups – nationalism - was included in the model (Study 2), the link between openness to 
other cultures and consumer ethnocentrism became insignificant. It seems that nationalism 
tends to lessen positive feelings toward the out-groups (the link between the two constructs 
was negative and significant, as hypothesized), even more, it prevails over openness to other 
cultures. This finding may explain why some other recent cross-national studies (e.g., 
Balabanis et al., 2001; Suh and Kwon, 2002) failed to support the influence of the cultural 
openness construct on a person’s ethnocentric sentiments.  
 

5. Implications for Theory Development, Business Practice and Public Policy 
  

In researching product nationality effects, we attempted to connect and reconcile two 
research streams, and thereby contribute to a more accurate and versatile understanding of 
consumer behavior. By incorporating dimensions which are typically examined in separate 
streams of research into a single conceptual framework, we believe we have captured 



 

different facets of consumption as affected by product nationality. The findings of our studies 
attest that product nationality is an important determinant of purchase behavior, both by 
serving as a proxy for the product’s quality and as a reflection of the consumer’s ideology. 
Our empirical evaluation shows that consumer ethnocentrism, the focal consumer ideology 
construct in our research, not only directly influences purchase behavior, but also shapes the 
consumer’s appraisal of the quality of domestic products and thereby indirectly affects 
consumption patterns. In addition, socio-psychological constructs proved to be important 
predictors of consumer ethnocentrism, their evaluation of domestic product quality, and the 
resulting purchase behavior. Hence, in debating which feature of a product (e.g., price, 
quality, origin, availability, etc.) ultimately determines consumer’s choice, researchers and 
marketing managers should not underestimate the effect on consumer behavior of 
mechanisms based on ideology. 
 Product nationality issues have important implications for devising effective business 
strategies regarding market entry, market segmentation and market positioning. The use of the 
product nationality cue may facilitate either a defense of market position for domestic firms 
(by appealing to consumer ethnocentricity) or foreign market penetration for companies 
originating from countries which enjoy a favorable national image in specific target markets. 
It may also enable marketers to adopt premium pricing and product positioning strategies 
(Bhaskaran and Sukumaran, 2007). Our finding that product quality evaluations are shaped 
not only through cognitive, but also through normative processing mechanisms implies that 
brand strategies should be linked to market-specific ideology-based elements in order to 
appeal to target segments.  
 Our findings regarding the role of ethnic affiliation in purchase behavior indicate that 
not all consumers living in the same nation-state hold comparable beliefs about the morality 
and legitimacy of purchasing foreign goods. Zarkada-Frazer and Frazer (2002) arrived at a 
similar conclusion when studying the effects of consumer ethnocentrism on store patronage of 
foreign-owned supermarkets by “Greek-Australians” and “Australians” and found that 
citizenship - or nominal belonging to the nation - is not as good a differentiating characteristic 
as the person’s association with an ethnic subgroup. Our research in Bosnia and Herzegovina 
suggest that Croatian and Serbian firms could try to entice members of Croatian and Serbian 
ethnic groups to buy their products by appealing to those consumers’ identification with the 
Croatian and Serbian home-nation, respectively. However, further research is needed to study 
this issue.  
 Some implications of product nationality extend beyond the boundaries of individual 
firms. The liberalization of world trade is increasing competitive pressures on suppliers by 
expanding the selection of products and services available in international and local markets. 
Consumers are faced with a plethora of products/brands from all over the world, which 
favorably affects utility functions, but at the same time causes information overload and 
creates ambiguity about the quality of products. A growing body of evidence shows that 
globalization pressures may even lead to resistance in such forms as localism, neo-
nationalism, racism and xenophobia (Altintas and Tokol, 2007; Belk, 1996; Quellet, 2007). 
These behaviors provide the basis for “buy domestic” campaigns directed at domestic 
consumers, usually by trying to evoke ethnocentric tendencies (e.g., by emphasizing the 
importance of keeping domestic jobs). Such campaigns can be traced far back, for instance in 
the US to the days of the American Revolution or in Australia to the 1920’s (Verlegh, 2007).  
 In the past decade, the countries of South-East Europe included in our study have 
launched several initiatives which attempted to stimulate consumer ethnocentrism and 
emphasize the quality of domestic products and services. Our empirical research confirmed 
that consumer ethnocentrism has direct and indirect effects (through the evaluation of 
domestic product quality) on purchase behavior, therefore such a strategy seems justified. 



 

However, the campaigns have met with varied success. In Serbia, the most recent campaign 
was launched in 2004 by the Ministry of Trade, Tourism and Services under the slogan “Buy 
domestic – rebuild Serbia” and was financed entirely through the sponsorship of major 
domestic producers and the media. Even though it was established that Serbians exhibited a 
strong domestic purchase bias for food products (but not for other product categories), the 
campaign had only a minor effect on purchase behavior (Nin, 2005). In Bosnia and 
Herzegovina, the role of domestic product promotion was assumed by a private association 
which also introduced the label “Domestic”, awarded to Bosnian producers to clearly 
differentiate domestically produced goods from imports (Kupujmo i koristimo domaće, 2007). 
The association was dissolved at the end of 2007 due to the lack of support by the Bosnian 
government and domestic producers (SuperBosna.com, 2007). “Buy domestic” initiatives 
seem to be the most successful in Croatia, where the Chamber of Commerce has been running 
campaigns on an annual basis since 2003. The campaign started with a general appeal to buy 
domestic goods, but gradually shifted its focus to the underlying elements of consumer 
ethnocentrism, and finally to building awareness of “Croatian Quality”. Consumer recall of 
the campaign and the overall support of the initiative among the consumers is relatively high. 
In a 2004 survey, 30 percent of the respondents claimed they had actually increased their 
purchases of domestic goods as a direct result of the campaign (Gfk, 2004). On the other 
hand, only 23 percent of respondents included Croatian origin of goods among the three most 
important determinants of purchase decisions. This result is consistent with research results 
from various countries, finding that consumers downplay the importance of product origin 
when asked about the importance of country of origin in their choice behavior. D’Astous and 
Ahmed (1999) attribute this outcome to the fact that the consumers themselves are unaware of 
the processing mechanisms underlying their decision-making process and are unable to assess 
the importance of various cues (including COO) when making purchase decisions.  

 
6. Research Limitations and Conclusions 

  
Some limitations should be kept in mind in evaluating the findings of our empirical 

research. Due to the exploratory nature of researching product nationality effects in this 
region, the domestic product quality evaluation and purchase behavior constructs were 
generalized across all possible products and services. In addition, in the interest of yielding 
generalizable findings, we focused on domestic purchase behavior only, and not on COO 
effects related to particular countries. In previous research, product category and specific 
foreign country-of-origin have been shown to have moderating effects on purchase behavior 
(e.g., Dmitrović and Vida, 2007; Velegh, 2007); these should be considered in future studies.  
 Future research should also reconsider the measurement issue and revisit the ability of 
socio-psychological constructs to predict consumer ethnocentrism, especially in the context of 
transitional countries which are simultaneously undergoing an economic transformation and a 
process of redefinition of national identity. The countries included in our research have all 
recently become independent states, some of them for the first time in their history. However, 
the political and economic transformation may also work in the opposite direction. As the EU 
enlargement proceeds, integration processes will become an important issue in this 
geographic region; the question whether and how the national identities of their citizens will 
evolve over time to gradually coexist with the EU identity represents a challenging issue for 
researchers to investigate. 
 The markets in South-East Europe still suffer from the customary maladies of 
transitional economies, such as variability in the quality of domestic products and services 
over time and across product categories. Consumer ethnocentrism influences quality 
perceptions of some consumer segments and thereby, to a certain extent, shields domestic 



 

suppliers from foreign competition. At the same time, these economies are progressing at a 
fast pace and offer profitable investment and marketing opportunities to international 
companies who can find ways to circumvent normative-based prejudices against foreign 
suppliers. For example, the Slovenia-based retailer Mercator follows the strategy of offering 
40 percent goods of local origin (Mercator, 2004) in each country market. When it entered the 
Serbian market in 2004, it endorsed the current government-run “buy domestic” campaign by 
designing and promoting a “Serbian basket” which included 30 products of Serbian origin at 
discounted prices (B92, 2004). This strategy is in line with Granzin’s and Painter’s (2001) 
recommendations that foreign suppliers should downplay the economic threat of imports. 
Other strategies of foreign suppliers include setting up production plants in local markets or 
developing local brands.  
 Despite some controversy and the mixed results of existing empirical research, product 
nationality issues are worth giving serious consideration. However, as Bhaskaran and 
Sukumaran (2007) caution, COO evaluations are highly contextual and dynamic. In order to 
use product nationality cues effectively and efficiently, marketing strategy planners should 
clearly identify the information cues that would generate positive COO evaluations in target 
markets. As in any other market, understanding the market dynamics and evolution of 
consumer behavior is of paramount importance for companies, governments and parastatal 
organizations wishing to achieve success with their marketing and sales activities in the 
South-East European markets. 
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ULOGA PORIJEKLA PROIZVODA U KUPOVNOM PONAŠANJU POTROŠA ČA 
 

SAŽETAK 
 
 Rad istražuje utjecaj informacija o porijeklu proizvoda na ponašanje potrošača i prezentira 
rezultate dva istraživanja bazirana na velikim uzorcima odraslih potrošača iz četiri zemlje jugoistočne 
Europe: Hrvatske, Bosne i Hercegovine, Srbije i Crne Gore. Rezultati upućuju na to da potrošački 
etnocentrizam utječe na ponašanje domaćih potrošača kako izravno tako i neizravno putem 
ocjenjivanja kvalitete domaćih proizvoda. Etnička pripadnost potrošača ima izravan utjecaj na 
potrošački etnocentrizam i na ponašanje potrošača. Ipak, rezultati istraživanja uloge identifikacije s 
nacijom i otvorenosti drugim kulturama kao prethodnika potrošačkog etnocentrizma i/ili ocjene 
kvalitete domaćeg proizvoda nisu se pokazali konzistentnima u različitim zemljama i različitim 
istraživanjima, ukazujući tako na potrebu daljnjeg istraživanja utjecaja mehanizama emotivnog 
doživljaja u potrošnji. Raspravlja se o teorijskim i praktičnim implikacijama oba istraživanja te se 
iznosi nekoliko preporuka javnoj politici potpore kampanjama «kupujmo domaće». 
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ANALYSIS OF THE INTERNATIONAL AGRICULTURAL TRADE AS 
A FACTOR OF THE WORLD ECONOMY GROWTH 

 
ABSTRACT 

 
 The liberalisation process of the international trade, followed by numerous negotiation rounds 
within the GATT and WTO, represents a part of the global plan on liberalisation of the world's trading 
system. The aim of such a plan implies the elimination of all the obstacles that are limiting the free 
market competition and the free flow of goods on the global market, thus constraining the global 
economic growth. Agricultural trade counts as one of many factors that can affect the growth of an 
economy, but is often suppressed within the conditions of fast growing technological progress, 
especially at the global level. In this regard, the paper aims to give a founded answer to the following 
question: could international agricultural trade be considered as a relevant factor of the world 
economy growth and to what extent? Bringing these two values into a functional relation, based on 
continuing time series of data and using the LSM-method with exclusively statistical and econometric 
criteria, it has been proceeded with testing the model. Results of the analysis have shown that the 
international agricultural trade does not represent a relevant factor of the global economic growth but 
in some extent, however, exerts its impact.  
 
JEL: O4, Q17 
 
Keywords: agriculture, trade, global growth, world economy 

 
 

1. INTRODUCTION  
 
 International trade, observed through the prism of transformation and integration of 
individual national economies into one global market framework, in the last fifty years is 
increasingly gaining its significance. It was largely contributed by the international trade of 
agricultural products, which in the period after the World War II emerged as a necessary 
consequence of the lack of food, but today it represents an instrument of the welfare of many 
countries, especially those in which agricultural production is still a dominant source of 
income. 
 According to the theory of international trade, both classical and neoclassical, 
economic progress is determined by the free movement of goods. In this context, it is possible 
to talk about the expediency of strengthening the international flow of goods as one of the key 
moments in the process of globalization. International trade was for many years obstructed by 
the instruments of agricultural protectionism and by the emergence of different national 
subsidy policies as well, especially in Europe. Therefore, the liberalization of global 
agriculture has become critical issue of many negotiation rounds within the GATT and later 
also within the World Trade Organization, when noticeable movements on global agricultural 
liberalization were made. 
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 The trend of global liberalization in agriculture should contribute to a more equal 
world economic development, especially in view of the development of underdeveloped 
countries where the agricultural sector counts as one of the key branches of the economy. 
Undoubtedly, the impact of agricultural trade on the GDP in these countries is very strong. 
But, in what extent does agricultural trade influence the world economy as a whole? This 
paper should give a founded answer to this question, determined by following hypothesis: 
International trade of agricultural products affects the growth of the world gross domestic 
product.  
 In order to verify the stated hypothesis, it would be necessary to determine the impact 
of international agricultural trade on the world economy growth, by applying the regressive 
analysis. In this regard, time series data of 57 consecutive years will be used in form of annual 
growth rates to ensure their stationarity. Research will be conducted through several 
interrelated phases, starting with presentation of the theoretical background up to setting up 
and testing the functional relationship between variables. 

 
2. THEORETICAL BACKGROUND 

 
Historical experience has shown that developed countries, in particular Western ones, 

have obtained their economic development by a transition from agrarian to an industrialized 
and service based society. In much of the development literature, the belief is that economic 
modernization follows a natural process of evolution, with agricultural development coming 
first and providing the pre-condition for industrial revolution. As is well known, Lewis (1954; 
1958) presents a two-sector model to investigate the expansion of the capitalistic or industrial 
sector. The so-called "Lewis model of growth" is a theory of development emphasizing rapid 
industrial growth which is fuelled by the agricultural sector. Thus, industrial expansion is 
possible by means of cheap food and surplus of labour from the subsistence or agricultural 
sector (Lewis, 1954). He defines the situation where the marginal product of labour is zero as 
surplus labour, Lewis suggests that surplus labourers will primarily be associated with the 
agricultural sector, but not exclusively (many petty traders and casual workers have a 
marginal product approaching zero). In the Lewis model the process of economic growth 
begins when capitalists absorb surplus labour into the industrial workforce. Profits are 
assumed to be reinvested, so the process of structural change will continue until the marginal 
product of labour is equalized across the two sectors. Economic growth is therefore the result 
of workers being transferred from the agricultural to the industrial sector.  

Extensions of the Lewis model have tended to assume that surplus labour is confined 
to the agricultural sector (Ranis and Fei, 1961). They clearly brought out the importance of 
the agricultural surplus in initiating and sustaining the process of capital accumulation in the 
industrial sector in the context of the dual economy models. The dual economy models can, 
thus, be seen to lead to a view of economic development which suggests that agricultural 
development is in some sense a prerequisite to industrial development and that it is agriculture 
which must necessarily provide resources for industrialization. This is, of course, a highly 
respected view with a long tradition, whose root can be traced to Ricardo (1817) and which, 
in our time, not only underlies the construction of all dual economy models (Jorgenson, 1967; 
Lewis, 1954; Nurkse, 1959; Ranis and Fei, 1961), but is also generally thought to be 
supported by the history of today’s industrialized countries, the prime examples cited being 
England and Japan. 

These historical ideas, however, have undergone considerable revision in recent years 
and on the basis of recent research it would appear that, if anything, it is more appropriate to 
say that it was in fact industrial development which contributed to substantial agricultural 
development in today’s industrialized countries, rather than the other way around. Sinha 



 

(1984) provides a succinct summary of the available evidence from which it is fairly obvious 
that the role of agriculture in both England’s and Japan’s industrialization has been vastly 
exaggerated by the earlier historians. A recent estimate, for example, put the annual rate of 
growth of agricultural output in England between 1760 and 1780, the period when 
industrialization really began, at only 0.10 % (Crafts, 1983; Sinha, 1984). Sinha also draws 
attention to the fact that, from the time industrialization began in earnest until well into the 
nineteenth century, domestic agricultural production in England failed to keep pace with 
population growth and the high rate of growth of agricultural productivity, which ultimately 
overcame the Malthusian problem, was a nineteenth and not an eighteenth century 
phenomenon. 

There has been much subsequent debate as to whether surplus labour really does exist 
in developing countries. However, for labour transfer to generate economic growth it is only 
necessary that the marginal product of labour be higher in the industrial sector than in the 
agricultural sector. For developing countries anyway, it seems reasonable to assume that this 
will be the case. Productivity differentials between the agricultural and non-agricultural 
sectors are identified by Kuznets (1971) and also by Chenery and Syrquin (1975). Evidence of 
a productivity differential between the agricultural and non-agricultural sectors is also found 
in the multi-sector growth model literature. These models allow for the possibility that a 
different aggregate production function applies to different sectors of the economy. This is 
incorporated in the empirically estimated equations in the form of a variable allowing for 
productivity differentials between sectors. Robinson (1971) finds some evidence of a 
productivity differential between the agricultural and non-agricultural sectors using data for a 
sample of developing countries. Feder (1986) finds evidence of a productivity differential 
between the industrial and non-industrial sectors using data for semi-industrialized countries. 
Dowrick (1989), using data for OECD countries, finds that labour in the agricultural sector 
has a lower marginal product than labour in the industrial or service sectors, Dowrick and 
Gemmell (1991) also find evidence of a productivity differential between the agricultural and 
industrial sectors for a sample of developed and developing countries. All of these studies 
conclude that resource transfer is a significant source of economic growth.  

Another study, which was carried out by Wichmann (1996), has analysed the role of 
agriculture in a neoclassical framework. However, the empirical work was based on an ad hoc 
equation consistent with the neoclassical growth model. The proportion of the labour force 
working in the agricultural sector in 1960 is found to be negatively correlated with subsequent 
economic growth. Wichmann suggests that this may be because technology is typically 
backward in the agricultural sector in less developed countries. Today's development 
economists are less sanguine about the desirability of paying such heavy emphasis on rapid 
industrialization (Todaro, 1997). They argue that the role of the agricultural sector and the 
rural economy in the economic development process must be dynamic and possess leading 
elements rather than playing a passive and supporting role. This is the case for the vast 
majority of Third World Countries. 
 And finally, one aspect of the international trade in relation to agriculture has recently 
attracted significant research attention, deals with the impacts of exchange rate volatility on 
trade. There is a study which was motivated by an increase in protectionist pressures, large 
exchange rate fluctuations among the major currencies and significant slowdown in world 
trade recorded in the early 1980s and during the 2001–03 period (Clark et al., 2004). Clark et 
al. argue that there is no empirical evidence showing a systematic and definitive negative link 
between the volume of world trade and exchange rate volatility. They noted that it is possible 
for huge exchange rate fluctuations to have impacts on the economy through other channels. 
Although the evidence so far is at best conflicting, policymakers and the general public are 
still concerned about the effects of huge exchange rate movements. So, significant research 



 

efforts have been devoted to understanding the effects of exchange rates on agricultural trade 
flows in various parts of the world (Kargbo, 1995, 2005; Tsikata, 1999). A common 
characteristic of past trade studies is that supply relationships have generally been handled by 
assumption. Typically, the ‘small country case’ is assumed when a country’s actions do not 
influence world prices. Thus, the import and export supply price elasticities faced by a 
particular country are taken to be infinite, or at least large. However, this assumption is 
inadequate when applied to the supply of exports of a large country. Kargbo (2005) and 
Lopez et Thomas (1990) argue that import demand models which do not include variables on 
relative prices, income and foreign exchange constraints are likely to yield biased estimates as 
a result of the omission of relevant variables or the simultaneity of import volumes and 
relative prices. Kargbo's (2006) empirical findings about agricultural export supply function 
and an import demand relationship for agricultural products in a ‘large country case’ show 
strong links between exchange rates, prices and other variables in the economy. In effect, 
changes in relative prices, real exchange rates, domestic production capacity, the change of 
government, trade policies and real incomes have a significant and persistent impact on 
agricultural trade. His estimates show the potential impact of policy reforms and the fairly 
swift response by market participants to shocks on exchange rates and other variables that 
determine international agricultural trade. 
 
3. DEVELOPMENT OF THE INTERNATIONAL TRADE, WORLD ECONOMY AND 

AGRICULTURE  
 
 Since the times of mercantilism, international trade was subject of intensive theoretical 
debates. But more serious development of the economic thoughts on international trade began 
in the 18th century, at the time of Adam Smith and David Ricardo, representatives of the 
British school of classical political economy, which was advocating its standpoint regarding 
the neutrality of state in view of its market intervention (so-called laissez-faire), pointing out 
the benefits of the free trade, based on the theory of comparative advantages. It was in 
opposite with the traditional mercantilists' understanding of international trade, which reposed 
on the importance of the state intervention and the import restrictions, aiming at the 
achievement of positive trade balance. All the well standing countries, such as England, soon 
began to accept the concept of the theory of free trade, especially in late 19th century, by 
appearance of the neoclassical economic thought, when the position of the "classicists" has 
been mathematically formalized. In the last fifty years we are witnessing the strong 
penetration of neo-liberalism into the global economy, especially in high developed countries. 
However, the agricultural sector remained one of the most protected sectors of the world 
economy, a fact that goes against the majority of the developing countries, where agriculture 
is still the leading sector of the economy, suffering from limited access to the markets of 
developed countries. For example, the average tariff on manufactured goods during the 90's 
was globally dropped to almost 5%, while the tariffs on agricultural products were not going 
below 40% (Griswold, 1999). It seems that at the institutional level things are going in 
accordance with the declared guidelines, while in practice the world trade is facing the 
opposite (Watkins et al., 2002). 
 
 
 
 
 
 
 



 

 Table 1 
 

Average growth rates of the world trade and production volume  
 

Period World trade World production 
1950 - 1963 7.7 5.2 
1963 - 1973 9.0 6.1 
1973 - 1990 3.8 2.6 
1990 - 2000 7.0 2.5 
2000 - 2007 5.5 3.0 

Source: WTO (2001, 2008). International Trade Statistics, Annual publication of the World 
Trade Organisation, Geneva 

  
 In accordance with the principles of comparative advantage, liberalization of the world 
trade should ensure the achievement of the effects of specialization, not only in developed 
countries but also in developing countries. According to available data on global production 
and trade during the last fifty years, the volumes of international trade and production are 
diverging in their dynamics of growth since the 70's (Table 1). Similarly, trade of agricultural 
products, as part of the world trade, is also following this trend in relation to the world 
agricultural production, as it is shown in Table 2. 

 
Table 2 
 

Average growth rates of the world agricultural trade and production volume  
 

Period Agricultural trade Agricultural production 
1950 - 1963 4.5 2.9 
1963 - 1973 4.0 2.5 
1973 - 1990 2.4 2.3 
1990 - 2000 4.5 2.0 
2000 - 2007 4.0 2.5 

Source: WTO (2001, 2008). International Trade Statistics, Annual publication of the World 
Trade Organisation, Geneva 

 
 

 Looking the available data for observed periods between 1950 and 2007, it can be 
noted that despite the gradual degression of the growth rates, the world production of 
agricultural products in the last thirty years recorded almost an identical growth as the total 
world production. Much in the past, only half of the total world production growth rate has 
been achieved. Namely, after World War II industrial production experienced a sort of sudden 
boom, contributing much more to the growth of world production than the agricultural 
production did. Consequently, the agricultural trade provided lower growth rates in relation to 
the total growth of world trade, partly obstructed by the global agricultural protectionism 
policy, supported by GATT in a time when agricultural products have been excluded from the 
General Agreement on Trade and Tariffs for many years. The mentioned relationship between 
different rates of growth within the total volume of world trade is graphically represented with 
Graph 1, which is based on trading growth indexes data for key sectors of the world economy. 

 
 
 



 

Graph 1: Movement of the international trade growth by sectors 
(from 1950 to 2007) 
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Source: WTO (2008). International Trade Statistics 2008, Annual publication of the World 

Trade Organisation, Geneva 
 

 After many years of supporting the global agricultural protectionism, there was an 
initiative of the World Trade Organisation to open up the process of liberalizing the 
agricultural markets worldwide. It was the time when, after the fall of the Berlin Wall, interest 
in economic liberalism newly revived, becoming very soon a sort of global trend. So, the 
importance of reaching the level of higher economic openness remained an objective for all 
the countries participating in the open global market. In this context, the so-called "Index of 
Economic Freedom" emerged as an indicator for measuring the openness level, as it is shown 
in Table 3. Growth of the global agricultural trade, which is expected to arise within the 
liberalization process in the forthcoming period, will most likely depend on the opening speed 
of national economies and their agricultural sectors in relation to the global market. Many 
theoreticians argue that the strengthening of economic freedom encourages investments and 
enables further development (Hank et Walters, 1997). Therefore, the degree of economic 
freedom could be regarded as an institutional key factor of economic progress (Powell, 2003). 
For example, countries within Table 3 are ranked by Index of Economic Freedom, showing 
that the first ten places are occupied by developed countries. Various investigations have also 
shown that a higher degree of economic freedom generates some positive effects on social 
and economic development, such as: lower unemployment and lower infantile mortality 
(Grubel, 1998), higher life expectancy (Esposto et Zaleski, 1999), more equal income 
distribution (Berggren, 2003), lower level of poverty (Grubel, 1998) and better ecological 
perspectives (Norton, 1998). Given that agriculture represents an interrelated link between 
people-earth-environment-living standard, higher degree of economic freedom means a 
greater prosperity not only for farmers and their families, but also for the sustainable 
development of a country as well. 

 



 

Table 3 
 

The ten best and worst ranked countries by index of economic freedom (IEF) in 2008 
 

Rank 
(10 best) 

Country IEF Rank 
(10 worst) 

Country IEF 

1 Hong Kong 90.3 148 Venezuela 45.0 
2 Singapore 87.4 149 Bangladesh 44.9 
3 Ireland 82.4 150 Byelorussia 44.7 
4 Australia 82.0 151 Iran 44.0 
5 USA 80.6 152 Turkmenistan 43.4 
6 New Zealand 80.2 153 Myanmar 39.5 
7 Canada 80.2 154 Libya 38.7 
8 Chile 79.8 155 Zimbabwe 29.8 
9 Switzerland 79.7 156 Cuba 27.5 
10 UK 79.5 157 North Korea 3.0 

Source: The Heritage Foundation & The Wall Street Journal Publication: Index of Economic 
Freedom 2008 

 
 During the 70's, most of the countries already reached significant degree of its 
economy liberalization. Between 1985 and 2005 there were only a few countries that haven't 
increased their level of economic freedom. In fact, some studies have shown that greater 
economic freedom strongly correlates with higher living standards and personal satisfaction of 
citizens (Gwartney et Lawson, 2005). For example, the ten worst ranked countries at the same 
time represent the most closed economic systems in the world, like North Korea or Cuba (see 
Table 3). Studies have also shown that the rank of countries, sorted according to the index of 
economic freedom, strongly correlates with the height of average income per capita, but also 
with the degree of literacy, access to water resources or the level of corruption in these 
countries (Gwartney et Lawson, 2004). Because economies of less developed countries are 
highly dependent on their agricultural production and trade, market openness of developed 
countries should provide them better market access for their agricultural products and thus 
contribute to greater economic prosperity of less developed countries. By comparison, if for 
example the share of developing countries in world exports would increase by only 5%, they 
would achieve an income of 350 billion U.S. dollars, or seven times more than they receive 
within the development aid (Šuman, 2005, 52). 
 

4. DATA AND MODEL CONSTRUCT 
 

 In order to construct the appropriate model as a platform for performing the required 
tests and thus to verify the hypotheses, it is proceeded with setting up of time series, which are 
based on historical data related to annual growth rate movements of the observed variables, 
shown in the following chart: 
 
 
 
 
 
 
 
 



 

Graph 2 
 
 Movement of the annual growth rates of world agricultural trade (AGT) and the world 

real gross domestic product (GDP) from 1950 to 2007 

-5.0

-2.5

0.0

2.5

5.0

7.5

10.0

12.5

50 55 60 65 70 75 80 85 90 95 00 05

APT GDP

 
Source: WTO (2008). International Trade Statistics 2008, Annual publication of the World 

Trade Organisation, Geneva 
 

 Putting the two observed values into relation, the functional connection can be 
determined between the international agricultural trade (AGT), as independent variable, and 
the world gross domestic product (GDP), as dependent variable. The linear form of their 
interrelation is: 

 
y = 0,2066x + 2,9787 

 
 From the linear shape of the functional relation between the independent and 
dependent variable of the constructed model, it is clear that the model fulfils the so-called 'a 
priori criterion', regarding the prefix of the independent variable, which indicates that the 
variables are positively correlated. 
 In order to determine whether the used time series data are stationary or not and to 
proceed with further regression analysis, the next step is to test the time series on stationarity. 
The results of these tests showed the following: 
 
 
 
 
 
 
 
 
 
 
 
 



 

Null Hypothesis: APT has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -7.156327  0.0000 

Test critical values: 1% level  -3.552666  
 5% level  -2.914517  
 10% level  -2.595033  
     
     *MacKinnon (1996) one-sided p-values.  

 
 

Null Hypothesis: APT has a unit root  
Exogenous: Constant, Linear Trend  
Lag Length: 0 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -7.126605  0.0000 

Test critical values: 1% level  -4.130526  
 5% level  -3.492149  
 10% level  -3.174802  
     
     *MacKinnon (1996) one-sided p-values.  

 
 
 
Null Hypothesis: APT has a unit root  
Exogenous: None   
Lag Length: 0 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -3.772358  0.0003 

Test critical values: 1% level  -2.606911  
 5% level  -1.946764  
 10% level  -1.613062  
     
     *MacKinnon (1996) one-sided p-values.  

 
 
 
 
 
 
 
 
 
 



 

Null Hypothesis: GDP has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -6.271885  0.0000 

Test critical values: 1% level  -3.552666  
 5% level  -2.914517  
 10% level  -2.595033  
     
     *MacKinnon (1996) one-sided p-values.  

 
 
 

Null Hypothesis: GDP has a unit root  
Exogenous: Constant, Linear Trend  
Lag Length: 0 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -7.344973  0.0000 

Test critical values: 1% level  -4.130526  
 5% level  -3.492149  
 10% level  -3.174802  
     
     *MacKinnon (1996) one-sided p-values.  

 
 
 

Null Hypothesis: GDP has a unit root  
Exogenous: None   
Lag Length: 2 (Automatic based on SIC, MAXLAG=10) 

     
        t-Statistic   Prob.* 
     
     Augmented Dickey-Fuller test statistic -1.280705  0.1823 

Test critical values: 1% level  -2.608490  
 5% level  -1.946996  
 10% level  -1.612934  
     
     *MacKinnon (1996) one-sided p-values.  

 
 

  From the calculations above, the stationarity of international agricultural trade 
time series (AGT) in all three types of tests could be confirmed with sufficient level of 
significance, while the stationarity of world domestic product time series (GDP) could be 
confirmed in two of the three types of tests. 
 
 
 



 

5.  RESULTS OF THE ANALYSIS 
 
 Using the available time series data, it was proceeded with regression analysis, 
applying statistical and econometric criteria in order to determine the representativity and the 
reliability of estimated function and its parameters, as well as other standard tests: 
 

Dependent Variable: GDP   
Method: Least Squares   
Sample (adjusted): 1951 2007   
Included observations: 57 after adjustments  
GDP=C(1)+C(2)*APT   

     
     

Variable 
Coefficie

nt Std. Error t-Statistic Prob.   
     
     C(1) 2.978736 0.382066 7.796395 0.0000 

C(2) 0.206606 0.079568 2.596594 0.0121 
     
     R-squared 0.109201     Mean dependent var 3.737172 

Adjusted R-squared 0.093004     S.D. dependent var 1.952454 
S.E. of regression 1.859445     Akaike info criterion 4.112891 
Sum squared resid 190.1646     Schwarz criterion 4.184577 

Log likelihood 
-

115.2174     Hannan-Quinn criter. 4.140751 
F-statistic 6.742302     Durbin-Watson stat 1.254156 
Prob(F-statistic) 0.012053    

     
      

Graph 3:  Real and estimated values of the dependent variable (GDP) 
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 Results of the regression analysis indicate the statistical relevance of changes within 
the international agricultural trade, with respect to the movement of the world gross domestic 
product. However, the adjustment level of the model is weak. The calculations are also 
showing the presence of autocorrelation, so that the estimations of the model could not be 
accepted as relevant. 

 
6. CONCLUSION 

 
 As is well known, in high developed industrial countries agriculture is contributing to 
the gross domestic product in a very small percentage. On the contrary, the less developed 
countries, but also countries that recently became a part of the European integration, are 
recording much higher contribution of agriculture to their GDP. Increased world trade in 
agricultural products, initiated by the process of global liberalization, should lead to more 
equal development of the world economy for the benefit of less developed countries, where 
the agriculture represents a key activity of their economy. In these countries, especially there 
where economies of scale can not be achieved, international agricultural trade is definitely a 
significant factor of growth. However, this conclusion could not be applied in case of the 
world economy. Namely, results of the analysis have shown that despite the existence of the 
statistical significance of changes within the international agricultural trade, with respect to 
the movement of the world gross domestic product, only 10% of the GDP variation is 
explained by the international agricultural trade variations, meaning that the estimated 
function is not sufficiently representative. So there is a general conclusion that the impact of 
international agricultural trade on the world GDP growth does not represent such a relevant 
value. Evidently, there are other factors which are affecting the growth of the world GDP 
more, but are not the subject of this research. 

Why the international trade of agricultural products has no significant impact on 
global economic growth, it could be explained by the fact that due to the progressive 
technological progress, agriculture in many developed industrial countries insignificantly 
participates in the volume of GDP, thus largely reflecting the lack of agricultural contribution 
towards the world gross domestic product. A fact that can also not be ignored is that the 
global process of agricultural liberalization started some ten to fifteen years ago, so that more 
significant effects of this process could be expected somewhere in the coming years. 
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ANALIZA ME ðUNARODNE RAZMJENE POLJOPRIVREDNIH PROIZVODA KAO 

ČIMBENIKA RASTA SVJETSKOG GOSPODARSTVA  
 
 

SAŽETAK 
 
 Proces liberalizacije meñunarodne razmjene, popraćen brojnim rundama pregovora u okviru 
GATT-a i Svjetske trgovinske organizacije, dio je plana globalizacije trgovinskog sustava s ciljem 
obaranja svih prepreka koje ograničavaju konkurentnost i slobodni protok dobara, pa time i globalni 
ekonomski rast. Razmjena poljoprivrednih proizvoda jedan je od brojnih čimbenika koji mogu utjecati 
na ekonomski rast gospodarstva, ali se kao takav u uvjetima munjevitog tehnološkog napretka često 
zanemaruje, posebno na globalnoj razini. U tom pogledu, svrha ovoga rada sastoji se u davanju 
odgovora na slijedeće pitanje: da li se i u kojoj mjeri meñunarodna razmjena poljoprivrednih 
proizvoda može smatrati relevantnim čimbenikom rasta svjetskog gospodarstva? Dovoñenjem ovih 
dviju varijabli u funkcijski odnos, a na temelju neprekinutog vremenskog niza podataka i uz korištenje 
LSM-metode te isključivo statističkih, odnosno ekonometrijskih kriterija, pristupilo se testiranju 
postavljenog modela. Rezultati analize pokazali su da meñunarodna razmjena poljoprivrednih 
proizvoda nije relevantan čimbenik globalnog ekonomskog rasta, ali da u odreñenoj mjeri ipak 
ostvaruje utjecaj. 
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Ključne riječi: poljoprivreda, razmjena, globalni rast, svjetsko gospodarstvo 
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INTENDED  VS.  ACHIEVED  OBJECTIVES  IN  MERGERS  AND 
ACQUISITIONS 

 
 

ABSTRACT  
 

This paper examines objectives of mergers and acquisitions and their realization rate in the 
post-merger integration in Slovenia. The results of this study suggest that acquiring companies were 
on average more successful than their counterparts in developed countries due to several specific 
factors such as the size and transition nature of the Slovene economy, a variety of unconsolidated 
industries after market liberalization in the early nineties and a limited number of possible 
transactions in the region. The study suggests further that executives, especially in transition 
economies, should see choosing the right partner in an adjacent industry and in the market space that 
is adjacent to their existing businesses as a better approach to pursue.  

