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THE DOCTRINAIRE AUTHORITY: 
THE COURT OF JUSTICE OF THE EU 
AND THE FUNDAMENTAL RIGHTS

Goran Ilik1,*

1University St. Kliment Ohridski - Bitola, Faculty of Law
Rudnička Street, Kičevo, Republic of Macedonia

Abstract: 

This paper represents the analysis of the Court of Justice of the EU, in 
particular the Court of Justice, and its “interpretive power”, within its 
authority for diffusion and proliferation of the EU law. Namely, the 
paper describes the position, responsibilities, powers and the role of the 
Court of Justice, in order to penetrate into its institutional performances 
as doctrinaire authority, regarding the Charter of Fundamental Rights 
of the EU as its interpretive framework. Also, the paper presents the 
most representative axiological determinations of the EU as a basis 
of the “interpretive power” of the Court of Justice. Accordingly, the 
paper describes the Court as a central judicial EU institution that with 
its “interpretive power” generates legal doctrines through the prism of 
fundamental rights and freedoms. Consequently, the Court of Justice 
appears as undisputed doctrinaire authority that assumes the role of 
doctrine - maker and doctrine - keeper of the human rights and free-
doms, accepted and promulgated by the EU.

Key words: 
EU, 
“interpretive power”, 
doctrine, 
fundamental rights.

* E-mail: goran.eu@gmail.com

INTRODUCTION 

� is paper represents the analysis of the legal po-
sition of the Court of Justice of the European Union 
(CJEU) and its work within the process of making / 
producing legal doctrines, which at the same time 
represents the basis for creation, application and im-
provement of the European Union law in general. It 
deals with the doctrine of direct e� ect, the doctrine 
of supremacy (of the EU law), the doctrine of im-
plied powers and the doctrine of human rights. � is 
paper devotes special attention to the doctrine of hu-
man rights, as a doctrine that directly stems from 
the axiological determination of the Union, even 
more ampli� ed with the incorporation of the EU 
Charter of Fundamental Rights within the Lisbon 
Treaty, as an interpretive framework. With respect 
to that, the CJEU appears as a central EU institution, 
fully authorised for interpretation of the constitutive 
treaties, the acts of the EU institutions and bodies 

and other regulative, adopted by the institutions or 
bodies of the EU. Rea�  rmed by the Lisbon Treaty, 
� e CJEU appears as very complex multi-level judi-
cial structure, strati� ed on the following levels: the 
Court of Justice (� e Court), the General Court and 
the Civil Service Tribunal. Since the establishment 
of the Court of Justice of the European Union in 
1952, its mission has been to ensure that “the law is 
observed” “in the interpretation and application” of 
the Treaties (CURIA, 2013). Otherwise, this paper 
will devote particular attention to the work of the 
Court of Justice, starting from the fact, that by its 
existence and functioning it enables the communi-
cation between the judicial institutions of the Union 
and those of the Member States. � e Civil Service 
Tribunal shall not be included in this analysis, as it 
is the primarily responsible for the settlement of dis-
putes “between the Union and its o�  cers, including 
the disputes between all bodies or agencies and their 
o�  cials whose solving competence is transferred to 
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the Court of Justice of the European Union” (Ilik, 
2012, p. 131). Furthermore, this paper shall present 
the functional dimension and prerogatives of the 
Court of Justice, and its “interpretive power” derived 
from the EU axiological set and its constitutive trea-
ties, aspectuated through the EU Charter on Funda-
mental Rights as a framework or “engine fuel” for 
doctrine – making.

THE AXIOLOGICAL BASIS 
OF THE “INTERPRETIVE POWER” 

In accordance with the aim for promotion, a�  r-
mation, and proliferation of the EU law, the Court 
possesses speci� c “interpretive power”, which direct-
ly arises from the EU constitutive treaties, which es-
sentially regulates its normative framework, the legal 
structure and its prerogatives as a central judicial ac-
tor, armed with interpretive power. In that context, 
we de� ne the meaning of the “interpretive power”, as 
a speci� c legal and institutional capacity of the Court 
of Justice for taking legal and intellectual actions that 
involve perception, articulation and direct applica-
bility of the EU treaties and legal documents in the 
spirit of European uni� cation. � e Oxford Diction-
aries de� ne interpretation as “[an] action of explain-
ing the meaning of something” (Oxford, 2013), and 
thus, the “interpretive power” within the paper can 
be summarized as the legal and institutional capac-
ity of the Court directed towards explaining the real 
meaning of the EU law, in order to ensure di� usion 
of the EU law to the Member States. 

� e crucial aim of the “interpretation” by the 
Court is directed towards uniform application of the 
EU law. In this sense, the exercise of the “interpre-
tive power” by the Court aims to produce doctrine of 
human rights and apply it to the Member States legal 
reasoning and behaviour. Consequently, using the 
EU Charter on Fundamental Rights as framework 
or “engine fuel” for doctrine – making, the Court 
makes a signi� cant step forward, towards legally 
con� rming / recognising the importance of the hu-
man rights and freedoms for the EU and its civilisa-
tional mission. 

Accordingly, the axiological basis of the “interpre-
tive power” of the Court certainly springs from the 
fundamental rights and freedoms, as basic tenets of 
the creation, the existence and the functioning of the 
EU as such. Moreover, the Lisbon Treaty rea�  rms 
the Union as a major promoter and keeper of the fun-
damental values   of humanity (according to the EU 

constitutive treaties) especially in the Article 21, as 
follows: “democracy, the rule of law, the universality 
and indivisibility of human rights and fundamental 
freedoms, respect for human dignity, the principles 
of equality and solidarity, and respect for the princi-
ples of the United Nations Charter and international 
law” (European Union, 2008). Consequently, we can 
freely conclude that the Union primarily rests on the 
axiological set (set of values)   which includes: respect 
of human dignity, fundamental freedoms and rights, 
the rights of the communities and family, freedom 
and liberty, democracy, equality, the rule of law, 
social justice, etc. � ose values make the Unions’ 
identity distinctive and genuine compared to other 
international actors, within the area of human rights 
and freedoms. Accordingly, the Union appears as a 
strong supporter, promoter and keeper of the previ-
ously mentioned values, which directly concerns the 
fundamental rights. In addition, regarding the fun-
damental rights, it is useful to stress that the Article 
6 of the Lisbon Treaty, stipulates the following: “� e 
Union recognises the rights, freedoms and principles 
set out in the Charter of Fundamental Rights of the 
European Union of 7 December 2000, as adapted at 
Strasbourg, on 12 December 2007, which shall have 
the same legal value as the Treaties. � e provisions 
of the Charter shall not extend in any way the com-
petences of the Union as de� ned in the Treaties. � e 
rights, freedoms and principles in the Charter shall 
be interpreted in accordance with the general pro-
visions (…) its interpretation and application and 
with due regard to the explanations referred to in the 
Charter, that set out the sources of those provisions” 
(European Union, 2008).

THE ROLE OF THE COURT OF JUSTICE

As regards the Court of Justice, it is primarily 
necessary to locate the role, competencies and posi-
tion of the Court of Justice of the European Union. 
� erefore, in accordance with the Article 19 of the 
Lisbon Treaty, � e Court of Justice of the European 
Union shall, in accordance with the Treaties: 

1.  rule on actions brought by a Member State, an 
institution or a natural or legal person; 

2.  give preliminary rulings, at the request of 
courts or tribunals of the Member States, on 
the interpretation of Union law or the valid-
ity of acts adopted by the institutions; and 

3.  rule in other cases provided for in the Treaties 
(European Union, 2008). 
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From this enumeration stems the position of the 
Court of Justice of the EU, as judicial institution lo-
cated “above” the national courts, which is activated 
by Member States initiative or submission of the 
particular procedure or request for interpretation to 
the Court of Justice, in order to harmonise the EU 
law with that of the Member States. � us, it distin-
guishes between the concepts of the supremacy and 
superiority of the Court of Justice of the EU in rela-
tion to the Member States courts, but only on doc-
trinaire / interpretive level, as the Court of Justice 
does not possess the capacity to revoke decisions of 
the lower courts (as lower judicial instances). Conse-
quently, the CJEU appears as keeper of the doctrine 
of fundamental human rights, but not as a supreme 
or constitutional court of the Union, but as a doc-
trinaire authority. However, with the strengthening 
of the position and role of the Court of Justice of 
the EU, the Lisbon Treaty makes the link between 
the Court and the courts of the Member States more 
vertical and multilateral. 

� e relationship became vertical because the 
CJEU acquires superior position in relation to na-
tional courts, and thereby, initiates the national 
courts as enforcers of the EU law. Accordingly, the 
relationship has become more multilateral, since 
the entire CJEU rulings started to in� uence equally 
all national courts without exception. Consequent-
ly, it is necessary to emphasise that the decisions of 
the Court of Justice of the EU have only doctrinaire 
e� ects, not compulsory. As the “interpretive power” 
of the Court is manifested through the doctrine – 
making and that means explaining the meaning of 
the spirit of the EU law. In that context, the Court 
requires from the Member States only to imple-
ment the national legislative, litigations and norms 
in the spirit of EU law as precondition for establish-
ing an authentic and decentralised EU legal system. 
In addition, as an instrument for the realization of 
the competencies, the Court of Justice adopts pre-
liminary rulings concerning the following:
1. Reviews the legality of the acts of the institutions 

of the European Union,
2. Ensures that the Member States comply with the 

obligations under the Treaties, and
3. Interprets European Union law at the request of 

the national courts and tribunals (European Un-
ion, 2008).
Consequently, the author Karen J. Alter (2001, 

p. 28) argues that: “[t]he central factor that allows 
the expansion of European law through the legal in-

terpretation is the fact that the [CJEU] is an institu-
tion positioned outside the domestic contexts of the 
Member States in which national actors dominate 
[...] and supranational actors which supplies the ca-
pacity to review and national norms and European 
law”. � is formulation, unambiguously con� rms the 
current capacity of the Court, regarding its “inter-
pretive power” over the national legislatives, litiga-
tions and norms and European law as well. As the 
Article 19 of the Lisbon Treaty stipulates: “� e Court 
of Justice of the European Union shall include the 
Court of Justice […] shall ensure that in the inter-
pretation and application of the Treaties the law is 
observed. Member States shall provide remedies 
su�  cient to ensure e� ective legal protection in the 
areas covered by the Union law” (European Union, 
2008). From this position of the Court within the 
EU legal system derives its sui generis quasi-federal 
nature, characterised by its legal authority for inter-
pretation, but not with a power to appeal the na-
tional norms, litigation or legislation. In addition, 
through its indisputable “interpretive power”, the 
Court acquires latent political credibility. � is kind 
of credibility does not stem from the fact that the 
Court is a political body, understood in the classi-
cal sense, but from its real action, derived from its 
“interpretive power” as a power which greatly af-
fects the European integration process through the 
interpretation and application of the EU law and 
its di� usion to the Member States. Or as the Lis-
bon Treaty in Article 260 provides: “If the Court of 
Justice of the European Union � nds that a Mem-
ber State has failed to ful� l an obligation under the 
Treaties, the State shall be required to take the nec-
essary measures to comply with the judgment of the 
Court” (European Union, 2008). In that sense, vari-
ous authors and legal / political theoreticians treat 
the Court as a functional “political” EU institution. 
Consequently, Prof. Michelle Everson emphasised: 
“� e most curious feature of the European Court of 
Justice, the Court of the European Union, is not that 
it is a political court, but rather that it has until very 
recently been so successful in pursuing its political 
programme of the integration of Europe through 
law without attracting much public or even expert 
notice” (Everson, 2010).

 In this context, the Court appears as proactive 
judicial actor, which through the interpretation of 
the EU law, actively performs latent political net-
working of the Member States. Starting from this, 
the Court is attributed an extremely high credit for 
its signi� cant contribution to the advancement of 
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the European integration. Or as author Henri de 
Waele (2010, p. 12) stressed: “Unquestionably, the 
activist stance of the [CJEU] has borne great fruit in 
the past, and much of the success of the Community 
project can be attributed to it. Nonetheless, the sys-
tem has witnessed many changes in the past decades, 
the e�  ciency has increased, and the other institu-
tions have much improved their democratic record. 
� ere is little need any more for the Court to play 
the part of the ‘locomotive of European integration’”. 
Moreover, the author Fabio Wasserfallen emphasised 
that: “[� e theoreticians Burley and Mattli] called the 
European Court of Justice a ‘hero’, who ‘signals and 
paves the way’ […] on which the political actors can 
further integration’. Accordingly, the judiciary deter-
mines and expands the authority of the [EU] and it 
becomes ‘inevitable’ for Member States to follow ‘the 
path chosen’” (Wasserfallen, 2008, p. 8).

Furthermore, it should be noted that the Court is 
not an “isolated island”, but an extremely commu-
nicative judicial institution, which functions in con-
tinuous communication and cooperation with the 
courts of the Member States. Namely, as the Lisbon 
Treaty stipulates: “� e Court constitutes the judicial 
authority of the European Union and, in coopera-
tion with the courts and tribunals of the Member 
States, ensures the uniform application and inter-
pretation of European Union law” (CURIA, 2013).

Namely, the communication between the na-
tional courts and the Court of Justice, in accordance 
with the constitutive treaties of the EU, is based on 
the principle of referring e� ectuated in non-coercive 
hierarchical communication. � is principle high-
lights the Court quasi-federal sui generis nature, 
which makes this judicial institution authoritative 
but not absolute. � e national court is the one that 
makes the decision for referral and the EU Court de-
livers decisions on the addressed questions, whereas 
the case is then referred back to the national courts, 
which need to apply the EU law on the speci� c case. 
Consequently, the CJEU in unconstrained way caus-
es the transformation of the national legislation and 
the judiciary, through its preliminary rulings, which 
performs targeting and modelling of the national 
legislation and the judiciary in accordance with the 
provisions of the EU law. Consequently, the previ-
ously mentioned Charter is emerging as an inter-
pretive framework, through which the Court makes 
legal doctrines, and thus, di� uses the fundamental 
human rights and freedoms to the Member States, 
harmonising their legislative, litigations or norms 
with the EU law in general. 

THE EU CHARTER 

AS AN INTERPRETIVE FRAMEWORK

� e Charter of Fundamental Rights of the EU 
(CFREU) serves as an interpretive framework of the 
Court of Justice for interpretation of the law, litiga-
tions and the issues referred   by the Member States, 
and also, as a basis for proliferation of human rights 
and freedoms within the EU as a whole. Structur-
ally, this Charter is composed of Preamble, 7 Chap-
ters and 54 Articles, that provide details on human 
rights and freedoms. Starting from this, the Charter 
Preamble determines the Member States and the 
Union as follows: “to strengthen the protection of 
fundamental rights in the light of changes in soci-
ety, social progress and scienti� c and technologi-
cal development by making those rights more vis-
ible in a Charter […] Conscious of its spiritual and 
moral heritage, the Union is founded on the indi-
visible, universal values of human dignity, freedom, 
equality and solidarity; it is based on the principles 
of democracy and the rule of law […]” (European 
Parlament, 2000, p. 8). Regarding this, the Parties 
that “signed and sealed” this Charter, determine that 
the courts of the EU Member States and the Court 
of the EU will interpret the Charter, relying on the 
constitutional traditions and international obliga-
tions common to the Member States, the European 
Convention for the Protection of Human Rights and 
Fundamental freedoms, the social charters adopted 
by the Union and the Council of Europe, the case 
law of the European Court of Human rights, and the 
Court of Justice of the EU as a judicial and doctrinal 
authority of the Union (European Parlament, 2000, 
p. 8). Consequently, the fundamental human rights 
and freedoms stipulated in the Charter are catego-
rised into several chapters, as follows: Dignity (Hu-
man dignity, Right to life, Right to the integrity of 
the person, Prohibition of torture and inhuman or 
degrading treatment or punishment, Prohibition of 
slavery and forced labour), Freedoms (Right to lib-
erty and security, Respect for private and family life, 
Protection of personal data, Right to marry and right 
to found a family, Freedom of thought, conscience 
and religion, Freedom of expression and informa-
tion, Freedom of assembly and association, Freedom 
of the arts and sciences, Right to education, Free-
dom to choose an occupation and right to engage 
in work, Freedom to conduct a business, Right to 
property, Right to asylum, Protection in the event of 
removal, expulsion or extradition), Equality (Equal-
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ity before the law, Non-discrimination, Cultural, 
religious and linguistic diversity, Equality between 
men and women, � e rights of the Child, � e rights 
of the elderly, Integration of people with disabilities), 
Solidarity (Workers’ right to information and con-
sultation within the undertaking, Right of collective 
bargaining and action, Right of access to placement 
services, Protection in the event of unjusti� ed dis-
missal, Fair and just working conditions, Prohibi-
tion of child labour and protection of young people 
at work, Family and professional life, Social security 
and social assistance, Health care, Access to services 
of general economic interest, Environmental protec-
tion, Consumer protection), Citizens’ rights (Right 
to vote and to stand as a candidate in elections to 
the European Parliament, Right to vote and to stand 
as a candidate at municipal elections, Right to good 
administration, Right of access to documents, Om-
budsman, Right to petition, Freedom of movement 
and of residence, Diplomatic and consular protec-
tion), Justice (Right to an e� ective remedy and to 
a fair trial, Presumption of innocence and right of 
defence, Principles of legality and proportionality 
of criminal o� ences and penalties, Right not to be 
tried or punished twice in criminal proceedings for 
the same criminal o� ence) (European Parlament, 
2000, pp. 9-20). Consequently, through providing 
these fundamental rights, the Charter appears as an 
interpretive framework, a prism including human 
rights and freedoms as its parameters, which must 
be used for interpretation of legislative, litigations or 
norms, addressed and submitted to the Court. � e 
aforementioned rights also represent a con� rmation 
of the EU liberal essence, which starts from the po-
sition of “giving” more rights and freedoms, while 
interpreting the submitted legal requests or referrals 
by the Members States. Furthermore, it is necessary 
to emphasize that the Court during the process of in-
terpretation produces legal doctrines that are based 
on the previous fundamental rights that enable the 
uniform application of the EU law, its improvement, 
upgrading and its advancement, starting from the 
case - law based judicial system of the EU (which 
is mainly based on the previously mentioned doc-
trines, the e� ects of the EU law derived from them 
and the principles of precedent and Acte Clair). 
� us, through using of “interpretive power”, the 
Court produces legal doctrines, which in the absence 
of federal system represent a functional basis for 
building sui generis legal and judicial system, char-
acteristic to the EU. Besides the mentioned chapters 
that stipulate the contents of the human rights and 