 
JEL: G-34 
 
Key words: Mergers and Acquisitions, Adjacent Deals, Objectives in M&A, Transition  

                               Economies, Slovenia. 
  
 

 
 

1. INTRODUCTION 
 

Acquisitions are commonly defined as the purchase of one company by another where the 
buyer maintains control. Mergers, by contrast, are commonly defined as the consolidation of 
two previously separate companies into a single organization. Global mergers and 
acquisitions (M&A) has reached  $4.35 trillion (Thomson Financial, 2006) and is growing in 
the number and size of individual deals. While larger deals make the headlines, smaller and 
mid-market deals make up the breadth of the M&A activity. The current mergers and 
acquisitions activity is part of the fifth M&A movement and is expected to continue at a brisk 
pace in the future. 
 
Intensified global competition, continual technological innovation and disruptive changes 
mean that companies are having to re-examine their traditional conduct (i.e., strategies, 
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tactics and behavior) and their traditional structure (i.e., resources, positions and constraints) 
in order to gain a favorable outcome for their businesses (Bruner, 2004).  
 
Most companies see M&A as an addition, not a substitution, in their quest for profitable 
growth (Feldman and Spratt, 1999). In fact, external growth is customarily built on a base of 
a strong and efficient operation expansion as a response to a changing business environment, 
which is characterized by increasing complexity, uncertainty and discontinuity (Chung et al., 
2006; Patel, 2007).  
 
Clearly, M&A are the growth strategy of choice (Early, 2004; Firstbook, 2007; Jackson, 
2007), but they are no easy path to riches or career advancement (Bruner, 2004). For some, 
the impulse to buy other businesses is even a sign of weakness (Nolop, 2007). By and large, 
the track record of M&A is abysmal; most deals fail to accomplish major strategic objectives.  
The lackluster results may be due to several root causes – paying the wrong price, buying for 
the wrong reason, selecting the wrong partner or buying at the wrong time (Marks, 1997). 
Most deals face many challenges and success in M&A is by no means assured; in fact, no 
evidence indicates that they are more profitable than alternative investments. The unclear net 
effect of M&A is a matter of ongoing debate among academic researchers and, despite a 
number of studies, a need exists for continued research on this subject (Hassan et al., 2007).  
 
This paper aims to develop a better understanding of the intended objectives in M&A activity 
in Slovenia and their actual realization level in the post-merger integration period. Discussion 
about M&A activity and its impact on companies in developed economies is commonplace. 
However, despite numerous papers written about M&A, the challenges facing acquiring 
companies in emerging economies in Central and Eastern Europe are given little attention. In 
an ever-increasing competitive environment, a strong focus on increasing the success rate in 
M&A to enable acquiring companies in Central and Eastern European  countries to preserve 
sustainable development is required. 
 
The paper is organized as follows. The next section summarizes the findings of recent 
research on the success rate of M&A. The third section addresses the motives for M&A 
activity, and it is followed by an explanation of the research methodology and sample. The 
final sections discuss the findings and conclusion. 

 
 

2.  CURRENT SUCCESS RATE IN M&A 
 
The conventional wisdom has been that takeover targets are under-performers which attract 
capital market discipline. This perspective leads to the inefficiency hypothesis that M&A are 
motivated by a desire to correct and gain from target inefficiency. From the other perspective, 
acquiring companies can obtain a new set of valuable capabilities possessed by the acquired 
companies and do not need to develop them internally (Ahuja and Katila, 2001; Casal and 
Fontela, 2007).  
 
In the push for competitive superiority and rapid organizational growth billions of dollars are 
spent each year on M&A but only with mixed results. Empirical studies of many scholars 
suggest that more than half of them fail to produce results; at best they are break-even 
situations (Marks and Mirvis, 1992, 1998; KPMG 1999; Schraeder and Self, 2003). Nearly 



 

two-thirds of companies lose market share in the first quarter after a merger (Harding and 
Rouse, 2007). In the first four to eight months that follow the deal, productivity may be 
reduced by up to 50 percent (Huang and Kleiner, 2004). A major McKinsey & Company 
study found that 61 percent of acquisition programs were failures because the acquisition 
strategies did not earn a sufficient return (cost of capital) on the funds invested (Sirower, 
1997). Between 55 and 77 percent of all M&A fail to deliver on the financial promise 
announced when the merger was initiated and some 40 percent of cross-border mergers 
among large companies end in what is termed total failure (Carleton and Lineberry, 2004). 
 
An empirical study conducted in Slovenia by Bertoncelj and Kovač (2007) suggests that the 
average achievement level of stated objectives within the expected time period of Slovene 
companies is almost 70 percent, which is better than the performance of acquisitions of 
American acquiring companies, according to the findings of several empirical studies (Marks 
and Mirvis, 1998; Schreader and Self  2003). The average achievement level of 25 
consummated transactions by Slovene companies in the period between 1997 and 2005 was 
measured and the response grade average was 3.56 on the scale from 1 (not successful at all) 
to 5 (fully successful).  
 
A recent Deloitte Research-EIU M&A survey (2007) shows that only 49 percent of corporate 
acquirers in the U.S. said that over half their deals hit the mark on a timely basis. Given the 
amount of subjectivity involved, this is a surprisingly low self-rating. Therefore, the 
motivation for M&A activities, as well as the strategic value-creators that drive the deals in 
developed and developing economies, are of interest. 

 
 

3.  M&A MOTIVES 
 
M&A activity is not a result of random behavior by executives, but rather motivated by deep 
forces of change at work in an economy (Bruner, 2004). Thus, to better understand the 
influence of change forces in the world economy, the aggregate activity over the last 100 
years has to be observed. It can be briefly summarized in five periods of heightened activity 
that show wavelike behavior with worldwide appearance. The appearance of five M&A 
waves (first in the 1890s, second in the 1920s, third in the 1960s, fourth in the 1980s, and 
fifth in the 1990s and 2000s) remains one of the ten most important unresolved questions in 
financial economics (Brealey and Myers, 1996) and there is still a need for a general 
hypothesis to explain the M&A waves. 
 
Weston and Weaver (2001) identify ten change forces in M&A: an accelerated pace of 
technological change, reduced costs of communication and transportation, internationalized 
markets, intensified competition, the emergence of new industries, deregulation, favorable 
financial environments, problems in individual economies and industries, and inequalities in 
income and wealth. These change forces have a strong impact and expand the opportunities 
and risks for companies. In response to an ever-changing environment, companies use a wide 
range of adjustments to create further dynamism in their activities with a focus on expansion 
and growth (mergers, tender offers, joint ventures, alliances, investments, franchising, 
supplier networks). Financial theory implies that M&A occur in the quest of positive 
synergistical effects, such as gaining fast access to new technologies and/or new markets, 
benefiting from economies of scale in research and/or production, tapping into sources of 



 

know-how located outside the boundaries of the firm and, finally, monopoly type advantages 
(Vos and Kelleher, 2001).  
 
There is still no dominant hypothesis with realistic potential to scientifically rationalize a set 
of different, sometimes even offsetting motives in takeovers. Lubatkin (1983) and Vos and 
Kelleher (2001) segment M&A motives into seven theoretical areas: monopoly, efficiency, 
valuation, empire building, process, raider and disturbance. 
 
Although a great deal of time and money can go into closing a deal, a merger or acquisition is 
not an end in itself, it is rather a process. A successful outcome to this process starts with the 
setting of M&A objectives and extends beyond the closing of the deal until the desired results 
have been achieved. Objectives such as enhancing revenues and profitability, adapting to 
disruptive changes, responding to continual technological innovation pressures, extending 
global reach and gaining access to new markets are generalizations that could apply to just 
about any merger or acquisition today.  
 
What strategic rationale causes Slovene companies to merge with and acquire other 
companies?  Due to the small size and transition nature of the Slovene economy, a variety of 
unconsolidated industries after market liberalization in the early nineties and a limited 
number of possible transactions in the region, it is argued that Slovene companies pursued the 
adjacent M&A strategy as the strategy of first choice, rather than the diversification strategy. 
It is argued further that Slovene acquiring companies should have been more successful in the 
last decade than their counterparts in developed economies, which have opted for more 
diversification as their growth strategy.  Empirical evidence in the U.S. (Nolop, 2007) 
suggests that local extensions of  current businesses into adjacent market space is a better 
approach to pursue by acquiring companies.  In this respect we examined what the strategic 
motivations of Slovene companies were in the transition period when embarking on M&A 
activity, and their success rate after the completed post-merger integration process.  

 
 

4.  RESEARCH METHODOLOGY 
 
This section consists of the methods used in collecting data and related statistical analyses. 
Limitations of the study and the need for further research is presented. The study employs a 
standardized Likert-scale type survey. The survey items were originally prepared in Slovene 
and then translated into English by using the back-translation method. Slovenia was chosen 
for the reason that it is in transition from a planned economic system to a free market through 
liberalization, stabilization, restructuring, and privatization and is, therefore, a good 
representative of a transition economy. The case of Slovenia has some potential value to 
other transition economies, not only for Eastern European economies, but even for one as big 
as the Chinese economy. 
 
 
 
 
To achieve the main research objective, the study attempts to seek answers to the following 
hypothesis: 

 



 

H1:    The  average  achievement  level  of  Slovene acquiring companies is better than  
          that  of their  counterparts in developed economies due to more  adjacent  deals    
         and less  diversification. 

 
 

Data Collection 
 
Most of the data required to measure the importance of particular M&A objectives and their 
realization in the post-acquisition period are not available from archival sources. Therefore, 
the data were gathered through a mail survey of executives. The survey was prepared, tested 
and mailed to altogether thirty-five randomly selected companies in different sectors of 
industry in the target population of  Slovene companies with more than 250 employees and 
revenues of more than 5 million euros (1 billion Slovene tolars at the time) that had 
consummated at least one deal in the period between 1997 and 2007.  A total of fifteen 
companies were in manufacturing  (pharmaceuticals, cosmetic products, food and condiment 
products, textile products, glass and glass products, fabricated metal products, wood 
processing, electric and IT components) and a total of eight companies were in services (fast 
moving consumer goods, wholesale of pharmaceuticals and cosmetic products, transport, 
handling and storage, market research and business consultancy). From those sent, twenty-
three usable surveys were retrieved, meaning a response rate of 65.7 percent. Altogether 
twenty-one of the studied companies were founded before 1991 when Slovenia gained its 
independence and started the transition towards a market economy including the privatization 
of the socially owned companies and the development of the capital markets, which both 
generated the necessary conditions for  M&As  to take place. Though the sample is rather 
small due to the size of Slovene economy and limited number of acquiring companies, the 
companies are good representatives of different industry branches and offer space for some 
general conclusions concerning SMEs in Slovenia.  
 
To obtain further information necessary to complete the study, it was decided to interview 
executives. Sampling was purposive; only those executives who had been included in the 
acquisition process from the very beginning and were aware of strategic factors that 
determined the transaction were interviewed. The meetings permitted a better appreciation of 
how acquiring companies manage M&A projects and improved the degree of understanding 
of the various questions posed in the research.  During the interviews the content of the 
survey and the wording of the various items were discussed in order to ensure that they were 
understood and interpreted accurately.  
 
The responses of the executives were recorded on a Likert scale which was scaled in the case 
of the examination of the intended M&A objectives as follows: 1 = no importance,  2 = slight 
importance, 3 = moderate importance, 4 = large importance and 5 = extreme importance. In 
the examination of the intended M&A objectives, respondents were asked to rate each of 
sixteen objectives based on their importance in the planning phase (pre-acquisition period).  
 
Further, respondents were asked to rate same objectives based on their realization in the post-
acquisition phase. In the case of the examination of the realization of the planned M&A 
objectives, the Likert scale was scaled as follows: 1 =  no realization at all,  2 =  slight 
realization, 3 =  moderate realization, 4 = high realization and 5 = complete realization. 

 



 

Limitations and Future Research 
 
The results should be interpreted with caution due to the size of the sample and the 
measurement of the constructs. However, given that the constructs cannot be measured 
directly using archival data, reliance on a key informant is often necessary. Further studies 
are required in order to corroborate the results and to explore these relationships in other 
transition economies in the region. The results obtained could be affected by the cultural 
context and not be extrapolated to other contexts. A possible weakness of our approach was 
that executives could try to ex-post rationalize their actions by assigning better grades for the 
realization of individual objectives. Despite these limitations, the authors believe that the 
study helps to better understand which objectives are deal drivers in the eyes of Slovene 
executives and how they see their actual realization level after concluding the integration 
process. 
 
 

Findings and Discussion 
 

Traditionally, executives link M&A to corporate strategy. In a traditional model, companies 
set strategic objectives on their own or with the help of outside consultants, and then identify 
and buy one or more targets to reach them. It is argued that acquiring companies should 
develop a more disciplined approach toward their M&A activity. In order to avoid costly 
mistakes, which are to some extent inevitable in this business, they should focus on areas that 
have greater potential for sustainable growth and profitability. In other words, they should 
objectively identify the right targets with such potentials for economies of scale and growth 
of market share in the existing and new markets.  
 
As it is clearly visible in the following table, the leading motives of Slovene acquiring 
companies are related to their market objectives, such as growth in market share and access to 
new markets, both combined with an economies of scale objective. The other two leading 
motives that are high on the priority list are also closely related to market strategy of rapid 
growth, such as elimination of competitors as many industries in the post-transition economy 
were in the process of consolidation and access to distribution channels.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

Table 1 
 

Intended M&A objectives in decreasing order according to average grades 
 

INTENDED OBJECTIVES Averages St.Dev. Variance Range Min Max  
Growth in Market Share 4,78 0,422 0,178 2 4 5 
Access to New Markets 4,39 0,783 0,613 3 3 5 
Elimination of Competitor 3,57 0,945 0,893 5 1 5 
Access to Distribution Channels 3,48 0,898 0,806 4 2 5 
Reduction in  Operating Expenses 3,22 0,600 0,360 3 2 4 
Access to Suppliers 3,22 0,951 0,905 4 2 5 
Enhanced Reputation 2,96 0,825 0,680 3 2 4 
Access in New Products 2,87 0,869 0,755 3 2 4 
Access to Talent 2,70 0,974 0,949 5 1 5 
Access to Know-how 2,70 0,926 0,858 4 1 4 
Reduction in Production Costs 2,70 0,703 0,494 3 2 4 
Access to New Brands 2,57 0,590 0,348 3 2 4 
Access to Production Capacity 2,48 1,039 1,079 5 1 5 
Access to New Technologies 2,17 0,778 0,605 4 1 4 
Reduction in Distribution Costs 2,13 0,869 0,755 4 1 4 
Entry to New Industry 1,39 0,583 0,340 3 1 3 
Source: Authors 
 
Clearly, Slovene executives are seeking, or at least planning, revenue synergies ahead of cost 
synergies. Plenty of evidence suggests that platform acquisitions are often pursued, such as 
becoming a market leader and/or growing faster than the market. Cost savings as a strategic 
objective ranks relatively low, for example reduction in operating expenses ranks fifth, 
reduction in production costs ranks eleventh and reduction in distribution costs ranks fifteenth 
on the list of the sixteen most important intended M&A objectives in decreasing order 
according to average grades. 
 
The study suggests that the intended M&A objectives of Slovene companies and their 
ranking are very similar to those of American acquiring companies (Feldman and Pratt 1999), 
which comes as no surprise. Almost all acquiring companies, at least in the planning phase up 
to closing, have similar market oriented objectives. The rationale lies in compelling growth 
strategy and the story holds together nicely when it is communicated to the internal and 
external public regardless of the environment of either a developed or emerging economy. 
 
Despite the poor execution of business plans (i.e., of intended M&A objectives)  in the post-
merger integration, the average achievement level of Slovene acquirers is still better than that 
of their U.S. counterparts. Why is that so?  
 
It is argued that this is due to the more open Slovene market since the liberalization in the 
early nineties and, therefore, increased competition among fragmented local and new foreign 
players. It was a logical move of domestic players to enhance their existing market presence 



 

through acquiring or merging with local competitors. In this way, they could have taken 
advantage of the tacit strengths and knowledge of their companies otherwise so often ignored 
by practitioners and deal facilitators (investment bankers). With nineteen out of twenty-three 
randomly selected and studied acquisitions in adjacent industry, Slovene acquirers have gone 
a long way toward making the post-merger integration work and eventually capitalize in the 
end. At least by a fraction more than their U.S. counterparts, which more often diversify and 
go into remote territories and eventually lose some shareholder value due to fewer 
appropriate and available (adjacent) targets in market economies than in transition economies 
(Bertoncelj and Kovač,  2007; Deloitte Touché Tohmatsu,  2007; Nolop,  2007).  
 
The study finds that the most sought after objectives are not the most-achieved ones as can be 
seen in the following table of the achieved M&A objectives in decreasing order according to 
average grades by decreasing order (see Table 2).  
 
 
Table 2. 

 
Achieved M&A objectives in decreasing order according to average grades 

 
ACHIEVED OBJECTIVES Averages St.Dev. Variance Range Min Max  

Growth in Market Share 4,13 0,920 0,846 5 1 5  

Access to New Markets 4,04 0,825 0,680 3 3 5  

Elimination of Competitor 3,91 0,996 0,992 5 1 5  

Access to Distribution Channels 3,61 0,941 0,885 4 2 5  

Access to New Brands 3,13 0,815 0,664 4 2 5  

Access in New Products 2,70 1,020 1,040 4 1 4  

Reduction in  Operating Expenses 2,35 1,191 1,419 5 1 5  

Reduction in Production Costs 2,35 0,832 0,692 4 1 4  

Enhanced Reputation 2,17 0,778 0,605 3 1 3  

Access to Production Capacity 2,13 0,694 0,482 3 1 3  

Reduction in Distribution Costs 2,09 0,596 0,356 3 1 3  

Access to New Technologies 2,04 0,475 0,225 3 1 3  

Access to Suppliers 1,87 0,626 0,391 3 1 3  

Access to Talent 1,74 0,810 0,656 4 1 4  

Access to Know-how 1,35 0,573 0,328 3 1 3  

Entry to New Industry 1,17 0,388 0,150 2 1 2  
Source: Authors 
 
The strategic objective of entering into a new industry was the lowest of all M&A objectives 
on the agenda of Slovene executives, thus giving diversification hardly any preference. Even 
those companies that made certain, although very limited attempts, of diversification into 
unrelated territory had not been successful, the responses in all cases were no realization at all 
or only slight realization. 
 



 

The ranking of achieved M&A objectives is surprisingly similar to the ranking of previously 
set M&A objectives, but it comes as no surprise that the average achievement level is much 
lower than previously envisioned by executives of acquiring companies in the planning and 
executing phase. On only three counts – elimination of competitor, access to distribution 
channels and access to new brands - acquiring companies were better off than initially 
planned. Two out of three achieved strategic objectives - elimination of competitor and 
access to distribution channels - were closely linked to the consolidation process of specific 
industries; smaller competitors or competitors that had not yet adjusted to the market 
economy were eliminated with horizontal mergers or acquisitions in order to gain economy 
of scale, and with forward vertical mergers or acquisitions in retail segments better access to 
customers was gained.   
 
The most important deal driver was intended growth in market share, which received the 
highest average grade of all M&A objectives and had the lowest standard deviation, showing 
very high level of unanimity among Slovene executives about their primary objective in 
M&A activity. Similarly ranked was access to new markets, due to the small size of the 
Slovene economy and wide-spread attempts of Slovene companies to re-enter markets of the 
former common market of Yugoslavia.  
 
The strategy of entering adjacent territories as a logical extension of current operations, due 
to the similar cultural and language mix as well as historical ties (although nowadays Slovene 
companies boast more powerful technological, financial and marketing capabilities than their 
local counterparts), enables Slovene companies to benefit, at least short term, from these 
competitive advantages. 
 
Given all these benefits, it is obvious why all the studied M&A were consummated either on 
the domestic market in adjacent industries or in adjacent industries of adjacent markets of the 
former Yugoslavia in the period from 1997 to 2007.  
 
Keeping in mind these unique competitive advantages of Slovene companies, at least in the 
transition period, it comes as no surprise that executives clearly disfavor untested and 
unrelated industries and territories, so entry to a new industry as way of diversification 
received the lowest average grade of all M&A objectives with low standard deviation, 
showing a very high level of unanimity among Slovene executives about the low priority of 
any kind of diversification.  
 
Statistically significant differences (<0.05) between the intended and achieved M&A 
objectives tested with a t-test and double-checked with the Wilcoxon rank test can be 
observed in the following pairs: growth in market share, reduction in operating expenses, 
access to suppliers, enhanced reputation, access to talent,  access to know-how and  access to 
new brands. All of them but access to new brands were under-achievers (see Table 3). 

 
 
 
 
 
 
 
 



 

Table 3. 
 

Paired samples test 
 

Paired Differences 
95% 

Confidence 
Interval of the 

Difference 
Pairs Intended vs. Achieved 

Objectives Mean Std. 
Dev. 

Std. 
Error 
Mean 

Upper Lower 

t 
Sig.   
2-

tailed 

Pair 1 Growth in Market Share 0,652 0,714 0,149 0,343 0,961 4,380 0,000 

Pair 2 Access to New Markets 0,348 1,112 0,232 -0,133 0,829 1,500 0,148 

Pair 3 Elimination of Competitor -0,348 1,335 0,278 -0,925 0,230 -1,249 0,225 

Pair 4 Access to Distribution Channels -0,130 1,424 0,297 -0,746 0,485 -0,439 0,665 

Pair 5 Reduction in  Operating Exp. 0,870 1,392 0,290 0,268 1,471 2,997 0,007 

Pair 6 Access to Suppliers 1,348 1,112 0,232 0,867 1,829 5,811 0,000 

Pair 7 Enhanced Reputation 0,783 1,242 0,259 0,246 1,320 3,023 0,006 

Pair 8 Access in New Products 0,174 1,267 0,264 -0,374 0,722 0,658 0,517 

Pair 9 Access to Talent 0,957 1,147 0,239 0,460 1,453 3,998 0,001 

Pair 10 Access to Know-how 1,348 1,112 0,232 0,867 1,829 5,811 0,000 

Pair 11 Reduction in Production Costs 0,348 1,112 0,232 -0,133 0,829 1,500 0,148 

Pair 12 Access to New Brands -0,565 0,788 0,164 -0,906 -0,225 -3,441 0,002 

Pair 13 Access to Production Capacity 0,348 1,369 0,285 -0,244 0,940 1,219 0,236 

Pair 14 Access to New Technologies 0,130 0,869 0,181 -0,245 0,506 0,720 0,479 

Pair 15 Reduction in Distribution Costs 0,043 1,065 0,222 -0,417 0,504 0,196 0,847 

Pair 16 Entry to New Industry 0,217 0,518 0,108 -0,007 0,442 2,011 0,057 
Source: Authors 

 
5. CONCLUSIONS AND MANAGERIAL IMPLICATIONS 

 
Every executive has a profound interest in creating value with M&A. Despite their 
popularity, about half of all deals actually achieve the desired strategic or financial 
objectives. Although many in-depth studies have been performed, only a few have offered 
non-ambiguous conclusions. 
 
M&A should be carefully planned and nothing should be left to chance. What matters is the 
net sum of what they accomplish. Plenty of evidence, including the results of our study, 
suggest that a better approach for acquiring companies to pursue is what are called 



 

adjacencies to current existing business, especially those with high growth potential and 
without cycles and seasons.  
 
Zook (2001) and Nolop (2007) suggest that adjacent M&As as well as other adjacent growth 
initiatives correlate with increased shareholder value. On the other hand, diversification into 
unrelated areas correlates with decreased shareholder value.  
 
The study suggests that executives should see choosing the right partner in an adjacent 
industry and in a market space that is adjacent to their existing businesses as the most 
important factor for success in M&A. The more related the target company and the territory, 
the greater the chances of success; this may be expected as the transfer of knowledge and 
skills is essential in the integration period.  
 
We are aware that there is a cluster of other variables influencing the aforementioned 
conclusions and reason that further longitudinal and international studies and in-depth 
analyses are needed.  It would be interesting to compare them with our findings, which is a 
matter of future studies, preferably in more than one emerging economy of Central and 
Eastern Europe. However, our analysis does provide a framework for a promising 
investigation in that field.  
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NAMIJENJENI ODNOSNO OSTVARENI CILJEVI U SPAJANJIMA I 
PREUZIMANJIMA 

 
 

SAŽETAK 
 

Članak istražuje ciljeve spajanja i preuzimanja te njihov stupanj ostvarivanja u okviru 
integracija, nakon spajanja, na području Slovenije. Prema rezultatima ovog istraživanja, preuzeta su 
poduzeća u prosjeku bila uspješnija od istih poduzeća u razvijenim zemljama. Pritom su prisutni 
odreñeni čimbenici - veličina zemlje, tranzicijska priroda slovenskog gospodarstva, raznolikost 
nekonsolidiranih industrija nakon liberalizacije tržišta u ranim Devedesetima te ograničeni broj 
mogućih transakcija unutar regije. Istraživanje takoñer ukazuje na ulogu rukovoditelja, osobito u 
okviru gospodarstva u nastajanju, prilikom odabira pravog partnera u susjednoj industriji i na 
tržišnom prostoru koji je najbliži postojećem poslu.  
 
JEL: G-34 
 
Ključne riječi: Spajanja i preuzimanja, Susjedni poslovi, Ciljevi S&P, Gospodarstvo u nastajanju,  
                        Slovenija.  
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MACROECONOMIC LEGITIMACY OF INVESTMENT IN THE 
DEVELOPMENT OF GOLF TOURISM IN ISTRIA 

 
ABSTRACT 

 
 Besides revealing the position of Croatian golf in the world, the statistics disprove the old 
prejudice on golf as a game exclusively for the upper social classes because it proves golf to be a mass 
game, generally available to anybody in modern western Europe. Croatia is obviously underdeveloped 
in space and time. It is a fact that Croatia has had an excuse for a decade of lagging behind in the 
after-war period, but there are no excuses for being the only state without a plan, doing nothing to 
change that. Croatia did not learn the lesson from its tourist past on the example of tennis (which used 
to be considered a hobby for the rich) or nautical tourism (with millions of “ordinary” people sailing 
on the Adriatic today). Golf is today what tennis or nautical tourism used to be. The first part of the 
paper deals with the analysis of the influence of golf tourism on the extension of the tourist season, the 
attraction of tourists with better purchasing power, the growth of tourist offer quality, the increase in 
the number of tourists, growth of employment and the increase of foreign investments. Istria could 
greatly benefit from this concept, which should be systematically analyzed in order to get a clear 
picture of how justified it is to create an Istrian golf region. The second part of the paper is analzying 
the macroeconomic benefit arising from the development of golf in Istria. Considering the fact that the 
investments in the construction of the Istrian golf region have not yet begun but are only being argued 
in this paper, we used the historical scientific method. A dynamic projection was made giving an 
insight into potential changes in the GDP had the investments in golf begun in 2004 as planned. 
 
JEL: E22, O11, O16 
 
Key words:  Macroeconomic effects, golf tourism, tourist offer, entrepreneurship, Istria, investments, 

GDP. 
 
 
 

1. INTRODUCTION 
 
 Golf courses in the continental part of Europe are closed (because of the weather) 
from October to April so that thousands of golf tourists come to the Mediterranean looking for 
open golf courses. Having recognized the economic potential of golf and analyzed the profile 
of the average European golfer, some regions decided to improve their existing tourist offer 
with a larger number of golf courses. 
 The main goal of this selective form of tourism is attracting tourists in the off season 
period from October to April, when golfer in the continent cannot find any open golf course. 
 Although today there are several tourist regions which extended their season with golf, 
the best known is certainly Algarve in Portugal. Some twenty years ago it was a tourist region 
like any other, with constructed tourist capacities and a pleasant climate. The local population 
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was mainly employed in tourism. However, tourism was purely seasonal, only in the summer, 
and the tourists were also becoming more demanding, asking for new ancillary facilities. In 
order to increase the tourist consumption and extending the tourist season while at the same 
time putting the accommodation capacities to a better use, the Algarve region began with 
serious investments in golf, fully supported by the local and state authorities. 
 In a short period about twenty golf courses were built, earning the Algarve region the 
epithet of the best and most desirable golf destination both in Europe and in the world. The 
effects in regional tourism did not fail to appear: the season was extended with a better use of 
the existing accommodation capacities, the tourist offer gained in quality and exclusiveness, 
tourists with better purchasing power were attracted, there was an increase in the regional 
GDP, a growth of employment and a total reorientation of the regional economy to an all-
year-round tourism. 
 Istria is today what Algarve used to be twenty years ago: a relatively developed tourist 
region with good quality accommodation capacities for mass tourism, gaining an identity 
recognizable all over Europe and looking for ways to improve its tourist offer by raising the 
service quality, not aspiring to mass tourism that only offers a bed and the sea, and having 
exceptional climatic, transport and tourist prerequisites for the creation of an Istrian golf 
region. What needs to be pointed out is the possibility to play golf all year round, good 
transport connections as well as optimal hydro-meteorological conditions. 

Considering certain negative connotations brought forth by the recently passed law on 
golf courses (i.e. some of its parts), the authors of this paper consider themselves neither for 
nor against the mentioned law. In the research, the authors are simply discussing the role and 
effects of golf tourism on single regions, the Istrian county in this particular case, and are thus 
aiming at pointing out the importance of golf tourism as a form of economic and tourist 
activity. 
 
 

2. BASIC ECONOMICS OF A GOLF COURSE 
 

2.1. Golf course as an investment or entrepreneurship enterprise 
 
 Opening a golf course is a relatively expensive investment demanding a large, single, 
starting investment. Investing in golf courses encompasses the following aspects1: 
 Course location: first of all, an adequate location has to be found, where construction 
is possible (sufficient area, clean property, availability of a sufficient quantity of water, 
transportation, climatic and geomorphological prerequisites…) but there is also need (larger 
urban centers, tourist centers) and support (local authorities and population) to the 
construction of golf courses. 
 Terrain for the golf course: although some investors buy the whole area of land where 
the golf course is going to be built, most investors prefer leasing the terrain, i.e. obtaining a 
concession. They arrange for a yearly rental per hectare of land of the future golf course. 
However, investors usually buy part of the land where they build the clubhouse with other 
ancillary facilities (restaurant, pro shop, tennis court, pool, parking lot). Besides, the investors 
want to buy a broader strip of land around the course in order to build apartments for sale or 
rent. It is not unusual for the area of that type of land to be greater than the golf course itself. 

                                                 
1 Slamar, D. (1999). Program of golf courses construction in Croatia – review of some criteria, kinesiology, 
collection of papers. 
 



 Necessary documentation: it is generally the greatest obstacle to the construction of a 
golf course requiring time and money. For that reason the investors prefer the locations with 
existing documents and are willing to compensate for the costs. 
 Golf course design and the making of a detailed plan: an important task usually given 
to world famous golf course designers. Considering the given location and its landscape, the 
designers have to integrate the course, design its shape and length of holes, place the obstacles 
(water, woods, trees, sand) in order to increase the difficulty of the course but also for 
economic reasons2. 
 Infrastructure construction accounts for most part of the investment including: the 
construction of the golf course (preparation of the land, installation of the system of irrigation 
and drainage of rainwater3, etc.), practice golf course (driving range, practice green, practice 
sand bunker) and the ancillary infrastructure: parking, clubhouse, restaurant, pro shop, 
equipment rental facility, storage for the material needed in the maintenance of the course and 
other consumables (fertilizers), bathrooms, a couple of apartments, garage for golf carts, other 
sports facilities (tennis, pool…), casino or similar. 
 Golf course maintenance equipment is also not a financially negligible item. There are 
particular machines for mowing and rolling grass, for smaller diggings, automatic irrigation, 
golf carts, ball collecting machine on the driving range, machine for the rental of practice golf 
balls, etc. 
 Goods for sale and rental: every golf course has to have its pro shop (shop specialized 
in the sale of equipment for golfers: from clubs to balls) as well as equipment for rental (carts, 
sets of golf clubs, balls for the driving range). 
 The total amount of the investment needed to build a golf course cannot be defined 
unambiguously because every location has its economic peculiarities that significantly affect 
the amount of the investment: lease and price of the land, availability and distance of building 
material, necessary construction work, customs, labour cost, public costs, etc. 
 One of the world famous golf institutions, The Golf Research Group, recorded the 
total costs of golf course construction in a range from 15 000 EUR to 375 000 000 EUR4 
spent to build the Pete Dye golf course in Japan on the flattened top of a mountain. The same 
institution made an analysis of the costs for golf courses built in Great Britain during the golf-
boom in the nineties. The analysis showed that the golf courses are built with average costs 
amounting to 6 000 000 EUR. The price includes the cost of construction of the mentioned 
infrastructure and the purchase of the necessary equipment. 
 Although the final value of the investment depends on the quality of the golf course 
being opened, the quality of the additional contents, the expected value of the investment in 
the construction of a golf course in Croatia is a bit lower, around 5 000 000 EUR. The reason 
for that is cheaper land or its lease, non existent competition, which will result in the 
beginning with a more modest infrastructure, cheaper labour and construction material and 
similar. 
 
 
 
 
 

                                                 
2 A greater number of artificial lakes on the course means greater reserves of water (rainwater) that will serve to 
irrigate in periods of draught, but it also means a greater sale of golf balls: the more lakes on the course the 
greater the possibility for a golfer to lose a ball. 
3A well-built system of rain water drainage enables golfers to continue playing only two hours after heavy rain. 
4 http://www.egia.org.uk/frame27.html, 27.07.2004. 



3. PROJECTION OF MACROECONOMIC BENEFITS OF AN ISTRIAN GOLF 
REGION 

 
 This part of the paper presents a quantitative projection of the influence of the Istrian 
golf region on an increase of direct investments, tourism and employment. 
 The following analyses will use certain assumptions which were proved in the paper 
so far and are systematically mentioned: 

- Golf is not developed in Istria and there are too few players in order to make an 
investment in a golf course profitable on the grounds of the domestic players’ 
consumption. 

- Istrian tourist enterprises, because of priorities such as raising the quality of their 
accommodation capacities and general indebtedness, do not have the necessary capital 
for an investment in Istrian golf. 

- Therefore, the investors will be foreign physical and legal persons. 
 

From all of the above we can conclude that the existing minor market of domestic 
golfers is of no interest for foreign investors and they will not invest before securing a good 
background in their country. First of all, there will be a connection of the investor with the 
golf tourism market in his country through tourist agencies, with the aim of securing 
excursions and holidays of a sufficient number of golf tourists from his country on his course 
in Istria. We can also conclude that the investor will start with the investment only when there 
are sufficient indicators that such an investment will be profitable in reasonable time, i.e. 
when he secures a golf tourist market for himself. 

 
3.1. Golf course income 

 
The overall income of a golf course has the following structure: 

- Green fee (the price for a round on 18 holes) is the main source of income for a golf 
course. The green fee is formed5 on the basis of the competitor’s prices, demand for 
golf, quality of the course, etc. Considering the fact that American golf is more 
developed than the European, it is not surprising that the average green fee in the US6 
is 23.50 USD, i.e. 18.50 EUR, while the European average7 is 32 EUR. Great Britain 
and Sweden have the lowest green fee in Europe (around 25 EUR) while Switzerland 
is the most expensive (around 45 EUR), followed by tourist countries like Portugal (42 
EUR) and Spain (37.50 EUR). Since the Istrian golf region must take over part of the 
golf tourists, in forming the average green fee in the Istrian golf region, besides the 
quality of the course, one must take into consideration the prices of the competitor 
countries in the neighbourhood: Slovenia (38 EUR), Austria (36.50 EUR) and Italy 
(34 EUR). Therefore, we can expect the average green fee in Istria to be around 35 
EUR. The total income from the green fee is directly proportional to the number of 
rounds played on a course in a year. 

- Registration and membership fees: In the US and Great Britain this type of income 
represents an important portion of the overall income. As a matter of fact, the local 
population is offered a membership in the golf club (registration fee) so that by paying 
the one-time yearly membership fee they have the right to play on the golf course 
without paying the green fee and with other benefits or discounts. In Great Britain the 

                                                 
5 Although the green fee varies according to the season, days of the week (weekends and holidays are more 
expensive), the mentioned amounts are yearly averages. 
6 http://www.egia.org.uk 
7 http://www.golf-research-group.com/reports, 28.04.2000. 



average registration fee is around 2.300 EUR, while the yearly membership fee is 
around 1.150 EUR. This arrangement is acceptable to the local golfers who play golf 
at least once a week. Considering that there are currently around 50 active golfers in 
Istria, this type of income, in a mid-term period, will not be significant in the structure 
of the overall income of golf courses in Istria. 

- Income from the driving range regards tokens for practice balls. This income mainly 
depends on the number of rounds played in a year because before going out on the 
course, golfers usually warm up on the driving range shooting balls (1-2 buckets at a 
price of 2 EUR, i.e. 25-80 balls). The expected income is about 3.50 EUR per round, if 
we use indicators by the American Golf Foundation, which say that the driving range 
income is about a tenth of the green fee income. 

- Equipment rental (golf carts, trolleys, golf equipment) is an important part of the 
income in USA and in European tourist golf destinations. Although a vast majority of 
golfers have their own equipment they carry around when traveling, the income from 
the rental of trolleys and golf carts should be relatively significant because, in the case 
of the Istrian golf region, the majority of golf rounds would be played by golf tourists 
and not local golfers. According to the indicators from the American Golf Foundation, 
rental income is around 4 EUR per round. 

- Income from equipment sale (from consumables like balls or gloves, to more durable 
equipment like clubs and trolleys) is also an important item because on average, the 
sold goods account for around 15% of the green fee price, i.e. around 4 EUR per 
round. 

- Restaurant’s (caterer’s) income is the most important item after the whole round. 
According to the indicators from the American Golf Foundation, a golfer spends 
around 40% of the round price per round on average. In our case, the expected 
consumption of a golfer on food and drink at the 19th hole (restaurant) is around 14 
EUR. 

- Other income like the one coming from the organization of golf courses for learners of 
the organization of tournaments have been estimated at about 8-9% of the round price, 
i.e. about 3 EUR. This income also includes income from sponsors that are very 
significant abroad. Considering that the popularity of golf is not so felt among the 
domicile population, we can conclude that the income of domestic interested sponsor 
will be equally low, although it cannot be ruled out. 

 
If we sum up the mentioned income item, we can estimate the expected direct golf 

course income at 63.50 EUR per round of golf. It is important to point out that in the structure 
of the expected consumption only 55% of income (35 of 63.5 EUR) comes from the charge on 
the round price while the rest of the income comes from the usual additional activities. 

In this estimate the income from the registration fee, membership fee and sponsors 
was not taken into consideration because it is expected to be of little importance in the first 
phase of the Istrian golf region development due to the fact that it depends on the number of 
golfers among the local population and not on the number of rounds played by the golf 
tourists. The issue of foreign sponsors is still open. 

With the assumption that golf tourists will be realizing the most part of the turnover, 
i.e. rounds played, it can be expected that the tourist agencies will get a commission on the 
golfers they bring, so that the estimate of the expected income per round, for the needs of this 
paper, is 60 EUR. 

 
 
 



3.2. Estimate of the influence of the creation of a golf region on tourism 
 
The key question for further estimates of economic consequences of the creation of an 

Istrian golf region on its tourism regards the number of golf tourists who will spend their 
holidays in Istria, i.e. the number of golfers that will be attracted by the Istrian golf region and 
thus taken over from the other existing golf regions.  

The investor in golf courses will try to secure a market for himself, i.e. such a 
cooperation with tourist agencies that brings a sufficient number of tourists – golfers in order 
to return the investment in reasonable time. 

Considering the height of operative costs for the maintenance of an average golf 
course and the estimate of the income from a played round (60 EUR) given in the preceding 
chapter, we arrive at the number of 15.000 rounds played a year as the minimum at which the 
whole investment is profitable. This estimate is based on the generally accepted opinion that 
the golf course alone is not a sufficiently profitable investment: the aim is to have the golf 
course cover its costs while the profit is to be made on the renting of accommodation in 
hotels, villas and bungalows whose sale is also possible (for example through time-sharing). 

Furthermore, it is clear that the number of rounds will be gradually increasing over the 
years so that an average of at least 20.000 rounds played per course can be expected in a year. 
This assumption is confirmed by the following data: 

- the Austrian Bad Griesbach opened a maximum of 6 months has an average of 21.000 
rounds played a year per course. 

- The average in the Algarve golf region is 37.000 rounds played a year. 
 

What is more, with 20 golf courses in the Istrian golf region, we can assume that the 
total number of rounds played will be about 400.000 a year, which is the basic parameter for 
the estimate of the influence of an Istrian golf region on tourism. 
 
 In part 3.1. of this paper we showed that the average income of a golf course per one 
round is around 60 EUR, including green fee, equipment rental, catering on the course. On the 
grounds of experience in the Algarve golf region, if we add to that the consumption of the 
golf tourist outside the golf course (accommodation, non-board consumption, etc.) we arrive 
at the final estimate of around 120 EUR per golf tourist a day. 
 Since one played round corresponds to an overnight stay of a tourist with an expected 
daily consumption, if we multiply the total number of rounds played (400.000) by the daily 
consumption of 120 EUR, we can expect an income of Istrian tourism of 48.000.000 EUR a 
year. 
 The experience and data we have from the Algarve golf region also tell us that golf 
tourists usually do not come alone but bring their families. Therefore, we can assume that 
each golfer will bring at least one more tourist with a similar purchasing power whose daily 
consumption does not include the costs of golf and is probably around 60 EUR (the expected 
daily consumption of 120 EUR minus the consumption of the golf course of around 60 EUR). 
Since the number of overnights of such tourists is equal to the number of overnights of golf 
tourists, we can calculate their consumption if we multiply the expected number of rounds, 
i.e. overnights (400.000) by the expected daily consumption of 60 EUR. In this way we can 
estimate the total income of Istrian tourism generated by tourists accompanying golf tourists 
at around 24.000.000 EUR. 
 The final estimate of the direct influence of the Istrian golf region on Istrian tourism is 
equal to the sum of the expected consumption of golf tourists (48.000.000EUR) and their 
family or friends (24.000.000 EUR), which amounts to 72.000.000 EUR. 



 The total tourism revenue of the Republic of Croatia in 2003 was 6.4 bn USD, i.e. 5.1 
bn EUR. Since Istria accounted for 27.5% in the total number of tourists visiting Croatia in 
2003, with 34.8% of the total number of overnights in Croatia, we can conclude that the total 
tourism revenue in Istria is, proportionally, 1.8 bn EUR a year. 
 From all of the above we can conclude that the creation of an Istrian golf region would 
directly increase Istrian tourism revenue by at least 4%, explained by the difference between 
the real and the registered number of overnights. 
 
 

3.3. Estimate of the increase in direct foreign investments 
 
 Since in the case of the Istrian golf region we will have only foreign investors, it is 
clear that the total investment in Istrian golf will represent a direct foreign investment in 
Istrian tourism ad therefore in its economy. 
 The total investment amount needed to build a golf course cannot be defined 
unambiguously because every location has its economic peculiarities that significantly affect 
the amount of the investment: lease and price of the land, availability and distance of building 
material, necessary construction work, customs, labour cost, public costs, etc. 
 One of the world famous golf institutions, The Golf Research Group, recorded the 
total costs of golf course construction in a range from 15 000 EUR to 375 000 000 EUR8 
spent to build the Pete Dye golf course in Japan on the flattened top of a mountain. The same 
institution made an analysis of the costs for golf courses built in Great Britain during the golf-
boom in the nineties. The analysis showed that the golf courses are built with average costs 
amounting to 6 000 000 EUR. The price includes the cost of construction of the mentioned 
infrastructure and the purchase of the necessary equipment. 
 Although the final value of the investment depends on the quality of the golf course 
being opened, the quality of the additional contents, the expected value of the investment in 
the construction of a golf course in Croatia is a bit lower, around 5 000 000 EUR. The reason 
for that is cheaper land or its lease, non existent competition, which will result in the 
beginning with a more modest infrastructure, cheaper labour and construction material and 
similar. The average investment of 5.000.000 EUR per course, besides the construction of the 
golf course and the purchase of the equipment for its maintenance, also includes the 
construction of the ancillary infrastructure like restaurants, warehouses, parking lot, etc. 

Since the golf course alone is not a sufficiently profitable investment, the investors 
always calculate with the construction of additional accommodation buildings: high category 
hotels, motels, villas and bungalows. As it is common knowledge that the construction of a 
golf course will cause growth of the prices of real estate in its vicinity, the investor usually 
buys the land surrounding the golf course to be able to build the mentioned objects on it, 
which is in the end the core of profitability of the total investment. 

Although it is possible for the investor to buy certain existing accommodation 
facilities and refurbish them for his clients, we presume that the majority of investors will 
decide to build new buildings on the newly purchased land in the vicinity or on the golf 
course itself. 

The additional investment is a few times bigger than the initial investment in the 
construction of the golf course, but since this investment is directly due to the construction of 
the golf course, its size must be taken into consideration when determining the total 
investment. 

                                                 
8 http://www.egia.org.uk/frame27.html, 27.07.2004. 



Even though the final amount of investment depends on the quality of accommodation 
the investor wishes to achieve, the type and number of buildings that will be built, on the 
grounds of some past cost estimates and the announced construction of the golf complex 
Marlera, we can calculate the size of the expected investment in the construction of 
accommodation facilities alongside the golf course. 

The project of the golf resort Marlera9 (southern Istria) includes the construction of 
one golf course with 27 holes, a 5 star hotel, 27 villas and 80 apartments of the total capacity 
of 800 beds. The whole investment has been estimated to 55.000.000 EUR. 

The cost estimate for the construction of the planned golf course near Novigrad 
included the construction of a 5 star hotel, several apartments and a tennis court and amounted 
to around 25.000.000 EUR. 

From the examples above it is evident that the total investment in the ancillary 
accommodation facilities is far superior to the expected investment in the construction of the 
sole golf course. For the needs of this paper we shall be careful in estimating the average 
expected investment in the accommodation capacities to 20.000.000 EUR although this value 
is lower than the announced total investment in the third golf resort whose construction has 
begun in Motovun. 

To sum up, we can conclude that the average total expected direct investment in the 
construction of a single golf resort shall be at least 25.000.000 EUR, despite the fact that there 
will be golf resorts of different quality with significant differences in the amount of the total 
investment. Although the choice for the start of the investment is up to the investor and his 
capabilities and connections needed to secure a satisfying occupancy of the golf complex with 
the course, and therefore we cannot speak about a short period of creation of an Istrian golf 
region, it is possible to give an approximate estimate of the total investment in Istrian 
economy in the coming period. 

Considering the Master Plan for the development of Istrian tourism10, there has to be a 
clear support to the construction of a larger number of golf courses in Istria, giving strategic 
importance to the construction of golf courses through the implementation of the appropriate 
legislature. We could conclude that in 2004, most obstacles to investments in golf have been 
removed. On the other hand, the candidacy of the Republic of Croatia for the membership in 
the European Union will enable simpler investments by foreign investors in Istrian tourism 
and, consequently, in Istrian economy. We can assume that the majority of investments in the 
construction of golf courses in Istria will be carried out in the period between 2010 and 2018, 
i.e. in a decade. 

At the moment, there are 22 current locations in Istria and a few that are being 
considered. The total investment depends on the number of courses opened in the coming 
period, whose number cannot be precisely determined since it is up to the investor. 

However, for the needs of this paper we can assume that the Istrian golf region will 
have 20 golf courses which leads us to the conclusion that the total direct investment in Istrian 
tourism and economy through investments in the construction of golf courses with the 
ancillary facilities will be at least 500.000.000 EUR in 10 years, i.e. around 50.000.000 EUR 
a year. 

In order to get a broader view of the importance of such an investment for the 
economy of the Republic of Croatia in general, we can only say that the year 2003 saw a 
direct foreign investment of about 1.998.300.00011 USD, i.e. around 1.600.000.000 EUR in 
Croatian economy. We can conclude from these known parameters that the creation of an 

                                                 
9 Hadham, Little: Program of construction of the golf resort Marlera – Pula, elaborate, 2000. 
10THR in cooperation with Horwath Consulting, Zagreb, December 2003.   
11 Croatian Chamber of Commerce: Croatian economy in the period from 1999 to 2003., Zagreb, 2004  



Istrian golf region, with an average yearly investment of 50.000.000 EUR, would increase the 
total foreign investments in Croatian economy by about 3%. 

Of the mentioned 1.600.000.000 EUR of direct foreign investments in the economy of 
the Republic of Croatia, only 3% was invested in tourism, i.e. around 64.000.000 EUR. It is 
evident that the expected yearly direct foreign investments in Istrian tourism due to the 
creation of an Istrian golf region are much bigger (78%) than the total foreign investment in 
Croatian tourism in 2003. When we take into consideration the total direct investments in 
tourism (including both domestic and foreign investors) which amounted to 950.000.000 
EUR12 in 2003, the creation of an Istrian golf region would increase that amount by 5.2%. 

The total expected direct investment in Istrian tourism was 430 mil kunas in 2004, i.e. 
57.000.000EUR, which is almost equal to the expected yearly investment in the Istrian golf 
region13. We can conclude that the foreign investments in the construction of the Istrian golf 
region would almost double the existing amount of total (domestic and foreign) investments 
in Istrian tourism. The creation of an Istrian golf region will contribute to the improvement of 
the image of Istrian tourism which will lead to a growth of attractiveness of Istria for further 
foreign investments. Therefore, we can say that the creation of the Istrian golf region will 
result in considerable indirect investments in Istrian tourism and economy. 

 
 
3.4. Estimate of the influence of the golf region on employment 

 
 The following estimate of the influence of the construction of the Istrian golf region 
relates to an increase of employment. 
 Firstly, we have to say that the construction work on the golf course will mainly 
employ the local labour force and Croatian construction companies, which affects 
employment, although not permanently. New work places will be opened after construction 
work is finished. 
 A golf course with the basic ancillary facilities creates an average of 15 work places. 
However, on the examples of planned construction of golf complexes, it is evident that the 
number of new work places will be significantly higher because of the construction of new 
hotels and other accommodation units. 
 Since the main feature of the Istrian golf region is the all-year-round openness of golf 
courses and hotels in their complex, it is clear that the work places will not be only seasonal. 
The expected high quality of accommodation requires a high level of service throughout the 
day and therefore presumes a higher number of employees. According to estimates regarding 
the Istrian area, there should be an average of 50 employees per complex, including the 
people employed directly on the golf course. 
 As there are plans for twenty golf courses, we have to calculate around 1.000 new 
work places as a direct consequence of the creation of the Istrian golf region. This number 
will indirectly be significantly increased because of non-board consumption, especially in the 
off season months when around 75% of the total consumption of golf tourists will be realized. 
Because of a significant increase in the off season consumption, many seasonal work places 
will become permanent thus contributing to a statistical drop of unemployment in Istria. 
 In any case, the creation of the mentioned 1.000 new work places will significantly 
contribute to the decrease of the unemployment rate in Istria. Namely, Istria is not heavily 
populated (about 206.500 inhabitants) and has a little less than 79.000 fit for work inhabitants. 
In 2004 there was an average of 6.432 unemployed and the unemployment rate was 8.2%, 

                                                 
12www.hgk.hr 
13 Novi list; U istarski turizam se ulaže 430 milijuna kuna („430 million kunas invested in Istrian tourism”), 
Rijeka, 31.12.2003. 



which is significantly lower than in the rest of Croatia. Nevertheless, the creation of 1.000 
new work places would further diminish the current number of unemployed people by 15.5%, 
which would consequently lower the unemployment rate to about 6.9%. 
 Croatian tourism directly employs around 40.000 people, of which 12.000 are in Istria. 
The creation of 1.000 new work places in tourism would raise the total number of employed 
in tourism by 2.5% on the Croatian level and by 8.3% on the Istrian level. Considering that 
there are around 317.000 unemployed in Croatia, the creation of the Istrian golf region would 
diminish the total unemployment by about 0.3%. 
 

 
4. INFLUENCE ON THE TOURIST POSITION OF THE COUNTRY 

 
4.1. Increase in the number of off-season overnights 

 
Regardless of whether the golfers and their company will be staying in newly built 

hotels in the golf course resort or in the existing accommodation capacities, the Istrian golf 
region will in any case bring an increase of the number of registered overnights, before all 
those in the off-season. 
 For example, in 2003 Istria realized 16.214.000 overnights. Considering the estimates 
saying that the golf region will see 400.000 overnights of golf tourists and an additional 
400.000 overnights of their families and friends, the expected increase in the total number of 
overnights due to the creation of the Istrian golf region would be at least 5%. 
 Judging on the experience of the Algarve golf region, the largest number of arrivals is 
expected in the off-season. According to graph 1, we can calculate that only 25% of the total 
rounds were played in the four months of the peak season (June-September) while no less 
than 75% are played off-season, with March and October as the most active months. 
 When we distinguish the season and off-season overnights in the total number of 
registered overnights realized in Istria, we can conclude that Istria realizes 86% of its total 
overnights in the season (June-September), and only 14% during the remaining 8 off-season 
months14. With a logical assumption of the distribution of overnights of golf tourists and their 
family or friends, in analogy with the experience of the Algarve golf region, we can estimate 
that out of a total number of overnights of golf tourists and their company (800.000) no less 
than 75%, i.e. 600.000 overnights will be realized in the off-season. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
14 Data of the Tourist Association of the Istrian Region, www.tziz.hr  



Graph 1 
 

Distribution of golf rounds played on courses in Algarve in 2004 
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Source: Author’s work according to data obtained by the Algarve Golf Association 

 
 From the numbers above we can conclude that the Istrian golf region will result in an 
increase of off-season overnights by at least 26%. 
 Considering the price differences between the season and the rest of the year, it is not 
surprising that 90% of the total income is realized during the peak season, while the 
remaining part is made in the off-season (around 180.000.000 EUR). We can conclude that 
75% of the total expected income from golf tourism (72.000.000), i.e. around 54.000.000 
EUR will increase the Istrian off-season income by 30%. 

 
4.2. Attracting tourists with better purchase power 

 
On the grounds of the previous parts of the paper we can say that golfers are tourists 

with an above average purchase power, usually coming from the European middle-class. 
Their tourist visits are accompanied by an above average consumption so that all tourist 
countries or destinations try to better their offer in order to attract tourists with as good a 
purchase power as possible.  

On the example of Algarve golf region we have established the average consumption 
of their golf tourist to be around 250 EUR, but one cannot reach that level of consumption 
over night so that it is not expected in the Istrian golf region. As we have established so far in 
this paper, the average consumption of the Istrian golf tourist is around 120 EUR while that of 
his company is 60 EUR, therefore, we can assume that the average consumption of tourists 
coming to Istria because of golf will be around 90 EUR. 

It is a well known fact that the average consumption of the existing profile of tourists 
visiting Croatia and Istria is relatively low. According to data from 200315 it barely goes over 
30 EUR. Obviously, the average tourist coming to Istria because of golf will be spending 
twice as much as an average tourist in Istria. 

On the other hand, such qualitative substitution of the average tourist with a three 
times higher consumption generates higher income but it also has some positive ecological 
consequences. As a matter of fact, the negative impact on the environment, water 
consumption, waste, etc. will be three times lower if we substitute three existing tourists with 
one golf tourist, a fact that should not be neglected. There is also a clear positive consequence 
on the general impact on the environment resulting from the raising of tourist offer quality 

                                                 
15Institute for tourism (thomas research). 



and the attraction of tourists with better purchase power. Since we have already pointed out 
that golf tourists would generally be coming in the off-season and the fact that the existing 
concept of mass seasonal tourism will remain actual for some time, there will not be any 
decrease in the negative impact on the environment, on the contrary, the impact will be 
stronger especially in the off-season period. 

We also need to mention the increase in the number of holiday days of these tourists. 
Since the average European golf holiday lasts for 5 days, if we divide 800.000 of golf 
overnights with the average 5 days of holiday, we arrive at the number of 160.000 new guests, 
i.e. a final indicator of an increase in the number of arrivals by 6.5 %. 

 
4.3. Improvement of tourist offer and image of Istrian tourism 

 
In the end we have to mention the hardly measurable but logical consequences of the 

creation of the Istrian golf region on Istrian tourism, which before all regard the qualitative 
improvement of the tourist offer and the image of Istrian tourism. 

The creation of the Istrian golf region enables Istrian tourism to present itself on the 
international tourist market in a totally new light. Istrian tourist companies will be able to 
offer the accommodation of foreign tourists in a tourist region that is now offering much more 
than just the sea and the sun. It offers golf courses open all year round, golf being part of the 
offer of all tourist destinations aspiring to a certain image and wanting to attract more tourists 
with a relatively high purchase power. This would improve the general level of the Istrian 
tourist offer and such a following of the world tourist trends and a constant investment in the 
improvement of the tourist offer have become a condition for the survival of regional tourism. 

The improvement of the quality of tourist offer due to the creation of the Istrian golf 
region creates the preconditions for the improvement of the recognizable image of Istria and 
Istrian tourism, i.e. for the creation of an image connecting Istria to golf. Since the majority of 
people connect golf to exclusivity and thus to quality, Istria will in that way acquire an image 
of a quality tourist destination.  

A step aside from the Istrian tourist offer and the mentioned new image will give Istria 
and its tourism a new future where it will not have to fight its competition by lowering the 
prices because due to a better tourist offer and a new image, it will have enough tourists for 
whom the quality of tourist offer prevails over price. Such a situation will enable a more 
profitable business operation of Istrian tourist companies, which will reflect on the overall 
economic situation in Istria. 

The raising of tourist offer quality and the creation of a new image of Istria and Istrian 
tourism will attract new investments in tourism that are not necessarily connected to golf. 
Therefore, the positive economic effects of the creation of the Istrian golf region will probably 
multiply. 

 
 

5. ESTIMATE OF THE INFLUENCE OF GOLF INVESTMENTS ON 
ISTRIAN GDP 

 
With the aim of completing the estimate of expected macroeconomic consequences of 

the creation of the Istrian golf region, this part of the paper will present an estimate of the 
growth of the Istrian GDP as a consequence of investments in the development of golf as a 
sport. The following starting point data are important in the mentioned estimate16: 

                                                 
16 State Bureau of Statistics: Statistical information, Zagreb, 2004. 



(1) According to the State Bureau of Statistics, the Istrian GDP in 2004 was 13.25 bn kn, 
i.e. around 2.2 bn USD. 

(2) Since the investment in the construction of the Istrian golf region has not yet begun 
but is only argued in this paper, a dynamic projection has been made in order to give 
an insight in the potential changes in the level of GDP had the investments in golf 
begun in 2004 as planned. 

(3) Although the nominal Istrian GDP per capita, expressed in USD, grew at a yearly rate 
of 23.5% from 2002 to 2004, which is explained with the weakening of the USD on 
the international financial market, for the needs of this paper we will be using the 
realized BDP growth rate in the same period, expressed in kunas, amounting to a 
yearly 7.7%. 

(4) On the basis of the growth of Istrian GDP by 14.27 bn kunas (around 2.37 bn USD) in 
2005, by 15,37 bn kunas (around 2,55 bn USD) in 2006,. by 16,55 bn kunas (around 
2,75 bn USD) in 2007 and by 17,83 bn kunas (around 2,96 bn USD) in 2008, we 
arrived to the data necessary for further analysis. 

(5) In the same way, for the needs of calculation of macroeconomic effects of the 
construction of golf courses, we calculate the estimate of the Istrian GDP for the year 
2013 to 25.83 bn kn (around 4.29 bn USD), and for the year 2018 in the amount of 
37.43 bn kn (around 6.22 bn USD). 

(6) In the previous part of the paper we made an estimate of the expected yearly 
investment in the construction of the Istrian golf region amounting to 50.000.000 EUR 
a year, i.e. around 62.500.000 USD or 375.000.000 kn. 

(7) Since the future investors are facing complex and long preparations before being able 
to finally build the golf resort (property, location and building permits, etc.) it is 
necessary to predict a certain period of postponement in the financing process. 
Considering the above mentioned, for the needs of the paper we will assume that the 
full investment in the construction of the golf course should have started in 2008 and 
last until 2018. 

 
In the process of quantification of the influence of the investment in the construction 

of golf courses on the growth of Istrian GDP, we are going to use the following relation: 
 

∆ GDP =  M   x    ∆ I 

 
where: 
 

∆ GDP = change of the GDP, i.e. the newly created GDP 

∆ I = change of investment, new investment, in this case, the yearly investment in the 
construction of golf courses estimated to about 375.000.000 kn. 

M = investment multiplier, calculated in the following part of the paper. 

 
In order to be able to calculate it we have to have the coefficient of marginal 

propensity to consume (MPC) of the population, which is calculated by dividing the available 
income to the part that is spent and the other which is saved monthly. 

Unfortunately, there are no exact measurements of the height of the available income 
per regions so that the wanted indicator of marginal propensity to consume of the Istrian 
population has to be directly estimated by using the indicators of the overall Croatian 
economy by which the ratio between savings (corrected with the exports deficit) and 



consumption is 0.22 : 0.7817. In other words, of every new kuna of income, 0.78 kn is spent 
and 0.22 is saved. 

However, since there are no exact indicators of the height of available income in Istria, 
we can assume that the percentage of available Istrian income that is saved is a bit higher than 
the mentioned Croatian average, for the following reasons: 

- generally speaking, the higher the level of economic development in a region, the 
higher is the share of savings in the total of available finances. 

- Istrian GDP is 35.6% higher than the Croatian average and the average net salary in 
Istria has in the last years been around 5% higher than is the Croatian average. 

- Unregistered tourist income and unregistered income from working abroad 
considerably increase welfare and available income in Istria. 

- Because of a realistically higher GDP, higher net salaries and an above average 
general development of the Istrian region, we can conclude that the amount of 
available income in Istria is higher than the Croatian average. 

- We have to point out that the increase of the available income does not result in a 
linear increase of the parts directed to spending and saving; the income increase results 
in a larger part being saved and a smaller consumed. Because of such a 
macroeconomic rule, we need to conclude that the savings share in the available 
income in Istria is higher and that, for the needs of the paper, it will be estimated at 
25% of available income. 

- If we accept this conclusion we can say that the relative distribution of Istrian 
available income is 75% on consumption and 25% on savings. 

 
The estimate saying that out of every kuna of increase on the available income 0,75 

will be spent and 0,25 saved, enables us to calculate the indicators: 
- marginal propensity to consume MPC = 0,75 
- marginal propensity to save MPS = 0,25 

 
 

These indicators serve to determine the wanted investment multiplier (M): 
Invest. multiplier M = 1/ (1-MPC) = 1/ MPS= 1/ (1-0,75) = 1/0,25   =   4,00 
 

If we multiply the total expected yearly investment in the construction of the Istrian 
golf region (∆ I) by this multiplier (M), we can calculate the absolute increase of the Istrian 
GDP (∆ GDP) as a direct consequence of investment: 

375.000.000 KN   x  4,00 = 1.500.000.000 kn. 

As we have already stated that the mentioned effect could have been realized in the 
period from 2008 to 2010, this increase of the GDP (in an absolute amount) has to be put in 
relation to the level of GDP for 2008 (17,83 bn kn) and the projections for 2013 (25.83 bn kn) 
and 2018 (37.43 bn kn). 
 
 The calculation mentioned above gives us an estimate saying that the construction of 
an Istrian golf region, in the way set forth in this paper, would result in an increase of the 
Istrian GDP by about 8,4% in 2008, by about 5,8% in 2013 and by about 4% in 2018. Such a 
trend of decrease in GDP growth rate is in keeping with the macroeconomic postulates 
claiming that the biggest macroeconomic benefit is realized at the beginning of the investment 
after which it constantly decreases. 
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 Although the mentioned estimate of increase in the Istrian GDP results from what was 
said in the paper so far, its real value has to be observed through two important facts: 

The first is that the real Istrian GDP, according to many analysts, is by far greater than 
the statistical one, before all because of the way GDP is calculated, because of unregistered 
tourist turnover and income and because of unregistered work abroad. 

The second fact regards the assumption that the total investment will be realized in 
Istria using services offered by Istrian companies. However, should the planning, construction 
and other segments of the investment use services by companies registered outside the Istrian 
region, there will be a drain of finances from the Istrian region and the real investment will 
result as way smaller because a part of it will be registered in another region. 

Therefore, in order for the Istrian region to realize the highest possible macroeconomic 
benefit from the construction of golf courses, maximum effort has to be put in ensuring that 
most part of the work is given to Istrian companies and their workers. 

 
 

CONCLUSIVE REMARKS 
 
Today’s touristic Istria is rich in a variety of tourist facilities and contents, from those in its 
coastal part to the increasingly demanded in the inland rural regions. Besides the known 
stationary tourism in numerous hotels, apartment villages, camping sites and private 
accommodation, Istria is seeing an increase in nautical, congressional, excursion, hunting and 
fishing tourism, as well as many other kinds of tourism. Therefore, it can be concluded that 
the tourist preconditions for the creation of an Istrian golf region have been completely 
satisfied. 
 The mentioned arguments point to qualitative macroeconomic consequences, 
however, a quantitative projection has been made for their most important consequences 
(foreign investments, tourist income and employment). 
 The projection of the increase of direct foreign investments used the available data on 
planned and initiated projects for the construction of the golf complexes in Istria. On those 
grounds we made an estimate of the total expected investment in the construction of one golf 
complex amounting to 25.000.000 EUR. Because of the expected construction of around 
twenty golf courses in the contemplated ten years, we have come to the estimate that the total 
direct investment will be around 500.000.000 EUR in 10 years, i.e. 50 mil EUR a year. 
 A comparison with the current amount of direct foreign investments in Croatia showed 
that the creation of the Istrian golf region would increase the total foreign investments in the 
whole economy of the Republic of Croatia by more than 3%, in other words by more than 
78% if we consider the foreign investments directed only to tourism. When we consider the 
total direct investments in tourism (including domestic and foreign investors), the creation of 
the Istrian golf region would enable their growth by 5,2%. 
 A significant improvement is expected in the growth of off-season overnights and 
therefore also the off-season tourist income. Since it is expected, based on the experience of 
the Algarve region, that at least 75% of the rounds, and therefore golfer’s overnights, will be 
realized off-season, this will result in an increase by 26% of the number of off-season 
overnights and a 30% increase of off-season tourist income. 
 From the point of view of Istria as a region, when we take into consideration the total 
(domestic and foreign) investments in tourism, we can conclude that the creation of the Istrian 
golf region would almost double the existing amount of investments in Istrian tourism. On the 
other hand, the creation of the Istrian golf region will contribute to the development of the 
general image of Istrian tourism, which will lead to a growth of attractiveness of Istria for 
further foreign investments. Therefore, we can claim that the creation of the Istrian golf 



region will result in far more conspicuous indirect investments in Istrian tourism and 
economy. 
 Taking into account the logical expectation that the investor will only start with the 
construction of the golf course when he secures a golf tourist market for him, i.e. a sufficient 
number of rounds played on his course, we have made a projection of the influence of the 
creation of the Istrian golf region to tourism regarding the increase of the number of 
overnights, before all off-season, the estimate of the income and the expected changes in the 
average consumption per tourist. 
 With the presumption of an average utilization of the golf course on a level of 20.000 
rounds a year, the expected daily consumption of the golfers and their friends and family, we 
made a projection of the expected number of 800.000 additional overnights which is an 
increase of 5% compared to the past registered number of that additional tourist consumption, 
i.e. income realized due to the creation of the Istrian golf region on a level of 72.000.000 EUR 
a year, which would increase the total Istrian income from tourism by 4%. The fact that the 
total income from tourism is quite measurable as opposed to the real number of overnights 
compared to the registered ones, explains the difference of a smaller growth rate of total 
income compared to the growth of overnights. As a matter of fact, the real number of realized 
overnights is much bigger, so that the growth rate will in reality be lower than the income 
growth rate, which is logical considering the better purchase power of the golf tourists. 
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MAKROEKONOMSKA OPRAVDANOST INVESTIRANJA U RAZVOJ GOLF 
TURIZMA U ISTRI 

 
 

SAŽETAK 
 
Osim što otkriva poziciju hrvatskog golfa u svjetskim okvirima, statistika razbija zastarjele 

predrasude o golfu kao eksluzivnoj igri bogatijih slojeva društva, jer dokazuje da se radi o masovnoj, 
opće dostupnoj igri u današnjoj zapadnoj Europi. Hrvatska je očito zaostala u vremenu i prostoru. 
Činjenica je da je Republika Hrvatska imala opravdanje za desetak ratno-poratnih godina zaostatka, 
ali nema opravdanje da je jedina država koja nema plana i ne poduzima ništa da se to izmjeni. Pouke 
koje, u hrvatskoj turističkoj prošlosti, postoje na primjeru tenisa (koji se nekad smatrao hobijem 
bogatuna) ili nautike (a danas na Jadranu jedre milijuni «običnih ljudi») državi još nisu dovoljne. 
Golf je danas ono što su nekoć bili nautika ili tenis. Prvi dio rada odnosi se na analiziranje utjecaja 
golf turizma se na produljenje turističke sezone, privlačenje turista boljih platežnih mogućnosti, rast 
kvalitete turističke ponude, povećanje broja turista, pa sve do zapošljavanja nove radne snage i 
povećanja stranih investicija. Istra bi od ovog koncepta imala velike koristi koje treba sustavno 
istražiti, analizirati i sistematizirati da bi se dobila jasna slika opravdanosti stvaranja istarske golf 
regije. No, nisu dovoljni kvalitativni argumenti pa je potrebno kvantificirati odreñena predviñanja. 
Drugi dio rada odreñuje i makroekonomsku korist poticanja razvoja golfa u Istri. S obzirom da 
investicija u izgradnju istarske golf regije još uvijek nije započela već se o njoj raspravlja u ovom 
radu korištena je povijesna znanstvena metoda. Izrañena je dinamička projekcija kojom se daje na 
uvid pregled mogućih promjena u razini BDP-a da se s investiranjem u golf započelo kako je to bilo i 
planirano 2004. godine.  
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INFLUENTIAL FACTORS OF COUNTRY'S ACCOUNTING SYSTEM 

DEVELOPMENT 
 

ABSTRACT 
 

The accounting system of each country is affected by different influential factors. As there is a 
very small possibility that influential factors of two countries will be equal, they can also be 
considered as generators of national specificities. The level of differences of each influential factor 
between countries implicates the intensity of accounting differences at the international level. The 
actuality of international accounting harmonization issues imposes the need of consideration and 
detailed examination of factors that influence the development and accounting system in one country. 
Considering the different classification of factors mentioned above, as well as factors which are 
extracted or specially emphasised in literature, some of them are described.  

 
JEL: M 41 

 
Key words: accounting system, influential factor, classification  
 
 

1. INTRODUCTION 
 
As a social science, accounting is affected by the environment in which it operates, but 

at the same time, it is one of the factors impacting on this same environment. This is a fact 
that points to the interdependency of accounting and its environment. A country’s accounting 
system is affected by a variety of historical, economic, socio – cultural, institutional, and other 
non – accounting factors, so it is highly unlikely for the influential factors of any two 
countries to be exactly the same. Therefore, it can be logically assumed that the factors 
affecting the development of a country’s accounting system are also the generators of special 
national traits and, thus, the generators of differences between accounting systems at the 
international level. After all, just as countries have different histories and political and legal 
order or even value systems, so will their accounting systems have more or less differing 
development and operating model.  