freedoms, the Charter also provides the General pro-
visions (Chapter VII) through which it determines, 
more accurately, the area of its application, the scope 
of interpretation of the rights and principles, the de-
gree of protection of the fundamental rights and the 
explicit prohibition of abuse of stipulated rights, as 
an imperative provision which appeals (Article 54) 
that: “Nothing in this Charter shall be interpreted 
as implying any right to engage in any activity or 
to perform any act aimed at the destruction of any 
of the rights and freedoms recognised in this Char-
ter or at their limitation to a greater extent than is 
provided for herein” (European Parlament, 2000, 
p. 22). Analogously, the provisions of the Charter 
are directly related to the EU institutions (its agen-
cies, bodies and o�  ces), and the Member States, in 
a situation when they apply the EU law, and in ac-
cordance with the principle of subsidiarity as a fun-
damental principle in the functioning of the Union 
as a whole. Also, this Charter rea�  rms the position 
of the European Ombudsman, who acts upon the 
requests submitted by individuals or legal entities, 
which have domicile on the EU territory in the cases 
of human rights and freedoms deprivation or viola-
tion, caused due to improper operation of the insti-
tutions, bodies, o�  ces and agencies of the EU. In 
addition, it is essential to emphasise that the process 
of interpretation and doctrine-making, regarding 
this Charter, must not be based on the marginalisa-
tion, violation or deprivation of the human rights 
and freedoms stipulated within. � e Court of Justice 
and the Member States must also embrace the moral 
and legal obligation derived from the stipulated hu-
man rights and freedoms, and thus, impose their in-
stitutional authority as keepers of those fundamental 
rights. � is particularly refers to the role of the Court 
of Justice of the EU, which represents a doctrinaire 
authority based on the EU axiological set and its 
constitutive treaties, while at the same time appear-
ing as doctrine – maker and doctrine – keeper.

CONCLUSION

Based on the above mentioned, we can conclude 
that the Court of Justice of the EU, particularly the 
Court of Justice in accordance with the competen-
cies and powers provided by the Lisbon Treaty, un-
ambiguously appears as institutional creator of the 
legal doctrines, founded on the fundamental human 
rights and freedoms, as doctrine-maker. Namely, the 
Charter of Fundamental Rights of the EU demar-
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cates the interpretative boundaries and doctrinal pa-
rameters of the Court of Justice, without imposing 
its authority (as absolute) over the judicial instances 
of the Member States (national) courts of the po-
sition of higher instance, understood in a classical 
sense. Accordingly, the authority of the Court is 
manifested through its doctrinaire nature as doc-
trine – maker, as a role derived from its “interpretive 
power” based on the EU axiological set and its con-
stitutive treaties, and activated by the legal requests 
and referrals submitted by the courts of the Member 
States, in the area of human rights and freedoms. 
Likewise, the Court of Justice of the EU also acts in 
synergy with the European Court of Human Rights 
located in Strasbourg, as well as with the provisions 
of the European Convention on Human Rights, as 
the basic international document in this � eld. In that 
sense, the Court in accordance with the previously 
mentioned axiological set, the international docu-
ments, and the EU constitutive treaties, appears as a 
doctrinaire authority, articulated through its capac-
ity for doctrine – making, and doctrine – keeping, 
because the constitutive treaties oblige the Court to 
fully respect the fundamental rights as the basic in-
terpretive / doctrinaire parameters.
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DOKTRINARNI AUTORITET: SUD PRAVDE EVROPSKE UNIJE I OSNOVNA PRAVA

Rezime: 

Ovaj rad predstavlja analizu Suda pravde Evropske Unije, naročito Suda pravde 
i njegovu “interpretativnu moć” u okviru ovlašćenja za difuziju i proliferaciju 
prava Evropske Unije. Naime, u njemu se opisuje položaj, ovlašćenja, moći i 
uloga Suda pravde, kako bi se penetriralo u njegovu institucionalnu suštinu 
kao doktrinarni autoritet, vezano za Povelju o osnovnim pravima Evrop-
ske Unije, kao interpretativni okvir. Takođe, ovaj rad predstavlja i ključne 
aksiološke odrednice Evropske Unije, kao osnovu “interpretativne moći” Suda 
pravde. Shodno tome, u radu se Sud pravde opisuje kao centralna pravosudna 
institucija Evropske Unije, koja preko svoje “interpretativne moći” generiše 
pravne doktrine kroz prizmu osnovnih prava i sloboda. On se pojavljuje kao 
neprikosnoveni doktrinarni autoritet u funkciji stvaranja doktrine (doctrine 
- making) i očuvanja doktrine (doctrine – keeping) ljudskih prava i sloboda, 
prihvaćenih i proglašenih od strane Evropske Unije.

Ključne reči: 
EU, 
”interpretativna moć”, 
doktrina, 
osnovna prava.
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Abstract: 
The efficiency of a management team primarily depends on the level of 
improvement of enterprise performances, i.e. whether its market value 
has increased or whether it creates value for shareholders. The accounting 
net profit can provide a partial answer to this question because it covers 
only one portion of the cost of capital, i.e. the cost of debt capital, while 
the price and cost of equity are disregarded. The method of the economic 
value added takes into account an average cost of capital, i.e. it calculates 
the total costs of borrowed capital and own capital. This paper explores 
the possibility to calculate economic value added for an individual share 
within the share market index of BIRS. 

Key words: 
shareholder value added,
economic value added, 
cost of capital, 
capital market. 
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INTRODUCTION

A competitive advantage represents a position 
of a company with a reference to a company with 
the same activities. In this context, the competitive 
advantage must be evaluated according to di� erent 
activities. Also, approaches to di� erent competitive 
advantages are di� erent, such as: the cost -bene� t of 
marketing and price, advantage of recognized qual-
ity, superior organizational skills, etc. A company is 
considered successful if it continually monitors and 
investigates the possibility of increasing the yield, so 
that only a series of short-term bene� ts can main-
tain an overall competitive advantage. Attractive-
ness of a business and competitive advantage are the 
main sources of enterprise value creation (Wacho-
wicz and Van Horne, 2007).

Recently, the development of new performance 
measures has occurred, as well as the development 
of new performance measurement systems. � e ba-
sic idea regarding the development of new perfor-
mance measures is re� ected in the fact that internal 
accounting standards represent imperfect substi-

tutes for new internal standards that would have 
a higher correlation with market performance, i.e. 
with the target function of maximising shareholder 
value. � e growth of an accounting standard can 
be achieved when a management team invests be-
low the average cost of capital, while shareholder 
value is created if the company achieves on invested 
assets, which is a rate of return above the cost of 
capital. 

A business value (valuation) of a capital pro-
ject or any proposed investment is the function of 
an amount, timing and uncertainty of future cash 
� ows. � erefore, managers should not only invest, 
but also manage. Measuring the success of a busi-
ness is based on the measurement of previous data, 
of what has been accomplished, and not what is yet 
to be achieved. � e question is: How to ensure that 
a business performance measurement system used 
by a company is in compliance with the principles 
that lead to the creation of value? Or rather, how to 
provide a connection between the historical evalu-
ation of performances and evaluation oriented to-
wards the future?
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Assistance should be sought in value standards 
of performance and performance systems or mod-
els to create value for shareholders. � e best-known 
criteria for evaluating a company performance are: 

1. Shareholder Value Added - SVA, 
2. Economic Value Added – EVA and 
3. Cash Value Added - CVA.
� e main objective of this paper is to calculate 

economic value added for individual actions within 
the stock market index of BIRS and to determine the 
relationship between the Economic Value Added 
and net pro� t of a company. � is paper is organ-
ized as follows. � e � rst part describes the given 
concept of the Economic Value Added. � e second 
part deals with � nancial and market indicators in 
the capital market of Bosnia and Herzegovina put-
ting special emphasis on the capital market of the 
Republic of Srpska. � e � nal part includes the calcu-
lation of the Economic Value Added for particular 
shares listed on the the Banja Luka Stock Exchange 
(BLSE).

SHAREHOLDER VALUE ADDED

� e originator of performance value measures 
is Alfred Rappaport, a professor at the Northwest-
ern University of Illinois, who developed and in-
troduced the SVA in 1986. � e essence of the Rap-
paport’s shareholder value approach is the ultimate 
goal of systematic unpacking corporations - maxi-
mizing shareholder value through variables a� ect-
ing a given value of the value drivers. According to 
Rappaport, the total value of a company consists of:  

1. the present value of future free cash � ow pro-
jections for the period1, 

2. current residual value of the company and 
3. current value of cash, marketable securities 

and other investment companies that can be 
converted into cash.

A free cash � ow represents the remaining net 
cash � ow from operating activities a� er it under-
goes all necessary settlement issues in an investment 
activity. Free cash � ows can be freely distributed to 
the investors in a � nancial activity without the risk 
of a� ecting the business outlook of companies (Ta-
ble 1).

1 Discounting is carried out using the Weighted-Average 
Cost of Capital of companies - WACC.

No. Descripti on 

1. Revenues from Sales

2. Operati ng Expenses 

3. Earnings before Interest and Taxes (EBIT) – (1-2)

4. Taxes 

5. Net Operati ng Profi t aft er Tax (NOPLAT) - (3-4)

6. Investment in Permanent Working Capital 

7. Incremental Investments in Fixed Assets

8. Depreciati on Expenses

9. Free Cash Flow for Investors (5-6-7-8) (FCFF)

Table 1: Calculati on of FCFF

Given that the total market value of a company 
is the sum of values   of debt and equity, shareholder 
value represents the di� erence between the total 
value of a company and the market value of debt. 
� us, the added value for shareholders (SVA) rep-
resents the measure of change in shareholder value 
over time, i.e. di� erence in shareholder value at the 
end of the year as well as shareholder value at the 
beginning of the year.

� e Rappaport’s model of value creation includes 
the following: 

1. rate of sales growth, 
2. growth rate of business pro� t, 
3. corporate tax rate, 
4. working capital investment, 
5. capital investments, 
6. cost of capital of a company, and 
7. value growth duration. 
� e � rst three indicators refer to business deci-

sions, such as: decisions about product mix, pric-
ing, promotion, distribution and customer service, 
as well as e� orts to save on manufacturing and 
non-manufacturing costs. In the fourth and � � h 
value indicator, investment decisions   are embed-
ded, while the cost of capital depends on � nancial 
decisions. � e indication of the value growth dura-
tion is very important for the simple reason that the 
company will realize the value if the rate of return 
on capital is higher than the cost of the company. If 
a company does not achieve the rate of return that is 
higher than the cost of capital, the company will de-
stroy its values, as well as shareholder value. Value 
drivers   are very important as they enable the top 
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management to be aware of the important factors 
of values, to set targets for the drivers and monitor 
and measure the achievement on the basis of com-
parisons with target sizes, as well as competition in 
the industry. Figure 1 illustrates a shareholder value 
network (Rappaport, 1998).

ECONOMIC VALUE ADDED 

� e Economic Value Added, as the result of an 
economic value of property, is registered and pro-
tected by Stern Stewart & Co. consulting company 
in the United States. � e idea of this particular EVA 
is not entirely new. � e application of Economic 
Value Added – EVA goes back to the early 1920s 
in the company of General Motors, where the Stern 
Stewart & Co. consulting company de� ned the EVA 
as the net operating pro� t minus the opportunity 
cost of the total capital invested in the company. 
� us, the EVA can be de� ned as the estimate of an 
actual economic pro� t, for which earnings will ex-
ceed or be lower than the required minimum rate of 
return that shareholders could achieve by investing 
in other securities of the same degree of risk. � e 
basic EVA model is a restructured residual income 
model. � e residual income is the measure of suc-
cess and it is based on the idea that the real pro� t 
for shareholders is a part of the return on capital in 
excess of the expected return.

� e EVA is obtained by deducting the total in-
vested capital from the pro� t a� er tax, i.e. one’s own 
and others’. If the result is positive, it means that the 
company generates additional economic value for 
shareholders, and if it is negative, the company is 
eating its substance (Belak, 1997). 

CALCULATION OF ECONOMIC VALUE ADDED 

Unlike accounting pro� t, the EVA is a real eco-
nomic pro� t remaining a� er covering the cost of 
debt and shareholder principal. � e main di� erence 
between the EVA and accounting pro� t is that the 
EVA measures the economic pro� t, i.e. residual in-
come tailored to the speci� c accounting pro� t with 
correctional situations in accordance with gener-
ally accepted accounting principles - GAAP. Stern 
Stewart identi� ed 164 possible corrections of an 
accounting value related to an operating pro� t and 
invested capital. � e most important accounting 
corrections are: 

1. capitalization of research and development 
costs; 

2. capitalization of marketing costs related to 
new brands, entering new market, increasing 
market share, etc.; 

3. introduction of cash operating taxes obtained 
when an increase in deferred taxes is deduct-
ed from income tax and tax bene� t from tax 
free interest costs is added; 

4. capitalization of operating lease costs; 
5. provisions for doubtful receivables and guar-

antees; 
6. inclusion of one-o�  cost of restructuring; 
7. inclusion of goodwill amortization; 
8. replacement of accounting depreciation with 

economic depreciation. In order to calculate 
the economic value added, we need the fol-
lowing three sizes: 

Size of the pro� t, i.e. net operating pro� t a� er 
taxes – NOPLAT (Belak, 2002); 

Figure 1: The Rappaport’s Shareholder Value
Source: Rappaport, A. (1998) 
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Invested capital assets used in operations of the 
company reduced by the amount of an interest free 
short term obligation, and Cost of capital, which is 
the minimum pro� tability that is necessary to meet 
expectations of the owners and creditors of a com-
pany as a compensation for the risk, i.e. a marginal 
rate required for creating value. 

� e basic formula for the EVA is: 

EVA = NOPLATcorrected- (cost of capital × invested capital)  (1)

Also, there are two approaches to defi ning the 
EVA, namely: 

1. accounting and 
2. fi nancial. 
� e accounting principle defi nes the EVA as 

the diff erence between net operating profi t after 
taxes (NOPLAT) and their weighted average cost 
of capital. 
EVAt = NOPLATt- (IC(t-1)  × WACC)  (2)

Where: 
NOPLATt - is net operating profi t after tax in year t. 
IC - is invested capital
WACC – is weighted average of capital

Or as:

NOPLAT = EBIT(1-t) (3)

Where: 
EBIT is earnings before interest and taxes, and 
t - is tax rate 

By substituting the formula (3) with formula 
(2) we obtain: 

EVAt = EBITt(1-t)- (ICt-1  × WACC)    (4)

As we may see, the EVA is equal to NOPAT2, 
reduced by the cost of invested capital. � e EVA 
in the accounting categories can be expressed as 
the diff erence between the rate of return on capi-
tal and the cost of capital rate multiplied by the 
invested capital. � erefore, in order to ensure an 
economic benefi t, a company must achieve a re-
turn higher than the rate of the cost of capital at 
an appropriate scale to realize this capital. Like-
wise, the EVA can be expressed as follows (Naray-
anan and Nanda, 2007):
EVA = (% return of capital - % cost of capital) × invested capital   (5)

2 NOPAT is net operating pro� t for tax, while the cost of an 
invested capital is equal to the invested capital multiplied 
by the WACC. 

If a return on invested capital is expressed as 
ROIC and cost of capital as a weighted average 
cost of capital (WACC), we obtain: 

EVA = (ROICt - WACC) ×  ICt-1  (6)

� erefore, it follows that: 

ROICt =
NOPLAT

(7)
ICt-1

Based on formula (7), it can be concluded that 
the EVA will be positive as long as the return on 
capital exceeds the invested cost of capital. When 
the EVA is negative, the value of the company de-
creases, as business income cannot cover the total 
cost of capital. A company with a negative EVA 
may also have a positive fi nancial result, which 
means that returns required by certain foreign 
investors are met, but not the interest of share-
holders, i.e. EVA can be increased by increasing 
the following: 

1. if ROIC increases, while the invested capital 
and WACC are constant; 

2. faster growth of ROIC than the WACC, also 
resulting in the increase of EVA; 

3. divestment activities with no added value. 
If a reduction in capital is more than off set 
by an improvement in the spread between 
ROIC and WACC, the EVA increases; 

4. longer period in which it is expected that 
the ROIC is higher than WACC; 

5. reduction in the cost of capital. 

ADVANTAGES AND DISADVANTAGES 
OF ECONOMIC VALUE ADDED

A certain number of global companies use the 
concept of economic value added for making capital 
investment decisions, as well as for measuring their 
performance. A number of managers from a list of 
500 companies published by the Fortune Magazine 
together with Stern Stewart use this concept. It is 
assumed that the concept of economic value added 
associates the development strategy of a company 
and its long-term investments with the expectations 
of owners to increase their value. � e economic val-
ue added can be calculated not only for a company 
as a whole, but for each individual investment. On 
the basis of a given budget, decisions on a gradual 
disinvestment in certain parts of a company or indi-
vidual projects can be made. � e main advantage of 
performance value measurements is re� ected in the 
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fact that they show how managers can create value 
and what the main value drivers are.

An important advantage of economic value added 
is re� ected in the fact that it expresses a performance 
of current business activities in absolute rather than 
relative terms, such as the rate of return on invested 
capital. Since the economic value added is the meas-
ure of real earnings, it expresses a result more accu-
rately than reported accounting net pro� t, as it re-
spects the overall cost of capital, i.e. debt and equity. 
� erefore, the economic value added increases a pay-
ment reference e� ect on the success of business en-
terprises compared to net earnings per share, which 
is calculated on the basis of cost of debt capital. In 
addition to being a good measure for performance 
measurement, it is also used as the basis for calcu-
lating premiums for managers (Ivanišević, 2010, pp. 
308-309).

Apart from these advantages, the concept of eco-
nomic value added involves certain disadvantages. 
Namely, one disadvantage is an amount of an in-
vested capital to book value, which is a problem es-
pecially for companies that make large investments 
in research and development, which are expected 
to bring bene� ts in the long run. � e given problem 
and other issues related to book value   are eliminated 
to some extent by certain adjustments, such as for 
research and development costs on the basis of cost 
of materials using the LIFO method, posting speci� c 
provision for deferred costs, etc. As the economic 
value added refers to the current yield, it is assumed 
not to be signi� cantly used for planning and assess-
ing cost-e� ectiveness of a new capital investment, 
such as the net present value (NPV), which is used 
as a criterion for an average cost of capital.

PRICE CALCULATION AND WEIGHTED 
AVERAGE COST OF CAPITAL

A cost of capital is a discount rate, based on 
which discount cash � ow factor and residual value 
are determined. � e cost of capital in literature is 
o� en found by the name of a cost of capital or op-
portunity cost of capital, which needs to provide 
a rate of return on capital that would be formed 
from an alternative investment capital. In order to 
achieve this, the cost of capital also includes the risk 
of achieving a rate of return. � ere are two types of 
risks (Rodić and Filipović, 2010):

1. systematic risk and
2. non-systematic risk. 

� e systematic risk includes factors arising from 
an economic and political environment, such as: 
changes in exchange rates, � uctuations in raw mate-
rial prices, in� ation, tax reform, changes in the cost 
of salary levels, etc. � ese are general market risks 
that company management cannot in� uence and 
they cannot be avoided by investors who diversify 
investments within the national economy. � ere-
fore, systematic risks are ignored in determining 
the cost of capital. 

Unsystematic risks are individual risks, varying 
from company to company, and they are in� uenced 
by several factors: market position, competitiveness 
of own products in the market, degree of depend-
ence on customers, suppliers and creditors, negative 
reports in the press, yielding, property and � nancial 
position. Unsystematic risks cannot be eliminated 
by changing the owners and company management.

� eir elimination takes time and, among other 
things, they are conditioned by inventiveness and 
creativity of the company management. In theory 
and practice, the cost of capital is determined by: 

 ◆ Relative Risk Premium, or
 ◆ Capital Asset Pricing Model.

� e relative risk premium in literature is o� en 
found by name of the method of masonry. � e es-
sence of the method is to � rst determine the real 
rate of return on risk free investments.3 A pre-
mium rate for each investment risk in the com-
pany estimated is added to a real rate of return.
� e Capital Asset Pricing Model is based on the fact 
that investors with assets at risk require additional 
expected revenue, i.e. releasing rate risk as a com-
pensation for holding assets that carry risk. � e es-
sence of the model is the following: for example, in 
a period of 5 years, the rate of return on equity is 
compared to the rate of return in the market. If a rate 
of return on equity varies more, the risk is higher 
and vice versa, if the rate of return on equity varies 
less, the risk is lower.

A relative variation degree of yield in statistics is 
called the beta coe�  cient. It is calculated as a ratio 
between an actual rate of return on equity of an ob-
served company and a real rate of return on equity 
in the market. If the beta coe�  cient is equal to 1, it 
means that the rate of return on equity of the ob-
served company varies identically with the rate of 
return on equity in the market. If beta is equal to 
2, it means that the rate of return on equity of the 
3 � e real rate of return on risk free investment is a rate 

achieved when purchasing government securities, such as 
bonds, reduced by the rate of in� ation.
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observed company varies more than twice as much 
as the rate of return on equity in the market. 

In countries with developed markets, such as the 
USA, for companies with shares, the rate of divi-
dends on ordinary shares is taken as a return on eq-
uity, and a yield of corporation groups is taken as a 
return on equity over the entire market, included in 
the S&P index. In our environment, a rate of return 
on equity of an observed company can be taken, as 
well as a rate of return on equity of a group of com-
panies engaged in activities of a company estimated. 
When the beta coe�  cient is determined, a cost of 
capital (K) for an observed company is determined 
using the following formula:

K = krp + β(km- krp) (8)

where: 
krp - rate of return on equity for risk free investment;
β - coeffi  cienf of beta, and 
km - rate of return on equity of group of companies 

with the same business operations.
� e Weighted Average Cost of Capital - WACC 

represents an average rate of return that a com-
pany must pay to shareholders and creditors. In 
most cases, it is an adjusted discount rate, ade-
quate for the risk of cash fl ows of companies. A 
cost of capital depends on the risk of cash fl ow of 
companies. Also, a company is fi nanced by bor-
rowing or lending funds whether from banks, in-
dividuals or other sources. Companies pay inter-
est to the borrowed amount, i.e. they pay the price 
of their debt, so their interest payments also con-
tribute to the reduction of the tax base because it 
is recognized as an expense. 

� is cost of fi nancing is called the cost of debt 
and it is marked with rD(1-T) (Vukičević et al., 
2010): 

WACC = rE·
E

+ rD(1-Tc)
D

(9)
E+D E+D

where: 
rE - cost of capital of a company – i.e. return required 

by shareholders;
rD - cost of debt of a company – i.e. return required 

by lender;
E - market value of company’s capital;
D - market value of debt of company, and
T

c - company tax rate.

FINANCIAL AND MARKET INDICATORS 
IN THE CAPITAL MARKET IN B&H 

In 2011, in the B&H capital market, there was 
a substantial increase in turnover on the Sarajevo 
Stock Exchange (SASE) and the Banja Luka Stock 
Exchange (BLSE), not accompanied by an increase 
of a market capitalization, which stood at 31.2% 
GDP. As can be see in Table 2 on the Sarajevo Stock 
Exchange, the market capitalization recorded a de-
crease in the value of 39.38% compared to 2010, 
while the Banja Luka Stock Exchange recorded a 
marginal increase of 2.76% over the previous year. 
Also, a relative indicator of the market capitaliza-
tion expressed as a percentage of GDP on the SASE 
and BLSE at the end of the year was 16.8% and 
14.8% respectively, which represents a decrease by 
12% in the SASE and 0.3% compared to BLSE in 
2010 (Centralna banka Bosne i Hercegovine, 2011).

Sarajevo Stock Exchange – SASE
Indicator 2007 2008 2009 2010 2011 Index 

1 2 3 4 5 6 7(6/5)
Turnover 651,559 243,927 112,016 55,503 125,158 125.50%
Number of Traded Securiti es 70,773 17,116 19,632 76,338 56,693 (25.73%)
Number of Transacti on 159 39 26 18 16 (11.12%)
Market Capitalizati on 7,934,359 3,992,516 3,660,174 3,686,723 2,234,863 (39.38%)

Banja Luka Stock Exchange - BLSE
Indicator 2007 2008 2009 2010 2011 Index

1 2 3 4 5 6 7(6/5)
Turnover 379,676 140,651 92,285 90,087 217,532 141.47%
Number of Traded Securiti es 765,213 506,993 81,462 161,633 215,756 33.48%
Number of Transacti on 191 31 18 19 25 31.58%
Market Capitalizati on 3,961,413 1,884,484 1,920,689 1,908,297 1,961,022 2.76%

Table 2: Exchange Transacti ons on SASE and BLSE for 2007 - 2011 (million EUR)

Source: www.cbbh.ba, Annual Report, 2011, p. 97 (Calculati on by Author)
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In 2011, the four primary issues were success-
fully completed via SASE, namely: municipal bonds 
of the Municipality of Tešanj, the second issue of 
the issuer “Fad” Ltd Jelah -Tešanj and two issues of 
Federation of B&H treasury bills in the amount of 
EUR 46,500,206. Regarding the quotation of bonds, 
the growth in 2011 amounted to EUR 11,823,422 or 
21.67% of the total scheduled turnover, out of which 
the trade in FB&H bonds of war claims amounted to 
EUR 5,546,359, with the total turnover of old foreign 
currency savings bonds of EUR 6,258,257, while the 
Brčko District bonds of old foreign currency savings 
were traded in the amount of EUR 18,805. In this 
market segment, in 3.751 transactions, the total of 
44,295,874 bonds were traded (Komisija za hartije 
od vrijednosti Republike Srpske, 2011, p. 16). With 
the investment fund index BIFX, an increase in the 
value by 1.36% has been recorded this year. � e in-
crease has been noted for the SASX-30 index, whose 
value increased by 2.66% over the previous year. � e 
value of SASX-10 registered a decrease by 16.18% 
during the previous year (SASE, 2011).

An extremely rapid growth in sales and prices 
on the Banja Luka Stock Exchange until the � rst 
half of 2007 followed the trends of stock markets 
in neighbouring countries, where there were de-
cline and stagnation activities a� er a while, as well 
as in a number of capital markets due to the global 
economic and � nancial crisis. � e situation in the 
capital market of the Republic of Srpska in 2011 had 
similar characteristics as the markets of the coun-
tries in the region (Komisija za hartije od vrijednosti 
Republike Srpske, 2011, p. 5), taking into account 
the size and development of the market. As can be 
seen in Table 6, the overall turnover on the Banja 
Luka Stock Exchange in 2011 more than doubled 
compared to 2010, when it reached the value of EUR 
217,532,701, which was slightly above the turnover 
in 2006. � e total market capitalization of all secu-
rities traded on the Banja Luka Stock Exchange as 
of 30 December 2011 amounted to EUR 1,961,022, 
which represents a relative increase by 2.76%.

Indices
Last Day of 

Previous 
Period

Last Day of 
Period % Changes

1. BIRS 956.12 876.36 (8.34%)

2. FIRS 1,632.46 1,822.07 11.61%

3. ERS 801.34 874.10 9.07%

Table 3: Index on BLSE in 2011
Source: www. blberza.com

As can be seen in Table 3, it is clear that the mar-
ket index of BIRS registered a decrease by 8.34% in 
2011.4 Unlike the BIRS, the stock index investment 
fund of the Republic of Srpska registered a relative 
increase by 11.61% compared to the same period in 
the previous year. � e index of companies within 
the electric power system of the Republic of Srpska 
also registered a relative increase by 9.07% com-
pared to the same period in the previous year.

ASSUMPTIONS FOR APPLICATION OF ECONOMIC 
VALUE ADDED IN THE CAPITAL MARKET OF THE 
REPUBLIC OF SRPSKA

It is necessary to have adjusted � nancial state-
ments of certain companies listed on the Banja Luka 
Stock Exchange and an estimated cost of the capital 
rate in order to be able to apply the concept of the 
economic value added in the capital market of the 
Republic of Srpska. � e companies for which the 
calculation possibility of economic value added for 
the capital market of the Republic of Srpska is to be 
examined are the � rst four companies included in 
the BIRS stock index with the highest percentage of 
participation in the structure of the stock market 
index. � e research covered the period 2010 - 2011.

� e economic theory implies that government 
securities are essentially free of systemic (default) 
risk and most analysts agree that government bonds 
are the best choice. However, the problem is in the 
selection of the maturity date. Some authors argue 
that short-term rate should be used, such as the in-
terest rate, on quarterly government bonds. Others, 
however, claim that interest rates on long-term gov-
ernment bonds should be used, bearing in mind that 
investment projects are long-term (Wachowicz  and 
Van Horne, 2008).

� e following two important facts are usually as-
serted as evidence in favour of using rates on short-
term treasury notes: � rst, although nominal yield 
to maturity is guaranteed, actual yield can be under 
the in� uence of in� ation per unknown rate; second, 
even government securities have certain risk, which 
is re� ected in the yield curve which usually ascends 
over time re� ecting higher liquidity risk of govern-
ment bonds (Pike and Neale, 2009). 

Desired yield to maturity (e� ective annual yield) 
– is return you expect to get if you buy bonds on the 
selected date and hold it to maturity, assuming that 
4 � e highest value of BIRS was on 8 April 2011 (1,220.96 

points), and the lowest value was on 23 December 2011 
(821.15 points).
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all future cash � ows are reinvested at the same rate 
(compound interest account). � e yield to maturity 
is calculated from the equation for calculating the 
price of bond. If we know the market price of bonds 
and cash � ows of bonds payable in the future, we can 
calculate the yield to maturity. � e yield to maturity 
can be de� ned as discount rate that equates the price 
of bond with the present value of the payment bond 
(Bodie et al., 2006). � at is an average annual rate 
of return that will be achieved if the customer buys 
the bonds and bond holding to maturity, provided 
that all cash � ows reinvested at a rate of return. � is 
rate is o� en used in the reports from trading bonds 
to compare the yield of the bonds. Suppose that we 
know the price we pay for the bonds on the market, 
and that we receive cash � ows from the bond (inter-
est rate and the nominal value of bond). Calcula-
tion of the rate of return to maturity is reduced to 
searching unknown discount rate (r) that equates 
the le�  and the right side of equation (10), i.e. price 
equals the present value of bonds, and cash � ows 
from bonds: 

Price annuity 
bonds

=
N1 +

N2 + ... + 
Nn (10)

(1+r)1 (1+r)2 (1+r)n

Where: 
N - annuity; and 
r -  discount rate

According to Damodaran, risk premium in emerg-
ing markets with political risk, in countries of Eastern 
Europe and South America is estimated at 8.5% (Da-
modaran, 2002, p. 49). � is methodology, for those 
countries that are not free of default risk, estimates 
the risk-free rate for speci� c currency as a remain-
der between market rate on government bonds and 
premium for default risk of speci� c country, which is 
determined by credit rating of that speci� c country.

In this paper, we use ten-year municipal bonds 
issued by the Municipality of Bijeljina, which can be 
considered as equivalent to the bonds issued by the 
Government of Bosnia and Herzegovina. � at rate 
was 6.75% and from it we subtracted an estimated 
premium for the default risk of our country that is 
4.25% and thus we calculated the estimated nominal 
risk-free rate of BAM currency to be 2.5%.5

5 Bond issue of the Municipality of Bijeljina is in the nominal 
amount of 5.6 million EUR, and a nominal value per one 
bond is EUR. 51.13 � e total number of bonds is 110,000

Companies that will be subject to the analysis of 
economic value added are: 

1. Telekom Srpske, Banja Luka - TLKM - RA 
with 25% share in the structure of the BIRS 
index, 

2. Hydroelectric Power Plants on the Drina 
River, Visegrad - HEDR - RA with 14.31% 
share in the structure of BIRS index, 

3. Hydroelectric Power Plants on the Trebišnjica 
River, Trebinje - HETR - R – A with 13.34% 
share in the structure of the BIRS index and 

4. Ugljevik a.d. Ugljevik with 7.17% share in the 
structure of the BIRS index.6

CALCULATION OF ECONOMIC 
VALUE ADDED IN THE CAPITAL MARKET 
OF THE REPUBLIC OF SRPSKA

� e BIRS market index is a weighted index, which 
means that the share of individual stocks in the BIRS 
is determined by a market capitalization of each is-
suer. � e market capitalization includes ordinary 
shares held by the public (free � oat).7 Maximum par-
ticipation of each issuer in the BIRS on the date of the 
formation and revision is limited to 25%. � e BIRS 
is also a price index and does not include dividends 
paid in cash. Shares of 5 to 30 issuers can be included 
in the BIRS. � e number of issuers whose shares are 
part of BIRS depends on the number of issuers that 
meet the requirements for the composition of BIRS 
(Table 4). 