In the literature, affirming or refuting the importance of individual factors from the 
environment on the development of a country’s accounting system generally comes down to 
citing and describing impact factors, while few efforts have been made to quantifiably assert 
these factors or discern their interdependence that would account for the dissimilarities of 
accounting systems of countries based on the susceptibility of accounting to diverse business 
environments. 

Several comments on influential factors can be singled out from the literature. For 
example, Saudagaran (Saudagaran, 2004, 3 – 7) lists ten influential factors, while pointing out 
that this is not an exhaustive list, and that the intensity of differences in accounting at the 
international level depends upon the intensity of dissimilarities of individual factors between 
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countries. In this case, he lists the following factors that affect a country’s accounting 
development: 1) Type of capital market, 2) Financial reporting system, 3) Types of business 
entities, 4) Legislative system, 5) Application degree of legislation, 6) Inflation level, 7) 
Political and economic relations with other countries, 8) Status of the accounting profession, 
9) Existence of a conceptual framework, 10) Quality of education in accounting.  

In addition to the above, influential factors can also be classified as (Choi, Mueller, 
1992, 39 – 43): 1) Legal system, 2) Political system, 3) Nature of ownership, 4) Differences in 
the size and complexity of business entities, 5) Social climate, 6) Level of sophistication of 
administration and the financial community, 7) Level of legislative interference in the 
operations of entities, 8) Existence of specific accounting legislation, 9) Speed of business 
innovations, 10) Level of economic development, 11) Growth pattern of an economy, 12) 
Status of professional education and profession associations.  

Other factors of influence also mentioned in the literature include (Mueller, Gernon, 
Meek, 1987, 10 – 15) 1) Relationships between business entities and sources of capital, 2) 
Political and economic relations with other countries, 3) Legal system, 4) Level of inflation, 
5) Size and complexity of business entities, level of sophistication of business management 
and the financial community, and the general level of education.  

Finally, it is interesting to point out the claim that, notwithstanding all the frequently 
cited influential factors, five factors are all that are needed to explain how different reporting 
objectives are the cause of international differences in financial and accounting reporting. 
Basic models have been established in which the major influential factors are expressed as the 
following model variables: 1) A country’s culture, 2) Strength of the system of external 
sources of funding, 3) Types of business entities, 4) A country’s level of cultural 
independence, 5) Financial reporting system (Nobes, 1998, 177 – 180). 

Based on the above classification of influential factors, on factors that repeatedly 
appear in individual classifications, as well as on factors that certain authors particularly 
emphasise, several influential factors have been singled out and are explained in detail in the 
following section. That this paper focuses more on some factors and less on others results 
from the fact that the literature reviewed does not deal equally with all factors.   

 
2. CAPITAL MARKET  

 
The literature points to several factors affecting how an accounting system develops 

and is shaped that could be grouped under “capital market” as a common denominator1. 
Namely, although fundamentally different financing systems are involved, in this case the 
term “capital market” encompasses both the level of development of financial instruments and 
the globalisation level of a given capital market. 
Differences in financing systems  

Business entities within different accounting systems basically rely on earned capital; 
their external sources of funding, however, may differ. Therefore, depending on whether 
funds are raised by issuing securities or through credit loans from financial institutions, 
accounting systems can be characterised as those whose main source of funding is either the 
stock market (equity-oriented) (Saudagaran, 2004, 3) or a bank (debt-oriented) (Saudagaran, 
2004, 3)2. In such a context, a capital market, through its attributes, impacts on a country’s 
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2 Alike mentioned in the text, Zysman (1983) also distinguishes three types of financing systems: a) Systems 
based on capital markets where prices are determined at the competitive markets; b) Credit based systems where 



 

financial reporting system. This impact primarily depends on who are the investors or 
creditors (individuals, banks, a state), who are the information users and what are their 
information needs, as well as how many of them there are and what is their association to 
business entities. Namely, financial reports and the accounting information they hold are an 
indispensable and vital source of data on the performance of business entities regardless of the 
financing system and its attributes.  

For example, in countries whose businesses raise funds by issuing securities, investors 
see financial reports as a very important source of information about the performance of these 
businesses because investors have limited access to alternative sources of information. Hence 
reporting is directed towards and focused at their information need, regardless of whether they 
are investors in stocks or bonds, as countries with this type of system also have developed 
proprietary securities markets as well as debt securities markets. Because of the large number 
of stockholders and the impossibility of contacting each one individually, financial reports 
should be transparent and contain a sufficient amount of information to indicate how a 
business is performing. 

In systems in which the major sources of funding are banks' credits, with usually a few 
very powerful banks meeting most financial needs, financial reports are based on the 
information needs of creditors and are focused on their protection. The information needs of 
banks are often met through personal contacts and/or direct access to reports, which is the 
difference when compared to transparent financial reports mentioned above. In a way, 
exclusive access to information diminishes the need for developing a more open and 
informative reporting system. Although these business entities are also obliged to make public 
their financial reports, these reports differ in their scope of information from the ones 
previously mentioned. 
Level of development of capital markets  

In addition to the mode of funding, the level of development of capital markets also 
influences a country’s financial reporting. Briefly, in systems with developed securities 
markets, new and more complex financial instruments emerge that need to be covered and 
monitored in terms of accounting, causing changes to the contents of financial reports. 
Conversely, in systems in which long-term indebtedness with banks and simple financial 
instruments prevail, there is no need for frequent changes to the method of accounting 
coverage and monitoring to keep abreast of any possible financial innovations. 

With regard to the importance and strength of the capital market as an influential 
factor, it is necessary to mention the proposal for classifying countries according to their 
financing system and, concurrently, to their reporting system. This is a classification system 
that classifies countries with regard to the relation between prevailing sources of funding 
(securities or loans) and information users who have either unlimited (“insiders”) or limited 
(“outsiders”) access to information. In this context, “outsiders” (Nobes, 1998, 166) refers to 
those information users who are not board members and do not enjoy preferential treatment 
within a business. “Outsiders” include stockholders as individuals and some of the institutions 
or other business entities that engage in investment. Likewise, “insiders” (Nobes, 1998, 166) 
enjoy close-knit and long term-focused relationships with businesses in which they have 
invested, and this gives them an exclusive right to frequent and timely financial information. 
By placing the types of information users in relation to the sources of funding, four systems 
emerge within which countries can be classified3, as illustrated in Table 1.  

                                                                                                                                                         
companies are more reliant on grants credit. It usually means banks, whether under the influence of governments 
or not; and c) Credit based systems where financial institutions are dominant (according to Nobes, 1998, 166.) 
 
3  The purpose of classification, or classifying accounting systems into classes or clusters, is grouping of 
accounting systems according to common characteristics. The classification should determine and demonstrate 



 

 
Table 1 
 

Financing systems and financial – report users – Proposal for developing Zysman’s 
(1983) classification of financing systems according to Nobes (1998) 

 
 Loan-based 

financing system  
Securities-based 
financing system  

“Insiders” prevail, i.e. information users 
with unlimited access to information 

I III 

“Outsiders” prevail, i.e. information users 
with limited access to information 

II IV 

Source: Nobes, C.: Towards a General Model of the Reasons for International Differences in 
Financial Reporting, ABACUS, Vol.34, 1998, No. 2, p. 166. 
 

If we were to disregard the fact that in any country there probably exist more than just 
one of the systems observed (for example, a small family business will be funded through 
bank loans, and a large joint-stock company, by issuing stocks) and to assume, in theory, that 
in each country only one financing system prevails, then the major portion of countries would 
belong to Group I (prevalence of insiders, and loan – based funding) and to Group IV 
(prevalence of outsiders, and securities – based funding). Accordingly, the accounting 
systems of Group I countries will be more heavily focused on protecting creditors, while the 
accounting systems of Group IV countries will be characterised by reporting that focuses on 
the owners of securities. 
The level of globalisation of capital markets  

Finally, accounting systems and financial reporting systems are also influenced by a 
capital market’s level of globalisation, viewed in the context of foreign businesses entering 
domestic capital markets. If such business entities are from countries whose accounting 
system is characterised by high standards in drawing up and publishing financial reports, then 
they will exert a direct influence on raising the general level of financial reporting in the 
country they are entering. Likewise, a country’s financial reporting systems will not be 
influenced by businesses coming from countries in which high standards are not set for 
making and publishing financial reports. 

 
 

3. FINANCIAL REPORTING SYSTEM 
 
In explaining the preceding factor, we have explained its influence on financial 

reporting. On the other hand, considering a financial reporting system in the context of 
individual influential factor primarily implies the existence of singular or dual, that is, 
separate or joint reporting for business and taxation needs. In accounting systems in which 
rules are set based on individual decisions of precedence (Koletnik, 2001, 6)  (Anglo-Saxon 
countries), tax reports are independent of financial reports that are external – user oriented, 
and are drawn up autonomously and independently of tax regulations. It is different in 
countries whose accounting systems are based on Roman law (Austria, Germany), that is, 
where accounting rules are stipulated and fixed by a country’s regulations, thus leaving them 

                                                                                                                                                         
the main common attributes of accounting systems in clusters as well as characteristics which are crucial for 
their differentiation. Generally, classification is important for understanding and analysing significant facts and 
formulating relations between them.    
 



 

with little elasticity (Koletnik, 2001, 6). In this case, there is a single reporting system, with 
minor differences existing between reporting for tax purposes and reporting for business 
purposes.  In other words, the association or non – association of accounting reporting with 
tax and business purposes will impact on and determine the attributes of the financial 
reporting system itself. 
 

4. LEGAL SYSTEM 
 
The previously described influential factor implies an understanding of the legal 

system as a factor in how an accounting system is created and how it operates. The legal 
systems of most countries can be classified as systems marked by strict adherence to laws and 
regulations (Code law; legalistic; Roman law) (Saudagaran, 2004, 7; Mueller, Gernon, Meek, 
1987, 13; Choi, Mueller, 1992, 40; Buchanan, 2003, 66 – 67), or as systems in which 
common law (Common law; non – legalistic) is predominant (Saudagaran, 2004, 7; Mueller, 
Gernon, Meek, 1987, 13; Choi, Mueller, 1992, 40; Buchanan, 2003, 66 – 67). Hence, in the 
relevant literature, this factor is very frequently mentioned in the context of classifying 
accounting systems either under the Anglo-Saxon cluster or the Continental Europe cluster. 

Characteristic of an accounting system influenced by Roman law is the legalisation of 
accounting standards and procedures.   Prescribed by a country’s regulations, accounting rules 
are very detailed and comprehensive, leaving a very small margin for interpretation and no 
possibility for improvising. In this type of conservative and inadaptable system, the role of the 
accountant consists in literary applying prescribed and detailed legal requirements, with 
special emphasis on protecting creditors. 

Conversely, in accounting systems, which are under the influence of Anglo – Saxon 
rules and in which rules are set based on individual decisions, accounting rules and policies 
are set by professional organisations operating in the private sector. This type of legal system 
is more adaptable, more innovative and more topical than the system described above, and it 
focuses on transparent and timely financial reports, as well as on the information needs and 
protection of investors.  
 

5. POLITICAL SYSTEM, POLITICAL AND ECONOMIC RELATIONS AMONG 
COUNTRIES 

 
The political system as an influential factor is often mentioned in the literature under 

the term of colonial inheritance (Nobes, 1998, 170) and as such, it is considered a major 
influential factor of accounting systems and reporting systems alike. The impact of this factor 
is also evident through history, with invading countries imposing their political, as well as 
their accounting system on the countries they have conquered and colonised. It is also a fact 
that many countries, upon gaining independence, have continued to use the same political and 
accounting system even though it no longer suits their current needs and economic situation, 
whereas others have opted for a different political and accounting system4. The influence of a 
political system is reflected in the strong effect of other cultures on certain countries because 
of their size (small), low level of their development or their previous colonial status. 

                                                 
4  Just as an example, Commonwealth nations’ accounting systems are under great influence of British 
accounting system (Saudagaran, 2004, 8). In fact, the accounting system of almost every former British colony 
has its roots in British accounting model (Australia, New Zealand, Malaysia, Pakistan, India, and South Africa). 
The influence of Dutch accounting system is also evident in the Indonesian accounting, as well as German and 
French in their former colonies, or American accounting system influence to Canada, Mexico or Filipinas. 
(Mueller, Gernon, Meek, 1987, 12) 
 



 

The influence of economic relations among countries on developing and designing an 
accounting system is the result of developed international exchange. Accordingly, a country’s 
accounting system can be affected by the accounting system of another country because its 
geographical position makes it a neighbour, and also because the former represents a large 
export market for the latter, with many of its businesses going over to the other’s securities 
market (Canada and the U.S., for example).  
 

6. QUALITY OF ACCOUNTING EDUCATION AND THE STATUS OF THE 
ACCOUNTING PROFESSION 

 
In the literature, the quality of education in the field of accounting is often referred to 

as a factor in the development and design of an accounting system. Various authors agree that 
this factor, if lacking, can represent a constraining factor in accounting system development5. 
While the quality of accounting education is directly influenced by a society’s general level of 
knowledge, it is also affected by other factors such as the status of the accounting profession 
in a country, the level of economic development, economic relations with other countries, and 
so on. Accordingly, accounting will not be more than average in countries in which the 
general level of knowledge is low. Bringing in accountants from advanced countries or 
sending accounting professionals to advanced countries for education is not a perfect solution 
because advanced countries may not have or do not have the same accounting system as less 
developed countries. Also, advanced countries have a developed accounting system that is 
characteristic of large and complex businesses with complex accounting problems that can 
only be solved by highly qualified and skilled accounting professionals. Conversely, because 
smaller and simpler forms of business entities prevail in less developed and developing 
countries, the required level of accounting education and qualification is lower, and 
accounting is “primitive” (Mueller, Gernon, Meek, 1987, 15).   

Contrary to the reasoning that this factor impacts on the design and attributes of an 
accounting system, Nobes (1998) holds a different opinion. Calling upon the Doupnik – Salter 
(1995) (Nobes, 1998, 172) theoretical model explaining accounting differences, Nobes claims 
that a different level of accounting education is not a relevant factor in explaining differences 
because it can not be used to classify accounting systems. Accordingly, it could be viewed 
merely as an outcome of differences among accounting systems but not as the cause of these 
differences, and it could possibly serve in making comparisons between advanced and 
developing countries. Seen from this perspective, this factor could be considered within the 
framework of factors relating to a country’s level of economic development or to the tradition 
and strength of the accounting profession (Nobes, 1998, 172).  

Regardless of the fact that this factor is linked to other factors, we deem that it should 
be considered separately, nevertheless. Also perhaps, it is not completely correct to claim that 
accounting in less developed countries is “primitive”. In fact, if the accounting needs and 
information needs in these countries can be met by a lower level of development of the 
accounting system, this does not necessarily need to imply that the country’s accountants are 
less skilled but simply that the level of education in the field of accounting is the level 
required by the environment in which it operates. On the other hand, improvements to 
accounting education could impact on the environment and development of an accounting 

                                                 
5 More about the influence of quality of accounting education to accounting system can be found at: Mueller, 
G.G., Gernon, H., Meek, G.,: Accounting: An International Perspective, IRWIN, Homewood, Illinois, 1987, 15; 
Saudagaran, S.M.: International Accounting: A User Perspective, 2nd edition, Thomson South – Western, 
Australia, 2004, 11., and Choi, D.S.F., Mueller, G.G.: International Accounting, 2nd edition, Prentice – Hall, 
Englewood Cliffs, New Jersey, 1992, 43. 
 



 

system, and in turn on accounting requirements, and, indirectly, on the country itself (Černe, 
2007, 17).  

In addition to accounting education, the status of the accounting profession in a 
country can also be observed as a factor affecting the country’s accounting system, even 
though it is, at the same time, conditioned by some of the other influential factors. In 
countries whose legal systems are based on code law, the accounting profession is less 
important and is state-regulated, whereas in common-law countries, it is highly appreciated, 
self-regulating, and plays a major role in setting accounting and auditing standards, as well as 
in developing and promoting the profession itself. 

 
7. SIZE AND COMPLEXITY OF BUSINESS ENTERPRISES, FORMS OF BUSINESS 

OWNERSHIP 
 
In the literature, the influences of these factors are explained mostly together and in a 

very similar manner, based on the assumption that larger business enterprises also constitute 
systems that are more complex. According to one opinion, it is highly likely that the level of 
economic development a country has achieved will affect the number and size of business 
enterprises operating in that country (Saudagaran, 2004, 6). As this means that large business 
enterprises prevail in more developed countries, and small enterprises, in developing 
countries, the accounting system of developed countries with complex forms of business 
enterprises will differ from the accounting system of developing countries. The head offices 
of large and complex businesses producing and selling beyond the borders of their home 
country and generating profits greater than the gross domestic product of less developed 
countries, are generally located in developed countries. Accordingly, accounting and financial 
reporting will be more complex and demanding than in less developed and developing 
countries, whose economies are characterised by many smaller business enterprises with less 
complex operations and, in turn, with simpler accounting coverage and monitoring, as well as 
financial reporting. In other words, different accounting systems are generated. 

The size and complexity of business enterprises is an argument that has multiple 
implications in explaining accounting system differences. Namely, the accounting needs of 
large businesses that have several different production lines and a wide variety of products 
differ from the accounting needs of smaller enterprises producing, for example, only a single 
product. The information needs of multinational companies are different from the needs of 
large businesses that manufacture only for the home market, and they differ even more from 
the needs of small enterprises (Černe, 2007, 19). 

Although business entities' ownership, as an influential factor, is affected by other 
influential factors such as a country’s political system or its economic orientation, it should 
also be viewed separately in order to underline the impact of various business ownership 
forms resulting in different information needs, which in turn generate differences in 
accounting systems prevalent in the various forms of ownership. For example, the information 
needs and accounting requirements of stockholders differ from those of small, family-run 
business or enterprises in the majority ownership of states or banks. 
 

8. LEVEL OF INFLATION 
 
An economy’s level of inflation can also be considered in the context of its influence 

on a country’s accounting system, in particular because it affects the asset valuation method 
and because, in conditions of high inflation, it is essential to have an accounting system suited 
to inflationary conditions. For example, countries such as the U.S. or Great Britain 
(Saudagaran, 2004, 8) in which inflation levels are mostly under control apply the historical 



 

cost method for the needs of financial reporting. This method, however, cannot be fully 
applied in countries such as Bolivia or Mexico (Saudagaran, 2004, 8), which have had or do 
have a high rate of inflation; instead, these countries use different models that seek to reduce 
the impact of inflation on financial reporting to obtain relevant information. In other words, 
accounting for inflation is required, and is therefore more developed and pronounced in 
economies with high inflation levels, consequently leading to differences in accounting 
systems as a result of different inflation levels. Regardless of this, there are opinions that the 
level of inflation is not a crucial influential factor in elucidating the differences between 
accounting systems, although it could possibly be the cause for differences in accounting 
practices of those accounting system belonging to the same category (Nobes, 1998, 175). 
According to this perspective, a certain level of inflation will trigger a reaction in every 
accounting system, and procedures for accounting inflation will be applied. In this, it is 
crucial to know who will react and how: will it be the professional accountants or the state 
within the framework of the tax system (Černe, 2007, 20).  
 

9. APPLYING AND ENFORCING LEGISLATIVE REGULATIONS IN 
ACCOUNTING 

 
The accounting systems of countries differ not only by accounting regulations but also 

by the degree to which current accounting regulations are applied in practice. This factor can 
be viewed as being a continuation of the influence of the political and legal systems, as well 
as the way in which a country has set up its accounting regulations. Accordingly, deviations 
between accounting regulations and accounting practice in a country will depend upon its 
degree of application assistance and degree of application control, that is, upon its power of 
enforcement. For example, accounting practice will be strongly consistent with regulations in 
countries in which accounting regulations are widely controlled and rigorously enforced, but 
will be less consistent in countries in which there is no supervision over how accounting 
regulations are enforced in practice.  
 

10. ACHIEVED LEVEL OF ECONOMIC DEVELOPMENT 
 

The influence of the achieved level of economic development on an accounting system 
is also evident in some of the influential factors depicted above. Undoubtedly, the 
development of an accounting system is conditioned by a country’s economic development, 
that is, by the level of economic development it has reached. Considering that most of the 
world can be divided into the rich and the poor, countries can also be divided as “accounting 
“have” and “have nots” nations” (Mueller, Gernon, Meek, 1987, 15). In addition to a 
powerful economy, developed countries are also marked by a diversity of economic – and, in 
turn, financial – activities. Stockholders prevail in the ownership structure of capital; 
securities markets are present and operating.  Earlier it was mentioned, when explaining the 
influence of the size and complexity of business enterprises, that a country’s level of 
economic development also affects these attributes. Hence, it follows that large and complex 
business enterprises whose operations exceed national boundaries are the prevailing form in 
developed countries, and that management is highly developed in terms of the application of 
complex techniques, tools and decision-making procedures. Also, the currencies of developed 
countries are more stable, and their inflation rate is lower in comparison to developing 
countries On the other hand, the influence of the state is evident in developing and less 
developed countries, in particular, regarding the contents and form of financial reporting, 
accounting periods, and the way profit is determined and costs are accounted. Their financing 
systems are not developed relative to the systems of developed countries, and are marked by a 



 

large number of constantly growing bank loans and a failure to develop other financial 
instruments. Securities markets either do not exist or are poorly developed. Also, accounting 
education in some developing countries is influenced by the educational system of the 
advanced countries whose colonies they once were, and whose accounting knowledge they 
have accepted and whose practice they follow. Such countries are also marked by rather 
strong nationalism, with political leadership ranging from pragmatic and fairly stable in some 
countries to unstable in others (Benson, 1981, 88).  

Finally, it could be said that the achieved level of economic development is a factor 
from which several influential factors can be derived, and that an accounting system then 
develops and is improved in dependence of circumstances, that it, as it is adjusted to 
circumstances in the environment. Hence, it is logical to assume that the accounting system of 
a less developed or developing country will reflect the (less developed) environment in which 
it operates. 

Nevertheless, besides opinions that a country’s accounting system will begin to 
develop when the factors that influence this system are developed, some authors contend that 
it is the lack of expertise and legislation within the accounting system of developing countries 
that is holding back their potential economic growth and development (Mueller, Gernon, 
Meek, 1987, 15).  Regardless of this, our opinion is that concurrent efforts should be made to 
develop both the accounting system as well as the factors that influence it, and that such 
interdependent action will help towards improving an accounting system and its environment. 
Concerning the influence of economic development, the literature also makes mention of the 
growth pattern of an economy (Choi, Mueller, 1992, 43), asserting the difference between 
growing, stable or lagging economies, and the different political and economic circumstances 
that affect them.  
 

11. CULTURE 
 
In addition to knowing a country’s legal, political or financing system, it is also 

necessary to know something about its culture in order to better understand the country’s 
differences and its accounting practice. Even when financial reports are comprehensible to 
users with regard to language, monetary unit or the accounting principles applied, culture 
should be considered as a factor that affects the development of an accounting system. The 
assertion that culture is interrelated with the environment and that it is, at the same time, 
affected by other influential factors is the likely reason of its rarely mentioning in the 
literature as an influential factor. Nonetheless, the influence of culture is considered and 
mentioned in several articles and studies6. Especially interesting is the theory that links some 
of the structural elements or dimensions of culture7 (Gray, 1998) to accounting values8 and 

                                                 
6 Some of them are:  
� D' Arcy, A.: Accounting classification and the international harmonisation debate – an empirical 

investigation, Accounting, Organizations and Society, Elsevier Science Ltd,  26 (2001);  
� Nobes, C.: Towards a General Model of the Reasons for International Differences in Financial Reporting, 

ABACUS, Vol.34, 1998., No. 2. 
� Salter, S.B., Niswander F.: Cultural Influence on the Development of Accounting Systems Internationally: 

A Test of Gray)´s (1988) Theory, Journal of International Business Studies, Palgrave Macmillian Journals, 
Vol. 26, 1995, No. 2. 

� Schultz, J.J.Jr, Lopez, T.J.: The impact of national influence on accounting estimates: Implications for 
international accounting standard – setters, The International Journal of Accounting, University of 
Illinonis, Illinois, 36 (2001). 

7  1) Individualism versus Collectivism, 2) Large versus Small Power Distance, 3) Strong versus Weak 
Uncertainty Avoidance, 4) Masculinity versus Femininity (Salter, Niswander, 1995) 
8  1) Professionalism versus Statutory Control, 2) Uniformity versus Flexibility, 3) Conservatism versus 
Optimism, 4) Secrecy versus Transparency (Gray, 1998, 8; Salter, Niswander, 1995, 382) 



 

systems (Gray, 1998), and the testing of hypotheses formulated by this theory (Salter, 
Niswander, 1995). Among other things, the justification of considering culture as a criterion 
in classifying national accounting systems is analysed (D'Arcy, 2001).  

Contrary to the model mentioned, there is the opinion that culture is not primarily an 
influential factor because the use of cultural variables opens up new questions and because the 
way in which culture may possibly influence an accounting system is not completely obvious 
(Nobes, 1998).  

Nevertheless, we are of the opinion that culture can be seen as a factor that indirectly 
affects those factors whose influences are more direct, such as capital markets or financing 
systems. The influence of culture may also help in studying the differences in the behaviour 
of accountants in decision-making or the behaviour of auditors. Also, the influence of culture 
could be linked to the earlier mentioned political system or colonial heritage as influential 
factors in countries that were once colonies (Černe, 2007, 29). Schultz and Lopez (2001, 276) 
consider that cultural differences have a crucial role in developing accounting systems, in 
particular, in how accountants make personal judgements regarding evaluation and disclosure. 
The results of their study that takes into account cultural elements have shown that given 
similar principles, the judgement of accountants in different countries will vary9). 
 

12. CONCLUSION 
 

The diversity of accounting systems' models of development and functioning is the 
result of the diversity of business environments around the world. The fact is that accounting, 
as a social science, is interrelated with its environment and, therefore, exceptionally 
susceptible to influences from this environment, with the similarities and differences in 
business environments being manifested in the similarities and differences of accounting 
systems. 

The relevant literature lists and describes the individual influential factors, seeking in 
this way to justify or refute their effects, rather than to quantifiably prove their influence, or to 
look for interdependence, for the purpose of explaining the differences in the accounting 
systems of countries. The intensity of accounting differences at the international level will 
also depend upon the intensity of dissimilarity of influential factors among countries. Because 
international accounting harmonisation continues to be a live issue, with its advantages and 
disadvantages frequently pointed out, it is necessary to consider and study in depth the factors 
that affect a country’s accounting system development and model. Taking into account the 
different classifications of these factors, and the factors that are singled out or underlined in 
most classifications, this paper has selected and briefly explained several influential factors. 
The reason that more space has been given to some factors and less to others lies in the fact 
that these factors are not dealt with uniformly in the literature reviewed. 

 While certain factors may be viewed as being independent or as not being affected by 
other factors, for the majority of factors listed, it is possible to find or to assume 
interdependence with other factors. For example, a country’s political system or level of 
economic development will affect its accounting system for a number of reasons, and, among 
other things, it will also impact on the size and complexity of businesses enterprises, the level 
of inflation, the financing system and on other factors that can, too, be viewed independently, 
and which will, in turn, influence the sophistication of management, the status of the 
accounting profession and so on. In other words, without an in-depth analysis, neither is it 
easy nor, considering the classifications represented in the literature, possible to explicitly 

                                                                                                                                                         
 
9 The countries considered are Germany, France and USA. 
 



 

state with certainty which factors are independent, and which factors, of equally strong 
influence, have resulted from these independent factors. 

Among the factors that stand out for the force of their influence is the capital market, 
not only in the context of different financing systems, but also in terms of the level of 
development and globalisation of the capital market, from which follow differences in 
financial reporting. Also, the legal and political system, as well as political and economic ties 
and relations among countries are mentioned in almost every classification of influential 
factors in the literature. The achieved level of economic development is often described as an 
independent factor that affects a number of other influential factors such as the quality of 
accounting education and the status of the accounting profession; the size, complexity and 
ownership forms of business enterprises; as well as an economy’s level of inflation. Finally, 
we are of the opinion that it is also necessary to take culture, as a factor that directly or 
indirectly affects an accounting system, into consideration. 

It is also necessary to reflect on and explain the fact that, in most of the relevant 
literature reviewed, mention is made of countries, not of the accounting systems of individual 
countries, and that the use of the term “accounting system” is based on the assumption that 
one accounting system is the equivalent for the accounting of one country. Nonetheless, there 
is a consideration in the literature (Nobes, 1998), to which we are inclined, according to 
which more than one accounting system can be present in a country, making it necessary to 
establish that a specific business entity in a specific country is using a specific accounting 
system. Finally, the importance of an influential factor is also underlined with regard to the 
possibility of classifying accounting systems in clusters based on an individual factor as the 
basic criterion. In this case, different accounting systems would be classified, while the 
business enterprises of a given country would be grouped within a number of clusters. 
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UTJECAJNI Č IMBENICI RAZVITKA  
RAČUNOVODSTVENOG SUSTAVA POJEDINE ZEMLJE 

 
SAŽETAK 

 
Računovodstveni sustav pojedine zemlje pod utjecajem je različitih utjecajnih čimbenika. 

Vjerojatnost da će utjecajni čimbenici bilo koje dvije zemlje biti jednaki vrlo je mala, stoga se isti 
mogu promatrati kao generatori nacionalnih posebnosti. O intenzitetu različitosti pojedinog 
utjecajnog čimbenika izmeñu zemalja ovisit će i intenzitet računovodstvenih razlika na meñunarodnoj 
razini. Upravo je zbog aktualnosti teme meñunarodne računovodstvene harmonizacije neophodno 
razmotriti i detaljnije proučiti čimbenike koji utječu na razvoj i model računovodstvenog sustava 
pojedine zemlje. Uzimajući u obzir različite klasifikacije spomenutih čimbenika, kao i čimbenike koji 
se u većini klasifikacija izdvajaju ili posebno naglašavaju, izdvojeno je i  objašnjeno nekoliko 
utjecajnih čimbenika. 

 
JEL: M 41 

 
Ključne riječi: računovodstveni sustav, utjecajni čimbenik, klasifikacija  
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ABSTRACT 
 

The paper considers sustainable development in the context of tourism and hospitality practice. The 
important role that buildings and hotels have in reducing the negative impact on the environment, 
through implementation of sustainability is highlighted. Sustainable hotels that are designed, 
constructed, and operated sustainably, use energy, water, materials, and land much more efficiently 
and effectively than hotel buildings that are simply built to code. Most major chains like Marriott and 
Hilton are looking for ways to integrate green into their hotels. Although there are upfront costs 
associated with becoming an sustainable property, the case studies described in the paper show how 
many changes will pay for themselves in short time. Green practices have high environmental 
performances but the hotels are adopting it primarily for financial reasons. Differently from 
international practice sustainable building practice is poorly applied during a life cycle of hotels in 
Croatia. Conclusions about the achieved  level of sustainable building  developmentand in the 
Republic of Croatia, with proposals for further development, are based on the results of extensive 
research in tourism carried out in 2008, on a representative sample, and using relevant scientific 
instruments. 
 
JEL: Q5 
 
Key words: Sustainable building, sustainable hotel, sustainable practice, tourism, environment, 
greenhouse gases, global warming, energy, cost, benefit 
 
 
 
 

1. INTRODUCTION 
 
Since the climate change and environmental problems were acknowledged at the Earth 
Summit in Rio de Janeiro in 19921, governments realized that something must be done. 
Climate change is a human-induced process of global warming, largely resulting from the 
emission of greenhouse gases. The environmental and economic risks of the magnitude of 

                                                 
* M.Sc., persici@yahoo.com 
1 The United Nations Conference on Environment and Development, also known as the Rio Summit, Earth 
Summit was a major United Nations conference, where more than 100 heads of state met in Rio de Janeiro, 
Brazil. It was the first international Earth Summit convened to address urgent problems of environmental 
protection and socio-economic development. An important achievement was an agreement on the Climate 
Change Convention which in turn led to the Kyoto Protocol. http://www.un.org/geninfo/bp/enviro.html 
Članak primljen u uredništvo: 1.03.2009. 



 

climate change projected for the 21st century are considerable and have featured prominently 
in recent international policy debates. The IPPC2 concluded with very high confidence that 
climate change would impede the ability of many nations to achieve sustainable development 
by mid-century. The Stern Review on the economics of Climate Change found that the costs 
of taking action to reduce greenhouse gas emissions (GHG) now, are much smaller than the 
cost of economic and social disruption from unmitigated climate change3. 
 
 
Figure 1    

The Greenhouse Effect 
 

 
 

Source:commons.wikimedia.org/wiki/File: The_green_house_effect.svg  

 
 
Tourism is one of the leading growth sectors of the global and Croatian economy. With its 
close connection to the environment and climate itself, tourism is considered to be a highly 
climate-sensitive sector. The regional manifestations of climate change will be highly relevant 
for tourism destinations and tourists. At the same time, tourism is a non-negligible contributor 
to climate change through greenhouse gases (GHG)4 emission derived especially from the 
transport and accomodation of tourists.  
The concern of the tourism community regarding the challenge of climate change has visibly 
increased over the last few years. In 2008 the United Nations World Tourism Organization 

                                                 
2 The Intergovernmental Panel on Climate Change (IPCC) is a scientific intergovernmental body set up by the 
World Meteorological Organization (WMO) and by the United Nations Environment Programme (UNEP) with 
the scope to provide the decision-makers and others interested in climate change with an objective source of 
information about climate change. 
3 There is now clear scientific evidence that emissions from economic activity, particularly the burning of fossil 
fuels for energy, are causing changes to the Earth's climate, but „The Stern report“ (The Stern Review on the 
Economics of Climate Change is a 700-page report released in 2006, by economist Lord Nicholas Stern, Head of 
the UK Government Economic Service, and a former Chief Economist of the World Bank), shows with clarity, 
while allowing fully for all the uncertainties, what global warming is going to mean; and what can and should be 
done to reduce it. It provides numbers for the economic impact, and for the necessary economic policies. Full 
text available: http://www.hm-treasury.gov.uk/stern_review_report.htm   
4 Greenhouse gases (GHG) are gases in the atmosphere that absorb and emit radiations. This process is the 
fundamental cause of the greenhouse effect. Most greenhouse gases have sources from both the ecosystem and 
from human anthropogenic activities. Due to elevated greenhouse gas levels, there was a discernible influence on 
many physical and biological systems. Projected changes in several climate factors, including atmospheric 
carbon dioxide (CO2), are projected to impact various issues such as freshwater resources, industry, food and 
health. The main sources of greenhouse gases due to human activity are burning of fossil fuels and deforestation. 



 

(UNWTO) reported that estimated emissions from the tourism sector, as we see from the 
following graph, represent 5% of total world emissions5. 
 
 
Table 1  
 

Emissions from tourism sector 
 

 Tourism Sub-sector CO2 in Mt Share in % 
 Air transport 151 40 
 Car 420 32 
 Other transport 45 3 
 Accomodation 274 21 
 Other activities 48 4 
 Total tourism 1.302 100 
 Total world according to 
IPCC 2007 26.400  
 Share of emissions from tourism in total world                           
5% 

 
Source: UNWTO-UNEP (2008) 

 
The building sector, including hotels, accounts for more than 40% of the final energy demand 
worldwide, consuming huge amounts of resources and generating tons of waste. 40% of 
global greenhouse gas emissions are coming from the construction, operation, maintenance 
and demolition of buildings. In order to meet the needs of present generations, conventional 
methods of construction have brought into question the needs of future generations6 so in 
recent years, the sustainable building movement7 began to gain attention and momentum, 
starting with institutional and commercial development and, more recently, with hospitality 
development8.  
 