� e value of the stock market index (BIRS) from 
1 May 2004 to 16 November 2012 decreased by 
16.28% and on 16 November 2012 the BIRS value 
amounted to 837.16 points. � e BIRS index on 16 
November 2012 included 20 companies with the 
following structure:

� e companies that will be subject to the analysis 
of economic value added are: 

1. Telekom Srpske, Banja Luka - TLKM - RA 
with 25% share in the structure of the BIRS 
index, 

2. Hydroelectric Power Plant on the Drina, Vi-
segrad - HEDR - RA with 14.31% share in the 
structure of BIRS index, 

6 � e issuer Nova banka, Banja Luka was not taken into 
consideration as the Banja Luka Stock Exchange statistics 
does not provide required � nancial ratios for the reporting 
period needed for further analysis.

7 � e number of shares owned by the public shall not inclu-
de shares held by shareholders who have over 10%, except 
for investment funds and custody accounts.
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No Symbol Issuer Adjusted Number of Shares 
(Parti cipati on in BIRS) % of BIRS

1. TLKM-R-A Telekom Srpske, Banja Luka 72,639,797 25.00%
2. HEDR-R-A Hidroelektrane na Drini, Višegrad1 154,682,609 14.31%
3. HETR-R-A Hidroelektrane na Trebišnjici, Trebinje2 134,814,338 13.34%
4. NOVB-R-E Nova banka a.d. Banja Luka 70,863,294 11.43%
5. RTEU - R-A RiTE Ugljevik, Ugljevik 89,600,091 7.17%
6. RITE-R-A RiTE Gacko , Gacko 132,985,950 5.92%
7. HELV-R-A Hidroelektrane na Vrbasu, Mrkonjić Grad 3 35,824,669 3.62%
8. BVRU-R-A ZTC Banja Vrućica, Teslić 28,309,803 3.36%
9. RFUM-R-A Rafi nerija ulja, Modriča 49,546,129 2.45%

10. BOKS – R-A Boksit , Milići 11,104,138 2.16%
11. DEST-R-A Hemijska industrija desti lacije, Teslić 23,228,364 2.00%
12. CIST-R-A Cistoća, Banja Luka 6,722,728, 1.56%
13. EKBL-R-A Elektrokrajina, Banja Luka 32,291,659 1.54%
14. BIRA-R-A Birač, Zvornik 314,949,484 1.49%
15. ELDO-R-A Elektro Doboj , Doboj 10,890,410 1.41%
16. MRDN-R-A Meridian, Banja Luka 5,740,628 0.84%
17. RNAF-R-A Rafi nerije naft e, Brod 52,586,489 0.69%
18. BLPV-R-A Banjalučka pivara, Banja Luka 4,155,881 0.64%
19. ELBJ-R-A Elekro – Bijeljina, Bijeljina 13,469,433 0.64%
20. KDVO-R-A Dunav osiguranje , Banja Luka 30,111 0.42

Table 4: Compositi on of BIRS Index
1 Hydroelectric Power Plants on the Drina River, Visegrad; 2 Hydroelectric Power Plant on the Trebišnjica River, Trebinje
3 Hydroelectric power plants on the Vrbas River, Mrkonjić Grad

Source: www.blberza.com 

3. Hydroelectric Power Plants on the 
Trebišnjica, Trebinje - HETR - R – A with 
13.34% share in the structure of the BIRS in-
dex and 

4. Ugljevik a.d. Ugljevik with 7.17% share in the 
structure of the BIRS index.8 

� e Table 5 illustrates � nancial indicators of 
Telecom Srpske, Hydroelectric Power Plants on 
the Drina, and Hydroelectric Power Plants on the 
Trebišnjica River, Inc Ugljevik, Inc. for 2010 and 
2011. 

Based on the research results of one part of the 
capital market in the Republic of Srpska and the 
structure of the most liquid companies included in 
the stock index of BIRS in 2010 and 2011, the fol-
lowing results of the analysis were obtained, i.e. the 
following amounts of economic value added and 
other � nancial indicators.

� is research points to certain characteristics 
of selected corporate actions. Elaborated on the 
basis of the analysis, it can be concluded that the 
following companies made positive value added 
8 � e issuer Nova banka, Banja Luka was not taken into 

consideration as the Banja Luka Stock Exchange statistics 
does not provide required � nancial ratios for the reporting 
period needed for further analysis.

in 2011: 
1. the corporation of Telekom Srpske, Banja 

Luka achieved positive economic value add-
ed of EUR 96,732,339, which is a decrease in 
the relative amount of 2.58% and in the ab-
solute amount of EUR 2,565,858 compared 
to 2010, and 

2. corporation Hydroelectric Power Plants 
on the Drina Inc. Visegrad, which in 2011 
achieved positive economic value added of 
EUR. 1,297,777, which represents a relative 
decrease compared to the previous year by 
80.84 %. 

Other issuers observed in 2011 achieved a nega-
tive economic value added, despite the fact that 
they had a positive � nancial result, i.e. net pro� t. 

� e lowest, i.e. negative economic value added 
in 2011 was reported by hydroelectric power plants 
on the Drina River, Visegrad in EUR (10,439,975). 
� e joint stock companies which achieved a posi-
tive economic value added in 2010 are: Telekom 
Srpske Banja Luka Inc, and Hydroelectric Power 
Plants on the Trebišnjica Inc, while other issuers 
achieved negative values (Table 6). � e results of 
this analysis suggest that the joint stock companies: 
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    (in EUR)
2010

Financial Rati os TLKM – R – A HEDR – R-A HETR – R – A RTEU-R-A
1. Return on Equity (ROE) 15.37 1.98 1.78 (0.49)
2. Return on Assets (ROA) 11.57 1.94 1.74 (0.43)
3. Earnings per Share (EPS)  0.11  0.013  0.022 -
4. Book value /Shares  0.72  0.64  1.26 0.82
5. EBITDA 48.16% 55.39% 44.65% 26.23%
6. The rati o of Market to Book Value 1.15 0.34 0.17 0.23
7. Dividend per Share (DPS) 0.12 0.02 0.02 -
8. P/E Rati o 7.35 17.32 9.84 -
9. P/S Rati o 1.67 4.46 2.55 0.83
10. P/E 52W High 7.39 21.35 12.28 -
11. P/E 52W Low 14.09 17.20 9.50 -
12. Dividend Rate 14.17% 4.62% 5.56% -

2011
Financial Rati os TLKM – R – A HEDR – R-A HETR – R – A RTEU-R-A

1. Return on Equity (ROE) 11.49 0.22 0.02 2.61
2. Return on Assets (ROA) 11.92 0.21 0.02 2.25
3. Earnings per Share (EPS)  0.11  0.0014  0.0004 0.022
4. Book value /Shares 0.72  0.63  1.25  0.84
5. EBITDA 48.63% 57.74% 37.94% 28.80%
6. The rati o of Market to Book Value 1.14 0.35 0.18 0.23
7. Dividend per Share (DPS)  0.11 - - 0.03
8. P/E Rati o 7.41 159.65 1,078.99 8.78
9. P/S Rati o 1.66 9.06 3.73 0.66
10. P/E 52W High 7.46 196.78 1,345.62 16.62
11. P/E 52W Low 6.45 158.53 1,041.61 9.34
12. Dividend Rate 13.09% - - 9.34%

Table 5: Financial Rati os of Telekom Srpske, Hydroelectric Power Plants on the Drina, Hydroelectric Power Plants on 
the Trebišnjica River, Inc Ugljevik, Inc. for 2010 and 2011.

Source: www.blberza.com
        (in million EUR)

2010
Financial Rati os TLKM – R – A HEDR – R-A HETR – R – A RTEU-R-A

1.  Economic Value Added - EVA 99,298,197 (5,123,506) 6,772,933 (9,858,252)
2.  Economic Value – EV 510,467,706 105,406,293 97,618,498 80,917,607
3. Net Debt 95,920,841 8,239,983 12,938,028 32,223,755
4. Economic Value/Market Capitalizati on 1.2314 1.0848 1.1528 1.6618
5. Total Liabiliti es/Economic Value 0.2170 0.0810 0.1474 0.4241
6. Net Debt/Economic Value 0.1879 0.0782 0.1325 0.3982
7. Economic Value/EBIT 8.0025 16.4037 14.4070 155.6386
8. Market Capitalizati on 414,546,865 97,166,310 84,680,470 48,693,852
9. Net Income/Net Loss 55,403,191 6,218,284 5,928,908 1,024,844

2011
Financial Rati os TLKM – R – A HEDR – R-A HETR – R – A RTEU-R-A

1.  Economic Value Added - EVA 96,732,339 (10,439,975) 1,297,777 (3,898,681)
2.  Economic Value – EV 480,868,656 101,584,105 94,027,906 79,339,712
3. Net Debt 66,321,791 4,417,795 9,347,436 30,645,860
4. Economic Value/Market Capitalizati on 1.1600 1.0455 1.1104 1.6294
5. Total Liabiliti es/Economic Value 0.2110 0.0623 0.1049 0.4416
6. Net Debt/Economic Value 0.1379 0.0435 0.0994 0.3863
7. Economic Value/EBIT 7.6028 191.6005 282.0791 11.8606
8. Market Capitalizati on 414,546,865 97,166,310 84,680,470 48,693,852
9. Net Income/Net Loss 54,920,372 608,625 79,028 5,544,367

Table 6: Calculati on of Economic Value Added and Other Financial Indicators for Selected Shares 
Source: www.blberza.com (Calculati on by Author)
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Hydroelectric power plants on the Drina River, 
Visegrad (HEDR-R-A) and Ugljevik ad (RTEU-
RA), were not able to compensate for the oppor-
tunity cost of funds invested despite a positive net 
� nancial result in 2011.

Since the limited companies in 2011 achieved 
positive � nancial results but were not able to cover 
the opportunity cost, they could provide for a bet-
ter way to utilise their capital. More companies ac-
count the added economic value that determines 
salaries of their managers.

CONCLUSION 

Performance value measures were developed in 
order to obtain internal performance measures that 
would have a higher correlation with market perfor-
mance, i.e. target function by maximizing a value for 
shareholders. � e foundation of performance value 
measures is the idea that a company should provide 
a higher return on invested capital than the cost of 
capital and maintain a positive range of performance.

� e aim of calculating economic value added 
of a company presents quanti� cation of e� ects of 
changes in the book value of the equipment and 
reduction of its value to its recoverable amount. If 
consequences of changes in the book value of tangi-
ble � xed assets are changes in in� ow and out� ow of 
economic bene� ts from the company, then the ef-
fects of changes are only in the � eld of information 
on the operations and � nancial position of the com-
pany. On the other hand, if a change in the book 
value of property causes changes in the in� ow and 
out� ow of economic bene� ts from a company, it has 
an e� ect on the economic value of the company.

As already stated, economic value added is cal-
culated by subtracting tax deductible cost of capital 
from net operating income, so that the book value 
of equity in income has a signi� cant e� ect on the 
economic value added. Given that the value of eq-
uity is in the balance of net assets, the cost of capital 
in the calculation of economic value added is not 
completely reliable if the book value of the assets in 
the balance is unreliable. � erefore, no economic 
value added of a company is entirely acceptable if 
� nancial statements contain unreliable data on as-
sets and equity.

A model to calculate the cost of capital was built 
on the emerging market and it is applicable in such 
conditions. In terms of an undeveloped capital mar-
ket such as the markets in the region, the applicabil-

ity of EVA as a measure of business performance is 
questionable because there are no institutions that 
would provide statistical data related to the market 
risk premium and cost of capital. However, the con-
cept of economic value added in the future will have 
an increasing importance given the completion of 
the privatization process and EU accession. � ere-
fore, it is necessary to shed light on this concept, i.e. 
understand its limitations as interpreted by a com-
pany’s value and other valuation methods.
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MOGUĆNOST PRIMENE DODATE EKONOMSKE VREDNOSTI 
NA TRŽIŠTU KAPITALA U REPUBLICI SRPSKOJ

Rezime: 
Efikasnost rada rukovodstva pre svega zavisi od toga koliko su poboljšane 
performanse preduzeća, tj. da li je povećana njegova tržišna vrednost, odnosno 
da li se stvara vrednost za deoničare. Računovodstvena neto dobit može da 
pruži delimičan odgovor na ovo pitanje zbog toga što računa sa samo jednim 
delom troškova kapitala, tj. sa troškovima pozajmljenog kapitala dok se cena i 
troškovi sopstvenog kapitala zanemaruju. Metod dodate ekonomske vrednosti 
uzima u obzir prosečnu cenu kapitala tj. kalkuliše sa ukupnim troškovima kako 
pozajmljenog tako i sopstvenog kapitala. U ovom radu se ispituje mogućnost 
proračuna dodate ekonomske vrednosti za pojedine akcije u okviru berzanskog 
indeksa Republike Srpske (BIRS).

Ključne reči: 
dodata vrednost za akcionare, 
dodata ekonomska vrednost, 
trošak kapitala, 
tržište kapitala.
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Abstract: 

The reform of the system of execution of sanctions is anticipated in the 
part of the reform of the criminal justice system of the Republic of Mac-
edonia. The functional system for implementing sanctions in modern 
criminal justice systems implies a complex approach in which besides 
the dimension of punishment, the dimensions of social reintegration and 
victim protection play an important role. In such a context, the so-called 
probation system, has been established. Event though such system has 
not been established in the Republic of Macedonia up to now, its ele-
ments are contained in the existing legal framework in the material and 
procedural provisions. Some solutions of the previous system can be 
used with the aim to establish continuity on institutional and operational 
level.The starting point for the establishment of probation begins with 
amendments to the Criminal Code of 2004, where in the part that refers 
to criminal sanctions, the following alternative measures were imposed: 
probation, suspended sentence with supervision, conditional discontinu-
ation of criminal proceedings, community service, court sanctions and 
house arrest. 
The probation is primarily directed towards designing and developing 
the system of regular individualized assessment of perpetrators, assess-
ing the risk of re-offending, identifying objective and subjective reasons 
for previous criminal activity and enabling people who already served 
their prison sentence to have an active and meaningful involvement in 
the community.
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INTRODUCTION

� e foundation for developing probation in Mac-
edonian society can be related to the development of 
penitentiary system in former Yugoslavia. � e crim-
inal law from 1951 and its changes and amendments 
foresaw probation with protective monitoring and 
special obligations for persons who had been sen-
tenced in such manner. Similar measures were fore-
seen in the Criminal law from 1977 in order to meet 
the purpose of punishment, i.e. warning through 
the threat of punishment. � is is the foundation 
framework of the new probation system, which is 
to provide regulation of probation monitoring. Ac-

cording to the de� nition that views probation as de-
pendent and controlled freedom of the perpetrator 
the purpose of which is to reduce the risk of crime 
repetition, it is necessary to highlight that there is 
no probation system in the Republic of Macedonia. 
� erefore, the purpose of this paper is to indicate the 
advantages of probation and its establishment as a 
sustainable service, which will deal with perpetrators 
throughout all the phases of the proceedings. Pro-
bation service should not only incorporate special 
features of the Macedonian penitentiary system, but 
also develop itself in accordance with the rules and 
standards of the UN, the Council of Europe and the 
European Union. 
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CONDITIONS IN THE REPUBLIC OF MACEDONIA 
IN THE SPHERE OF CRIME

� e survey carried out by the Center for Human 
Rights and Con� ict Resolution puts emphasis on 
treatment conditions, sanctions and the position of 
perpetrators in the Republic of Macedonia during 
the period 2006 - 2010. � e basic index has been 
determined according to data on adults sentenced 
during the period 1999 - 2010. Based on that, one 
can infer that the crime rate in Macedonia rose by 
more than a third during those ten years, which 
was not the case in any other previous period. � e 
most prevalent types of sentenced crimes include 
the group of property crime and the group of traf-
� c crimes. Imprisonment is the most common type 
of sentence, whereas in the segment of alternative 
measures, probation dominates in 90%, with � nes 
just under 9%. � e most common are six-month 
imprisonments ranging between 38.4% and 43.5%, 
followed by six-to-one year imprisonment, which 
means that two thirds of sentence punishments are 
short-term ones going up to twelve months).

� e analysis of experts’ attitudes leads to the 
conclusion that the most e�  cient way of prevent-
ing crime is through sanctions in the form of im-
prisonment. However, more than 87% of the judges 
and public attorneys maintain that the alternative 
punishments should be given. As many as 92.2% of 
judges and 82.7% of public attorneys claim that the 
most common punishment they impose is proba-
tion. � e reason why they rarely decide for alterna-
tive measures and sanctions is due to insu�  cient 
conditions and methodology for such sanctions 
to be taken. Another issue refers to the lack of the 
system for implementation of alternative sanctions. 
Namely, 54.4% of judges and 50.9% of public attor-
neys consider themselves representatives for the es-
tablishment of the probation system in the country. 
What is extremely surprising is that a high percent-
age of survey participants have no opinion concern-
ing this issue (around 32.9% of judges and 27.3% 
of public attorneys), according to the strategy for 
probation in the Republic of Macedonia.

THE STATUS AND ROLE OF PROBATION SERVICE 

Probation services primarily ought to create 
conditions for establishing and functioning of the 
system through creating the appropriate legal and 
structural framework. A very important condition is 

to provide human and material resources that could 
ful� ll the tasks set.

From the strategic point of view, probation ser-
vice should contribute to the overall reform of the 
penitentiary system. It ought to be operated by social 
regulatory mechanisms by means of establishing the 
framework of an e�  cient system of sanctions and 
protective mechanisms. Such system should above 
all be accepted within the community, and provide 
long-term bene� ts concerning crime conditions, 
human protection, indemni� cation and re-sociali-
zation of victims and re-integration of perpetrators 
through respecting human rights and liberties of 
all participants involved. � ese strategic goals are 
also compatible with the EU processes related to 
probation.

� e range of areas that need to be worked on and 
that should yield results can generally be divided 
into � ve strategic points:

1. Normative and legal framework;
2. Institutional and organizational framework; 
3. Work with perpetrators and victims;
4. Providing professional and trained sta� ;
5. Cooperation and partnership with other in-

stitutions.
� e area of normative and legal framework in-

cludes passing laws and acts as well as the changes 
of the existing laws in order for probation system to 
function. � e Republic of Macedonia is currently 
quite reserved concerning this segment and it would 
be best to begin with the dra�  law on probation, 
which could lead to the law with acts that would 
operate within the probation system.

� e institutional and organizational framework 
includes establishing institutions and organizations 
that could enable the functioning of the probation 
system. Part of those would be incorporated within 
the existing penitentiary system, whereas a certain 
number of institutions would have to be subse-
quently established.

Creating and developing the program for perpe-
trators, collecting data, conducting analysis, making 
an instrument for determining risk, establishing a 
noti� cation system, designing a program for deal-
ing with victims is just part of the separate strategic 
aim, which has been called dealing with perpetrators 
and victims. In order for all this to be achieved, it is 
necessary to have professional and trained sta�  that 
possesses knowledge and skills necessary for collect-
ing data, preparing individual reports, monitoring 
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the performance of the sanctions for perpetrators, 
participating in their re-socialization and provid-
ing support to both communities and victims. � is 
strategic goal covers training for probation o�  cers, 
judges, public attorneys, police o�  cers, social work-
ers and other categories of citizens who shall be in-
volved in the entire probation process. 

Partner institutions and organizations also play 
a speci� c and highly signi� cant role and they have 
to be part of the established communication with a 
wider range of institutions and organizations in the 
process of re-socialization. Promoting positive rep-
utation of probation services as well as the method 
of socially useful work ought to be another impor-
tant segment, which is to start functioning once the 
probation system (service) has been established. 

CURRENT ISSUES AND DILEMMAS

Professor Ljupčo Arnaudov, who has spent all 
his life working in the � eld of criminal law and per-
forming sanctions, claims that practice has led him 
to the conclusion that punishments do not prevent 
crime. Statistical data in the last ten years show that 
almost every other convict is a recidivist (41-42%). 
An additional problem in the Republic of Macedo-
nia is the insu�  cient capacity of prisons. Namely, 
there are people who have received a court’s de-
cision for the given prison sentence and who are 
sometimes forced to wait for two years to serve their 
sentence. � is means that while waiting for such a 
long period to serve thei sentence, the perpetrators 
are still free and pose a potential threat to the com-
munity. 

So far, there have been 28 social workers from 
the Centers for social a� airs throughout the entire 
Republic of Macedonia who have obtained work 
permit with alternative measures, and according to 
them, those measures are rarely used by judges giv-
ing sentences.

A feasibility study made in 2011 o� ered closer 
co-operation with prisons in the � eld of re-social-
ization and social adaptation of convicts in the pe-
riod between 2010 and 2012. However, the e� ects of 
this whole process have not dealt with the problem 
entirely.

Dillemmas for and against probation may be 
more easily overcome if we mention some impor-
tant advantages of the probation system. We will 
hereby point out the following:

 ◆ It is cheaper compared to prison sentences;
 ◆ Alleviating the work of penitentiary instituti-

ons by reducing prison population;
 ◆ Implementation of standards from interna-

tional documents that insist on reducing im-
prisonment;

 ◆ Protection of convicted persons from the ne-
gative impact of the prison surrounding;

 ◆ Sanctions performed in the community ena-
ble the convicted persons to maintain close 
relationships with their families and commu-
nity and represent an opportunity to mainta-
in their employment status;

 ◆ Shortening the length of court procedure, 
thus increasing the e�  ciency of courts and 
reducing the costs of proceedings;

 ◆ Holistic approach to treating convicted per-
sons o� ers protection to the community, 
reduces the number of victims and provides 
support.

POSITIVE PRACTICE AND EXPERIENCE

Doing the right thing with the right people, in 
the right way and at the right time is one of the 
maxims that can apply to practicing probation. � e 
positive experience that serves as an example for the 
RM is the functioning of the probation service in 
Great Britain, where probation has been in use for 
over a century. Andrew Stallman and Sally Lester, 
as the leading experts in the � eld of probation in 
the UK, claim that around 250 thousand probation 
reports are made in Great Britain annually, and for 
75% of them judges accept proposals of the proba-
tion body.

Practice in Great Britain shows that it is better 
to make the plan for alternative punishment in co-
operation with and with the perpetrator’s assent, at 
least in the initial stages, which is when the e� ects 
of the whole process are much greater. � ese are the 
three points that the British take into consideration: 

1. evaluation of factors related to the crime com-
mitted;

2. the manner and motivation of the perpetrator 
to change his/her lifestyle and 

3. the goals of monitoring as well as the plan for 
putting sanctions into practice.

� e work of the probation service has e� ective 
goals that need to be reached, in particular: 
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1. reducing recidivism; 
2. reducing the number of convicts;
3. enabling perpetrators to integrate in the com-

munity; 
4. enabling other members of the community to 

feel safe; 
5. raising public trust in the penitentiary sys-

tem.
In addition to the British positive experience, the 

Republic of Croatia has the same experience, though 
of much shorter length. Twelve probation o�  ces 
have been set up in Croatia over the last year, with 
the aim to reduce the number of convicts in peniten-
tiary institutions that house 20% more convicts than 
it has been planned (Zakon o probaciji, 2009).

According to � nancial estimates in the Repub-
lic of Croatia, one day in prison costs the country 
as much as three days of probation. It is believed 
that in this country in the foreseeable future, prison 
sentence will only be given to perpetrators of major 
crimes, who will be sentenced to longer imprison-
ment. 

� e establishment of probation o�  ces in Croatia 
is seen as a way of humanizing execution of peniten-
tiary sanctions, e�  cient re-socialization and re-in-
tegration of perpetrators in the social community as 
well as an organized way of providing support to vic-
tims, and families of both victims and perpetrators. It 
is worth mentioning that probation, as an alternative 
measure according to the Law on probation in Croa-
tia, is determined exclusively under the written con-
sent of the sentenced person, and the entire proce-
dure is subject to written reports by relevant o�  cers. 
Over the last three years, which is how long proba-
tion has been practiced in Croatia, persons included 
in the system have most frequently been working in 
public kitchens, decorating parks and forested areas, 
Red Cross activities and the like. People in charge 
of monitoring their behavior reported no problems.

INTERNATIONAL SOURCES FOR ESTABLISHING 
PROBATION IN THE REPUBLIC OF MACEDONIA

� e central point to be regarded as the correct 
establishment of probation in our country are UN 
resolutions and recommendations of the Council of 
the European Union. Some of the most important 
acts that should not to be neglected include the fol-
lowing:

1. United Nations Standard Minimum Rules 
for Non-custodial Measures (these sanctions 
are used to determine minimum protection 
categories of people they are used for, with 
the aim to promote greater inclusion of the 
community in treating the perpetrator and 
developing community responsibility for the 
perpetrator).

2. Recommendation of the Council of Minis-
ters R (99) 22 on overcrowded prisons and 
increase of prison population (it suggests po-
tential measures for decreasing prison popu-
lation in each phase of criminal proceedings).

3. Recommendation of the Council of Ministers 
R (92) 16 on the European rules on commu-
nity sanctions and measures as the principal 
document in the sphere of probation and reg-
ulation of di� erent contents as well as e� ec-
tive application of community sanctions and 
measures.

4. Recommendation REC (2000) 22 on improv-
ing the implementation of the European rules 
on community sanctions and measures.

All of the above suggested documents give us 
the opportunity to harmonize laws which are to be 
passed and there is a number of potential options 
and situations that have occurred in the countries 
where probation is implemented. Of course, one 
cannot disregard the fact that probation is one of 
the ways of establishing ethical standards within the 
international community.

CONCLUSION

� e probation service in the Republic of Mac-
edonia is a realtively new concept that is yet to be 
implemented. Moreover, the country is currently 
undergoing the process of dra� ing the National 
Strategy and Action Plan at the initiative of the Of-
� ce for sanction enforcement.

Relying on the existing practice, the Criminal 
Law o� ered opportunities for two alternative pun-
ishments: 

 ◆ Probation with protective monitoring; and
 ◆ Community work.

� ey have not been su�  ciently practiced so far. 
According to statistical data in the Republic of Mac-
edonia, there are 80 prisoners per one thousand 
citizens and it would be of great importance for the 
community to introduce probation and controlled 
freedom of perpetrators.
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EU countries implement probation in a di� erent 
manner, as follows: In Holland, probation functions 
as a public service; in Scotland, it is organized by lo-
cal self-governing units; in Italy, it is part of prison 
departments; while in our country, it is yet to be 
introduced as part of social centers, as is the case 
with Croatia. 

Since there is still an ongoing debate regarding 
the need and the way in which probation service 
shall function, I sincerely hope this paper would 
make a contribution to resolving some of the dilem-
mas both among experts and scholars in the Repub-
lic of Macedonia. 
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SLUŽBA PROBACIJE КАО DEO KAZNENO-POPRAVNOG SISTEMA 
U REPUBLICI MAKEDONIJI

Rezime: 
U delu reforme kazneno-pravnog sistema Republike Makedonije predviđena je 
i reforma u sistemu za izvršavanje sankcija. Funkcionalan sistem za izvršavanje 
sankcija u savremenim kazneno-pravnim sistemima podrazumeva kompleksan 
pristup u kojem pored dimenzije kažnjavanja važnu ulogu imaju i dimenzije reso-
cijalizacije i zaštite žrtve. U tom kontekstu ustanovljen je i tzv. sistem probacije.U 
Republici Makedoniji do sada nije postojao sistem probacije ali njegovi elementi 
su sadržani u postojećem zakonskom okviru u materijalnim i u procesnim 
odredbama. Pojedina rešenja prethodnog sustava mogu biti iskorišćena u funk-
ciju uspostavljanja kontinuiteta institucionalnog i funkcionalnog nivoa. Polazna 
tačka uspostavljanja probacije počinje izmenama i dopunama Krivičnog zakona 
iz 2004. godine u kojim su u delu krivične sankcije uvedene alternativne mere: 
uslovna osuda, uslovna osuda sa zaštitnim nadzorom, uslovni prekid krivičnog 
postupka, društveno korisni rad, sudska opomena i kućni zatvor.
Ciljevi probacije pre svega su usmereni prema kreiranju i razvoju sistema redovne 
individualizovane procene počinilaca krivičnih dela, proceni rizika od ponavljanja 
krivičnog dela, identifikovanju objektivnih i subjektivnih razloga za prethodno 
kriminalno delovanje, kao i aktivnom i planski osmisljenom uključivanju u 
zajednicu osobama koji su već odslužile zatvorsku kaznu.

Ključne reči: 
probacija, 
sankcija, 
alternativne mere, 
krivično delo (prekršaj)
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THE PERFORMANCE OF THE SERBIAN HOTEL INDUSTRY
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Abstract: 

The aim of this paper is to determine operating performance of hotel 
companies in Serbia. The analysis was conducted on a sample that included 
approximately 31.35% of the total available hotel capacity in Serbia for the 
period from 2004 to 2011. The sample was designed to be representative of 
the hotel distribution by territory and category. Business performance of 
hotel companies was analyzed using TREVPAR and GOPPAR indicators 
both at the national level, for tourism clusters and the largest Serbian cit-
ies. The results show that hotel companies in Serbia, on average, achieved 
low TREVPAR and GOPPAR values. In 2011, the average TREVPAR of 
companies in Serbia was 28 EUR, and GOPPAR approximately 3.7 EUR. 
The study registered a significant decline in the value of these indicators 
for the period from 2008 to 2011, primarily as a result of the economic 
crisis. Results significantly better than the national average were achieved 
by hotel companies from Belgrade that had a mean TREVPAR value of 
46.2 EUR and GOPPAR value of 8.6 EUR. During the analyzed period, 
the largest increase in the value of the analyzed indicators was registered 
in the city of Kragujevac as a result of significant investments made by 
the car manufacturer “Fiat” and its sub-contractors. These investments 
have led to a significant increase in the number of foreign tourist arriv-
als and consequently to an increase in business performance of hotel 
companies in Kragujevac.

Key words: 
TREVPAR, 
GOPPAR, 
Serbia, 
hotel industry.
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INTRODUCTION

RevPAR (Revenue Per Available Room) is the 
most commonly used indicator for measuring hotel 
performance. It can even be said that there is argu-
ably an industry wide obsession with RevPAR de-
spite recognition of its well established weaknesses 
(Atkinson and Jones, 2008, p. 231).

It is an indicator of � nancial performance and 
represents a ratio of room revenue and the total 
number of available rooms. 

Equation 1: Revenue per available room (RevPAR) 
ratio formula

REVPAR = Average daily room rate (ADR) ∗ Occupancy (%)
or

REVPAR =
Total room revenue

Number of rooms × 365

TREVPAR (Total Revenue Per Available Room) 
is an indicator of business success and represents a 
ratio of total operating revenues and the total num-
ber of available rooms.

(1)



25

Equation 2: Total revenue per available room 
(TREVPAR) ratio formula

TREVPAR =
Total turnover

Number of rooms × 365

TREVPAR is a more comprehensive indicator 
than RevPAR as it takes into account not only the 
room revenue but also other revenues generated by 
a hotel. However, it may be an inappropriate meas-
ure when benchmarking one hotel against another 
as it includes total hotel revenue. Hotels located near 
major tourist destinations are likely to have more 
diverse contents and higher shares of other revenues 
(Čačić, 2010), and thus, this indicator will underes-
timate the hotels whose primary source of revenue 
is accommodation and that are less dependent on 
other income generating operations (Lindt, 2006).

GOPPAR (Gross Operating Pro� t Per Available 
Room) is an indicator of total operating pro� t, i.e. 
the di� erence between operating income and con-
trollable operating expenses:

Equation 3: Gross operating pro� t per available 
room (GOPPAR) ratio formula

GOPPAR =
Gross operating pro� t

Number of rooms × 365

According to Hayes (Hayes and Miller, 2011), 
GOPPAR is as popular with the managers as it is 
with the hotel owners because:

 ◆ all hotel and not just room revenue is mea-
sured,

 ◆ GOPPAR also takes into account operating 
expenses that may be in� uenced by company 
management and for which it may be held 
accountable.

Unlike RevPAR and TREVPAR that consider 
only business income, the value of GOPPAR is in-
� uenced by the ability of managers to generate busi-
ness income, and their ability to control the level of 
operating expenses (Pizam, 2005). � erefore, Rev-
PAR should not exclusively be used to measure the 
success of management performance (Dopson and 
Hayes, 2009). According to Harris and Mongiello 
(2006, p. 100), GOPPAR re� ects the operating pro� t 
potential of a hotel, thus giving a better indication of 
the overall performance.

RESEARCH METHODOLOGY

� e performance of hotel companies in Serbia 
was calculated and analyzed on a de� ned sample 
of 56 hotel companies that operate 73 hotels with 
approximately 6,260 hotel rooms or 31.35% of the 
total hotel capacities in Serbia.

Representative sample calculation was made by 
taking into account the need for a su�  ciently large 
sample size as well as the adequate representation of 
hotels by category and location in Serbia. However, 
several problems were encountered during sam-
pling. � e most signi� cant was that a large number 
of hotels in Serbia operate as part of complex en-
terprises engaged in the activities outside the hotel 
industry. It was not possible to identify data relating 
only to hotel operations on the basis of the com-
pany’s � nancial records, and thus, these hotels could 
not be included in the sample. At the same time, 
the sample could only include companies that were 
continuously in business throughout study period 
as determined by the Serbian Business Registers 
Agency data. During this time period, a signi� cant 
number of hotels was privatized and became a part 
of larger corporations whose consolidated � nancial 
statements did not allow the separation of hotel 
revenue. � erefore, these hotel companies were ex-
cluded from the sample despite their eligibility as 
continuously operating enterprises.