 
 
Graph 1 
 

                                                 
5 Prepared using data from Climate Change and Tourism: Responding to Global Challenges, UNWTO 2008 
available at: http://www.hospitalitynet.org/file/152003423.pdf  
6 The source of this definition comes from the quite well known Brundtland report and often cited «Sustainable 
development is development that meets the needs of the present without compromising the ability of future 
generations to meet their own needs». 
7 The green building movement has its roots in the energy crisis of the 1970s and the creative approaches to 
saving energy that came with it. Today, Sustainable or Green buildings are designed to: Efficiently use energy, 
water, and other resources; Protect occupant health and improve employee productivity; Reduce waste, pollution 
and environmental degradation. 
8 Over the last decade, the movement towards ecologically sound tourism has swept across the globe and the 
practices being implemented are diverse. Hotel companies are being prompted by rising energy costs, 
government pressure, consumer expectations and the competitive landscape to increasingly make sustainability a 
top priority. 



 

Current and projected emissions from tourism 
 

 
 

Source: UNWTO-UNEP (2008) 
 
 

Graph 2 
 

Energy demand by sectors in Croatia 
 

 
Source: EIHP 

 
Sustainable hotels are hotels that are designed, constructed, and operated sustainably. To 
obtain the benefits of green building it is necessary that the hotel is sustainable during its 
entire life cycle9. 
 

                                                 
9 Life Cycle of Building or Whole Life Cycle of Building is considering the course of its entire life  from «cradle 
to grave» (design, installation, commissioning, operation and demolition). 
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Building Life Cycle 
 

 

 
Source: EMSD  Hong Kong 

 
Through the life cycle sustainable aproach, sustainable hotels capitalize on the opportunity to 
enhance efficiency in the hotel market, a market that traditionally has not been concerned with 
its environmental impact.  
In December 2008, EU leaders reached agreement over an «energy and climate package» to 
deliver the ambitious objective of reducing greenhouse-gas emissions by 20%,  increase 
energy efficiency by 20% and 20% of renewable energy in overall EU energy consumption by 
202010. Croatia is looking forward to join the EU and the Croatian building sector must start, 
as soon as possible, to prepare for an integrated EU energy and climate change policy. 
Tourism, as one of the leading Croatian economic branches, can greatly reduce the negative 
impact that it has on the environment, through implementation of sustainability in their every 
segment, especially in the construction and operation of hotel facilities.  

 
 

2. SUSTAINABLE HOTELS 
 
A decade ago, the term «eco-friendly accommodation» usually meant a chilly mountain 
lodge, eating vegetables from the owner’s garden and recycling trash before hitting the nearby 
nature trails. Now the term is increasingly becoming compatible with both «luxury» and 
«cities», as more chain and boutique hotels, with views of skyscrapers not trees, incorporate 
sustainable green practices into their policies.  
 

                                                 
10 Energy and Climate Change package is an agreement adopted on 17 December 2008, by the European 
Parliament, on the ambitious objectives to reach by 2020. Full text adopted  available at: 
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=20081217&secondRef=TOC&language=E
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Figure 3 
 

Sustainable hotels 
 

               

 
Source: www.dubaihotel.ws/; www.atkinsdesign.com/html/projects_hotels_songhotel.htm 

 
 
Sustainable hotels11 are designed, constructed, and operated sustainably. They use energy, 
water, materials, and land much more efficiently and effectively than hotel buildings that are 
simply built to code. Sustainable hotel developers and managers create healthier working and 
resting environments with more natural light and cleaner air. These buildings improve 
occupant health, comfort, and productivity12. When developers build in an environmentally 
sustainable manner, they increase profit margins and create a differentiated product that is 
increasing in demand.  
 

 
3. THE COST AND BENEFITS OF SUSTAINABLE HOTELS 

 
Sustainable hotels generally incur a «green premium13» above the costs of standard hotels. 
They also provide an array of financial and environmental benefits that conventional hotels do 
not. The world practice is showing that it is very important that principles of sustainability are 
applied in an early phase of a building planing. The earlier the decision is made lower will be 
the costs of green14. To obtain the benefits of green building it is necessary that the hotel is 
sustainable during its entire life cycle.  

                                                 
11 Sustainable hotels follow the concept of sustainable buildinsg and are designed to reduce the overall impact of 
the environment.  
12 Sustainable hotels create financial benefits through lower energy, waste disposal, and water costs, lower 
operations and maintenance costs, and savings from increased productivity and better health. Those benefits 
range from being fairly predictable(energy, waste and water savings) to relatively uncertain (productivity/health 
benefit)  
13 The «green premium» is a difference between sustainable/green building and conventional building costs. In 
other words it is an extra initial upfront investment to support green design. Therefore, a meaningful assessment 
of the cost of building green requires a comparison of conventional and green design for the same building.  
14 It is widely proven that the costs of green will be lower if the sustainable design is planned from the beginning 
of the project, because leter changes are very expensive.  



 

Many owners and developers believe that a sustainable hotel costs at least 10% more than a 
conventional hotel. Although they realize that energy savings alone may recoup this 
differential in five to ten years, they resist the additional up-front cost. The up-front costs are 
comparable and the energy savings, as well as other factors, is pure profit, year after year for 
the life of the project.  
If we consider the cost of a typical new hotel, 20% of the total project cost is the expense of 
acquiring the land. Approximately 55% is the «hard cost» of construction, and the remaining 
25% are «soft costs» 15. Assuming that at least one half of the hard cost goes for excavation, 
foundations, and superstructure, only 27.5% of the total cost (one-half of 55%) goes into the 
building’s «skin», mechanical equipment and building materials. Even if these items cost 10% 
more up front, 10% of 27.5% represents a premium of 2.75% over the total cost16. 
The financial analysis of sustainable buildings finds that an initial investment of 0-2% of 
construction costs yields to savings of over ten times the initial investment, over a 20 years 
life cycle17. As USGBC reported in 2007 the premium cost for Leadership in Energy and 
Environmental Design (LEED) -certified projects, decline as people gain more experience. 
Any premium in costs is typically recovered through rebates, incentives and long-term cost 
savings. LEED-certified buildings typically save: 18 
30 to 50 % in energy usage, 
35 % in carbon emissions, 
40 % in water consumption, 
70 % in solid waste. 
 
Energy Star19 puts the energy savings into terms hoteliers understand. Using the USGBC’s 
figures, with a 30 to 50 % energy savings, a limited service hotel would achieve hard 
economic savings which would be the equivalent of increasing average daily rate (ADR) by 
$1.80 to $3.00, and a full service hotel would have the equivalent benefit of increasing ADR 
by $4.00 to $6.75. 
With predicted shortage of energy, water and sites for waste disposal, these savings will only 
become more dramatic, and that will be pushed along by various legislative initiatives now 
pending or already adopted in many states. The hotels featured in this paper were selected 
because their cases successfully demonstrate high performance construction and operation. 
 

                                                 
15 Building Life Cycle Costs are devided in two parts: first/initial costs and operational and maintanance costs. 
The first/initial costs itself are devided in «soft costs» and «hard costs». The «soft costs» include design and 
consulting and  «hard costs» the construction work.For more information see:  Matthiessen, L., Morris, P., 
Costing Green: A Comprehensive Cost Database and Budgeting Methodology, Langdon, 2004, available at: 
http://www.usgbc.org/Docs/Resources/Cost_of_Green  
16 See: http://www.hotelexecutive.com/bus_rev/ 
17 Although Kats report «The Costs and Financial Benefits of Green Building» was written with specific regard 
to California state buildings, datas are general in scope, and conclusions are broadly applicable to other types of 
buildings and sectors. 
18 The Leadership in Energy and Environmental Design (LEED) Green Building Rating System, developed by 
the U.S. Green Building Council (USGBC) provides a suite of standards for environmentally sustainable 
construction and encourages and accelerates global adoption of sustainable green building and development 
practices through the creation and implementation of universally understood and accepted tools and performance 
criteria: http://www.usgbc.org/ 
19 Energy Star is an international standard for energy efficient products. Devices carrying the Energy Star logo, 
save 20%-30% on average: http://www.energystar.gov/ 
 



 

 
4. SUSTAINABLE HOTEL BEST PRACTICE 

 
Accor, Carlson, Fairmont, Four Seasons, Hilton, InterContinental, Marriott, Rezidor SAS, 
Starwood Hotels & Resorts Worldwide Inc., TAJ Hotels Resorts and Palace and many others 
actively supported the development of sustainable practice in hotels. Most major chains are 
looking for ways to integrate green into their hotels. Some of the biggest strides to green are 
occurring at the property level. Although there are upfront costs associated with becoming an 
ecologically friendly property, many changes will pay for themselves in short time. Those 
savings then add up on the asset side of the balance sheet. The hotels adopting green practices 
are doing it primarily for financial reasons. 
Fairmont Hotels & Resorts Inc. (FHR) is one of North America’s leading owner/operators of 
luxury hotels and resorts. FHR’s portfolio consists of 81 luxury and first class properties with 
over 32 000 rooms. In 1990, the Fairmont Green Partnership created a template for 
sustainable best practices in the hospitality industry. The programme focuses on 
improvements in the areas of waste management, energy and water conservation. 
The FHR energy bills exceed $43 million every year. Electricity makes up the biggest share 
of the hotel chain’s huge energy bill, costing more than $29 million annually. Natural gas, 
water, propane, steam and kitchen fuel make up the remainder. 
In order to decrease operating costs and reduce GHG emissions Fairmont has implemented a 
variety of measures in hotel facilities during the years. Delta Toronto Airport West (formerly 
known as Four Points by Sheraton Toronto Airport) is a 296 rooms property where $700.000 
investment in energy upgrades were done, and resulted in annual savings of $200.000. Many 
of these savings stemmed from improvements in the lighting fixtures of the guest rooms, 
parking garages and boiler rooms.  
The $600.000 energy efficiency program, in the 18 year old Delta Toronto East hotel resulted 
in $110.000 annual savings. The Fairmont Banff Springs investing $600.000 in green 
technologies saves more than $315.000 annualy. Fairmont is recognized, by various 
international organizations, to be the best example of sustainable tourism practices and a 
model of corporate social responsibility within the hospitality industry20. Radisson SAS 
Edinburgh switched to energy-efficient lights at a cost of $2,307, and first year savings were 
$27,889. 
For over 12 years Hilton International has been a pioneer in moving towards environmental 
sustainability. In the year 2000 alone, Hilton saved nearly $2.5 million in energy costs. 
Savings of 43 million kWh of electricity per year resulted in large CO2 emission reductions 
and environmental benefits. 

 
Figure 7 
 

 Hilton We Care! Environmental Program 
 

 

                                                 
20 For more information see: http://www.fairmont.com/EN_FA/AboutFairmont/ 



 

 
Source: www.hiltonwecare.com 

 
 
Hilton’s sustainability initiative «We care» was launched in 2006 and focuses on encouraging 
hotels to compete with each other to conserve energy. The initiative has also resulted in 
savings of more than $9 million in two years21. 
Hilton Hotels reported in May 2008 that it has delivered energy savings of more than 10 % in 
2007 across more than 80 hotels in Europe, as well as cutting water consumption by 10% over 
the last two years. Through the introduction of carbon-free electricity at its facilities in the 
U.K. and Ireland, Hilton reduced CO2 emissions in participating Hilton hotels by more than 
64,000 tons, or 56 % of its carbon footprint.  
Hilton Hotels sustainability targets to reach by 2014 include: 22  
Reducing energy consumption from direct operations by 20 %, 
Reducing CO2 emissions by 20 %, 
Reducing output of waste by 20 %, 
Reducing water consumption by 10 %. 
 
Marriott International, with more than 2,600 lodging properties developed an extensive 
Energy Conservation Program, to monitor Marriott's carbon footprint of 3 million metric tons 
of CO2 emissions annually, and to ensure that accurate measurement would lead to realistic 
goal-setting. This approach contributed to Marriott savings of $4.5 million annually. The Inn 
& Conference Center by Marriott, at the University of Meryland, Washington D.C., has been 
designated the first sustainable hotel and conference center in the U.S. by acquiring the LEED 
Certificate23. 
 
 
Figure 8  
 

Marriott sustainable hotels 
 

             
 

Source: www.marriott.com 

                                                 
21 For more information see the Hilton environmental program We Care at: http://www.hiltonwecare.com/ 
22 http://www.hiltonwecare.com/ 
23 For more information see: http://www.marriott.com/marriott.mi?page=green_LEED, 
http://www.marriott.com/marriott.mi?page=green_stories 
http://www.hotel-online.com/News/PR2008_3rd/Jul08_MARMeetings.html 



 

 
Proximity Hotel in North Carolina, is the first US hotel to achieve LEED Platinum24. The 
Proximity proves that green building and luxury are not mutually exclusive. 46% of the 
materials in the building were sourced regionally. The well insulated Proximity hotel, with 
operable windows reduce heating and cooling needs. Regenerative-drive elevators generate 
electricity as they descend, providing much of the energy needed for the ascent. Overall, the 
hotel uses 39% less energy than similar hotels constructed to code.  
 
Figure 9 

 
Solar Panels that heat 60% of Proximity Hotel hot water 

 

 
 

Source: www.proximityhotel.com/green.htm  

 
The hotel also uses 34% less water than a comparable building. Solar thermal panels on the 
roof provide 60% of the hotel's water heating needs. The «green premium» added to the 
budget was between $1.5 and $2.0 million, but reduced first costs through smaller chillers and 
efficient use of materials. Including tax credits, operating savings, and increased revenues due 
to customer demand, the overall payback for the additional first costs is under four years. 
 
 

5. SUSTAINABLE PRACTICE IN CROATIAN HOTELS 
 
A survey carried out in 2008, among 10% of hotels throughout Croatia25, with the intent to 
identify the level of sustainable practice used during the entire life cycle of Croatian hotels 
showed that Croatian hotel managers lack of knowledge about basic sustainable building 
methods and costs/benefits26. There is a perception among managers that «green» does not 
have an economically attractive payback. Actually 74% think that sustainable practice can't 
influence the life cycle costs of hotels. 

                                                 
24 For more information see: http://www.proximityhotel.com/green.htm 
25 For more information see: Peršić-Živadinov, I., The Economic benefits of sustainable building in tourism, 
Masters Thesis, FTHM, Opatija, 2008 (The research was divided in six parts which together represent an 
integrated sustainable approach: Construction, reconstruction and renovation of hotels; Reduction, reuse and 
recycling of waste; Energy efficiency and maintenance; Hotel environment and water efficiency; Dangerous and 
poison substances; Purchasing policies.)  
26 The managers in high category hotels (4/5 stars), in contrast to lower category hotels (2/3 stars) are more 
familiar with the subject, but not enough 



 

The conducted research indicates that the principles of sustainability are poorly applied, reuse 
or recycling of waste is practiced only when there are state incentives27, energy efficiency is 
practiced but not enough and renewable sources of energy are not used28. Similar results are 
found for water efficiency29, use of hazardous and toxic substances30 and purchasing policies. 
In order to be ready for joining the EU an for an integrated EU energy and climate change 
policy31, Croatia will have, in a very short time, to properly approach the changes in Croatian 
hotel industry and construction practice in general. 
The level of tourism offer is becoming higher, and the hotel system more complicated and 
demanding. With higher standards of hotels the higher are the needs for energy, natural 
resources and the amount of waste generated. Because of a lack in finances in the Croatian 
hotel sector, major changes toward sustainable hotel practice can't be done overnight, but it is 
important to encourage sustainable buildings through state incentives and education about the 
real costs and benefits of green building. 
 
 

6. CONCLUSION 
 
Integrating sustainable building practice into the construction and operation of hotels is a 
solid financial and environmental investment. Minimal increase in upfront costs of 0-2% to 
support green design will result in life cycle savings of 20% of total construction costs.  
Sustainable building practice and environmental programs are important for the environment 
and are saving hotels money. By running an environmentally responsible operation with cost-
effective procedures and facility improvements, hotels can demonstrate leadership in 
ecological sustainability and enhance competitiveness. The benefits of a green hotel program 
include lower operating costs, increased customer and employee satisfaction, reduced 
environmental impact and increased marketability as an environmentally friendly business. 
The needs of contemporary tourism are becoming more demanding and in order to meet the 
higher standards of hotels it is necesarry to use huge amounts of natural non renewable 
resources and crate tons of waste. The idea of starting a green program may be intimidating 
but the time to start is now, before there’s regulation. The hospitality sector leaders case 
studies successfully demonstrate high performance construction and operation. 
Tourism, as one of the leading Croatian economic branches, can greatly reduce the negative 
impact that it has on the environment, through implementation of sustainability in their every 

                                                 
27 The reuse of non consumed goods like soaps and toiletries, non served food and old linens is not practiced and 
these goods are not donated to local shelters or charity institutions. Hotels have recycling programs in back of 
house but not in rooms and common areas. 
28 The energy audit has shown that 92% of hotels have combined systems for DHW and heating. None of the 
analyzed hotels use renewable energy sources. Only 4/5 stars hotels use efficient HVAC and lighting system that 
consider part load conditions and utility interface requirements. Energy efficient lamps are not used enough. 
Monitoring of air temperature and quality is not practiced in 95% of cases. Energy efficiency SPP doesn't exist. 
29 Water efficiency is not incorporated in construction specifications in Croatia so capture of gray water and its 
use for irrigation or for flush down toilets is not practiced. On-site storm water capture is also not practiced. 
Efficiency of potable water use, through better technology such as low/flow fixtures, is not common in lower 
category hotels, while in 4/5 stars hotels it is practiced in 15% of cases. 
30 Dangerous and toxic substances are not sustainable and shall be replaced with less hazardous alternatives. 
Unfortunately, Croatian hotels don't pay enough attention to that.  The drains are not plumbed and regular 
checking for chemical leak is not performed. This situation represents a threat for water pollution. 
31 See EU Energy and Climate Change package, avail. at: http://www.europarl.europa.eu/sides/get 
Doc.do?type=TA&reference=20081217&secondRef=TOC&language=EN 



 

segment, especially in the construction and operation of hotel facilities, otherwise future costs 
of pollution will exceed earnings from tourism. 
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UTJECAJ ODRŽIVIH HOTELA NA OKOLIŠ I EKONOMIJU 
 

SAŽETAK 
 
Tema članka je održivi razvitak u turizmu i hotelijerstvu, s posebnim naglaskom na ulogu koju treba 
posvetiti održivoj gradnji hotela, a radi smanjenja negativnog utjecaja na okoliš. Hoteli dizajnirani i 
grañeni prema načelima održivog razovja, su tijekom poslovanja mnogo efikasniji u korištenju 
zemljišta, energije, vode i materijala za održavane u odnosu na hotele grañene klasičnim pristupom. 
To potvrñuje i većina velikih hotelskih lanaca (poput Hilton-a i Marriott-a), koji prakticiraju primjenu 
načela održive gradnje, što utječe i na učnkovitije poslovanje hotela. U radu se elaborira spoznaja da 
se u fazi izgradnje javljaju dodatni troškovi povezani s implementacijom načela održive gradnje 
(slučajevi elaborirani su u radu), ali se istovremeno dokazuje da je ova vrsta investicija visoko 
isplativa. Takoñer se percipira i spoznaja da je povrat uloženih sredstava u održivu gradnju moguć i u 
relativno kratkom roku. Implementacija načela održivosti ima mnogobrojne korisne učinke u hotelskoj 
praksi, a s društvenog aspekta nosi velike ekološke učinke, no hotelijeri to prvenstveno primjenjuju iz 
financijskih razloga. Za razliku od meñunarodne prakse, u Hrvatskoj se primjeni načela održivog 
razvoja životnog ciklusa hotela ne posvećuje dovoljna pažnja. Zakljuci o dostignutom stupnju razvoja 
održie gradnje u Republici Hrvatskoj sa prijedlozima razvojnih tendenicja, temelje se na rezultatima 
opsežnog istraživanja, koje je tijekom 2008. godine provedeno u turizmu  na reprezentativnom uzorku, 
i uz  korištenje relevantnog znanstvenog instrumentarija.   
 
JEL: Q5 
 
Ključne riječi: održiva gradnja, održivi hotel, održivi principi, turizam, okoliš, staklenički plinovi, 
globalno zatopljenje, energija, troškovi, učinci 
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ABSTRACT 
 
While developing its tourism, every tourist destination must be ecologically oriented in order to obtain 
a stabile ecological balance in both sustaining and prudent use of its environment. According to this, 
economical consumption of poor goods is understood, together with its orientation towards the 
renewable energy sources.  
In order to promote sustainable development of a tourist destination, the strong co-operation between 
local authorities, tourism boards and authorities entitled for environmental protection is an absolute 
priority.  
It is noted that because of the insufficient education and information, along with large initial costs, 
neither a satisfactory organization of environmental protection, nor the submitting or the application 
of the reports on environment and on renewable energy sources are possible. 
The purpose of the study is to analyze the awareness of the need for the ecologically oriented 
management concept in the four and five star hotels in Istarska and Primorsko-goranska County. 
The aim of the paper is to provide concrete and useful information to the hoteliers and further more to 
the business environment, in order to emphasize the importance of environmental protection in 
achieving sustainable development of tourism destination.   
 
JEL: Q00, Q5, Q26, L83 
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1. INTRODUCTION 
 
As the natural environment represents the original element of every tourist offer, the care for 
its preservation and protection represents an obligatory and essential element of consideration 
and of the further tourist destination development concept. Great attention from various 
aspects, weather theoretical1 or practical, has been given to these problems in foreign 
countries for a long time. The situation in Croatia is still not satisfactory, at least when taking 
into consideration the research range of this paper which includes the counties Istarska and 
Primorsko-goranska, the two leading tourist destinations in the country. An adequate 
perception of the importance of the ecologically directed market consideration within tourism 
has still not been obtained by the public, i.e. by hotel managements, while the sustainable 
development conception within the generating tourist offer has been represented quite poorly. 
 
The acceptance of the ecological management concept represents the prerequisite for the 
quality and successful contemporary Croatian tourist offer positioning and for the entrance 
into the European Union, as well as satisfying its rigorous legislation within the environment 
protection area. On account of this, the fundamental goal of this paper is represented by the 
research of the situation in present hotel objects on environmental protection within the 
system of a tourist destination, as well as by the stressing of indispensable use of ecologically 
sustainable development while generating the contemporary tourist offer. The research has 
been conducted in order to establish the importance of the ecologically conceived tourist 
offer, the environment protection implementation and the sustainable energy sources 
appearance of a tourist offer. The insufficient involvement of the hotel management or the 
impact of its indifference to the ecological activities of the hotel as well as of the whole tourist 
destination environment has been inspected closely.  
 
The research goal was to investigate the organized means of environmental protection and of 
renewable energy sources within hotels of a tourist destination, as well as the motives for their 
harnessing or not harnessing. The research originated with the hypothesis of the insufficient 
awareness of the need for the ecologically oriented concept of management within the hotels 
of a tourist destination, i.e. of a very low ecological perception level. From this main 
hypothesis the sub-theses emerge of ecological awareness of both present and future guests 
that wish to live in accordance with the sustainable development principles.  
 
The paper consists of an introduction and two more chapters. The first chapter defines the 
environmental protection, sustainable development, and the renewable energy sources, 
together with their importance for the tourist destination. The second chapter presents the 
research based on the questionnaire. The lack of planning and investing in installing various 
forms of environmental protection or renewable energy sources is established by analysis, as 
well as of the non-sufficient education and information on various reports on environment and 
sustainable development. 
 
Within the conclusive reflections the need for the larger ecological awareness on all the 
tourist destination levels is suggested. The environmental protection obtains an ever higher 
place within tourism development, which depends on the environment conditions. 
 

                                                 
1 See more: Doggart, V., Doggart, N., (1996), Environmental Impacts of Tourism in Developing Contries, Travel 
and Tourism Analyst, (2), 5, p. 76 



2. THE SIGNIFICANCE OF ENVIRONMENTAL PROTECTION FOR THE 
DEVELOPMENT OF TOURISM 

 
The history of human production and consumption indicates rare eco-system careful handling 
conditioning by their originators. For centuries no one has been particularly jeopardized by 
this, as the extension of human activities was both globally and locally negligible. 
Nevertheless, from the middle of the 18th century it has been growing continually at a very 
fast rate, so nowadays the parallel and undisturbed human activities and natural 
transformation interaction are difficult to be found anywhere. Damages brought about within 
the eco-systems became noticeable only when the human superiority grew up to the 
ecologically important proportions, i.e. not even a hundred years ago. As the obtained 
proportions continued to grow, human activities started interfering with each other, 
disarranging the eco-system and jeopardizing even the essential human physiological 
processes within individual industrialized and urban areas on Earth. Everything nature has in 
common with the mankind brought to its damage. 
 
If the nourishing communities within the affected eco-system have not been disarranged, and 
if a number of spaces and their population have not decreased, such accumulations and 
radiations are considered as environmental contamination2.  If, on the other hand, the 
impoverishment and the decrease in eco-system activities are shown, they are considered as 
contaminations that grew into environmental pollution, and are usually divided into ground, 
air, sea, and inland water pollutions.  
 
Consequently, when a sufficiently high concentration of odd substances or energy can be 
found within the environment for a considerable time period and can be a cause of various 
short-term, long-term, or postponed damages for people, plants, or animals, it becomes 
polluted.  
 
When expressing it ecologically, pollutions appear when odd substances or energy exceed the 
carrying capacity of the given eco-system, which is designated as the extent of a certain 
activity or a substance and/or energy flow within the given time unit which can be accepted 
by the eco-system and biologically or biochemically disintegrated or laid aside without 
permanent damage3. Economically, the determination of the reception potential forms one of 
the sustainable development elements and represents the tourist management approach where 
the levels of tourist activities and of tourist destination development are managed according to 
the tolerable impacts on the environment4. It represents the most expansive form of mass-
tourism, where no development plan of the tourist destination level can be realized until the 
further growth in a number of similar objects is prevented. 
Therefore, the following is indispensable5: 

- the reception potential calculation must become obligatory for every tourist 
destination,  

- to form interdisciplinary expert teams on county, town, and municipality levels as 
tourist destination levels, with their main task of instigating the forming of larger 

                                                 
2 NN: 12/01  
3 Starc, N.,(2003), Priroda, čovjek i figa u džepu, Društvena istraživanja, Zagreb, (), 3-4,  pp. 338-339 
4 Smolčić, Jurdana, D.,(1999), Značaj prihvatnog potencijala za ekološki uravnotežen razvoj turizma, 2nd 
International Scientific Conference „Economics and Ecology in Function of Tourism Development“, Faculty for 
Tourism and Hospitality Management, Opatija, Faculty of Comerce, Institute of Service and Tourism, 
Bratislava, p. 432 
5 Blažević, B., (2007), Turizam u gospodarskom sustavu, Faculty of Tourist and Hospitality Management of 
Opatija, Opatija, p. 474 



social function of the public as the indispensable corrective in developing policy 
implementation, 

- to create law regulations for the coastline construction (200-300m from the sea-shore), 
taking into consideration all sustainable development concept elements, particularly 
alluding to the rigorous inhibitions that in this case have long-term “benefits”, 

- all members of both public and tourist destination managements on all formed levels 
must take part in the compulsory yearly educative refresher courses for educational 
and for the overall awareness, knowledge, and particularly ecological level purposes.  

 
The world conference on environment and development took part in Rio de Janeiro in 1992 
under the patronage of the UN, and the concept of sustainable development was definitely 
accepted as the only known and possible solution to the development and environment 
problem6. 
 
Given that the environmental protection represents one of the three pillars of the “sustainable 
development concept”, The Operational Environmental Programme7 contains not only the 
sustainable development concept but also a direct influence and contribution to sustainable 
development itself. The present situation together with the planned steps predicted in 
obtaining a permanent improvement in environmental protection is worked out in detail 
within The Operational Programme. It can be generally said that the measures undertaken 
within The Operational Programme have double impact on the sustainable development 
concept: 

• investments into the offals and water managing (including the sub-sectors of 
drinking water and liquid waste), which contributes directly to the environmental 
protection of the areas, 
• contributions are made to the economic development by investments, new working 
places, and the shaping of particular environmental living and working conditions. 
 

The investments anticipated within the priority areas contribute to the implementation of the 
EU legal acquirements within the environmental protection and to the actualization of the 
required EU standards and norms, one of the key aspects within the process of the European 
integrations. Taking into account the previously mentioned terms, special attention towards 
environmental sustainability and protection will be drawn to within the phase of selection, 
where the greatest economic, social, and ecological impact are chosen as the most important 
selection criteria, and within the phases of supervision and evaluation. As The Operative 
Programme is mainly concerned with large projects8, the important question in selecting the 
sustainability and environment protection principles represents the need for the 
implementation of the environmental impact evaluation within the planned investments. 
 
All the indispensable procedures in environmental impact estimations, according to the 
demands of the EU, are implemented by the Ministry of Environmental Protection, Physical 
Planning and Construction9 or by the competent local authorities. In order to implement the 
estimation procedures on environmental impact the already existing institutional structures are 
used, while technical support is requested for the professional capability improvement.  
 

                                                 
6 Črnjar, M., (1997), Ekonomija i zaštita okoliša, Školska knjiga, Zagreb, p. 285 
7 Operativni program na okoliš 2007-2009, Instrument pretpristupne pomoći, Ministry of Environmental 
Protection, Physical Planning and Construction, Zagreb, 2007 
8 Investments larger than € 10 million 
9 http://www.mzopu.hr 



The Republic of Croatia has been undertaking the environmental impact estimation in specific 
operations since 1987, i.e. from the moment the procedure became obligatory under The Act 
on Physical Planning and Spatial Regulations. 
Since 1994, when The Act on Environmental Protection10 was passed, the environmental 
impact estimation procedure has been regulated by both this act and by the Implementation 
Regulation. Nowadays The Book on Environmental Estimated Impacts Regulations is 
effective11. 
 
Figure 1 
 

Environmental protection control indicators according to the tourism sustainable 
development principles 

 

 
 
 
 
Source: MAIN TOURISM DEVELOPMENT PLAN FOR THE COUNTY PRIMORSKO-GORANSKA 

http://www.uniri.hr/gpta/a/POGLAVLJE_8_PRIHVAĆANJE,%20PROVEDBA,%20KONTROLA_I
_PRILAGODJAVANJE-pfd(p. 428, 12-08-2008) 

 
The presented indicators represent the results of empiric, quality and quantity measures based 
on specific starting points and in order to appraise the situation in various areas of tourist 
development. Sustainable tourism development of each tourist destination requires a system 
and acceptance of indicators for systematic control of investments within the environmental 
audit as well as for continual quality audit, i.e. TQM effect. The approach to the arrangements 
of such indicators within the global tourist market is based on the generally accepted 
standards of environmental control: ISO 1400ff (given the system can be certified on base of 
ISO 14001 standard), EMAS I12, EMAS II13 norms and others, together with the standards of 
systematic quality audit: ISO 9000ff norm, while their application becomes a valuable and, 

                                                 
10 NN 94/1994, 128/1999 
11 NN 59/00, 136/2004, 85/2006; The Act and the Book on Regulations mostly contain the requests from the 
Councel Directive 85/337/EEZ from june 27, 1985 on the effect estimate of certain public and private projects 
on the invironment, changed by the directives 97/11/EEZ and 2003/35/EEZ 
12 EMAS – Eco (Environment) Management and Audit Scheme  
13 http://www.ec.europa.eu/environment/emas/index_en.htm (12-08-2008) 



indeed, obligatory information base for the tourist development management within every 
tourist destination. 
 
The quality of information published within the eco-reports designed for extern users must be 
shaped according to EMAS norms. In other words, as a relatively small number of firms hold 
a certificate according to the EMAS standards and the system is functioning within the area of 
the EU only and lacks some internationally generally accepted principles, criteria, and 
standards according to which the data and information published within the frame of basic or 
special eco-reports could be compared and judged on a unique base, in year 1997 the initiative 
was set in motion on global scale (Global Reporting Initiative) in order to insure the reporting 
system harmonization on sustainable development (GRI)14. 
 
The Environmental Management System (EMS) supports the realization of green strategies, 
which must be included into the operative plans that, according to their specific 
characteristics, are carried out by the managements of hotels and tourist destinations. 
Particularly important are the ecological actions in drinking water preservation and savings 
(water-pipes, water-wells, rain-water gathering), liquid waste providing (sewage system, 
purificators, precipitations, water quality control), air protection (exhaust gases, heating, 
cooling), promotion of waste decrease and selection actions (packing materials, recycling, 
education), stimulation of the locally manufactured produce use (healthy food, agro-tourism, 
involving tourists into various actions), introduction of clean technologies, polluters 
substitution, stimulation of public transportation use, etc. All the stated activities 
simultaneously represent the groups of joint initiatives of hotel managements and other tourist 
offer participators within the level of the tourist destination in solving the open environment 
improvement and protection problems. Involving all the hierarchy levels within hotels or 
tourist destinations, and taking into consideration the guests’ needs and wishes, the 
prerogatives are formed for the eco-commitment, i.e. for the acceptance of the eco tourist 
produce. Environmental education is indispensable for the employees, as well as for the local 
inhabitants, as it represents the assumption to include the guests into various eco-activities 
they will experience as something new and interesting. Potential tourist nowadays live and 
work surrounded by the general growth of personal and public standard conditions as the 
result of the general science development and the ever larger application of new technologies, 
general growth in public culture and public knowledge, the ever more accessible forms of 
collective and individual means of transportation which becomes ever cheaper, more 
accessible, faster, more complex, and more suitable for the ever greater number of potential 
tourists. Among the change peculiarities on the tourist demand market the return to nature is 
emphasized. Together with the quick growth and the ever higher level of alienation between 
people, the demand for the unique areas of nature with accentuate clean and intact landscape 
and nature is growing. The intact nature represents the prevailing reason for the tourist 
demand15. 
 
The basic principle of all actions and measures on environmental protection must be 
credibility, as only spectacular actions implemented and worked out by team work will lead to 
success. It includes implicitly16: 

- introducing the guests to the possible saving areas, 
- educating the guests for the correct waste providing, 

                                                 
14 http://www.globalreporting.org  
15 Drawn out of the picture 1.3. Characteristic changes within the tourist demand market, 
http://www.uniri.hr/gprt/a/POGLAVLJE_1_TURISTIČKA_DESTINACIJA_KVARNER.pdf, p. 26 
16 http://interhoga.de/web.select/betriebskosten/ (11-04-2008) 



- opening of “green advertising” to assemble various guest ideas, 
- induce the guests to compete in order to identify new environmental protection 

measures, and provide attractive prizes for this purpose, 
- working out the personal internal catalogue of environmental protection measures, 

print it in various foreign languages, and make it accessible to guests, 
- stimulating the use of public transportation, ensure the transfer of guests from and to 

the railway stations, airports, etc, 
- popularize the use of eco-produce and make public the information on eco-suppliers 

and partners, 
- inform the regular guests of obtained savings based on the undertaken measures on 

environmental protection. 
 

3. SUSTAINABLE USE OF THE RENEWABLE ENERGY SOURCES (RES) 
WITHIN THE TOURIST DESTINATION 

 
Sustainable use of renewable energy sources represents a simple and operative concept, 
applicable particularly in the countries whose development is based on the use of natural 
sources. It is defined as the non-decreasing amount of sustainable natural capital. This 
definition takes us back to the sustainability level and to the possibility to substitute one 
source with some other. At present moment the most acceptable definition of the sustainable 
development for the decision-makers and the environment protection policy creators seems 
the one that accentuates the importance of leaving the development possibilities and 
capacities for the forthcoming generations, observing uniformly economic, ecological, and 
social sustainability17. When accepting the definition of sustainable development, which 
stresses the importance of retaining various possibilities, i.e. the capacities for the 
development to the future generations, we are leaving the thesis of retaining the same capital 
structure and value. Subsequently, we have the possibility to substitute one form of capital 
with some other, which leads us further to the question of sustainability level. Before that, 
nevertheless, it is necessary to define the substitution rate of one capital form with some other, 
as well as the complementary level between different capital forms and their changes in due 
course. Today we can conditionally speak of tree different sustainability levels18. 
 