For the purpose of calculating the hotel business 
performance indicators, � nancial statements and 
solvency data from the Serbian Business Registers 
Agency were used. It is necessary to mention that the 
method of presenting data in balance sheets in Ser-
bia di� ers from that of other countries that routinely 
use the above-given indicators to quantify hotel op-
erating performance. In other words, values needed 
to calculate RevPAR are not obvious from the � nan-
cial data provided to the Serbian Business Registers 
Agency. As previously mentioned, although it is 
possible to determine the company’s total operat-
ing revenue, it is not possible to separately identify 
room revenue, thus preventing a precise calculation 
of RevPAR. However, since several companies did 
report this in annexes to their � nancial statements, 
and for some this information was collected through 
interviewing company management, it was possible 
to estimate the value of this indicator. 

TREVPAR and GOPPAR values were calculat-
ed based on the comprehensive hotel � nancial data 
and were reported for the complete sample. Gross 
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Operating Pro� t (GOP) required for GOPPAR was 
calculated as a di� erence between total operating 
revenue and controllable operating expenses. It is 
important to note that in accordance with the in-
ternational accounting standards, GOP calculation 
did not include � nancial and other income and ex-
penditures. Calculation of TREVPAR and GOPPAR 
values was performed for the entire sample, tourism 
clusters as well as for all major cities. 

Tourism improvement is considered to be one of 
Serbia’s development priorities. � e country adopt-
ed the Tourism Development Strategy which aims 
to “achieve the increased competitiveness of Serbian 
tourism, increase foreign exchange earnings, do-
mestic tourist tra�  c, as well as job growth through 
tourism, in order to transform the Republic of Serbia 
into a competitive tourism destination”. It identi� es 
Vojvodina, Belgrade, Western Serbia and Eastern 
Serbia as four major tourism clusters (Službeni glas-
nik Republike Srbije, 2006).

� e average value of TREVPAR and GOPPAR 
was calculated for the hotel companies included in 
the sample and classi� ed by cluster. Amounts were 
originally calculated in Serbian RSD and were later 
on converted into EUR using the average exchange 
rate on the last working day for each year covered 
in the analysis.

RESULTS AND ANALYSIS 

� e calculation and analysis was conducted for 
TREVPAR and GOPPAR indicators for the period 
2004 - 2011. (Figure 1).

Two distinct periods can be identi� ed based on 
TREVPAR values. � e � rst period is from 2004 
to 2007 during which an increase in the value of 
TREVPAR was registered, followed by a subse-
quent decline from 2008 to 2010 and a slight re-
covery in 2011. A similar increasing trend could be 
observed with GOPPAR until 2007, followed by a 
trend of continuous decline. Since these values are 
denominated in EUR, the decline is also partially 
in� uenced by the depreciation of RSD, particularly 
during the period from 2008 to 2011. Even when 
analyzing TREVPAR expressed in RSD, there was 
an obvious decline in these values from 2009 to 
2010, and a subsequent moderate recovery in 2011. 
� is corresponds to the period of signi� cant eco-
nomic downturn which was probably the main 
cause of the observed TREVPAR decline. � e eco-
nomic crisis led to the business volume reduction, 
as well as the reduction of the volume of foreign di-
rect investment and other foreign exchange in� ows 
including the supply of foreign currency and the 
resulting exchange rate depreciation. However, the 
overall decline in the value of these parameters can 
not be attributed solely to external factors, but also 
to the discrepancy between the inability of hotels to 
respond to modern market demands, both in terms 
of quality, and, in some regions quantity.

As the calculation of TREVPAR does not in-
clude spending needed to generate revenue, GOP-
PAR is a better indicator of the company’s earning 
capacity.

When we look at the GOPPAR values, it is clear 
that hotel companies during the study period, on 

Figure 1: TREVPAR and GOPPAR of hotel companies in Serbia for the enti re sample during the period 2004 - 2011.
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average, achieved very modest results. However, we 
need to take into consideration that when calculat-
ing GOPPAR, both depreciation costs and interests 
must be � nanced through GOP. � e average value 
of 3.74 EUR per day per room was o� en not su�  -
cient to cover these expenditures as demonstrated 

by the fact that during this period a large number 
of enterprises registered a total net loss. 

� e results of hotel companies di� er signi� cant-
ly for the tourism clusters in Serbia (Figure 2). As 
expected, the best results were achieved by Belgrade 
hotel companies.

Figure 2: TREVPAR of hotels from diff erent tourism clusters from 2004 to 2011.

During this study period, the highest TREVPAR 
growth was registered in the “Western Serbia” clus-
ter. However, if we look at the TREVPAR values for 
the entire analyzed period, even the lowest registered 
average TREVPAR value in Belgrade was higher 
than any best result achieved by hotel companies in 
any other cluster and at any given time period. In the 
last year of analysis, the average TREVPAR value of 
the hotel companies in “Belgrade” cluster was about 
2 times greater than the average value registered in 
the cluster “Vojvodina”, 2.18 times greater than the 
value in the “Western Serbia” cluster and about 3.5 
times greater than the value in the cluster “Eastern 
Serbia.”

Values calculated for Belgrade hotel companies 
are, to a large extent, a result of their favourable lo-
cation. In 2010, Serbia recorded a total of 1,452,156 
overnight stays of foreign tourists, of which 809,822 
in Belgrade (Statistical O�  ce of the Republic of Ser-
bia, 2011). � e majority of those visits were business 
related, making Belgrade (a business and administra-
tive center of Serbia) a preferred destination. Con-
trary to this, the distribution of overnight stays of 

domestic tourists shows less of a tendency towards 
concentration. In 2010, Belgrade’s share in the total 
number of domestic overnight tourist stays was only 
10.28% (Statistical O�  ce of the Republic of Serbia, 
2011). � ese data demonstrate that foreign travel-
lers primarily contributed to the results achieved by 
Belgrade hotel companies.

Although there are di� erences in the levels of 
measured TREVPAR, there are considerable similar-
ities in trends during the study period. Hotel compa-
nies in all clusters except “Eastern Serbia” registered 
an increase in TREVPAR values from 2004 to 2007, 
followed by a fall and later on a slight recovery in 
2011. Hotel companies in the cluster “Eastern Ser-
bia” recorded the lowest TREVPAR values in 2006, 
followed by a brief recovery until 2008, a� er which 
there was again a drop in values.

Since TREVPAR does not take into account costs 
incurred in order to achieve revenue, it is important 
to include both controllable operating expenses as 
well as to determine how they reacted to changes 
in the registered business income when determining 
the GOPPAR value.
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Based on the data presented in the graph (Figure 
3), it can be observed that the best results measured 
by GOPPAR were achieved by companies from Bel-
grade. It is important to note that hotel companies 
from the “Western Serbia” cluster on average regis-
tered positive GOPPAR values for the � rst time in 
2011. A positive trend in their business can be ob-
served despite di�  cult economic conditions caused 
by the economic crisis. 

It is also important to analyze and compare 
achieved GOPPAR values of companies from dif-
ferent clusters. GOPPAR of companies from the 
Belgrade cluster is 3.5 times greater than the one 
registered in the “Vojvodina” cluster, and about 5.4 
times greater than those in the “Western Serbia” 
cluster. By observing TREVPAR values ranging 

between 2 and 3.5 it is clear that hotel companies 
from the Belgrade cluster were, relatively speak-
ing, able to achieve the same revenue with lower 
controllable operating expenses. Although more 
favourable supply conditions in all Belgrade mar-
kets can partially explain these di� erences, better 
cost control is also likely to be the result of man-
agement performance.

Registered GOPPAR values, particularly in the 
companies outside Belgrade cluster, do not give 
reason for much optimism. GOPPAR values dur-
ing the analyzed period show that companies are 
unlikely to � nance any signi� cant investments from 
operating revenues, and that they will probably 
need to rely on external capital source in order to 
be able to respond to modern market requirements.

Figure 3: GOPPAR of hotels from diff erent tourism clusters in the period 2004-2011. 

Figure 4: GOP margin in tourism clusters from 2004 to 2010.
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Based on the presented data (Figure 4), it can be 
concluded that the highest GOP margin was record-
ed within the Belgrade cluster, but with a notable 
reduction in 2011 compared to previous years. In 
2011, of every 100 RSD of generated operating in-
come within Belgrade cluster, 18.62 RSD was GOP.

TREVPAR and GOPPAR values were calculated 
for the hotel companies located in major Serbian 
cities: Belgrade, Novi Sad, Niš and Kragujevac.

As can be observed in the given graph, it is 
evident that the hotel companies from Belgrade 
achieved signi� cantly better results than hotel com-
panies in Novi Sad, Kragujevac and Niš (Figure 5). 
� e largest increase in TREVPAR was registered in 
Kragujevac owing to the large investments made by 
“Fiat” and its sub-contractors. � e opening of new 
car production facilities has led to the sharp increase 
in the number of foreign visitors to Kragujevac, as 
well as the total number of registered overnight 
stays. According to the 2007 data from the Statistical 
O�  ce and the Tourist Organization of Kragujevac, 
the city registered 20,373 tourist arrivals and 45,103 
overnight stays. � e share of foreign tourists in the 
total number of tourist arrivals was about 37%, and 
around 36% in the number of overnight stays. In 
2011, Kragujevac registered a total of 30,673 tourist 
arrivals and 84,647 overnight stays. Out of the total 
number of tourists, foreign tourists accounted for 
about 45% and 53% of the total number of over-
night stays. In the last 5 years of the analysis, Kragu-
jevac had a 51% increase in the number of tourist 
arrivals and 88% in the number of overnight stays. 
� is increase was particularly important in the area 
of foreign tourist arrivals (84%) and the number of 
their overnight stays (146%). As anticipated, most 
of the foreign tourists were from Italy. Bearing in 
mind that during this period the capacity of hotel 

facilities in Kragujevac remained unchanged, it is 
evident that the increase in the number of tourists 
had a considerable impact on the registered increase 
in TREVPAR and GOPPAR. 

As already pointed out, TREVPAR takes into 
account complete operating revenue including the 
room revenue and other operating income. Unlike 
TREVPAR, RevPAR includes only room revenues 
in its calculation. 

It is usually not possible to identify the room 
revenue in Serbia on the basis of the accounting in-
formation presented in hotel income statements or 
the accompanying notes. In the study sample, this 
information was reported only by several hotels in 
their � nancial statements, while for some it was col-
lected through a management survey. Even though 
the collected information was not su�  cient to make 
general conclusions, it is possible to make certain 
assumptions. For the given study period, the share 
of room revenues in the total operating revenues 
of hotels in Belgrade (based on the available data) 
ranged between 65-70%, with a tendency towards a 
gradual increase. � is share is slightly lower in Niš 
and Kragujevac at about 50%. If these indicators 
of room revenues were applied to the determined 
TREVPAR values, it would be possible to get a rough 
estimate of RevPAR in these cities. 

Figure 5: TREVPAR of hotels in Belgrade, Novi Sad, Kragujevac and Niš from 2004 to 2011.
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Having in mind that the Belgrade cluster had 
an average registered TREVPAR of 46.21 EUR in 
2011, and that a rough estimate of room revenue 
was about 70%, the expected value of RevPAR can 

be calculated to 32 EUR. Similarly, the estimated 
RevPAR values for Kragujevac and Niš cluster for 
the same year were 17 EUR and 5 EUR respec-
tively.

Figure 6: GOPPAR of hotels in Belgrade, Novi Sad, Kragujevac and Niš from 2004 to 2011.

By analyzing the achieved GOPPAR values at the 
end of 2011, it can be concluded that hotel compa-
nies in Kragujevac achieved highest values which 
were comparable to average GOPPAR values re-
corded in Belgrade (Figure 6). � e fact that Kragu-
jevac does not have a large hotel capacity, and the 
disparities between the recorded TREVPAR and 
GOPPAR values in Belgrade and Kragujevac (high-
er TREVPAR in Belgrade vs. higher GOPPAR in 
Kragujevac), speak in favour of the fact that hotel 
companies in Kragujevac had lower operating costs, 
primarily lower labour costs, compared to those in 
Belgrade. 

� erefore, the announcement that the construc-
tion of the � rst branded hotel will begin shortly 
was not surprising, taking into account the results 
achieved in the hospitality market as well as the 
plans of new Fiat’s subcontractors to start produc-
tion in the region.

CONCLUSION

Based on the calculated average TREVPAR and 
GOPPAR values, it can be concluded that the hotel 
companies in Serbia achieved suboptimal business 
results. � e average TREVPAR of hotel companies 
in Serbia in 2011 was 28 EUR, and GOPPAR 3.7 
EUR. � e fact that additional operating costs and 
interests not included in GOP calculations are � -
nanced through GOP indicates that the registered 

TREVPAR and GOPPAR values do not provide 
su�  cient capital required to � nance investments 
needed for continuous adapting to modern market 
demands. Of particular concern is the fact that a 
continuing decline of GOPPAR has been observed 
since 2008. It is evident that the current � nancial 
crisis has greatly a� ected the performance of the 
hotel sector, but it is not the only reason for such 
poor results. Other factors, such as the quality of 
provided hotel products and the ability to comply 
with the needs of modern consumers, also need to 
be taken into consideration. 

With an average TREVPAR value of 46.2 EUR 
and GOPPAR value of 8.6 EUR, hotel companies 
in Belgrade fare signi� cantly better than those in 
other parts of the country. � is is primarily because 
Belgrade is Serbia’s administrative, commercial, and 
tourist centre, which provides hotel companies in 
Belgrade with a more favourable position.

Over the last few years, the greatest upward trend 
in performance indicators has been registered in 
Kragujevac, which recorded the fastest growth of 
TREVPAR and GOPPAR. � is is primarily the re-
sult of investments made by “Fiat” and its subcon-
tractors, which has led to a signi� cant increase in 
the number of foreign tourist arrivals and overnight 
stays in the city. Furthermore, it has directly con-
tributed to the improvement of the business perfor-
mance of hotel companies in the city. 
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PERFORMANSE HOTELSKOG POSLOVANJA U SRBIJI

Rezime: 
Cilj ovog rada jeste da ispita poslovne performanse hotelskih preduzeća u Srbiji. 
Analiza je sprovedena na uzorku koji je obuhvatio oko 31,35% od ukupnog broja 
raspoloživih hotelskih kapaciteta u Srbiji za period od 2004. do 2011. godine. 
Uzorak je napravljen tako da reprezentativno oslikava raspodelu hotela u Srbiji 
prema kategoriji i lokaciji. Poslovne performance hotelskih preduzeća ispitane 
su korišćenjem TREVPAR i GOPPAR indikatora na državnom nivou, u okviru 
turističkih klastera kao i u najvećim gradovima u Srbiji. Rezultati pokazuju da 
hotelska preduzeća u Srbiji, u proseku ostvaruju niske TREVPAR i GOPPAR 
vrednosti. Prosečna TREVPAR vrednost preduzeća u Srbiji u 2011. godini   
iznosila je 28 EUR, a GOPPAR oko 3,7 EUR. Ova studija zabeležila je značajan 
pad u vrednosti ovih pokazatelja za period 2008-2011., što je pre svega posledica 
ekonomske krize. Rezultate znatno iznad državnog proseka ostvarila su hotelska 
preduzeća iz Beograda koja su imala srednju TREVPAR vrednost 46,2 EUR i GOP-
PAR vrednost 8,6 EUR. Tokom perioda obuhvaćenog analizom, najveći porast u 
vrednosti ispitanih indikatora zabeležen je u Kragujevcu kao posledica značajnih 
ulaganja od strane proizvođača automobila “Fiat” i njegovih podizvođača.Ova 
ulaganja dovela su do znatnog porasta u broju dolazaka stranih turista, a samim 
tim i do povećanja poslovnih performansi hotelskih preduzeća u Kragujevcu.

Ključne reči: 
TREVPAR, 
GOPPAR, 
Srbija, 
hotelska industrija.
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STRUCTURAL-DIMENSIONAL 
CONCEPT OF TOURISM SERVICE QUALITY
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Abstract: 

The difficulties of delivering a consistently satisfactory quality of tourism 
services emerge as a result of the discrepancies between the productive 
structures and corresponding dimensional features of delivering values   
during their cycle of consumption. Organizational enterprise system is 
the primary responsible for the above mentioned phenomenon, and it 
consists of production (working) units and departments in charge of 
quality management as well as control and monitoring of the production 
processes, that is, the flow of delivery. This paper discusses the current 
models of structural complexity, dimensional observations of quality as 
well as the phases of user participation throughout the life cycle of tour-
ism services. The possibility of identifying several typical levels in the 
complex tourism product provides the groundwork for a more meaningful 
comparison between “projected and actual quality”, as well as achieving 
greater organizational performances in the domain of   market-delivered 
value of the resulting service. The main objective of this paper is to provide 
a theoretical basis for the implementation of deeper organizational and 
functional analysis models and continuous monitoring of the achieved 
quality. The effects of such systematic approach would be manifested to 
the ultimate degree of fulfillment of expectations and the overall customer 
or user satisfaction with tourism service.

Key words: 

tourism services, 
structural concept, 
dimensional models, 
quality.
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INTRODUCTION

Under the current circumstances, the achieve-
ment of the expected market quality of services, 
building of market image, creation of a potential 
service brand, marketing performance and strate-
gic positioning among competitors based on self-or 
corporate-integrating market share – has become a 
very di�  cult and systematic task. � is particularly 
applies to the aspect of the � nally realized or result-
ing (i.e. � nal) quality, which stems from a thorough-
ly planned, organized, coordinated and supervised 
process of market value creation. It simply requires 
almost irreproachable functionality of the complete 

production process and highly professional respon-
sibility of the involved organizational sta� .