The first level consists in various capital forms that perform perfect substitutes. No 
importance is given to the capital structure. Within the second level of sustainability greater 
importance is given to the capital structure. The complementarity of various capital forms is 
appreciated up to a certain level, therefore the defining of critical boundaries within every 
capital form is needed, above which the sustainability is jeopardized. The development should 
not influence the total shortage in one capital form regardless of any other capital form 
accumulation. The third level of sustainability, which enables all forms of operability, 
sustains to leave each particular capital form intact for the future generations. 
 
The defining of all the needs, the possibilities, and the priorities while taking advantage of 
RES in Croatia is based on the analysis undertaken for every particular RES within the Zelena 
knjiga (Green book) outline19. The analysis results clearly show a number of advantages and 

                                                 
17 Kordej-De Villa, Ž., (1999), Ekonomski rast i održivi razvitak, Privredna kretanja i ekonomska politika, 73/99, 
p. 326 
18 Ibidem, p. 325 
19 Ministarstvo gospodarstva, rada i poduzetništva i Program Ujedinjenih naroda za razvitak, (2008), Prilagodba i 
nadogradnja strategije energetskog razvoja Republike Hrvatske,  available at: http://www.energetska-
strategija.hr (12-10-2008) 



possibilities for substantial increase in sustainable sources use in Croatia. Their successful 
implementation depends on overcoming the encountered and well-known obstacles mostly 
referring to the weak, but in the future indispensable links between all the relevant policies – 
energy, industry, agriculture, environmental protection, construction, and physical planning, 
where renewable energy sources form an indispensable part. 
 
By its Energetic Strategy Croatia decides on RES exploiting in accordance with the 
sustainable development principles. The following thesis sequences present a short survey on 
solar energy, the only form of renewable energy minimally used in the counties Istarska and 
Primorsko-goranska. 
 

3.1. Solar energy potentials 
 
The estimation of the solar energy potentials, mostly for the Croatian coastline, was published 
within the National Energetic Programme SUNEN20 for the year 1998, and for the whole 
Croatian territory within the Solar Manual21 for the year 2007. Natural solar energy potential 
in the inland parts of Croatia with the average daily insulation of 3.6kWh/m2, is of approx. 
74,300TWh/year (267,500 PJ/year), over 800 times more than the primary energy 
consumption in Croatia for the year 2000. The technical solar energy potential on 1% of 
Croatian inland territory is estimated by 830 TWh/year (3,000 PJ/year) or almost 10 times the 
present primary energy consumption in Croatia. On the assumption of 60% of the total energy 
used in thermal and of 40% in the electric energy production, the following economic 
potentials of the Croatian (estimated) solar energy can be deduced22: 

• Thermal energy in the amount of approx. 50% of the low-temperature heat for the year 
2000 in Croatia, i.e. approx. 12 TWh/year (43.2 PJ/year) by thermal energy from solar 
collectors and passive solar energy use (solar architecture). This forms approx. 7% of 
the technical potential in solar thermal energy in Croatia. 

• Electric energy obtained from solar energy in photo-voltage systems and in solar 
thermal power-plants could become economic by the year 2020. While using a little 
less than 1% of its technical potential, the economic potential in solar electric energy 
production could form approx. 0.3 TWh/year, which accounts for approx. 200 MWe in 
electric power. 

  
 

3.2. Predicted goals 
 
In exploiting solar energy, the following two goals are predicted: 

• The solar thermal system situation in Croatia by the year 2020 must draw level with 
the situation between Germany and Greece per capita today (the goal: 0.225 m2 per 
capita) 

• The photo-voltage systems situation in Croatia by the year 2020 must draw level with 
Spain per capita today (11.71 W per capita), and with Germany by the year 2030 (over 
45 W per capita). 

 

                                                 
20 Nacionalni energetski programi (NEP) – prethodni rezultati i buduće aktivnosti, (1998), Energetski institut 
Hrvoje Požar, Zagreb 
21 Energetski institut Hrvoje Požar, (2007), Sunčevo zračenje na području Republike Hrvatske – Priručnik za 
energetske primjene Sunčevog zračenja, Zagreb 
22 Potočnik, V., Lay, V., (2002), Obnovljivi izvori energije i zaštita okoliša u Hrvatskoj, Ministarstvo zaštite 
okoliša i prostornog ureñenja RH, Zagreb. 



The presumed rate of growth in using solar thermal collectors is by 47% annually by the year 
2010, with the diminishing rate of growth by approx. 10% expected after the year 2020. 
The presumed rate of growth in using photo-voltage collectors is by 68% annually by the year 
2020, with the rate of growth by approx. 20% expected by the year 2030. 
 
The control year totals are shown in Table 1. In the presented calculations, the average 
insulation of Croatia is predicted to be about 1.37 MWh/m2/year: the average solar PTV by 
1.5 m2 of solar collectors per inhabitants using these systems, and by 1.825 peak hours of 
photo-voltage systems per year (of maximal importance, on the average of 5 hours daily 
throughout the year). 
 
Table 1 
 

Growth in solar energy exploiting in Croatia by the year 2030 
 
 year 2010 year 2020 year 2030 

Solar energy – PTV [PJ]  0,5 4,96 12,21 

Inhabitants using solar energy  
(1,5 m2 collectors / inhabitant)  

 67.691 660.000 1.653.017 

Average 
m2 

on 1000 inhabitants   23,8 225,00 563,53 

Solar energy – FN [PJ]   0,01 0,3 1,66 

Installed energy [MWp]   1,52 45,66 252,66 

Average W per inhabitant   0,34 10,38 57,42 

Solar energy – total [PJ]   0,51 5,27 13,87 

 
Source: Ministarstvo gospodarstva, rada i poduzetništva i Program Ujedinjenih naroda za razvitak, (2008), 
Prilagodba i nadogradnja strategije energetskog razvoja Republike Hrvatske, p.89, available at: 
http://www.energetska-strategija.hr  
 
Passive solar energy use in Croatia, and particularly within its seaside parts, brings large 
energetic savings in building heating, mostly within the tourist and hospitality and residential 
sectors. The total amounts are estimated at a level of 50-75% compared to the present 
consumption. By the year 2030 all the hospitality and residential objects, particularly those 
erected in the coastline counties after the year 2010, should be built using all the modern 
conveniences and based on contemporary technologies, mostly high energetic efficacy with 
passive solar systems, but, simultaneously, using all the necessary and available active solar 
systems in heating, cooling and illumination23. The total annual energetic needs in new 
objects should not surpass 80 kWh/m2, i.e. half of the amount used today. 
 
 
 
 
 
 
 

                                                 
23 http://www.sustainablebuild.co.uk/alternative-types-energy-sources.html (12-10-2008) 



4. SUSTAINABILITY COMPARISON ON THE EXAMPLES OF THE COUNTIES 
ISTARSKA AND PRIMORSKO-GORANSKA (RESEARCH) 

 
4.1. The aim and the methodology of the research  

 
The research was conducted within the tourist destinations of two counties: Istarska and 
Primorsko-goranska (PGŽ), in August and September of the year 2008, by collecting the 
necessary data on the sample of 28 hotels within the stated tourist destination counties, using 
14 hotels per county. All of them were 4 stars category hotels, taken from the list of 
categorized objects by the Ministry of Tourism of the Republic of Croatia 24.  
According to the list of categorized objects belonging to the group “hotels” taken from the 
data base of the Ministry of Tourism of the Republic of Croatia, four star hotels in the Istarska 
county represent 21,84% of all hotels in the county, whilst the share of four star hotels in the 
total number of hotels in the Primorsko-goranska county is 26,73%. In both counties, there are 
46 four star hotels, which represents 24,47% of the total number of hotels in these two 
counties, or 36,8% of all four star hotels in the Republic of Croatia. All of the hotels in the 
Istarska county returned the questionnaire, i.e. 100%, whilst in the Primorsko-goranska 
county, 14 hotels or 70% returned the questionnaire. Basically, 28 questionnaires were 
returned back to researchers, which represents 83% of all four star hotels in both Istarska and 
Primorsko-goranska county. According to this, we can consider the sample representative.  
The authors selected only four star hotels assuming that the higher the category of the hotel is, 
the better the ecological awareness would be, taking into consideration the these hotels should 
operate respecting the ecological standards. Basically, the higher category hotels also have a 
greater possibility to adopt the best available technologies and to invest into continuous 
education of the human capital. In order to obtain business discretion, no hotel names were 
mentioned. Various target groups were included in the questionnaire: the hotel management 
(hotel manager) and the technical sector manager (maintenance manager). Most of the 
questionnaire consisted of already offered answers (yes, no, it is planned), while the rest 
consisted of ranking the motives on the scale from 1 to 5, 1 being the weakest motive. In 
collecting the requested data, the method of self-filling up of the questionnaires was used, 
after which they were returned by e-mail or given over to the researchers by the hotel 
managers. The questionnaire results are shown in the following graphics. 
 

4.2.The analysis and the interpretation of the results attained  
 

In the following charts, in order to provide better clarity, the results of the analysis will be 
shown as well as comments provided below each graph. 
 
 
 
 
 
 
 
 
 
 
 
                                                 
24 http://www.mint.hr/UserDocsImages/080818-istra-zu.pdf, http://www.mint.hr/UserDocsImages/080818-hotel-
pgz.pdf - Counties Istarska and Primorsko-goranska (07-10-2008) 



Graph 2 
 

The perception of the hotel managers in Primorsko-goranska and Istarska County 
regarding the correlation between environmental protection and tourism development 

 

 
Source: The author’s research results 

 
As shown in Graph 2, when asked whether they believed into the connection between 
environmental protection and further development of tourism, all the respondents from both 
counties answered positively and agreed on the connection between environmental protection 
and tourism development. It is quite interesting to observe the hotel managers being aware of 
the importance of environmental protection within tourism and of the environmental 
protection representing one of the developing tourism terms of reference, as the very same 
environment and climate represent the essential tourism resources and the main directions of 
the tourist destination comparative advantages. In addition to comparative advantages, sure 
enough, there are competitive advantages that profile a certain tourist destination within the 
global tourist market, but, if the quality and the preserved environment do not exist, the 
destination cannot sustain within the tourist market and cannot make the most of its 
developing potentials. Consequently, it is quite encouraging to see managers nowadays 
conscious of the correlation between the environment and its tourism, i.e. of the knowledge of 
those who manage ecologically efficiently and will therefore manage to “survive”.  
 
In the following figure the organized way of environmental protection is presented.  
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Graph 2 

 
The organized way of environmental protection in analyzed hotels in Primorsko-

goranska and Istarska County 
 
 

 
Source: The author’s research results 

 
From Graph 2 , we can note that within the county Istarska area, i.e. in 78.57% of hotels there 
is a person responsible for environmental protection, which represents a positive result as in 
most hotels environmental protection and the ecological dimension of sustainable 
development are seriously taken into account. Only two hotels from the mentioned area have 
implemented a system of environmental control according to the ISO 14001 standard, which 
accounts for 14.28%. Only one hotel is preparing the implementation of the ISO 14001 
environmental control standard within the following year (7.15%). 
 
Within the tourist destination of the county Primorsko-goranska (PGŽ), the situation is 
alarming, particularly because in as many as 85% of respondents there is no person 
responsible for environmental protection, no system of environmental control according to the 
ISO 14001 standard, and no plans exist for installing the environmental control according to 
the ISO 14001 system.  
Subsequently, from the first graph the existence of the ecological awareness can be deduced, 
but the second graph shows the inadequate results in both the application and the functioning 
of environmental protection or in the application of any organized form of environmental 
protection as the installing of the ISO 14001 system.  
 
The motives that encourage managers to implement environmental management systems are 
presented in Graph 3  
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Graph 3 
 

The motives of the environmental management system implementation within analyzed 
hotels in Primorsko-goranska and Istarska County 

 

 
Source: The author’s research results 

 
As shown in Graph 3, the greatest stimulating motive in implementing the environmental 
management system of ISO 14001 standard for the hotel managers within the Istra county 
destination is represented by the environmental care (24.44%), followed by the lower incident 
possibilities (22.32%), by better public relations (20%), by gaining a better foreign market 
position (17.77%), and - the least important motive - by costs reduction or profit increase 
(15.56%). 
 
As no respondent hotels from the neighbouring county Primorsko-goranska have installed, 
and have no plans for installing the environmental control system according to ISO 14001, the 
motives for such installation are not even mentioned.    
 
Upon delving into the mentioned subject of environmental control, we noticed that the 
responding managers from Istrian hotels, as economists, put the ecological requests before the 
economic ones, i.e. they put the cost reduction and the profit increase motives on the last 
place, far after the environmental care motives that were put in the first place.  
 
Such a stand represents the only possible long-term orientation towards profitability, which 
must be adopted by all the other managers, whether in the hotel industry or elsewhere. 
 
In order to get a better picture of whether the renewable energy sources are in use in 4 star 
hotels in Istarska and Primorsko-granska County, one question in the questionnaire was 
specifically focused on that particular issue. The results can be seen in Graph 4.  
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Graph 4 
 

The use of renewable energy sources in analyzed hotels in Primorsko-goranska and 
Istarska County 

 

 
Source: The author’s research results 

 
When asked if the renewable energy sources were used in their undertaking, 64.28% of the 
responding hotel managers answered positively, 21.43% of them answered negatively, while 
14.28% plan to start using them as the additional energy source within their hotels in the 
following three years (Graph 4). 
 
Within the destination of the county Primorsko-goranska the situation is unenviable, as only 
7% of hotels use renewable energy sources, i.e. in 71% of them no form of renewable energy 
sources are used.  
When comparing the obtained results from two counties, 22% of hotels from the county 
Primorsko-goranska plan to use some form of renewable energy sources (RES), while in the 
neighbouring county the same percentage of hotels use no form of renewable energy sources. 
The reasons could be looked in the fact that Istria set such an example when taking into 
account the use of RES. As for the county financial stimulus in RES implementation, both 
destinations find themselves in a similar position25. 
 
Among all the RES forms the most present one is the solar energy26, as the hotels are heated 
and supplied with hot water by photo-voltage cells and collectors and this form of technology, 
unlike the others RES forms, has already been tried out. As considerable energy consumers, 
hotel managers will have to pay greater attention to the use of renewable energy sources, 
particularly to solar energy as due to favourable climate conditions, with up to 2700 solar 
hours per year and with a total solar radiation of 1600kWh/m227, greater solar energy 
consumption is expected in the future.  
 
The reasons for renewable energy sources still not being used in some hotels, (mostly in the 
Primorsko – goranska county) are presented in Graph 5.  

                                                 
25 The forming of the regional energetic agencies is planned (REA), with goals in energetic efficacy and 
sustainable energy sources promoting, and particularly in informing citizens and entrepreneurs 
(www.energetska-strategija.hr), REA Kvarner starts work at the beginning of 2009 (Glavan, M., „REA Kvarner 
starta početkom 2009.“, Novi list, November 24, 2008 
26 completely clear solar energy which cannot pollute the environment is particularly important for tourism 
27 http://www.grujic.pondi.hr/Solarna%20energija.html (11-28-2008) 
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Graph 5 
 

The reasons for non-installing the renewable energy sources in analyzed hotels in 
Primorsko-goranska and Istarska County 

 

 
 

Source: The author’s research results 

 
In Graph 5, high instalment costs stated by Istrian hotel managers as the main reason for non-
installing of such energy sources can be noticed. 
 
Measurable economic factors are not the only reasons influencing the decision whether to 
invest into solar facilities as the substitute for the boiler-room using healting-oil, or maybe 
invest into boiler-rooms using marsh-gas or coal. As the potential investor, the hotel manager 
will analyze the following28: 

- ecological facts,  
- availability and possibility of obtaining and transportation of sufficient quantities of 

classical combustible within a certain region, 
- transportation costs and possible expenditures for imported equipment and energetic 

raw materials,  
- possibilities to use heat coming from industrial facilities waste, 
- possibilities of heated waters use from geothermic sources, 
- possibly the use of electric energy. 

As the main reason for non-installing RES in the county Primorsko-goranska, the insufficient 
influence of the state in such project stimulation is accentuated, together with the high initial 
investment costs into RES. 
 
Insufficient state support in instalment of such projects can be accentuated, as, on the other 
hand, an unsatisfactory manager information, considering a great step was undertaken by 
forming the Environment Protection and Energetic Efficacy Fund29, which will invest 429 
million kunas into the project of energetic efficacy promotion in the year 2008. The energetic 
efficacy projects will be stimulated by interest or loan subventions. Last year 31.8million 
kunas were set aside to help 37 different projects30. The Ministry of Economy31 announces 

                                                 
28 Grabovac, J., (1992), Energetski doprinos sunčeve energije u hotelskim objektima, 11th Biennial Scientific 
Meeting, Hotelska kuća, Opatija, p. 127 
29 See more:  http://www.fzoeu.hr/hrv/index.asp?s=sredstva (12-08-2008) 
30 http:// www.poslovni.hr/Content/PrintArticle.aspx?Id=11547 (11-04-2008) 
31 http://www.mingo.hr/ (12-08-2008) 
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public notices in order to invite firms to join the project of “eliminating energetic efficacy 
barriers” and offer subventions for sustainable energy sources installation. The Croatian Bank 
for Reconstruction and Development32 also offers a crediting program for RES development 
support, so it cannot be said no state support is present, but it is up to the managers to make 
good use of such opportunities and possibilities and turn them into their own benefit (i.e. 
organizing of energetic counsellor courses33). 
 
Since implementation of business intelligent rooms in hotels brings many positive effects, we 
wanted to check whether hotel managers have recognized this. Graph.6 we can see the results 
followed by discussion.  
 
Graph. 6 

 
The implementation of business intelligent systems (intelligent hotel rooms) within 

analyzed hotels in Primorsko-goranska and Istarska County 
 

 
Source: The author’s research results 

 
By implementing business intelligent rooms varied hotel benefits are obtained: decrease in 
energy and water consumption, maximal comfort for guests is obtained, increase in security 
and quality, as well as the development of ecological consciousness of both guests and 
employees. By connecting all the hotel room functions to a computer the quality of service 
and of the managing results is highly developed. Integrating various functions and using 
central management and system control the employees get various forms of information 
necessary to ensure the overall quality service, rational consumption of energents and better 
quality in the overall business management. But the information system goes even further, 
and the notion of “intelligent hotel room” was soon replaced by the notion of “intelligent 
hotel”. The intelligent hotel is based on the quality infrastructure and on the possibilities of 
linking all the sub-systems into a unique system, where the pieces of business information 

                                                 
32 Loan Programme for the Financing of Projects of Environmental protection , Energy Efficiency and 
Renewable Energy Resources; available at: http://www.hbor.hr/Default.aspx?sec=1406 (12-08-2008) 
33 See more: 
http://www.energetskaefikasnost.undp.hr/index.php?option=com_content&view=article&id=190&Itemid=139 
(11-08-2008) 
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must be precise, right on time, comprehensive, and never for its own purpose only. Besides, 
they must be followed in a way to suggest further possible activities34. 
 
According to the results presented in Graph 6, the stated advantages were recognized by 71% 
by the hotel management of the county Primorsko-goranska (PGŽ), while in the county 
Istarska the intelligent systems were not recognized or omitted because of some other reasons 
by 42.86% of their management.  
Publishing the reports on environment and sustainable development raises the credibility of a 
business company. We wanted to check whether the analyzed hotels elaborate these kind of 
reports. The results are presented in the following chart (Graph 7).  
 
Graph 7 
 

Elaboration of the report on environment or sustainable development in the analyzed 
hotels in Primorsko-goranska and Istarska County 

  

 
Source: The author’s research results 

 
In order to become aware of the report elaboration on environment or on sustainable 
development within the high category hotels, i.e. in four stars hotels, the results of both 
destinations were compared: the reports were elaborated – but at the same time not elaborated 
- by 42.85% of hotels, with 14.28% of hotels in Istria elaborating reports only occasionally. 
The situation in the county PGŽ is even worse, as the reports on environment or sustainable 
development were elaborated by only 15% of the responding managers.  
 
The information on environment reports can be made public only in case they fulfil the 
following demands, so they must35: 
→ be precise and genuine, 
→ reflex the essence and can be authenticated, 
→ be relevant and cannot be expressed out of context, 
→ give a general result picture of the eco-activities within the business system, 
→ be unmistakable, in order not to lead to false conclusions, 
→ be significant in relation to the overall impact of a certain system on the environment. 

                                                 
34 Krstinić Nižić, M., Karanović, G.,(2008),  Importance of intelligent rooms for energy savings in the hotel 
industry, 19th Biennial International Congress, Tourism&Hospitality Industry 2008, New Trends in Tourism and 
Hospitality Management, Opatija, p. 114 
35 According to: EMAS, 2001, Annex III, para 3.5: according to Peršić, M., „Zeleno računovodstvo – što je i 
kome koristi?“, Računovodstvo i financije, no. 12/2007, 47-53  
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According to the stated criteria, the pieces of information must be published openly, and 
considered in the context of their meaning for the evaluation of the business system against its 
surroundings, with the contemporary special interest for their buyers, competition, and the 
regulatory bodies. The meaning of the EMAS norms implementation within the framework of 
the EU countries is explained by obtaining the following advantages36: 
○ the implementation of both the norms ISO 14000ff and ISO 9000ff is sustained in order to 

ensure the integral system of environment quality managing, in lifting the employee 
consciousness, the eco-culture of the firm, and the dealing with the environment in 
general, 

○ risk control management is facilitated under the conditions of imperilled eco-system, it acts 
preventively within the area of possible environmental damages, by which the indemnity 
incident, accident, and disaster insurances are reduced, 

○  the disposable resources are managed rationally, representing the grounds for better 
relations with partners, neighbours, media, community, and public, which, on the other 
hand, helps conquering new markets and retaining the old ones, 

○   it represents the grounds for the obtaining of the EU funds benefits, but sustains the 
positive ecological approach to the proper work, to the ecologically oriented production 
and service extending. 

 
CONCLUSION 

 
The short-term business decisions usually get into conflict with ecological requests. In 
everyday life the economization is spreading in forms of predicted economic values and 
various opinions. In order to enforce the ecologic responsibility when carrying out business 
decisions, questions must be asked about the place of economy within the ecological system, 
and the place the ecological system has within the economy and management. The national 
tourism policy of Croatia must be ecologically oriented and the stabile ecological balance 
must be ensured, the environment sustained and used respectfully, the meagre goods 
consumed sparingly, i.e. the sustainable energy sources must be headed for. It is important to 
form a hierarchy of ecological problems which arise as the consequence of tourism 
development. Because of continuous tourist demand, resource consumption (energy, raw 
materials) becomes even more important. In order to establish primary ecological goals, 
environmental quality goals, and to be able to measure both the results and the costs of the 
conducted actions, the regular gazetting of reports on tourism and natural surroundings is 
desirable. 
Consequently, the following facts are important:  

• stimulation of the ecologically acceptable means of transportation and ecologically 
acceptable tourism forms;  

• enlarging of nature protection, linking up tourism stimulating with regard for 
ecological criteria and conditions; 

• invigorate research, business education, and improvement for sustainable tourism 
development; 

• extend the part of the ecologically accepted offers; 
• increase in the demand for the ecologically acceptable tourist offers. 

 

                                                 
36 Adjusted according to Injac, N.: Mala enciklopedija kvalitete – IV dio – Okoliš i njegova zaštita, Oskar, 
Zagreb, 2004, pp. 2234/235; according to: Peršić, M., „Zeleno računovodstvo – što je i kome koristi?“, 
Računovodstvo i financije, no. 12/2007, pp. 47-53 



Within the first phase of the Strategy implementation and connected to the Energetic Strategy 
implementation, the activities must be directed towards the stimulation of solar thermal 
systems use, as well as to the use of other forms of renewable energy. Furthermore, the 
imperative must be the building of solar collectors for thermal energy use (low-temperature 
heating and preparing of consumer hot water) into all new buildings, whether within the 
continental part of the Republic of Croatia or on its coastline. The Republic of Croatia is 
situated on a geographical position which enables great energetic efficacy when using such 
systems. No system is eliminated, with installing possible either in individual or in 
condominium buildings. The intention should not be a 100% heat covering for the overall hot 
water consumption, but a consumer hot water contribution, and, according to this, a lower 
need in electric energy or any other energents.  
 
The long-term stimulation in both the solar heating system and the photo-voltage system use 
will show its positive results in the development of the national industry, the segment which 
must be included into the state stimulus policy. 
 
The strong trend in taking advantage of the RES must be continued even after the year 2020. 
Within the following ten years, new technologies which have not been considered within the 
Strategy are expected to develop, as they are still in the research phase. When taking 
advantage of the RES, the national technological development possibilities are favourable and 
the research37, development, and their implementation stimulus must be ensured. Large 
potentials exist in the technology development for the use of bio-mass and the wind energy 
within the wind-power-plants, the system of distributed production of energy and small water-
power-plants, development of “intelligent” electro-energetic networks (smart grids), the ways 
of RES production anticipating and managing the electro-energetic systems with large RES 
shares. In order to be able to adopt the best available technologies as soon as they become 
profitable, it is indispensable for Croatia to keep up with the world progress in this field. 
 
Tourism development must fulfil the criteria of the ecological innocuousness, i.e. it must be 
long-term ecologically acceptable and economically feasible. Sustainable development 
represents a guiding process with the goal of global resource managing in order to ensure their 
further existence, together with the sustaining of our natural and cultural capital. 
 
The alternative energy forms compatible with the sustainable development must be constantly 
stimulated in order to ensure the ecological tolerance. With the improvement of co-operation 
between the tourist and the environmental authorities, together with an improvement of the 
local authorities’ capacities in tourism development, the sustainable tourism will be promoted. 
The need to re-establish and invigorate the regional co-operation is obvious. With the co-
operation between the counties Istarska and Primorsko-goranska, as well as with their 
experience exchange, the line of direction for a better sustainable tourism development can be 
elaborated. 

                                                 
37 The Republic of Croatia Ministry of Science, Education and Sports has for the period of 2007-2011 accepted 
the research programme (2012298) „Mogućnosti i učinci obnovljivih izvora energije u Hrvatskoj“ 
(interdisciplinary), lead by EIHP, Zagreb, with the following projects: (1) 116-2012298-2574 Obnovljivi izvori 
energije za eko-hotele i eko-turističku destinaciju (ekonomija), lead by FTHM, Opatija// (2) 130-2012298-0912 
Sociokulturni aspekti odnosa javnosti prema obnovljivim izvorima energije (politologija, sociologija, socijalna 
geografija, socijalne djelatnosti i sigurnosne znanosti), lead by FF, Zagreb// (3) 201-2012298-1423 Obnovljivi 
izvori u funkciji gospodarskog razvitka (ekonomija), lead by EIHP, Zagreb// (4) 201-2012298-2304 Integralno 
istraživanje prostorno-vremenskih značajki obnovljivih izbora energije (elektrotehnika, računarstvo), lead by 
EIHP, Zagreb// (5) 120-2012298-1810 Biogoriva – nužnost održive mobilnosti u RH (strojarstvo, brodogradnja, 
tehnologija prometa i transport, zrakoplovstvo, raketna i svemirska tehnika), lead by FSB, Zagreb 
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VAŽNOST ODRŽIVOSTI OKOLIŠA U RAZVOJU TURISTI ČKE DESTINACIJE: 
DOPRINOS HOTELIJERSTVA U SJEVEROZAPADNOM OBALNOM PODRU ČJU 

HRVATSKE 
 

SAŽETAK 
 
Razvojem turizma na svom području, svaka turistička destinacija mora biti orijentirana na ekologiju 
kako bi osigurala stabilnu ekološku ravnotežu održivosti i pažljivog korištenja okoliša. Prema tome, 
podrazumijeva se potrošnja jeftinih dobara kao i orijentacija prema obnovljivim izvorima energije. 
Kako bi se promovirao održivi razvoj turističke destinacije, potrebna je snažna suradnja lokalnih 
vlasti, turističkih zajednica i vlasti zaduženih za zaštitu okoliša. 
Primijećeno je da radi nedovoljne edukacije i informiranosti, a i radi velikih troškova, nije moguće na 
zadovoljavajući način organizirati zaštitu okoliša niti podnositi izvještaje o stanju okoliša i 
obnovljivim izvorima energije. 
Svrha ovog rada je analizirati svijest o potrebi ekološki orijentiranog koncepta managementa u 
hotelima s četiri ili pet zvjezdica u Istarskoj i Primorsko-goranskoj županiji. 
Cilj rada je dati konkretne i korisne podatke hotelijerima i čitavom poslovnom okruženju kako bi se 
naglasila važnost zaštite okoliša u postizanju održivog razvoja turističke destinacije. 
 
JEL: Q00, Q5, Q26, L83 
 
Ključne riječi: zaštita okoliša, održivi razvoj turističke destinacije, obnovljivi izvori energije, Istarska 
i Primorsko-goranska županija 
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ABSTRACT 
 
  Major demographic change and the globalisation of the market bring with them changes in 
our eating habits. A string of public health measures in Croatia is increasingly gaining in importance, 
particularly the ecological surveillance of various sectors of the environment, of which food is 
inevitably an element. The main objective of the various industries is to produce, process and 
distribute food which will meet the requirements of health and safety, through the joint efforts of all 
parties in the food chain. ISO and HACCP enable the continual, documented surveillance of food 
safety management. The most efficient systems of food safety are introduced, implemented and 
modernized within a structured management system, becoming incorporated into the overall 
management of the manufacturing organisation. This paper describes verification procedures for the 
HACCP system. The analytical reports given here are individual cases in the introduction and 
implementation of this international system on examples in the food industry and the benefits deriving 
from it. From the results of this research, the author draws conclusions on the need to synchronise 
standards in order to meet both legal obligations and European Union norms. 
 
JEL: L66, I12, I18, Q11, K32 
 
Key words: international standards, food safety, HACCP system, quality. 
 
 
 

1. INTRODUCTION 
 

This paper wishes to show that the implementation of the HACCP norm establishes a 
process of continued and documented monitoring, and that the process as such is inevitable 
and necessary. The author justifies her main hypothesis on the grounds of analytical reports 
and laboratory research for the purpose of establishing CCT (Critical Control Points), whose 
identification and subsequent monitoring is connected to the nature of the production process 
and achieving at a sound and healthy product. 

Large, well-organised and pro-development trading companies are increasingly taking 
on monitoring of the production, safety and quality of the food they manufacture. Company 
strategy in product development, its sale on new, foreign markets, and a focus on activities 
that will increase product value, are important elements in expanding export, and especially in 
maximising the value of the export itself, which certainly contributes to making it competitive 
on the international market. (cf. Tipurić, D.: 1999). 
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 Being in possession of the standards of the International Organization for 
Standardization - Requirements for any organisation in the food chain (ISO 22000:2005; EN 
ISO 22000:2005), which, through the implementation of the Hazard Analysis and Critical 
Control Point (HACCP) system and ISO 9001 provide conditions for assessment and 
certification, is a great advantage in the huge global competition to corner the food market. 
Various trade groups, especially retailers, have developed an expanded sanitation control 
programme in order to promote the requirements of the HACCP system. (cf. Raspor, P.: 
2002). Market demands and delivery of a safe and healthy product have been ensured in the 
interests of increasing business efficiency in a widely diversified food industry. Research 
carried out in a pasta manufacturing plant in Istria resulted in the introduction of the HACCP 
system, a preventive standard and key to success for all who work in the food business in 
today’s whirlwind of competition on international and local markets. 
 Industrialisation and more recent developments in the technology of food production 
have completely changed the situation existing hitherto. Demographic, social and cultural 
change, the employment of women and the subsidized preparation of food have brought 
additional changes to our consumption. While aware of the importance of a proper, healthy 
diet, we are left with less time to prepare meals and enjoy food. 
 The new Food Act in Croatia, NN 46/20071, Article 50, states as follows: “All persons 
dealing with food whether in primary production or affiliated activities must fulfil the general 
hygiene regulations and special requirements for hygiene with food of animal origin as set out 
in the regulations for implementation, Article 51 of the Food Act”2. This contains seven 
fundamental principles and twenty steps for application, and is directed at the product, in 
accordance with the recommendations of the Codex Alimentarius and the joint commission of 
the United Nations World Health Organisation (WHO) and Food and Agriculture 
Organisation (FAO). The WHO is a special organisation of the United Nations with 
headquarters in Geneva (Switzerland), founded on 7 April, 1948, and currently numbering 
102 member countries; its role is to coordinate international health services. 
 With the expansion of major trade chains came the greatest change in giving 
prominence to care for food quality and safety, and a corresponding tendency by local and 
international trade to follow suit. Large, well-organised, pro-development trading companies 
in Croatia are increasingly taking on monitoring of the production, safety and quality of the 
food they place on the market. It is clear that the quality and safety of food cannot be viewed 
as an isolated issue (only at point of origin, sale or consumption), but throughout all phases of 
the chain of production, processing, distribution and delivery to the final consumer. The 
HACCP system is integrated into the Quality Management system and as a standard, 
represents a recognized point of reference (national, European, or international) (cf. Avelini 
Holjevac, I.: 2002). It is thus a response to market assessment, enables the reduction of costs, 
product pricing and the dissemination of knowledge in construction, technology, manufacture 
and marketing. The HACCP system is essentially an approach of prevention and continual 
monitoring which ensures food safety. The system includes identification and removal of 
existing and anticipated hazards and draws on the knowledge and ability of each individual in 
the chain of production, processing or distribution of food, as the research has shown. 
Through the implementation of ISO and HACCP standards, a continual, documented 
monitoring procedure is established in the food safety management system. (cf. Veldić, D.; 
1997).  
 
 

                                                 
1 Food Act (NN 46/07), p. 17. 
2 Ibid. p. 18. 



 

2. RESEARCH OBJECTIVES 
 

The aim of this article is to establish a preventive approach based on the identification 
and analysis of specific hazards and the establishment of preventive measures to remove the 
risk of producing potentially hazardous food, or to reduce it to an acceptable level. The basis 
for research was the study of numerous scientific and expert papers by local and foreign 
authors, their critical analysis and use in further work. (Dillton: 2001, Duraković, S. i dr.: 
2002). The subject, problems and objectives of the research called for methods of general 
scientific knowledge, which also represent significant instruments of scientific achievement. 
The experimental method is supported by laboratory research. The methods used in the paper 
are analysis, synthesis and description. 

The methods, laws and theories given are a basis for the implementation of a system in 
which control can be applied, important for the prevention or removal of hazards to food 
safety, or for reducing them to an acceptable level. In this case, the scientific contribution is 
the introduction of a new system into the food industry, represented by a pasta manufacturing 
plant in Pula, Istria, Croatia. Built in 1986 and inaugurated the same year, the building has an 
area of 168 square meters and a staff of ten. For the research purposes of this paper, analysis 
began in September 2008 and was completed in 2009, ending with the verification of the 
system’s activity. Implementation of the HACCP system includes the identification and 
removal of existing and anticipated hazards and calls on the knowledge and abilities of each 
individual in the chain of food production, processing or distribution. The result of this 
concept of the HACCP system is a working hypothesis which reads as follows: “The 
implementation of ISO and HACCP standards establishes a process of continual and 
documented monitoring in the system of food safety management”3. 

The samples taken and the results as interpreted in this research were according to the 
Rules on Norms of Microbiological Purity and How to Establish it, NN 46/94. 
Microbiological swab processing was carried out according to internationally recognized 
norms and professional criteria. 