� e services represent the core of economic ac-
tivity in any society. � e service sector already ac-
counts for 60-70% of GDP in most of the developed 
countries, and thus signi� cantly exceeds factory pro-
duction and agriculture. Such a high percentage is 
transferred to a global level, as it were, the developed 
market economies of today are actually “service eco-
nomic systems” - with signi� cant participation by 
the service sector (Popesku, 2009).

A modern market in which travel agents are 
� ghting for their share in the market is character-
ized by maturity, which is manifested in a growing 
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demand for the so-called authentic tourist services. 
In order to achieve that, the above mentioned sub-
jects should be directed towards strategies based on 
experience in which the common authenticity   and 
delivery of the value rich tourism services is per-
ceived as real and grounded psychological and emo-
tional categories (Cooper and Hall, 2008).

Faced with more intensive growth and spatial 
expansion of tourism activities, the service organi-
zations were sent to a more sophisticated, more user 
educated and more demanding market segments. 
� eir philosophy of life imbued with the expressed 
desire for individuality and growing needs of the 
speci� city of service, coupled with the ideological, 
socio-economic and cultural tradition leads to the 
complexity of the process of delivery of the expected 
market value (Čerović, 2009).

As for the above given reasons and in order to 
improve the e�  ciency of market operations, man-
agement services and departments of service com-
panies resort to various approaches (i.e. accesses) to 
the issues of generated or achieved quality of travel 
service, using the settings of contrived manage-
ment production systems, distribution and deliv-
ery (Zeithaml and Bitner, 2003). Most of these ap-
proaches are based on determining the correlation 
and causality of factors of production and delivery, 
detection and removal of the defects of manufactur-
ing-service process (both the internal and external 
organizational resources) and establishing the mod-
els for qualitative and/or quantitative measurement 
and analysis of tourism service quality. 

� e process of providing services based on the 
strategic planning and marketing-promotional activ-
ities of service entities hides a whole host of organiza-
tional decisions, solutions and standardized proceed-
ings associated with the elements of organizational 
functionality and creating a unique organizational 
culture (Segal-Horn, 1993). Due to its complexity and 
di�  culties related to the ability to accurately perform 
monitoring and internal recording when it comes to 
the quality of market placements (of external), ser-
vice value has not yet established a reliable criterion 
that would enable comparison between the e� ects or 
omissions in various stages of production and those 
in the appropriate stages of the delivering part of the 
process. 

� erefore, it may rightly ask: “Is it, and how is it 
possible to indirectly connect the process of mak-
ing the appropriate quality of tourism service to the 
process of delivery of the same, having perceived it 

in terms of failure made in the production cycle and 
accomplished placement on the tourism services 
market?”. � is question corresponds to the essen-
tial research issues, and also represents the subject 
of this work. 

In order to successfully establish a quality sys-
tem and maintain the desired level of production 
e�  ciency, it is necessary to more precisely align its 
structural components (starting from the lowest or-
ganizational and business unit), constantly enrich 
the process of production and delivery with the 
modern technology and achievements, and even be 
possible to stay “step ahead” compared to the cur-
rent market competition. 

� e aim of this paper is to highlight the impor-
tance of systematic analysis and establish monitor-
ing of emerging quality in meeting the organization-
al standards connected with the intense „� oating“ 
and “transforming” user requirements. While the 
task of the paper is to point to some of the structur-
al and dimensional models that provide a clear in-
sights into the complexity of a productional-service 
cycle and functioning of delivery system, and thus, 
reveal potential disadvantages of tourist service.

STRUCTURAL FEATURES OF QUALITY 

� e comparison of the structural features of 
quality raises the concept of the interconnection 
of products and services into a single system in 
terms of the processes of creation and placement 
of the total market value. � ereby, a new creation 
that combines both terms is generated by implying 
the introduction of a new term of consistent tourist 
product, which is the “tourist product”.

� e individual components of the tourism prod-
uct have a tangible character and represent the basis 
or “foundation”of its structure. However, an authen-
tic tourism product arises only in the presence of 
customers or users/visitors at the time of delivery, 
i.e. consumption of its intangible component, or 
“services”(Kosar and Rašeta, 2005).

Service components can represent a smaller or 
larger part of the total o� er of tourism products. In 
this sense, it is possible to distinguish � ve categories 
of service mix o� ers which include the following: 
pure tangible products, tangible products with ac-
companying services, hybrid, major products with 
accompanying minor products or services and pure 
services (Kotler and Keller, 2012).
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� e complex structure of the tourism product is 
presented using the example of the improved model 
or the so-called “Five level model” (Kotler and Kel-
ler, 2012), which includes the following:

1. Basic/essential elements or “core products”: 
the expected basic bene� ts for the consum-
er, the design of physical characteristics;

2. Formal elements or “formal/tangible prod-
ucts”: organizational concepts, compliance, 
standard levels of brand quality;

3. Extended elements or “improved/increased 
products”: additional service facilities, loca-
tion, services, behavior styles;

4. Speci� c elements or “extra product/constel-
lation of values”: recognition of the service 
brand/image, special “deluxe” bene� ts, and

5. Anticipating elements or “potential prod-
ucts”: values  embedded on the basis of the 
user’s perception measurements, the vision 
of a future market brand.

Tourism services o� en involve the complete ab-
sence of tangible products, and if they are included, 
it is primarily important to understand the basic 
customer needs that are satis� ed upon the very act 
of purchase (Zeitham and Bitner, 2003).

Apart from the tangible and intangible elements 
(„hard“ and „so� “ elements) the structure of the 
quality of tourism services depends on the following 
elements of the environmental and socio-cultural 
environment: resource utilization, environmental 
preservation, cultural impact, sustainability (Mül-
ler, 2000).

It is a necessary precondition for the establish-
ment and improvement of production and deliver-
ing process regarding the organizational business 
assets. � ey are classi� ed into two main groups ac-
cording to their essential features: working capital 
and � xed capital.

� e � xed capital assets enter the reproduction 
process and come out of it as a whole, in an un-
modi� ed form. Although they appear in the form 
of cash and in the form of certain rights and claims, 
their decisive form are material things (which is 
why they are, observed by the time, always gradu-
ally consumed). � is value-transformation is also 
being transferred over time to the quality of deliv-
ered services. It represents the functional weakness 
of the service organization, but also a real threat to 
the users perception (Kosar, 2002).

On the other hand, it is typical of working capital 
assets to be spent during one reproductive (i.e. cur-
rent) cycle by single use within the manufacturing-
service process, thus changing their initial form and 
transferring their overall value to the new tourist 
product (service). � e schemes of reproductive cy-
cles in the case of working capital and � xed assets 
of service can be simpli� ed by the following illustra-
tion (see Figure 1).

� e concept of quality has multiple meanings. 
For the user, the quality of tourism services is what 
he buys from the organization and has the right 
value that he received for the money he gave. � is 
is called market (external) approach of customer-
oriented de� nition. � e second approach de� nes 
quality as the degree of compliance with the inter-

Figure 1. The preview of reproducti ve cycle of fi xed and working capital assets
Adapted from the text: Kosar (2002, pp. 216-217)
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nal speci� cations, pointing mainly to the technical 
characteristics of the product. � is is the so called 
manufactural (internal) approach to de� ning qual-
ity (Heleta, 2008).

� e manufacturing dimension of reproduction 
process allows an interpretation in line with the 
classical economic determination, while the ser-
vice dimension of reproduction process points to 
the absence of classical economic function, since it 
lacks the material product of service as a result of 
manufacturing-service process (Kosar, 2002). 

However, the new approach sets the user of travel 
services to the forefront. According to it, the quality 
of service presents the degree of ful� llment of the 
following: requirements, expressed needs and expec-
tations. Consequently, the user is the one who actu-
ally de� nes and con� rms the service quality level. 
Since quality today means primarily the value for the 
customer, the only valid assessment 
of quality is the personal opinion of 
the service user (Seghezzi, 1992).

DIMENSIONS OF TOURISM 
SERVICE QUALITY

� e basic distinction made in re-
lation to the dimensions of service 
quality is the one between techni-
cal and functional quality. Techni-
cal quality places an emphasis on 
the results of the service process 
by posing the following question: 
WHAT does the customer receive 
as a � nal delivery?; while the func-
tional quality explains the service 
delivery system by answering the 
question: HOW does a customer 
receive, use and experience tourism 
services? In other words, technical 
quality refers to what is available 
to the client upon completion of 
the interaction between the user - 
supplier/employee, while the func-
tional quality is the service delivery 
process. In addition to this, there is 
a third dimension of quality as the 
social (ethical) quality. � is dimen-
sion refers to the quality of custom-
er trust, and cannot be evaluated 
before, as well as a� er the provision 
of services (Ćosić, 2007).

� e service organizations must endeavor to take 
steps that will make the service more „tangible“ to 
potential customers, which can be re� ected through 
promotional activities and materials as well as other 
details related to the service company, thereby also 
suggesting the model of market business. In this 
way, it creates the picture (i.e. image) of service 
organization, or the manner in which a person or 
group of users is experiencing it (Kotler et al., 2010).

� e model of service quality, with the use of 
technical and functional dimensions, and the ex-
planation of how they a� ect image building, as well 
as the total perceived quality of services provided 
by users/consumers, i.e. the di� erence between the 
expected and perceived service can also be used to 
explain what is called the “missing service quality 
concept” (Figure 2):

Figure 2. The integrated management model of service quality and custo-
mer sati sfacti on
Adapted from: Grönroos (1982, p. 79); Dreyer and Dehner (2003, p. 22); 
Witt  and Mouti nho (1995, pp. 207-213)
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A constructed model of service, along with 
the two dimensions of quality (tangible/“tech“ or 
intangible/“touch“) also identi� es three main phas-
es in the process of providing or using services, i.e. 
consumption cycle, including the following (Meyer 
and Westerbarkey, 1991):

1. Phase I → the “core-consumption” of service 
(quality of potentials);

- of provider - potential of the speci� ca-
tions and contacts,

- of consumers - potential of the integra-
tion and interactivity,

2. Phase II → the “consumption of the service” 
(process quality) - behavior in the process, 
and

3. Phase III → the “post-consumption of ser-
vices” (quality of results) – the processual 
end result.

� e process of converting the intangible into 
tangible can be viewed in the context that distin-
guishes two major groups of elements of tourism 
services (Table 1):

TOURIST SERVICES

Intangible elements
(„soft  elements“)

Tangible elements
(„hard elements“)

 ◆ the relati onship 
between providers / 
producers and users 
(customers)

 ◆ reliability of staff /
mentality

 ◆ personal att enti on 
to the user/
commitment

 ◆ courtesy/
friendliness of staff 

 ◆ service informati on

 ◆ corporate image of 
the company

 ◆ corporate logo

 ◆ marketi ng acti viti es

 ◆ service atmosphere 
/ interior and 
exterior service 
facility 

 ◆ service equipment

Table 1. The elements of tourist service
Adapted from the text: Ćosić (2007, pp. 20-21)

It is evident that intangible elements of services 
mainly relate to the internal characteristics of or-
ganizational operations (human factor), while tan-
gible elements mainly relate to external attributes 
of service organization and manifest through its 
impact on the environment and the impressions of 
visitors or users.

The providers of tourism services can perform 
service delivery in three ways: through sta� , physi-
cal environment and service process (Segal-Horn, 
1993). One of the most important ways in which 
service organization can di� erentiate itself from the 
competition is through constant delivery of higher 
quality, for instance, through providing more skilled 
and more reliable sta�  together with superbly de-
signed serving ambience and superior delivery pro-
cess.

SERVICE QUALITY IMPROVEMENT ON 

A CUSTOM BASIS

� e users/customers are the “input” resources for 
the majority of tourism companies and therefore it 
is very important to understand their expectations 
in terms of the activities undertaken in the area of   
creating quality market services. If it turns out that 
the company services are designed in such a man-
ner to meet or even exceed expectations, customer 
satisfaction can easily develop into a further form of 
marketing through recommendations, or the state 
of “post-purchase intentions”, which is of great im-
portance for creating “customer images” for the con-
sumed services quality (Dreyer and Dehner, 2003).

Heavy users who are looking for very speci� c and 
sophisticated services, are putting pressure on tour-
ism businesses / organizations to create modern, in-
novative services. � e response to these challenges 
o� en results in the improvement of the existing 
services, creating necessary conditions for competi-
tive advantage (both at national and international 
level). � erefore, demanding users who encour-
age progress within the organization and creation 
of the existing services facilitate the delivery of the 
new market values, which further a� ect the realized 
quality (Johnston and Clark, 2001).

� e di� erentiated elements of total services are 
evaluated on the basis of objective and subjective 
methods. While an objective measurement is based 
on technical standards, the subjective measurements 
rely on customer expectations and their perception 
of service (Ćosić, 2007).

Despite the principles of interactive marketing, 
by which experienced service largely depends on the 
quality of interaction between users and suppliers in 
the delivery of services, the problems that directly 
a� ect the client show up in a service organization. In 
order to accurately analyse this connection, that is, 
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interaction between the factors of service processes 
and clients / as well as clients among themselves, a 
functional model of service system has been devel-

oped (System of Servuction). � is model also indi-
cates some of the main features of tourism services 
(see Figure 3).

Figure 3. The model of functi onal system of tourist service
Adapted from: Lageard et al. (1981, p. 134)

� e model illustrates the inseparability of em-
ployees and customers from the service delivery 
system. Namely, they are completely equal service 
process factors. � e arrow from client A to the con-
tact personnel shows that contact sta�  will have a 
direct e� ect on satisfaction / perception of client A. 
� is could be positive if the employee performs his 
duty well, or negative, if the employee works poorly. 
Regardless of the estimated perception value, it is as 
such directly transferred from the client A to other 
clients. In this way, client B already develops proper 
prejudices and attitudes concerning the quality. � is 
can certainly make it more di�  cult and endanger 
the future communication and relationships with 
employees in service companies. Generally, this 
model shows the functional complexity of the de-
livery system of tourist services in a very simpli� ed 
and precise way.

Pleasure/satisfaction is the result of an assessment 
(whether positive, neutral or negative) and assess-
ment by user consumed services based on a compari-
son of their perceptions with their service expecta-
tions. Regarding that, three components should be 
distinguished when assessing the level of satisfaction: 
the so-called “need service” (expectations), the so-
called “is service” (perception/experience) and the 
“need-is” comparison. In other words, the basic par-
adigm of establishing relationships with customers 
is the response of a tourist company concerning the 
situation or the event through which it is con� rmed 
or not-con� rmed whether there is a non-ful� llment 
and violation of expectations on which the degree of 
satisfaction directly depends (Ćosić, 2007).

� e dominating factors which in� uence the out-
come of user satisfaction, depending on the phase of 
service design, are shown in table (Table 2):

No. PHASE NAME FACTORS OF SATISFACTION

I Fore-consumpti on
 ◆ mindset of the user
 ◆ previous experience with the service
 ◆ individual informati on about the service

II Consumpti on
 ◆ subjecti ve impressions (reviews) of users
 ◆ focus on quality

III Post-consumpti on
 ◆ focus on new experience and observati ons 

(percepti ons)

Table 2. Factors of sati sfacti on of tuorist service users by phases of the service process 

Adapted from the text: Ćosić (2007, p. 109)
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From the management perspective, the adapt-
ing forms of facilities and services of tourist compa-
nies require the business operations relating to the 
preparation and maintenance of the entire utility 
program. � is provides a continuity of supervision 
over the market-supplied quality. In this respect, the 
successful preparation and maintenance of services, 
and therefore, the pro� tability of the whole business, 
is mainly determined by the following groups of ele-
ments and their relationships (Čačić, 2010):

1. User (guest) must be the starting and ending 
point of every business operation of tourism 
service company;

2.  � e hotel is a „second home“ for the user 
where he expects to receive security of ha-
vens, pleasant and relaxed atmosphere, or-
derliness, warmth and other bene� ts;

3. Developing psychological / emotional-eco-
nomic relations between the service compa-
ny and its clients (subject should be appro-
priately built and equipped); and

4. Maintaining the service quality level.
Delivering a superior service value on a continu-

ous basis to targeted users requires the evaluation 
of ability by relevant value makers   and identifying 
factors that a� ect it. � e starting assumption of 
the model is the enlargement of value for the cus-
tomer as the most important condition for sustain-
able competitive advantage (Williams and Buswell, 
2005). Delivering a superior service value in mod-
ern business conditions depends on few resources, 
i.e. service production means, and the ability of the 
organization to ensure their e�  cient and e� ective 
implementation (Stanković and Đukić, 2009). � is 
application can be controlled with the use of models 
for the analysis and monitoring of production and 
the delivery service cycle.

� e prediction and control of services provided, 
their scope and quality, are hampered primarily due 
to the intangibility of services, necessity of the user 
to be present at the place of service creation and in-
consistency of employee behavior towards the user. 
It is also very di�  cult to establish quality standards 
in the labor-intensive personal services (“one-to-
one services”), while it is much easier to control the 
quality in the services based on the dominant use of 
the equipment and techniques (“equipment base ser-
vices”) because of the presence of tangible, material 
elements in production and delivery (Ćosić, 2007).