The intention here is consistently to satisfy and in fact exceed customer expectations.  
This is enabled by incorporating the HACCP system as the basis for producing a healthy and, 
above all, safe product, through the implementation of good manufacturing and hygiene 
practice.4 
 
 

3. IMPLEMENTATION OF THE INTERNATIONAL STANDARD (HAC CP) 
SYSTEM 

  
 The HACCP plan defines the scope of the present study and explains all the concepts 
linked to each individual process. It describes all the actions necessary for correct procedure 
in pasta manufacture in order to ensure a safe and healthy product. Implementation of the 
HACCP system includes the introduction of appropriate documentation. Documentation is 
divided into three levels: documented procedures, records and forms. 
 Documented procedures are statements on the policy, objectives and plan for 
implementing the system and include: the decision to implement the HACCP system; a 

                                                 
3 The International Organisation for Standardisation – ISO – is a world-wide federation of national standards 
bodies from about 140 countries, with one representative from each country. 
4 ISO 22000:2005, Systems of Food Safety Management – Requirements for any Organisation in the Food Chain 
(ISO 22000:2005; EN ISO 22000:2005). Agricultural and food products, Croatian Standards Institute, 
September 2005, p. 5.  
 



 

contract with a consultancy company; a decision appointing a HACCP team; the duties of the 
internal HACCP team and other personnel; an agreement between the personnel and the 
employer; the HACCP plan; the plan of activities to introduce the HACCP system; a plan of 
personnel education; working instructions; a plan for internal and external auditing; a plan for 
calibrating and servicing equipment, appliances and instruments; a plan for microbial 
sampling of finished products and drinking water, a plan for cleaning, washing and 
disinfection (SSOP – Sanitation Standard Operating Procedures); a verification plan for the 
HACCP system; a contract with the relevant services for laundering of uniforms and 
footwear; a contract with the suppliers; document management and management of 
incongruent products. 
 Records are written documents which record every procedure and action taken in the 
course of implementing the HACCP system; they contain the date, and the names and 
surnames of the persons present. The records comprise: Record of the situation analysis; 
Record of  presentation of the situation analysis and proposal of measures for correction of  
deviations; Record of education and checks on employee education; Record of hazard 
analysis; Record of  practical education of the personnel; Record of any deviations corrected; 
Record of verification of the progress diagram; Record of deviation at critical control points 
(CCP) and corrective action taken; Record of identifying and removing faulty equipment, 
appliances and instruments; Record of suppliers; Record of internal and external audit; 
Record of HACCP system verification; Record of audit of the HACCP system; Record of the 
operators responsible; Record of incongruent products; Record of the traceability and delivery 
of products.  Records describing all the actions carried out during the implementation of the 
HACCP system will be given below. In the Record of inspection and situation analysis and its 
presentation, the situation described is as found at the production plant at the time of visit. 
Inspection included the dry storage areas, the packing area, the production plant, the area 
housing the cooling equipment, the sales area, the sanitary facilities and personnel changing 
rooms. Inspection and analysis of the situation at this plant was carried out by consultants 
from the Istria County Public Health Institute and members of the internal HACCP team. Part 
of the establishment of the HACCP system was education of the employees.  
 Classes were held in accordance with a defined education plan, and the owner of the 
factory also attended. There followed a written knowledge test and a record of the procedure 
for noting the results. The written evidence (exam papers) was placed in the owner’s archives. 
A hazard analysis and verification of the progress diagram took place in the manufacturing 
plant. In the factory, a record was made of the production process, hazards (physical, 
chemical, biological) were identified at each individual segment of production and critical 
control points and critical boundaries defined. Practical staff education was carried out 
according to the plan of activities for introducing the HACCP system and took place over 
several consecutive months. It included familiarization with the monitoring of critical points, 
recognising the importance of these, filling out records of temperature values in the cooling 
equipment, records of humidity percentages, the behaviour and responsibilities of personnel 
in case of deviations at critical control points, pest control, filling out records on the 
discarding of incongruent products, filling out records of cleaning, washing and disinfection 
according to the plan for these procedures, education on the behaviour of personnel and all 
those responsible in the event of the appearance of incongruent products.  

A record is made of the appearance of any deviations in the monitoring of a critical 
control point (CCP) and the corrective action taken. The person responsible is requested to fill 
in the necessary data, which might be the temperature of the cooling equipment, to show the 
critical boundaries such as a significant rise in temperature, the corrective action with 
description, date and time (e.g., moving the product into another cooling appliance of 
adequate temperature and the like). The date and signature of the person who carried out the 



 

procedure is also required. After filling out a form on the occurrence of a deviation during the 
monitoring of a critical control point, the operator must: fill out a form with date and time of 
the deviation, point out the control indicators (e.g. the analytical equipment via which the 
deviation was noticed) and the name and surname of the person responsible for checking.  
Additionally, the product must be identified (name, date of production) and the date, time and 
signature of the person/s/ responsible stated.  
 A record confirming faulty equipment, appliances and instruments must be filled out 
in the event of a recorded malfunction. This contains the date of occurrence, the person who 
noticed it (the hour), the time (the hour) and the person who informed those responsible 
(citing the name of such person/s/), when (date and hour) and who was notified (leader of the 
internal HACCP team, technical service, service company etc), with the signature of the 
person responsible and the date. After removing the malfunction, a Record of removal is filled 
out. The form contains the following information: type of equipment, appliance or instrument, 
date of removal of malfunction and the name of the person who removed it.  The form is then 
signed by the person in charge and the person who removed the malfunction. The Record of 
individual job descriptions and the Record of the persons in charge and their replacements 
contain the full names of the personnel carrying out the various work processes and of those 
who inspected the records.5 The record names those in charge of receiving raw materials, of 
washing, cleaning and disinfection procedure (in the raw material warehouse, the production 
plant, the finished product warehouse with the cooling equipment, the sales area, the hallway, 
the intervening areas, the staff sanitary facilities, the administration area and the areas in front 
of and behind the building), of taking the temperature in the supply vehicles and cooling 
equipment, discarding food that has been written off, pest control, informing of any deviation 
at critical control points, reporting faulty equipment, appliances and instruments and carrying 
out the internal audit. Work at the production plant is in two shifts. The full names are given 
of the employees responsible for the various jobs and their job descriptions kept in the factory 
owner’s archive. For a complete and prompt withdrawal of final products which have been 
established as unsafe, the management must appoint persons responsible for writing off or 
withdrawing them.  The Record of write-off or recall contains an inventory of such products, 
together with procedure to be observed with others which have to be guarded or kept under 
supervision pending destruction, are used for a purpose other than their original one, or which 
are to be dealt with in a way that will render them safe. The reason, scale and result of 
withdrawal must be stated in the record. The record also contains the date, time and signature 
of the person in charge. 
 The record of suppliers gives the names of existing suppliers who are responsible for 
supplying the factory. A record of audit is attached to the entire HACCP documentation, and 
was carried out by the firm of SGS Adriatica d.o.o.6 This organisation is certified in 
conformity with ISO 9901, ISO 14001, ISO 27001, ISO 22000, HACCP, OHSAS 18001, SA 
8000 and is also accredited by the Croatian Food Agency (HAH). A record of audits of the 
HACCP system is attached once this has been carried out. The record includes any 
modifications inside the plant, changes to the work processes, construction of new 
departments, the introduction of new personnel in the production process, or any procedure 
carried out for the purposes of modernization and contributing to the manufacture of a safe 
product.  

                                                 
5 Camden Food and Drink Research Association. HACCP: A Practical Guide. CCFRA., 1997, pg. 51. 
6 www.hr.sgs.com/hr/systems_and_services_certification_hr?lobId=18315 - 15k –29.06./07. Based in Geneva, 
this group is the world’s largest organisation for testing, certification and independent logistical support of 
international trade in all kinds of products, as well as providing monitoring services for governments and 
international institutions. Founded in 1878. 



 

 The Record of internal audit is attached to the documentation once this has been done.  
If we leaf through the forms prepared for this purpose, the following data is provided: the date 
of the audit, persons present, names of the persons in charge, remarks (deviations observed, 
recommended corrective measures, persons in charge and the deadlines for correction). The 
Record of verification of the HACCP system states that the verification was carried out by the 
consultants and leader of the internal HACCP team, and describes how it took place.  
 Verification of the HACCP system covers the following activities: a check of the 
entire documentation (record of receiving raw materials, records of monitoring critical control 
points, records of corrective action taken, records of sanitation measures, records of pest 
control, records of DDD [deratization, disinfestation and disinfection], records of  hygiene 
observance by personnel, records of personnel health, records of  personnel training, records 
of servicing and calibrating equipment, appliances and instruments, records of reporting and 
correcting malfunctioning equipment, appliances and instruments, records of sampling and 
laboratory analysis of drinking water, finished products and swabs of the microbial 
cleanliness of surfaces, equipment, appliances and the hands of the personnel and records of 
discarding or recalling products), monitoring the appearance of rodents, cockroaches and 
other vermin, monitoring the management of inadequate products, monitoring of suppliers, 
work checks according to the working instructions, and an assessment of the general 
appearance of the personnel. 
 The Record of product delivery contains the date of delivery, user, name, quantity, 
date of manufacture and the signature of the person responsible. The traceability system for 
products manufactured at the plant consists of the manufacturing date, expiry date (marked on 
the product declaration) and records of delivery (user, date and quantities delivered). 
 Forms are documents which are necessary if the organisation is to ensure effective 
development, implementation and modernization of the system. Forms comprise the 
following: records of cleaning, washing and disinfection; records of receiving raw materials; 
temperature lists; record of calibrating and servicing equipment, appliances and instruments; 
permission to enter the production plant; hygienic observance by personnel; individual reports 
by staff members on any signs of illness; control inventory for the internal audit; control of 
the presence of rodents, cockroaches and other vermin.7 These forms describe activities 
carried out during the implementation of the HACCP system. 
 The form recording cleaning, washing and disinfection according to the SSOP plan 
was made by the suppliers of the cleaning, washing and disinfection materials. Forms for each 
individual area in the building are drawn up in the same manner (daily, weekly and monthly 
records), and include work surfaces, tools and equipment. The suppliers of washing, cleaning 
and disinfection materials must draft an SSOP plan. The paper omits the name of the 
company that drafted the SSOP for this particular facility, it has not been attached and the 
lists have been stored in the factory owner’s archive.  
 The record form contains a list of materials necessary for washing, cleaning and 
disinfecting, the date of the procedure, the signature of the operator carrying it out, the 
signature of the person who then inspected it, with the relevant comments. It is for the 
management to define and ensure individual authorisations and responsibilities which will be 
designated and known to everyone, for the sake of the efficient functioning and maintenance 
of the food safety management system. Staff members must bear responsibility for reporting 
problems in this system. Appointed persons have to have defined responsibilities and the 
power to initiate and write up records of activities. 

                                                 
7 ISO 22000:2005, Systems of Food Safety Management – Requirements for any Organisation in the Food Chain 
(ISO 22000:2005; EN ISO 22000:2005), Agricultural and food products, Croatian Standards Institute, 
September 2005, p. 13. 



 

 In order to control probability in recognising food safety hazards, it is the duty of the 
leader of the internal HACCP team on his/her own estimate to fill in a form pertaining to the 
general appearance of the personnel, with coordinated questions. Objections to or long-term 
failure to adhere to implementation of established practice as contained in the agreement 
signed between the personnel and employer, gives the employer the possibility of taking 
appropriate procedures and measures. 
 In compliance with the system of managing the safety of the final product, staff 
members undertake to inform the leader of the internal HACCP team of any health problems. 
The form which they must fill in contains the requisite details (date of occurrence of 
individual signs of illness, description of symptoms, full name of the staff member, address 
and position). In signing, the staff member confirms this information in the interests of 
ensuring a sound product from the health point of view.  
 
 

4. RESEARCH METHODOLOGY AND RESULTS  
 

Following that which has previously been theoretically described according to the 
Rules on the Norms for Microbiological Purity and How to Establish it, NN 46/94, the author 
went on to process samples. These, together with the results as interpreted in this study, were 
guided according to the same Rules (NN 46/94). Microbiological swab processing was carried 
out according to internationally recognized norms and professional criteria. 

Introducing the international HACCP standard has meant both a contribution to 
scientific knowledge and another step towards a new world view. This is a new systematic 
preventive approach to achieving food safety and which will soon simply eliminate rivalry 
between manufacturers, as all who working in the food industry and the manufacture of 
sound, healthy products will have to meet the same conditions and apply the required 
standards. 
 The theoretical and conceptual analysis and experimental methods, confirmed by 
analytical reports, are intended to present and explain the system of quality management in 
only one segment (by applying the HACCP system). We also wish to show how the 
consumer’s wishes are intended consistently to be met and exceeded, something enabled 
though the integration of HACCP, which provides the basis for a healthy and above all safe 
product, through the implementation of good manufacturing and hygiene practice. We have 
dealt with key concepts, from the system’s purpose and the area in which it has been applied, 
to competition and the advantages of setting up this system.8 
 Post-production analysis is unprofitable and takes too long. Instead, food safety must 
be built into the production procedure, which is why there was recourse to laboratory testing 
at several points while the system was being set up, to ensure the correct scientific hypothesis. 
The research confirms the rightness of the objectives of the study, while confirming that 
implementation of the system ensured soundness of the product throughout the entire 
production process. We are appending the Analytical Reports of the laboratory tests, in order, 
and with explanations.  
 

4.1.  Analytical reports according to the standards of microbial acceptability 
 
            In the analytical reports three dots signify inability to trace the result, or that the rights 
of the beneficiary of the service are protected. It also means that the result is available to the 
persons who carried out the analysis, the owner/beneficiary and the person authorized to 

                                                 
8 www.vijećezakonkurentnost/22. 01. 2009. 



 

inspect and control the system. The report shows microbial swabs taken from seven work 
surfaces and tools together with the results of analysis, which show that these are 
microbiologically clean according to the Regulations on standards of microbial acceptability 
and methods for determining this, NN 46/94.  
 

• Analytical sample number: 2008/… 
 

Submitted: 
At the request of: 
Municipality/City: 
Facility: 
Owner: 
 
Table 1 
 

TEST RESULTS 
 

No. Swab – rinse solution – 
print 

Cfu/ml-cm2 +/- E SGD  

1. Pan – stainless steel 
(during work) 

15 - - - 

2. Clean pan – stainless steel 2 - - - 
3. Clean extruder for fusilli 0 - - - 
4. Drier for depositing 

finished pasta 
1 - - - 

5. Knife for removing foil  0 - - - 
6. PVC container 0 - - - 
7. Chiller door 0 - - - 

Source: Author 
 
CALCULATION OF MICROBIAL ACCEPTABILITY OF PLANT: 
(according to the Regulations on standards of microbial acceptability and methods for 
determining this, NN 46/94). 
 
KEY: 
Cfu  (colony forming unit)  
E  (Enterobacteriaceae)  
SGD  (Streptococcus group D)  
(-)  (corresponds to standard)   
(+)  (does not correspond to standard) 
 
 
     The total number of bacteria shown in Cfu/ml-cm2 (+/-) on stainless steel work 
surfaces is ten, and 30 on PVC work surfaces. If no pathogenic microorganisms (E and SGD) 
are present, it can be 50% greater, 15 for stainless steel and 45 for PVC. Canvas and wooden 
work surfaces must not contain pathogenic microorganisms, and there is no standard total 
number. 
             Analytical report shows swabs taken from the hands of operators and the test results. 
It may be seen these are microbiologically acceptable, according to the Regulations on 
standards of microbial acceptability and methods for determining this, NN 46/94). 



 

• Analytical report no. 2008/… 
 
Submitted: 
At the request of: 
Municipality/City: 
Facility: 
Owner: 
Analysis begun: 26 May 2008; Analysis completed: 29 May 2008. 
 
Table 2. TEST RESULTS 

No. Swab – rinse solution - 
print 

Cfu/ml-cm2 +/- E SGD 

01. Hands – (full name) 3 - - - 
02. Hands – (full name) 2 - - - 
03. Hands – (full name) 56 - - - 
04. Hands – (full name) 42 - - - 

Hands swabbed for presence of S. aureus. Not present in any. 
 
ASSESSMENT OF PLANT MICROBIAL ACCEPTABILITY: 
(according to the Regulations on standards of microbial acceptability and methods for 
determining this, NN 46/94).  No assessment due to small number of swabs analysed (Article 
2 of the Regulations). 
 
INTERPRETATION OF SIGNS: 
 
cfu   (colony forming unit) 
E   (Enterobacteriaceae) 
SGD   (Streptococcus group D)  
(-)   (corresponds to standard) 
(+)   (does not correspond to standard) 
 
 
            The total number of bacteria shown in Cfu/ml-cm2 (+/-) on the hands is 1000.  In the 
absence of pathogenic microorganisms (E and SGD) this may be 50% greater, or 1500.  

Analytical sample numbers: 2008/…; 2008/…, show two samples in their original 
packing (description of samples and exact names stated in the laboratory report). At the 
request of the owner, these specific samples were taken in order to carry out a detailed check 
of the production procedure and set the system up in the correct manner. The results are in 
accordance with the MAV (maximum acceptable value) of the Regulations, which means the 
absence of salmonella in 25g of the sample, but allows the presence of Staphylococcus 
aureus, Enterobacteriaceae and Aerobic sporogenic bacteria up to 10 < in one gram of the 
sample. 
 

• Analytical sample number: 2008/… 
 
Class / number: 
NAME OF SAMPLE: NOODLES – dried pasta with eggs 500 g.  
Use-by date: 16 November 2008. 
Analysis begun: 25 November 2008; Analysis completed: 28 November 2008. 
 



 

 
ANALYTICAL REPORT 
SENSOR TESTING – SAMPLE DESCRIPTION 
A 1x500g sample in its original packing – (an airfoil bag) with declaration - was sent to the 
laboratory for microbiological analysis. 
 
MICROBIOLOGICAL ANALYSIS 
Salmonella sp.                             25 g           0  (-) 
Staphylococcus aureus                 1 g           10 <             (-) 
Enterobacteriaceae                   1 g           10 <                  (-) 
Aerobic sporogenic bacteria         1 g           20                    (-) 
 
LEGEND:          
 (-) corresponds to standard 
 (+) does not correspond to standard 
 

• Analytical sample number: 2008/…  2009/…  
Class / number: 
NAME OF SAMPLE: GREEN LASAGNE – dried pasta with eggs and spinach 500g.  
Use-by date: 16 November 2008. 
Analysis begun: 25 November 2008; Analysis concluded: 28 November 2008. 
 
ANALYTICAL REPORT 
SENSOR TESTING – SAMPLE DESCRIPTION 
A 1x500g sample in its original packing - (an airfoil bag) with declaration - was sent to the 
laboratory for microbiological analysis. 
 
MICROBIOLOGICAL ANALYSIS 
Salmonella sp.                  25 g            0                      (-) 
Staphylococcus aureus               1 g            10 <                  (-) 
Enterobacteriaceae                 1 g          10 <            (-) 
Aerobic sporogenic bacteriae     1 g          20                      (-) 
 
 
LEGEND:            
(-) corresponds to standard 
(+) does not correspond to standard 
 
OPINION 
 The samples analysed CORRESPOND to Article 26 of the Regulations on 
microbiological food standards (NN 46/94, 20/01, 40/01, 125/03, 32/04). 

From the above research, the author concludes that based on the nature of the 
production process, hazards have been identified and the CCTs determined which  are 
necessary for monitoring  the HACCP system. 
 

 
5. ESTABLISHMENT OF THE HACCP PREVENTIVE APPROACH 

 
The establishment of the HACCP preventive approach, according to the above 

presented reports, shows that at this factory has achieved the following: 



 

 
• hazards and risks are identified and removed prior to the occurrence of an unsafe product, 
• education and awareness of a safe and healthy product is promoted and illnesses caused 

by unsafe products prevented, 
• continual monitoring of the critical parameters during production contributes to making 

products competitive, 
• corrective action is taken prior to the appearance of an unsound product, thus avoiding 

risks to the consumers’ health, 
• documented evidence of quality control has been established, 
• the plant is compatible with product quality systems and with international standards 

(ISOs), 
• facilitates and enables the factory to do business within and outside the EU. 
 

Synchronised standards meeting EU requirements would increase the competitiveness 
of Croatian industry and resolve a question constantly asked: Are Croatian manufacturers and 
the range of their products and services ready to take on the international market by 
implementing these standards? Between 2003 and 2007, a total of 319 companies were 
certified in the Republic of Croatia. By type of certification, Codex Alimentarius figured 
largest: 76.80% (Fig.1), the group of others having one company each with a Codex Al. 
certificate. I ISO 22000 – SAS – Swiss Accreditation Service - Food Safety Management 
Systems - from the SAS (Swiss Accreditation Service)9, Dutch HACCP (Dictionary terms for 
HACCP in Dutch, Dutch definition for HACCP, ... Dit artikel maakt gebruik van materiaal 
uit)10, RvA – HACCP accreditation issued under the Netherlands Rva certification HACCP, 
and ISO 22000 – UKAS – by this accreditation – the certification of the HACCP system 
according to Codex Alimentarius without accreditation, followed by 3 facilities with a BRC - 
British Retail Consortium Standard “BRC Global Standard – Food”11 represents one of the 
most widespread international instruments through which participants in the food chain 
evaluate their own suppliers.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
9 ProCert was accredited in compliance with the new ISO 22000 standard - Food Safety Management Systems - 
from SAS (Swiss Accreditation Service) 
10 http://www.babylon.com/definition/HACCP/Dutch,12.12.2007. 
11 www.dnv.hr/certifikacija/sustav_upravljanja/Hrana/BRC/BRC.asp - 58k 
 



 

 
Figure 1.  
 

 
Source: Compiled and processed by the author according to: 
www.dnv.hr/certifikacija/sustav_upravljanja/Hrana/BRC/BRC.asp - 58k 

 
Three companies with the ISO 22000 certificate, without accreditation, and 3 with an 

Rva certificate. Regarding the deadline for implementation of the HACCP system, there has 
been a change in the certification of companies.   

 
Figure 2 
  

Firms issuing certification between 2003 and 2007. 

Source: Ibid  
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Fig. 2 shows that in 2002 only one company had received certification from the 
DNV12, and in 2007 thirty-nine, most of the certificates being issued by TÜV Bayern Sava13.  

In the 2003-2007 period, the highest percentage of certificates was issued by the SGS 
certifying firm - 36.3%, and the lowest number by TÜV Bayern Sava, 0.13%, as seen in Fig. 
3. Implementation of the HACCP system achieves overall quality management, which means 
the inclusion of all company employees in activities aimed at improving the quality of 
products, services, processes and of doing business. 

By an objective analysis of one’s own attainments by comparison with those of other 
companies, it is possible to achieve greater motivation and finally, excellent business results. 
A negative effect on consumer health as a result of consuming an unsafe product, on the other 
hand, can result in the failure of a business in the food industry. (cf. Šćetarić–Legan, V.: 
2004). 

With the implementation of the HACCP system, integrated into all the other systems 
to ensure the safety of food which will meet legislative requirements and all the specifications 
of the food chain, it is possible to enable consumers to have a high level of confidence in the 
products they buy. 
 
Figure 3 
 
Percentage of certifying firms in total number of certifications carried out from 2003 to 

2007. 
 

Source: Ibid  
 

                                                 
12 Det Norske Veritas (DNV), with its experience and professionalism acquired by long-term presence on the 
market, a leader in the certification sector. www.dnv.hr/ - Det Norske Veritas (DNV) is an independent 
foundation which acts to protect life, property and the environment. It was founded in 1864 in Norway for the 
inspection and technical assessment of Norwegian merchant ships. 
13 TÜV Bayern Sava belongs to the consortium TÜV Süddeutschland AG, Minhen 
(TÜVSÜDGroup).eicc.org/tenders/TenderDetails_s.php?tender_id=3942&s_institution_company=&s_place=... 
- 15k - 
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One of the challenges for the food industry in recent years has been the issue of 
numerous certificates by internationally recognised agencies and legislations. It is therefore 
not difficult to understand that regulations on the global scale bring problems in decision-
making within the company. 
 
 

5. CONCLUDING REMARKS 
 
 Competition in Croatia today is very intense. In addition to quality, consumers want 
faster delivery and lower prices. The establishment of the HACCP system has certainly 
enabled a better quality of choice for the customer, and an incentive to the manufacturer to 
work constantly on improving quality and a sustainable development. Through quality, a 
successful company has to respond first to the needs and expectations of the consumers and 
users, increase revenues and profits while keeping costs down. From the methodological point 
of view, quality is necessary to ensure and motivate people towards responsibility, so that the 
entire organisation is based on care for the customer and his/her wishes. Due to the increasing 
globalisation of production, large corporations are ever more frequently forced to focus on a 
basic activity (Core Business), leaving everything else to suppliers and partners worldwide. 
 Through business reorganisation, the application of modern information technologies 
and systems, a joint remodelling of critical material and non-material processes the nurturing 
of new approaches and the continual improvement of the basic efficiency indicators of a 
company, enables achievement of a driving force for competitiveness and employment. 
Today’s interpretation of quality should therefore be much more rounded. A quality product 
can only be one whose entire life cycle contributes to the satisfaction, health and safety of the 
consumer.  This must be built into its development, production, distribution, use, maintenance 
and recycling, with minimum expenditure of all resources and an acceptable effect on the 
user, the environment and society. 
 With globalisation, the expansion of problems concerning food safety becomes more 
important than ever. In consequence, food manufacturing companies have recognised the 
necessity of directing activities throughout the entire food chain. 
 Therefore, a management approach towards recognising hazards, undertaking 
activities to prevent them and monitoring production procedures, ensure conditions for the 
manufacture of food that is healthy and sound. Naturally, it is the aim of every company to be 
present on the market. To ensure success, it is necessary to ensure a growth in living standards 
over a longer period. Countries are becoming more competitive by focusing on growth 
resources in productivity (innovation, education, introduction of foreign technology, founding 
of new companies). 
 The application of a preventive approach in the production of a safe and healthy 
product is certainly the key to success for all who are involved in the food business, in today’s 
whirlwind of competition on global and local markets. 

This research was intended as a contribution to the study of the application of norms 
through the use of international standards in achieving a sound and healthy product. Further 
research should provide clarification and show their interconnection, while giving impetus to 
an inter-disciplinary approach to the subject by highlighting the link between soundness of 
product and customer satisfaction and expectations. What has been said corroborates the need 
for increased awareness of the importance of consuming safe and healthy food, and of the 
risks which can arise from consuming food that is unsafe. 
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UVOðENJE I PRIMJENA ME ðUNARODNOG STANDARDA HACCP NA 
PRIMJERU SUBJEKATA U POSLOVANJU S HRANOM 

 
 

SAŽETAK 

 

Velike demografske promjene u društvu i globalizacija tržišta za sobom donose dodatne 
promjene u našim prehrambenim navikama. Čitav niz javno zdravstvenih mjera sve više dobiva na 
važnosti, pri čemu treba naglasiti mjere ekološkog nadzora različitih medija okoliša, od kojih je hrana 
neizostavljiv segment. Glavni je cilj prehrambenih industrija proizvesti, preraditi i distribuirati hranu 
zajedničkim naporima svih strana koje sudjeluju u lancu hrane, a koja će ujedno udovoljiti zahtjevima 
zdravstvene ispravnosti iste. Implementacijom ISO i HACCP normi se uspostavlja proces 
kontinuiranog i dokumentiranog nadzora u sustavu upravljanja sigurnosti hrane. Najdjelotvorniji 
sustavi sigurnosti hrane uspostavljaju se, provode i moderniziraju u okviru strukturiranog sustava 
upravljanja, te se ugrañuju u ukupne upravljačke aktivnosti proizvodne organizacije. U radu se 
opisuje postupak verifikacije HACCP sustava. Nadalje, analitički izvještaji prikazani u radu su 
pojedinačni slučajevi uvoñenja i primjene meñunarodnog standarda HACCP na primjeru subjekata u 
poslovanju sa hranom, kao i rezultata postignutih uspostavom istog. U završnom dijelu rada autorica 
temeljem dobivenih rezultata istraživanja donosi zaključke o potrebi usklañivanja standarda radi 
zadovoljavanja zakonskih obveza kao i normativa Europske Unije. 
 
 
 
Key words: meñunarodni standardi, sigurnost hrane, HACCP sustav, kvaliteta. 
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EFICIENCY ANALYSIS OF THE ISTRIAN COUNTY REGIONAL 
POLICY 

 
 

ABSTRACT 
 

Every macroeconomic analysis considering the level and structure of development is 
based on specific theoretical background and associated methodological framework. The 
importance of land and space in today’s economic policy demands new regional research. 
Regional issues are nowadays regarded as the questions of vital importance with many different 
approaches that cannot be generalised. Regional approaches usually reflect current problems 
and constraints within economy but also different contributions of particular theoreticians. The 
author used the OLS model in the paper to investigate the multidimensional nature of regional 
policy on the example of the Istrian county. Using the OLS model, the correlation between gross 
domestic product and influential variables for the Istrian county has been investigated. The model 
is limited because of the available data, so the variable selection is needed. The model presented 
in the paper can serve as an analytic framework for the regional policy optimisation and 
structural changes measurement.  
 
JEL: R00, R1, R5, 02 
 
Key words: theories of economic development, regional policy, theories of regional  
                   development, economic growth. 
 
 
 
 

1. Introduction 
 
A variety of regions and the dynamics of developmental processes emphasise 

different research approaches and the development of scientific fields. The theoretical 
approach to regional development, which is largely dependant on historical processes, 
natural characteristics and socio-political systems, has significantly influenced the 
development of regional economy. It has not been possible to generalise the theoretical 
approach to regional development, so the general concept of regional economy has been 
impossible. The complexity of regional facilities has represented a starting point for 
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modelling scientific disciplines, whose interest is motivated by the need to ensure 
efficient development. This is also supported by different definitions of regional 
economies, in which some theoreticians include specific features and problems in their 
own environments and regions, which is evident in works by W. Isard1, L. Lefeber2, J.R. 
Meyer3, V. Dubey4, N. Nekrasov5, B. Kubović6, J. Osmanković7, etc.  

Regional development is thus understood as a dynamic process dependant on the 
combination and application of available factors, which is the main issue in this paper.  
The hypothesis has been tested with the aid of OLS model using E-view package. Despite 
all the constraints related to the availability, time and objectivity of determinants, we can 
draw certain conclusions. The regression analysis has confirmed the significance of 
relevant parameters concerning the above-mentioned model and pointed out the necessity 
of change in the structure of activities and the educational level of citizens. Therefore, the 
Istrian county possesses objective pre-requisites needed for a turning point in the 
direction of GDP development and acceleration, followed by quality changes in the 
economy structure. The approach to the national strategy of long-term regional 
development must be based on scientific analysis considering the influences of various 
factors on the tendencies of development and the changes in society’s economic 
structure, from which the evaluations of development possibilities stem, as well. 
 

2. Previous Theoretical Research and Results 
 

The regional development of economy is a complex and current issue. The 
interest in studying regional development has been resulted from regional differences, 
manifested in a wide range of territorial deformations (depressive areas, conflicts 
between centres and outskirts, domination, etc.), whose free and complete action of 
economic laws has not been automatically solved.8 Dealing with undeveloped areas has 
been gradually extended into a wider range of regional development issues as well as into 
considerations about the regional harmony of economy as a whole because it became 
clear that the problem of undeveloped areas cannot be successfully considered and solved 
without respecting the context of the entire national economy. Consequently, successful 
regionalisation implies that region should be simultaneously viewed as a centre of its own 
potentials and as a system open to experiences of others, able to learn from practical 
experiences of others and thus find answers to numerous questions and constraints.9  
According to the theories known so far, it is not possible to conclude what regional 
development to apply although many theories are concerned with this.    

                                                 
1 W. Isard: Methods of Regional Analysis – An Introduction to Regional Science, MIT and John Willy and 
Sons, New York – London, 1960., str. 413 prema: Aleksandar Bogunović, Soumitra Sharma: « Narodno 
gospodarstvo» Osnove teorije i prakse, Art Studio Azinović, Zagreb 1995. p. 215 
2 L. Lefeber: Allocation in Space Promotion, Transport and Industrial Location, North-Holland Publishing  
Co, Amsterdam, 1958. p. 8 
3 J.R. Meyer: «Regional Economics: A Survey, American Economic Review, LIII, 1963.  
4 V. Dubey: «The Definition of Regional Economics», Journal of Regional Science, Vol. 5, Winter 1964. 
5 N.N. Nekrasov: Regionalna ekonomika, Ekonomika, Moskva, 1978., p. 19  
6 B. Kubović: Regionalna ekonomika, Informator, Zagreb, 1974., p. 51-56.  

   7 J. Osmanković: «Regionalizacija (teorija i praksa)», BETA, Sarajevo 2001. p.11 
8 Ibid 9, p.11 
9 Ibid 9,  p. 5 



The importance of economic area and the process of delocalisation in the 
contemporary development has been identified and theoretically analysed for the first 
time by F. Perroux (1950)10. The main idea of the theory implies that economic 
development does not occur everywhere at the same time and in the same way. It appears 
at the poles of development and has an unequal impact on economy as a whole. The 
theory is centred on the concentration of production in the areas where the best 
competitive advantages are possible and the comprehensive valorisation of agglomerated 
economies can be achieved. The theory emphasises that the complex problems of 
regional development cannot be solved by making individual decisions in a short period 
of time. Its advantages are indicated by taking into account the dynamic character and 
structural changes. Insisting on ex-ante choice of development sequences leading to 
deeper structural changes in region has a special value. Although the theory has provided 
us with important theoretical elements of regional development, it does not sufficiently 
correspond to particular stages of development and suggests certain caution because of 
some problems which occurred during its implementation of theory into practice.   

In order to present the complex issues of regional development and a range of 
theories focused on this, it is also needed to present the basic theories of locations, 
neoclassical model and export-based theories 11. 

The theory of location has a special importance in explaining the phenomenon of 
regional development. It was founded by the German economist J. Thuenen who 
formulated and presented the territorial distribution of production in the first half of 19th 
century. Thuenen studied the distribution of agriculture in an environment while his 
followers studied the distribution of industrial plants. The research resulted in 
formulating the concentric circles of agricultural production distribution. Thuenen’s 
conclusions were theoretical in their character and the model was static. A 
comprehensive theoretical conception of the optimal distribution of industrial plants, 
having profit as a basic business motive, was suggested by Weber. Elaborating motives 
and factors crucial for the geographical distribution of companies, he started from 
minimising costs, i.e. maximising individual profit. He pointed out transportation costs, 
labour costs and agglomeration costs as the decisive factors considering the location of 
industry. Although Weber is considered to be the author of the first general location 
theory, he was significantly influenced by Thuenen as well as by Launhardt and Rosher, 
seen as the first location theory idea-makers.12 The neoclassical models of economic 
growth were elaborated by R.Solow, N. Kaldor, J.E. Meade.13 In relation to the 
assumptions about the complete mobility of production powers, perfect competitiveness, 
as well as the assumption that regional differences tend to disappear from the economies 
based on a free game of economic powers, which cannot be associated with the real 
market, neoclassical doctrine could not contribute to the understanding of regional 
development problem. The export-based theory says that export is a factor which creates 
and moves the development of regions. The economic theories rooted in this theory are 
concentrated on the movement of national final consumption, whose influence on the 
increase in regional export is predictable. The advocates of this theory, such as North and 

                                                 
10 Ibid 8,  p. 125 
11 Ibid 9 p. 27 
12 Ibid 9, p. 31 
13 Ibid 9, p 32 



Tieboux, think that the economic efficiency of regions is measured by a successful 
specialisation in those production branches which enable region to have an active 
interregional exchange, i.e. surplus of export over import. The theoretical approach to 
regional economic development is not a sufficient basis for studying regional 
development problem in its complexity.         

The ‘big push’14 theory represents an alternative to the balanced growth theory. 
Abandoning the balance of economy in accordance with the chosen strategy of achieving 
development pushes is the foundation of this method, which implies leaving the vicious 
circle of undeveloped state. The investment ability implies building up an adequate 
theory and practice in every country with the aim of developing modern economy sectors. 
Investment activity, accompanied by limited capital, does not give a chance to fast 
transformations and exit from the undeveloped state. Big push referring to development 
is determined by investments, investments are determined by savings, and savings are 
determined by the level of income which represents the aggregate of economic 
development.  

The territorial level is therefore a basic starting point for determining the contents 
of regional economy, which is increasingly changed and upgraded under the influence of 
globalisation. Having insights into particular theories, we can summarise that regional 
diversity itself is not a problem, but it can be a factor of faster and better development as 
much as the specific features and experiences of regional diversities can be creatively 
used. Although an advantage should be given to the revitalisation of regions whose 
development is lagging behind, we must not reject the creation of structures which will 
help us modernise development and ensure efficiency more easily. 

Being a pre-requisite of achieving successful regional development policy, 
analysis is needed and efficiency criteria should be respected due to limited funds. It is 
clear that regional policy has an exquisitely important role requiring a clear and 
scientifically based systematic approach. According to the theories presented so far, it is 
not possible to conclude what regional development should be implemented although 
many theories mention this concept. The above-presented approaches to regional 
development are not the only ones but they are characteristic, which can help us expand 
our understanding of regional economy.      
 

3. Data Sources and Methodological Framework 
 

As the regional development theories point out the fact that there is no general 
concept of regional economy, so theory cannot help us conclude what regional 
development should be applied, the author has tried - testing the hypothesis about 
regional policy efficiency in the stated period (2003) in the Istrian county - to find out a 
solution to this. In order to improve the efficiency of regional policy, the author (using 
the multiple regression analysis) pointed out the correlation between particular variables 
which influence the regional development of the Istrian county in the analysed period 
(2003) and stated what variable is the most significant for the county development. The 
aim of the current study is thus to determine influential factors, selection of hypotheses 
and conditions which are to enable the achievement of more competitive regional 
development and the entire development, as well.   
                                                 
14 Ibid 8, p. 125  



The main disadvantage of this model lies in subjectivity, present in choosing 
certain variables, and the lack of some statistical data in the particular period. Data 
relevant for this year (2003) have been obtained from various sources: Statistical 
Yearbook, Government Statistical Office, Financial Agency, R.O.P. (Regional Operation 
Programme 2006-2010), Croatian Chamber of Commerce – Istrian Chamber of Pula. 
These have been processed by the author.      

The author applied the OLS model using e-views packets. The suggested 
methodology opens up a possibility for better development understanding, reveals the 
seriousness of regional disarrangements, and gives arguments for further regional 
development. The generalisation of system and the method of solving regional problems 
are not adequate because of the present imbalance and a whole series of factors which 
generate development. 
 

4. Istrian County Development Policy  
 
The regional development and institutions meeting the requirements of managing 

regional development in the era of globalisation are of great importance in the period 
when Croatia is getting ready for becoming the full member of the European Union and, 
generally, for achieving its competitiveness. In order to find out a creative solution to 
new challenges, the regional policy is rehabilitated in terms of creating entrepreneurship, 
encouraging innovations, new education system, factor mobility and autarchy 
elimination. We can actually say that the new regional policy changes the position of 
region in the management process, emphasising the dynamics of local system. Counties, 
being the units of local (regional) government have become crucial in planning and 
implementing the regional development.     

Viewing the Istrian county economic structure (see Table 1), measured by the 
total achieved revenues in 2006, the processing industry was first ranked with significant 
34,0%, immediately followed by trade (27,5%). The biggest profit was made in the 
processing industry (33,9%) and  the real estates business and services (31,1%), while the 
smallest profit was made in transportation, storage and telecommunications (2,5%). 
Taking into account the total employment structure in economy, the processing industry 
participates here with the highest degree (31,3%), while just 4,3% refers to transportation, 
storage and telecommunications. Although the processing industry prevails according to 
the number of employees as well as revenues, the low level of investments in technology, 
low education and professional level of labour force, and poor networking with other 
industries and services greatly slow down its competitiveness at the foreign market and 
contribute to a slower and inadequate GDP growth.  

 
 
 
 
 
 
 
 
 



Table 1 
 

           Shares Concerning Six Most Relevant Activities in the Istrian County 
 

ACTIVITY 
NO. 

ENTREPREN
EURS 

NO: 
EMPLOYEE

S 

TOTAL 
REVENUE

S 

TOTAL 
EXPEN

SES 

PROF
IT 

LOSS 

D processing 
industry 

11,1 31,3 34,0 33,4 33,9 17,5 

F construction 
industry 

10,5 9,3 8,4 8,5 6,2 3,3 

G trade 28,8 19,5 27,5 28,4 14,1 14,0 
H hotels and 
restaurants 

5,6 15,3 9,8 10,5 8,5 26,1 

I transport, 
storage and 
telecommunica
tion services,  

7,3 4,3 3,2 3,2 2,5 2,7 

K real estate 
business  
rental & 
business 
services 

29,9 10,0 9,1 7,3 31,1 23,1 

Others 6,8 10,4 8,1 8,7 3,6 13,2 
Total 93,2 89,6 91,9 91,3 96,4 86,8 

Source: FINA – Osnovni financijski rezultati poduzetnika u 2006. godini / FINA – Basic 
Financial Results of Entrepreneurs in 2006 

Source: HGK- Županijska komora Pula / Croatian Chamber of Commerce - Pula 
 
Some inadequate competitiveness has been also observed in agriculture and food 

production, mainly because of the fact that local people are not educated enough and 
because of the observation that small areas remained small and thus not very competitive 
at the market. The traditional agricultural sector with its traditional and poorly educated 
labour force, along with its low productivity and efficiency is increasingly becoming a 
matter of the past. However, it is important to emphasise that the situation significantly 
changed after 2003, so developmental movements are obvious in the sectors of vine and 
olive growing, which can be see in Table 2. The specialisation of agricultural farms can 
contribute to an increase in economic efficiency, which is needed for the international 
competitiveness.  

 
 
 
 
 
 
 
 



Table 2 
 

Number of Purchased Vine Slips and Olive Tree Seedlings in the Istrian County          
                                                           from 2001 to 2005 

 
Year Vine Slips  Olive Tree Seedlings 
  Number ha Number ha 
2001 202.650 67,5 29.494 105,3 
2002 182.827 60,9 32.620 108,7 
2003 118.247 39,4 41.567 138,5 
2004 336.900 84,2 47.679 170,3 
2005 662.951 165,7 96.187 343,5 
Total 1.503.575 417,7 247,547 866,3 

Source: Designed by author, according to data taken from HGK (Croatian Chamber of 
Commerce) - Gospodarski profil Istarske županije u 2006. godini / Economic 
Profile of the Istrian County in 2006 , p. 54 
Establishing regional agencies after 2003, the Istrian county has recorded a 

positive trend in achieving financial results, which can be seen in Table 3 (number of 
employees, number of entrepreneurs, total revenues). The new entrepreneurial climate, 
led by the participation of regional development agencies and the preparation of strategic 
documents on development, has largely affected the Istrian economic revitalisation, but 
still not enough in relation with the resources of development.  
 
Table 3 

 
Basic Financial Results Concerning Business Performances of Entrepreneurs from 

the Istrian County 
 2003 2004 2005 2006 
Number of 
Entrepreneurs 

5.351 5.776 6.284 7.063 

Number of 
Employees  

41.705 42.270 42.434 43.341 

Total Revenues 
in Millions of 
Kunas 

23.474 24.645.404 24.717.372 27.307.581 

Source: Designed by author according to data taken from FINA (Financial Agency) and 
publication - Gospodarski profil istarske županije u 2006. god / Economic Profile 
of the Istrian County in 2006; HGK Županijska komora Pula (Croatian Chamber 
of Commerce – Istrian County Chamber of Pula) 
 
Starting only from certain number of indicators, we can observe that the Istrian 

county invests lots of efforts to raise the level of competitiveness and largely succeeds in 
this but it simultaneously encounters developmental weaknesses, such as inadequate 
investments in sophisticated technology, the low level of using knowledge and 
innovations in the key economic sectors, inadequate educational structure, inadequate 
legislature and, what is the most important, the incorrect perception of developmental 



needs. All this leads to low-leveled GDP per capita compared to potential resources. This 
is the reason why we wanted to slightly contribute to the regional policy, in other words 
the regional development management, through carrying out this research.    
 

5. Study Hypothesis and Results  
 

The relevant and reliable evaluation considering the efficiency of the county 
regional policy is a crucial foundation of every economy. This paper confirms the 
hypothesis about the relation between regional development measured by GDP per capita 
in the county and the adequate structural variables affecting the efficiency of the Istrian 
county regional policy.  

The obtained results coincide with the empirical study taken from the county 
strategic document.  

Due to the study, we have realised that the structural changes are highly needed in 
order to improve the regional policy efficiency, what is presented in the following text by 
applying the regression equation (1.1.) and table (4): 
 

Y= f (x1, x2, x3, x4, x5, x6D) (1.1) 
 

Y= 16,560 – 0,089X1+ 0,145X2+ 0,361X3+0,001X4+2,963X5+1300,03 PRA 
 
Symbols mean the following:  
Y = gross domestic product  
X1 = employees in primary industry (agriculture, hunting, forestry and fishing) 
X2 = employees in secondary industry (mining, processing industry, electric power 

supply, construction industry) 
X3 = employees in tertiary industry (wholesaling and retailing, hotels and restaurants, 

transportation, storage and telecommunication services, financial agencies, real 
estate business, rental and business services) 

X4 = number of agricultural household (in thousands of kunas) 
X5 = university qualifications and two-year post-secondary school qualifications 

concerning agricultural household  
D = dummy variable referring to existence of regional development agencies   
 D =1; existence of regional development agencies  
 D =0; lack of existence referring to regional development agencies  
(Dummy variable in regression is marked PRA; existence of development agencies) 
 
Estimation Equation: 
===================== 

Y = C(1) + C(2)*X1 + C(3)*X2 + C(4)*X3 + C(5)*X4 + C(6)*X5 + C(7)*PRA 
 
Substituted Coefficients: 
===================== 

Y = 16.56032186 - 0.0888380066*X1 + 0.1454522606*X2 + 0.3616479615*X3 + 
0.001793405783*X4 + 2.963123724*X5 + 1300.034021*PRA 

 



 
Table 4 

 
Results of Linear Regression  

 
Dependant Variable: Y   
Method: Least Squares   
Date: 02/06/08   Time: 10:50   
Sample: 1 22    
Included Observations: 22   
     
     Variables Coefficient Std. Error t-Statistic Prob.   
     
     C 16.56032 304.7589 0.054339 0.9574 
X1 -0.088838 0.589478 -0.150706 0.8822 
X2 0.145452 0.089987 1.616377 0.1268 
X3 0.361648 0.058394 6.193198 0.0000 
X4 0.001793 0.039036 0.045942 0.9640 
X5 2.963124 4.676922 0.633563 0.5359 
PRA 1300.034 1308.910 0.993219 0.3364 
     
     R-squared 0.999364    Mean Dependent Var 18038.36 
Adjusted R-squared 0.999110     S.D. Dependent Var 42184.55 
S.E. of Regression 1258.780    Akaike Info Criterion 17.36705 
Sum Squared Resid. 23767922     Schwarz Criterion 17.71420 
Log Likelihood -184.0375     F-statistic 3928.246 
Durbin-Watson Stat 2.184005     Prob(F-statistic) 0.000000 
     
     Source: Designed by Author 

 
Having in mind that GDP is a basic indicator of regional competitiveness, the 

author (through applying the regression analysis) has analysed the impact of certain 
independent structural variables on its change. The chosen independent variables are 
grouped into those explaining the economic structure of certain sectors and education 
aimed at creating new values, so the model also includes one dummy variable as an 
unavoidable factor of development; the existence of development agency.  

If we analyse the variance, we can see that the determination coefficient (R2) is 
0,999, which means that 99% of all the deviations is explained by this regression model. 
The modified determination coefficient remains the same and also indicates the fact that 
more than 99% of all the deviations is explained by this regression model. The results 
themselves reflect structural states and developmental processes indicating the necessity 
of change. The study shows that there are much more people employed in the secondary 
and tertiary industries than they contribute to GDP, also that the Istrian county is at a very 
low level of educational structure which significantly influences the number (share) of 
agricultural people and, consequently, a small percentage of people included in the 
primary sector.  



It is finally important to point out the specific feature of model associated with the 
year of 2003 in relation to the lack of data as the conditions referring to agriculture have 
changed since 2003 due to an increase in investments covering olive trees and vine 
planting activities. Besides, the number of development agencies in the county area, their 
activities and importance have increased, which is evident in the tables (see the 
Appendix). The analyses and their results are a starting point for upgrading the system 
and defining economic policy. 
 

6. Conclusion 
 
Due to their specific features, theoretical models and numerous empirical studies, 

also including this one, do not offer one solution but they can contribute to the conception 
and strategy of regional policy in the Istrian county. As regional policy is faced with 
many new requirements and new approaches to be found, adjusting the relations between 
power and responsibility to new forms and relations of development, the Istrian county is 
confronted with the need to accelerate the economic growth through using its 
developmental possibilities more completely as well as strengthening its own ability to 
provide internationally competitive offers. 

Although it immediately follows the City of Zagreb being a leading county, which 
has recently invested lots of efforts to reconstruct economy, largely investing in major 
infrastructure projects, building new facilities, encouraging investments in revitalising 
and planting new olive groves and vineyards, developing entrepreneurial zones, 
establishing the University, it still encounters numerous limitations.  

One of the relevant obstacles to a new direction towards an upturn refers to the 
pro-recession economic policy burdened with a dogma according to which stabilisation at 
the current low level of using production (material, financial and human) factors is seen 
as a pre-requisite of development as well as the insufficient educational level needed for 
using high technologies which create new values. Namely, Europe and other parts in the 
world are abandoning the classical industrial society and entering a new IT society which 
relies on microelectronics, biotics, energetics and robotics, so the development 
imperatives are to be found in resources such as sciences, information, time, new research 
approaches. The above-stated changes encourage a decrease in production costs, quality 
improvements, international competitiveness, export, which affect also the structure of 
economy and the economic position of particular countries.    

Finally, it can be concluded that an important support in case of the regional 
economic policy lies in the availability of scientifically and professionally rooted 
statistical-analytical foundation, continuous research into the status and changes of 
national economy, and the analysis of possibilities concerning the future development in 
relation to the international environment.   
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ANALIZA EFIKASNOSTI REGIONALNE POLITIKE 
ISTARSKE ŽUPANIJE 

 
SAŽETAK 

 
Svaka makroekonomska analiza razine i strukture razvijenosti ima odreñena 

teorijska polazišta te metodološku osnovu za izradu odgovarajućeg analitičkog okvira. 
Širenje spoznaja o prostoru i njegovim brojnim prostornim sadržajima te sve izraženijoj 
prostornoj raznolikosti stvara impulse za regionalna izučavanja i usklañivanja odnosa. 
Regionalna pitanja razvoja sve više okupiraju pažnju te su prisutni brojni pristupi koji 
zbog različitosti koje obilježavaju današnji svijet se ne mogu uopćavati. Odreñeni 
pristupi generirani su izraženim problemima privrede ali i doprinosom pojedinih 
teoretičara. Različitosti u pristupima predstavlja širenje pogleda i obogaćuje spoznaje o 
ovoj disciplini. S obzirom da sadržaje u prostoru karakterizira višedimenzionalnost i 
meñusobna zavisnost očito je da se prisutnost korelacijskih veza manifestira na 
kumuliranje regionalnog sklada ili neskalda pojedinog područja u vremenskom horizontu 
što je bio cilj istraživanja ovog rada. Regresijskom analizom istražena je korelacija 
izmeñu bruto domaćeg proizvoda i varijabli od utjecaja na regionalni razvoj na primjeru 
istarske županije. Ograničenje modela predstavlja vremenska komponenta te 
nemogućnost obuhvata svih relevantnih pokazatelja koji nameću potrebu subjektivne 
selekcije. Dobiveni model može poslužiti kao analitička osnova za optimiziranje 
regionalnog razvoja te za prikaz ostvarenih strukturnih promjena. 
 
JEL: R00, R1, R5, 02 
 
Ključne riječi: Teorije ekonomskog razvoja, Regionalna politika, Teorije regionalnog razvoja,    
                        Ekonomski rast 
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Posebno je zadovoljstvo, ali i odgovornost napisati prikaz knjiga čovjeku koji 
je bio najprije moj profesor i mentor, koji je dugogodišnji suradnik i jedan od vrsnih i 
vodećih stručnjaka iz područja monetarne ekonomije u Hrvatskoj. Posluživši se 
autorovim rječnikom, moj ljudski i intelektualni dug, koji me u ovom slučaju iznimno 
raduje, jest napisati prikaz ove trilogije knjiga koje predstavljaju kapitalno djelo 
autora, prof. dr. Lovre Božine.  

U nakladi Sveučilišta Jurja Dobrile u Puli, Odjela za ekonomiju i turizam “Dr. 
Mijo Mirkovi ć” tiskane su i objavljene koncem protekle 2008. godine knjige prof. dr. 
Lovre Božine pod naslovom “Novac i bankarstvo”, “Monetarna analiza”  i 
“Monetarna teorija i politika”. Cilj je ovog znanstveno-istraživačkog i 
publicističkog pothvata bio utvrditi i stvoriti znanstveni sustav saznanja potrebitih za 
uspostavu i razvijanje novog i potvrñivanje starog odnosa prema novcu, monetarnoj 
politici i monetarnoj analizi te ukazati na iznimnu važnost monetarne ekonomije u 
uvjetima današnjeg globaliziranog svijeta.  

Rezultate svog rada autor je izložio u tri knjige, koje čine cjelinu i koje su 
primjereni putokazi u teorijskom, praktičnom i analitičkom smislu u razmatranju 
monetarne znanosti i prakse i koje nam nude odgovore na kompleksna pitanja 
popraćena s brojnim ilustracijama koje asociraju na praktične mogućnosti na kojima 
se monetarna ekonomija temelji. Rad je recenziran od strane ponajboljih ekonomskih 
stručnjaka ujedno profesora iz područja financija prof. dr. Ivana Ribnikara, prof. dr. 
Davora Pojatine, prof. dr. Vlada Leke i prof. dr. Ivana Lovrinovića. Sadržaj svake 
knjige razrañen je i koncipiran u odreñenom broju meñusobno isprepletenih poglavlja, 
tj. dijelova. Svaki dio pojedine knjige sastoji se od nekoliko podpoglavlja u kojem se 
obrañuju segmenti i komponente vezane uz novac, monetarnu teoriju i politiku, te 
monetarnu analizu. Postavljeni ciljevi bili su odlučujući u izboru znanstvenih osnova, 
povijesnih okvira, metoda i tehnika razmišljanja te izlaganja u ovim trima knjigama. 
Kao znanstveno-teorijsku osnovu autor je izabrao znanstvena dostignuća svjetskih i 
domaćih teoretičara u predmetnom području. Uspješno se koriste metode sustavne 
analize i sinteze, povijesne, logičke, kvantitativno-kvalitativne, matematičke, 
statističke te komparativne metode. Njihov slijed je povezan i sistematski poredan te 
obuhvaća niz od najstarijih do najnovijih spoznaja o novcu, monetarnoj teoriji, politici 
i analizi.  

Sve tri knjige započinju neuobičajenim predgovorom naslovljenim 
“Razmišljanje o knjizi” u kojoj autor intimno promišlja kako o monetarnoj materiji 
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Mirković». E-mail: skrtalic@efpu.hr 



 

koju obrañuje u knjigama, tako i o životnim vrijednostima, o onom ljudskom u njemu 
i svima nama. Na njegovom monetarnom putovanju nisu postojale samo monetarne i 
financijske teme, već se paralelno s time odvijao i svakodnevni ljudski život na čijem 
su se putu našli brojni dragi ljudi prema kojima profesor Božina osjeća „dug“ počevši 
od njegovih najmilijih: roditelja, njegove supruge i kćeri, njegovih profesora, stručnih 
suradnika i kolega te studenata.  

Knjige će čitateljima pokazati da je „čudna povijesna istina, spaja i ono što se 
čini nespojivim po vremenu i društvenim vrijednostima”. Knjige su “monetarna 
trilogija” i predstavljaju izniman doprinos proučavanju teme, koja je u znanstvenoj i 
stručnoj literaturi u Hrvatskoj, usprkos poznatim stručnjacima, relativno skromno 
obrañena. Znanstvena je literatura o monetarno teoriji i politici vrlo opsežna, no ti se 
radovi prije svega bave monetarnom ekonomijom svjetski razvijenih gospodarstava. 
Proučavanje monetarne politike, ali nadasve monetarne analize u knjigama prof. dr. 
Božine uvelike popunjavaju prazninu iz područja hrvatske znanstvene monetarne 
literature. Sve do prije dva desetljeća unatrag sadržaj hrvatskih financija posebice 
monetarne materije jedva da se mogao usporeñivati sa istim u odnosu na razvijene 
zemlje tržišnog gospodarstva. No, tranzicijske su zemlje u zadnjem desetljeću 
dvadesetog stoljeća, pa tako i Hrvatska nastojale stvoriti moderan financijski sustav i 
na taj se način prilagoditi brojnim zahtjevima i trendovima tržišnog svjetskog 
gospodarstva. 

U središtu autorova istraživanja i izlaganja u knjizi „Novac i bankarstvo“ jest 
novac. Zanimljiv je početak knjige, zbog pomalo filozofskog pristupa samoj materiji 
o kojoj je riječ, a to je novac. Autor je materiju i rezultate svog istraživanja koncipirao 
kroz sljedećih pet poglavlja: znanost o novcu, smisao i pojavni oblici novca, evolucija 
novčanog sustava, vrijednost novca te novac i bankarstvo. Namjera je autora bila  
objasniti odakle potreba za novcem, analizirati nastanak i pojavu novca, svrhu novca, 
osnovne karakteristike i obilježja novca kao povijesne, kulturne, ekonomske i pravne 
pojave, razloge evolucije novca te evolucijski put njegovih pojavnih oblika od 
robnog, kovanog preko papirnog do knjižnog novca. Autor na kompleksan način 
razjašnjava razvoj monetarnih sustava te kako su se oni tijekom vremena mijenjali, 
bavi se pitanjima vezanim uz vrijednosti novca i promjene vrijednosti novca koje se 
zbivaju unutar nacionalnog i meñunarodnog gospodarstva, dajući naglasak na pojavu 
inflacije, devalvacije, revalvacije, deprecijacije, aprecijacije te stabilizacije kupovne 
moći novca koja predstavlja stabilizaciju domaće ekonomije i ravnoteže proračuna. 
Autor razlaže kako je novac plod povijesnog i logičnog slijeda evolucije potreba i 
svijesti ljudi glede svrhe kulturnih vrijednosti i načina organiziranja društva. Od 
početka novca do njegovog suvremenog odvajanja od svakog društvenog odnosa, 
novac je simbol i političke i ekonomske suverenosti. Novac je „dobar” novac kad se 
ne primjećuje, već se gubi iza učinkovitog djelovanja tržišta, dok onaj novac koji se 
primjećuje jest novac koji govori jezikom politike. Kako u prometu kolaju različiti 
oblici novca, monetarna vlast zakonskim putem (propisima) odreñuje što su zakonski 
pojavni oblici plaćanja. Danas količina novca ovisi formalno o odlukama monetarnih 
institucija, a sama pojava depozitnog novca nametnula je monetarnoj politici novu 
ulogu. S tih motrišta moguće je sagledati da je utjecaj kreditne ekspanzije na 
ekonomski tijek silan i u pozitivnom i negativnom smislu glede stabilnosti ekonomije 
i društva. Emisijom kredita nastaju ekonomski bitne promjene u imovini i vlasništvu 
banaka i njihovih klijenata. Odreñene karakteristike razvoja monetarnih oblika 
upućuju na to da su potrebe prometa stvorile novac, a njegove funkcije stvorile 
potrebu da mu država daje moć ili svojstvo da se njime može isplatiti ono što 
dugujemo jedni drugima ili svi skupa državi.  



 

Upoznavši čitatelja s temeljnim elementima o novcu, značenju kredita, 
kreditnog odnosa i kreditnog podrijetla novca, u zadnjem dijelu knjige razmatraju se 
pitanja vezana uz načela bankarskog poslovanja i bankarske poslove te se s motrišta 
financijskog i kreditnog potencijala razmatraju odnosi koje banka ima ili namjerava 
uspostaviti tijekom provoñenja vlastite politike. Tijek poslovanja te bitne sastavnice 
politike banke temelje se na odreñivanju ciljeva, strateških odluka o razvoju, 
organizacijskim, kadrovskim i financijskim strukturama te pravilima ponašanja 
tijekom konkretizacije statutarne i razvojne politike. Autor zaključuje da banka kao 
kompleksna i dinamična institucija djeluje kao sustav u odreñenoj sredini s kojom 
razmjenjuje usluge i s njom ulazi u odreñene ekonomske odnose financijske naravi. 

Iz povezanosti novca i bankarstva prepoznatljivi su različiti financijski odnosi 
koji nastaju funkcijama novca u ekonomiji, a koji su osnovica monetarne analize koja 
je obrañena u knjizi “ Monetarna analiza”. Knjiga obrañuje i proučava problematiku 
različitih monetarnih varijabli i njihovih meñusobnih odnosa koji služe monetarnoj 
politici tijekom konkretizacije monetarnog transmisijskog mehanizma, koji pokazuje 
kako monetarna politika utječe na ekonomiju i kojim kanalima monetarne varijable 
vrše svoju ekonomsku ulogu u otvorenoj makroekonomiji. Knjiga se sastoji od dva 
dijela: u prvom dijelu knjige obuhvaćena je evolucija monetarne analize, financijske 
pojave, financijska analiza i emisija novca, dok drugi dio knjige razmatra monetarne 
agregate i likvidnost. Autor navodi da je cilj razlaganja monetarne analize integracija 
znanja o razvoju novca i bankarstva, kako bi analizom financijskih transakcija, 
financijskih oblika, institucija i tržišta bili kadri pronaći puteve disperzije rizika, 
održavanja likvidnosti, osvijetliti moguća žarišta monetarne krize, utvrditi 
determinante deviznog tečaja te izabrati instrumente monetarne politike. Dinamični 
tijekovi diferenciranja strukture financijskih institucija, financijskih oblika, 
financijskih transakcija te sve šira uloga monetarnih čimbenika u ekonomiji doprinose 
razvoju monetarne analize koja je u suvremenoj ekonomiji radikalno izmijenjena 
osobito u odnosu na razdoblje prije pojave keynesijanske analize. Autorova je nakana 
bila pokazati da monetarna analiza razlaže učinke promjene količine novca u 
optjecaju i promjene likvidnosti na potražnju roba i usluga, odnosno njihove povratne 
učinke glede uspostavljanja monetarne ravnoteže, što je čini osnovicom za 
oblikovanje i artikulaciju ciljeva i zadataka monetarne i kreditne politike. Autor je 
težio prikazati kako su preko financijskih transakcija povezane robna razmjena i 
razmjena novca, pri čemu su financijske pojave važne za monetarnu analizu te je 
stoga nužno utvrditi široki spektar čimbenika glede povezanosti financijskih pojava s 
realnim pojavama. Razvijenost financijskih i realnih transakcija ovisi o ekonomskoj i 
pravnoj razvijenosti i regulaciji, pa će shema monetarne analize u razvijenim 
ekonomijama biti diferencirana. Autor objašnjava da monetarna analiza koristi 
monetarnu teoriju kako bi utvrdila praktične mjere monetarne i kreditne politike te 
analizom njihove primjene došla do monetarnog transmisijskog mehanizma i 
monetarnog uravnoteženja u konkretnim prilikama, čime  u konačnici utječe na 
ekonomiju. 

Drugi dio knjige naslovljen je Monetarni agregati i likvidnost u kojem se 
razlaže materija monetarnih agregata, pitanje njihove definicije te razlika koje postoje 
meñu njima. Autor dovodi u vezu financijske institucije i financijsko tržište koje 
predstavljaju temelj financijskog sustava zemlje. Postavlja pitanje povezanosti 
financijskih institucija i količine novca u optjecaju i likvidnosti ekonomije, a polazište 
je u odnosu financijskih institucija i oblikovanju financijskih oblika kroz čiji odnos 
nastaju različiti monetarni agregati. Manje razvijena ekonomija ima manje 
disperzirane monetarne agregate nego što to imaju razvijene ekonomije te povezano s 



 

time autor pokazuje kako se izmeñu „galerija piramide” prelijevaju monetarni 
agregati iz jednih u druge, pri čemu su stalne promjene širine pojedinih galerija 
monetarnih agregata. Autor zaključuje razmatranje u knjizi s problematikom potražnje 
novca koja je povezana s funkcijama i definicijom novca što znači da je ovisna o 
funkcijama radi kojih pojedinci i ekonomske jedinice koriste novac. Autor 
argumentira to činjenicom kako su motivi držanja novca različiti u različitim 
sektorima, te je odnos potražnje novca u sektorima različit u odnosu na količinu novca 
u optjecaju, čime je potražnja novca ključna komponenta formulacije monetarne 
politike koju priprema monetarna analiza.  

Najopsežnija je knjiga „Monetarna teorija i politika“ u kojoj autor daje 
iscrpan prikaz evolucije te odrednice monetarne teorije te razlaže utjecaj monetarne 
politike na makroekonomiju. U prvom dijelu knjige autor navodi kako je monetarna 
teorija integralni dio ekonomske teorije i evolucijski slijedi razvoj ekonomske teorije. 
Tako nas autor uči da se monetarna teorija bavi izučavanjem odnosa vrijednosti i 
promjena novca, odnosno izučavanjem utjecaja promjena monetarnih varijabli na 
osnovne makroekonomske varijable. Pojedina se teorijska mišljenja pri tom razlikuju, 
pa različite monetarne teorije imaju različito mjesto u evoluciji monetarne teorije 
općenito. Autor analizira razvoj monetarnih teorija i promišljanja njihovih kreatora 
koje su ostavile traga do današnjih dana, pri čemu autor smatra kako je 
makroekonomska teorija J. M. Keynesa ipak najsnažnije utjecala na razvoj monetarne 
teorije i prakse monetarne politike, čije su ideje postale izvor novih ideja u 
ekonomskoj politici i analizi. 

Nakon iscrpne analize autor prelazi na razmatranje monetarne politike. Autor 
razlaže da je uporaba monetarne politike različito kompleksna u velikim, a različito u 
malim gospodarstvima, jer su u različitim gospodarstvima supstitucijski učinci 
financijskog tržišta, deviznog tečaja i mobilnosti kapitala različiti te je izbor strategije 
monetarne politike kompleksniji, a uporaba monetarne politike znatno složenija. 
Glavne pouke ovog poglavlja bile bi da je odražavanje povjerenja u novac zadaća 
monetarne politike te da monetarna politika nije uvijek čvrsto oslonjena na monetarnu 
teoriju, gdje autor slikovito obrazlaže, da kad s novcem nešto po lošem krene, 
monetarne veze i prijateljstva nestaju jednako brzo kako su i nastajali, te je upravo s 
tog motrišta važna „nezavisnost” središnje banke kako bi se monetarnom politikom 
afirmirale istinske društvene vrijednosti te zaključuje da je to moguće, ako je 
konkretna monetarna politika znanstveno utemeljena na monetarnoj teoriji i 
monetarnoj analizi.  

Autor analizira učinke monetarne politike u zatvorenoj te otvorenoj ekonomiji, 
pri čemu se ekonomija može naći u različitim situacijama, pa su potrebiti i različiti 
pristupi u postavljanju unutarnje i vanjske ravnoteže. Razloženo je kako se 
korištenjem instrumenata monetarne, devizne odnosno fiskalne politike utječe na 
potrošnju i investicije, količinu novca u optjecaju, proračun, kamatnjak, nacionalne 
dugove te bilancu plaćanja. Politička vlast želi uglavnom stimulirati ekonomsku 
aktivnost, a središnja banka uz to nužno želi očuvati stabilnost cijena. Posebna 
pozornost usmjerena je interakciji fiskalne i monetarne politike čija je zajednička 
koordinacija složena, posebice ako se u vidu imaju različiti ciljevi tekuće političke 
vlasti, parlamenta i središnje banke. Mjere fiskalne politike uglavnom utječu 
neposredno na promjenu domaćeg proizvoda, a mjere monetarne politike utječu 
posredno na domaći proizvod, zaposlenost i razinu cijena. Kombinacija fiskalne i 
monetarne politike moguća je u stabilizaciji agregatne potražnje, pri čemu je iznimno 
važan pravilan izbor instrumenata stabilizacije kojima se nastoje ukloniti fluktuacije u 
ekonomiji i utjecati na ekonomski tijek.  



 

Knjiga završava poglavljem Upravljanje monetarnom politikom. Autor nudi 
niz čimbenika i činjenica koji bi trebali pomoći u ”izboru” najbolje monetarne 
politike, pri čemu će izbor ovisiti o tome kako smatramo da institucije i varijable 
djeluju u teorijskom i praktičnom smislu, glede čega su relevantna teorijska mišljenja 
akademskih ekonomista i ekonomista praktičara počevši od klasične teorije, 
tradicionalne keynesijanske, neoklasične sinteze, monetarističke, nove klasične i nove 
keynesijanske teorije. Uzroke tolike mogućnost izbora teorijskih promišljanja autor 
povezuje s razlogom  neslaganja meñu akademskim ekonomistima, ali i u odnosima s 
ekonomistima praktičarima glede uloge središnje monetarne institucije u realizaciji 
krajnjih ekonomskih ciljeva. Glavnina ekonomskih teorija smatra da količina novca u 
optjecaju ima važnu ulogu u odreñivanju razina realne proizvodnje. Dugoročno 
gledano, stabilnost cijena temeljni je cilj monetarne politike konzistentan s 
društvenim blagostanjem, a stabilizacije nema bez čvrste monetarne politike.  

Zaključiti možemo da je autor na njemu svojstven i zanimljiv način napisao 
ažurne, aktualne, logične, multidisciplinarno i sistematski dobro koncipirane knjige 
koje povezuju teoriju i praksu, gdje su metode istraživanja dobro odabrane, stavovi 
valjano obrazloženi, a rezultati istraživanja potkrijepljeni kroz brojne ilustrativne 
primjere što je učinilo njihov sadržaj zanimljivijim, a materiju plastičnijom. Svojim 
životnim i nadasve bogatim profesionalnim znanstvenim i praktičnim iskustvom 
dobro je sjedinio teoriju i praksu monetarne ekonomije i time dao značajan doprinos u 
obogaćivanju literature iz ovog područja. Knjige profesora Božine izuzetno su i 
vrijedno djelo te obvezno “štivo” koje neće biti namijenjeno samo studentima 
ekonomskih fakulteta, već i svim stručnjacima s područja financija, posebice 
monetarne ekonomije, ali i javnih financija, koji se zanimaju za ovo iznimno 
zahtjevno područje. Takoñer, nadamo se da će naći put i do svih drugih 
zainteresiranih čitatelja, jer se na jednom mjestu mogu pronaći elementi i teorije i 
prakse značajni za područje monetarne ekonomije. 

Na kraju, što drugo nego zahvaliti profesoru Božini na trudu uloženome u 
istraživanje i pisanje ovih knjiga čime je iznimno obogatio područje monetarne 
ekonomije i čestitati mu na uspješno obavljenom znanstveno-istraživačkom radu sa 
željom da tako nastavi i u buduće, i neka ova trilogija zanimljivih knjiga doživi barem 
nekoliko (re)izdanja, čime zapravo ostavljamo otvoren prostor autoru kao dodatnu 
motivaciju za nova istraživanja i otkrivanja „monetarnih“ istina te objavljivanja 
rezultata iz složenog monetarnog područja kojima će biti u prilici proširiti krug onih 
koji mogu samostalno ekonomski misliti. 
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