� e construction and improvement of quality 
leads to a vision of the future, which is   included in 

the strategic objectives of the service organization 
(Williams and Buswell, 2005). Regardless of which 
management system is associated with the qual-
ity rules implemented by the service organization, 
consideration is made only when there is a need to 
monitor the delivery of services and consider the 
consumer opinion in regard to the quality.

CONCLUSIONS

� e importance of determining the appropri-
ate level and dimension of the quality of tourism 
services is re� ected in the creation of the basic pre-
conditions for establishing strategic and e� ective 
marketing systems that are consistent with the pos-
sibilities of meeting and surpassing the needs of the 
users, while the achieved quality would be the only 
criterion, i.e. valid indicator of adaptation and mar-
ket penetrating power of service companies. 

� e consistency and persistence in the imple-
mentation of organizational principles, and the ap-
plication of corporate de� ned techniques and inte-
grated management systems in achieving the quality 
(based on the user expectations according to the es-
tablished levels and dimensions of the emerging ser-
vice value) - together provide a continuity of exist-
ence, secure prosperity and potential a�  rmation of 
the � nally achieved marketing placement (i.e. tour-
ism services). � e above stated con� rms the useful-
ness of the given systematic approach, designed and 
implemented with the aim to improve management 
quality systems.

� erefore, there is a possibility of � nding ef-
fective solutions to the problem presented in this 
paper related to the distribution of tourist services 
of coordinated and internally veri� ed quality. � is 
can be concluded by con� rming the main research 
hypotheses (derived from the appointed introduc-
tory question), as follows: the process of creating 
the resulting values by reviewing the basic dimen-
sions and e�  ciency of the production system can 
be directly related to the system of delivery of an 
appropriate tourism service and thus indicate its 
functional condition and maintenance of quality.

By using the data obtained from the structural 
analysis (i.e. integrated assessment) of production 
and delivery systems, a more meaningful organi-
zational information base is formed, from which 
achieves an e� ect of upli�  the ability of internal 
quality assurance and improvement of the organiza-
tional structure by establishing a stronger and more 
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stable relationship between the factors of the service 
process, which further contributes to the perceived 
level of quality of tourism service, and leads to high-
er user satisfaction.
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STRUKTURNO-DIMENZIONALNI KONCEPT KVALITETA TURISTIČKIH USLUGA

Rezime: 
Teškoće isporučivanja konstantno zadovoljavajućeg kvaliteta turističke usluge 
nastaju kao posledica neusaglašenosti između proizvodnih struktura i odgovarajućih 
dimenzionih odlika isporučujućih vrednosti tokom konzumnog ciklusa. Za na-
vedenu pojavu odgovoran je pre svega organizacioni sistem preduzeća, sačinjen 
od proizvodnih (radnih) jedinica i službi zaduženih za upravljanje kvalitetom, 
kao i kontrolu i nadgledanje procesa proizvodnje, odnosno toka isporuke. Ovaj 
rad razmatra aktuelne modele strukturne kompleksnosti, dimenzionog sagle-
davanja kvaliteta, kao i faze učešća korisnika tokom životnog ciklusa turističke 
usluge. Mogućnost izdvajanja nekoliko karakterističnih nivoa složenog turističkog 
produkta obezbeđuje uporište za sadržajnije poređenje na relaciji „projektovani i 
ostvareni kvalitet“ i postizanje većih organizacionih performansi u domenu tržišno 
isporučene vrednosti rezultujuće usluge. Glavni cilj rada je pružiti teorijsku osnovu 
za primenu dubljih organizaciono-funkcionalnih modela analize i kontinuirano 
praćenje postignutog kvaliteta. Efekat ovakvog sistemskog pristupa manifestovao 
bi se na konačni stepen ispunjavanja očekivanja i ukupno zadovoljsvo potrošača 
(ili korisnika) turističkom uslugom.

Ključne reči: 

turističke usluge,
strukturni koncept, 
dimenzionalni modeli, 
kvalitet.
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PROPOSAL FOR SERBIAN TOURISM 
DESTINATIONS MARKETING CAMPAIGN
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Abstract: 

Serbia is geographically located in Europe, which is why it faces stiff 
competition from other European destinations, but also from other des-
tinations worldwide. In order to understand contemporary competitive 
environment, major trends have been identified at the global, regional 
and local level. The data from the analysis of Serbian summer season 
tourism market were used to create tourist profiles for 4 supply side 
regions (Domestic-Serbia; Western Balkans-Slovenia, Croatia, Bosnia, 
Montenegro, Kosovo and Macedonia; Central-Eastern Europe-Austria, 
Czech Republic, Slovakia, Poland, Hungary, Romania; Western Europe 
and the rest of the world), for 5 major Serbian destinations (Belgrade, 
Novi Sad, Niš, Zlatibor, Kopaonik) and for 7 types of tourists according 
to their core motivation for travelling (pleasure, fun & entertainment, 
nature, culture, sport & adventure, health, and business). Based on the 
given tourist profiles, separate marketing campaign scenarios were cre-
ated for each of the market segments.

Key words: 

tourism marketing campaign, 
tourist profiles, 
destination marketing, 
market research, 
market segmentation.
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INTRODUCTION

Europe, as a destination, continues to play a 
dominant role in global tourism. However, the 
growth of European destinations is lower than in 
developing countries (Unković, 2011). � e average 
annual growth, on a global level, is projected to be 
4%, while in Europe it is expected to be around 
2.6% (World Tourism Organization, 2011). On the 
other hand, tourist arrivals in Serbia were expected 
to grow at an annual growth rate of approximately 
25% during the period 2006-2015, according to 
the National Strategy for Tourism Development 
(Službeni glasnik Republike Srbije, 2006). In the pe-
riod 2005-2011, the growth in arrivals was around 
0.07% per annum (Republički zavod za statistiku 
Republike Srbije, 2013).

Major Serbian tourism destinations and 
European market

An important aspect of tourism destination mar-
keting is the awareness of the neighboring desti-
nations, since e� ective cross-border cooperation 
can be mutually bene� cial. Stojkov and Nikolov 
emphasize the importance of cultural tourism in 
cross-border cooperation in the Balkans. � e bor-
ders o� en changed in the past which has resulted 
in a rich mosaic of various potential cultural prod-
ucts (Stojkov and Nikolov, 2011). � e formation of 
regional Destination Management Organizations 
(DMOs) is a prerequisite for the whole destination 
to be successful. � e two strongest regional des-
tination management organizations in Serbia are 
Western Serbia and Vojvodina. Western Serbia, 
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including Zlatibor as the strongest Serbian destina-
tion, focuses on the creation of active holidays. As 
Plavša et al. notice, modern explorer-tourists seek 
active holiday. Zlatibor has a variety of natural re-
sources, which can be developed into an interest-
ing active holiday destination. (Plavša, Romelić and 
Vuksanović, 2009). Research conducted by Mulec 
concluded that Vojvodina is not an internationally 
recognizable destination. However, it plans to raise 
its pro� le on the international market through active 
marketing activities (Mulec, 2011).

� e main competitors in the Serbian mountain 
tourism market are: Zlatibor and Western Serbia 
region, Kopaonik, and Stara Planina as a new des-
tination. Kopaonik struggles to keep up with the 
competitors in the o� -season. Bojović and Plavša 
report that there are around 7000 beds, and that the 
occupancy rate is about 16% throughout year. � e 
main problem is the lack of activities, especially dur-
ing the o� -season. � e possible solution proposed 
by the authors is networking with following spas 
located near Kopaonik: Vrnjačka Banja, Mataruška 
Banja, Bogutovačka Banja, Novopazarska Banja and 
Sijarinska Banja (Bojović and Plavša, 2011). � is 
is consistent with the � ndings of Boga and Weier-
mair, who identi� ed, on a large sample, (N=1607) 
a coherent value structure of health services o� er 
in Alpine destinations. � eir � ndings indicate that 
the health o� er can be integrated into the broader 
concept of brand personality (Boga and Weiermair, 
2011). Laesserer’s insights from the Swiss health 
market show that major health travel activities in-
clude the following: relaxation, medium-warm wa-
ter sports, as well as challenging sports activities. 
Health is also associated with mental regeneration. 
� e age group dominating the health tourism mar-
ket is baby-boomers, born between 1946 and 1964.
� e health tourism facilities need to adjust the o� er, 
place accent on the relaxation, beauty, wellness ac-
tivities along with the occasional stimulating sport 
activities: hiking, biking and gol� ng (Laesser, 2011). 
Similarly, Mojić identi� ed the importance of sport 
activities in Niška Banja, the famous spa located near 
the city of Niš � e author conducted a complex mul-
tifactor assessment of resources in this spa, and con-
cluded that its highest priority is the construction of 
the recreation center “Lozni Kamen”. � e construc-
tion of that center would expand sports activities of-
fer in Niška Banja (Mojić, 2011). Contrary to these 
� ndings stands the analysis of the Finish market, 
conducted by Konu. � e author identi� ed the fol-
lowing 5 most popular health tourist activities: going 

to sauna, sleeping, taking a massage, going for walks 
and eating healthy food (Konu, 2010). � e di� erence 
in � ndings is probably due to considerably di� er-
ent climate in Finland compared to Switzerland or 
Serbia. Regardless of the activities, Voigt et al. iden-
ti� ed the primary motivators of wellness tourists in 
Australia: transcendence, physical health and ap-
pearance, escape and relaxation (Voigt, Brown and 
Howat, 2011).

Belgrade, as a tourism destination, is not com-
petitive in terms of walking tours around the city 
compared to other major Serbian destinations. As 
Maksin noticed, natural heritage is not su�  ciently 
included in the tourist o� er of Belgrade, due to the 
undeveloped infrastructure around green areas. An 
important element in the city tourism o� er are open 
spaces, because they act as a facilitator and integrate 
the tourism o� er in all big cities around the world. 
Open areas enhance urban identity and landscape 
in the modern city (Maksin, 2011). Economic ac-
tivities in Belgrade have in many areas degraded the 
environment. � e most notable example is Belgrade 
harbor freight transport that goes through the cent-
er, along the Sava River. Ćirić noticed that tourists 
avoid destinations with polluted environment (Ćirić, 
2011). � e major challenges that tourism industry 
faces, identi� ed by UN Environment Programme 
include the following: green house gases emissions 
and energy, water consumption, waste management, 
biological diversity endangerment, e� ective cultural 
heritage management (United Nations Environment 
Programme, 2011). Traditional economic theory is 
moving from creating wealth as an end-goal towards 
modern holistic economic approach that takes into 
account human and environmental needs (World 
Tourism Organization, 2011). � e UNWTO Hand-
book on Tourism Product Development presents the 
case of Guggenheim Museum Bilbao as an illustra-
tion of successful revitalization of post-industrial 
city, which can serve as a good example for Belgrade 
tourism development. Guggenheim Bilbao achieved 
dramatic e� ects in the local community, for a project 
worth 100 million US dollars. It was a part of the 
Bilbao Metropolitan Revitalization Plan aimed at re-
developing the city and diversifying local economy. 
� e city changed in the sense that parks, cycle lanes 
and riverside cafes replaced the post-industrial en-
vironment. � e museum hosts around million visi-
tors a year and construction costs were covered three 
years following the day of the construction (World 
Tourism Organization and European Travel Com-
mission, 2011).
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Serbian tourism can bene� t from creating Tito’s 
tourism products since there are two important 
landmarks from Tito’s life on the Serbian territory: 
� e Republic of Užice (the � rst Nazi-free territory 
during WWII, and nucleus of the communist state), 
and Tito’s grave in Belgrade (� e House of Flow-
ers). Cultural products focusing on the communist 
era with Tito as the most recognizable brand can 
be marketed to the global markets. � e potentials 
of important landmarks from Tito’s personal his-
tory and communist party history are not managed 
properly. Apart from the historical facts, there is a 
number of legends which give communist brands 
strong word-of-mouth promotion (Ivanović and 
Milićević, 2009). Balažič also agrees that the mem-
ory of communism is still alive in Slovenia and it 
is a popular theme in every day chit -chats and re-
� ections in bars and cafes. Communism is still alive 
in Slovenia through singing of the partisan songs, 
continuation of several decades old memorial cel-
ebrations, large signs with Tito’s name put on the 
hillsides (similar to the famous Hollywood sign), 
and opening of the bars with Tito’s theme (Balažič, 
2011). All sources agree on the fact that Tito is the 
most recognizable brand from the communist era, 
and that the communist legacy is still present in 
many facets of the everyday life.

� e Danube is undoubtedly the most important 
tourist resource in Serbia, connecting it with other 
10 European countries-destinations. Tourism De-
velopment Strategy of the Republic of Serbia rec-
ognized the importance of the Danube in two seg-
ments: 1. Locations along the Danube shores are 
designated for future investments, 2. � e Danube 
gives Serbian destinations international recogni-
tion, and hence the slogan for promoting Serbia is: 
“Where Danube meets Balkans” (Službeni glasnik 
Republike Srbije, 2006). One of the projects realized 
as part of the Tourism Development Strategy of the 
Republic of Serbia is bicycle route through Serbia. 
It is part of EuroVelo route 6, which is 3,653 km 
long, and goes from the Atlantic Ocean to the Black 
Sea (Eurovelo 6, 2013). By indicating the impor-
tance of this route for Serbian tourism, Matijašević 
states that there were 5,722 foreign cycle tourists in 
the checkpoint Lepenski Vir, during the year 2009. 
� ey come from Germany, Austria and France and 
are mostly pensioners and students. Tour operators 
from Germany, Austria and Holland started o� er-
ing this route in 2008. By 2009, this product became 
well established on the European tourism market 
(Matijašević, 2009).

Štetić and Šimičević found that around 43% of 
the population in Serbia lives in rural areas, on the 
territory that covers around 90% of the whole coun-
try. � is area contains 1300 protected natural ob-
jects and is very rich in � ora and fauna (Štetić and 
Šimičević, 2008). � e EUROBAROMETER research 
results from1997 indicate that the smaller countries 
in Central Eastern Europe have a tendency of be-
ing visited mostly for cultural reasons. On the other 
hand, those with more diversi� ed tourism product 
portfolio attract rural and beach tourism (World 
Tourism Organization and European Travel Com-
mission, 2005). Rural tourism is suitable for diver-
si� cation of rural economies (Zrilić, 2011). It is a 
tool used by the countries to achieve di� erent goals 
through tourism: economic sustainability, socio-
cultural sustainability, and environmental sustain-
ability. Many countries in this part of the world are 
competing in the rural tourism market: Romania, 
Bulgaria, Hungary, Czech Republic, Slovakia, and 
Slovenia (UN Joint Programme “Sustainable Tour-
ism for Rural Development”, 2011). Kosovo does 
not have the strategy of rural development, but is 
in contrast using bottom-up approach. Novo Brdo 
(Kosovo) developed the � rst strategy of rural de-
velopment, as the destination with considerable 
potential in the rural tourism market (Municipal 
assembly of Novobërdë, 2008). As Vasilevska no-
tices, important issues in the strategies of rural de-
velopment are that they are long-lasting and have a 
system approach. Also, they are very rarely success-
ful in the areas with negative demographic trends. 
Rural tourism facilitates social and cultural develop-
ment, at the same time preserving traditional cra� s, 
food, and spaces (Vasilevska, 2010). � e conserva-
tion of architecture is an activity that bears in mind 
two criteria: artistic value and ethnological value 
(Vasilevska, 2011). Research conducted by Medica 
et al. reported that the preservation of traditional 
architecture at farms in Istria (Croatia) gave con-
siderable results and had an overall positive in� u-
ence on the tourism o� er (Medica, Ružić and Ružić, 
2010). Alternative forms of tourism are entering 
the mainstream tourism market, but are not likely 
to become the leading segments of the market. As 
López-Guzmán et al. found on the case of commu-
nity tourism in El Salvador, the local communities 
lack the resources to produce high-quality tourism 
products. However, it also indicates that there are 
alternatives to destination development, and there 
is no single solution for all destinations (López-
Guzmán, Sánchez-Cañizares and Pavón, 2011).
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Events as an important part of Serbian tourism

Events range from small-scale events to large 
ones, and can encompass sport, music, culture, busi-
ness, science, etc. Stamenković et al.conducted re-
search on one of the most famous Serbian music fes-
tival brands: the traditional trumpet festival in Guča. 
� ey found that in assessing the Guča as Serbian 
brand, younger interviewers up to 20 years old, gave 
statistically signi� cantly lower marks than any other 
group. � is is probably the market segment where 
other music brands, such as Exit in Novi Sad, with 
popular music are better positioned (Stamenković 
et al., 2013). Guča is a fairly strong brand as a mu-
sic festival, but is not as strong as a tourism brand 
because it lacks basic tourism infrastructure and ser-
vices. Radivojević and Paunović found in their re-
search of Guča and Lučani accommodation, that 2/3 
of households do not want to accept visitors during 
the whole year. � ere are also 83.87% of the house-
holds that do not want to register o�  cially as ac-
commodation. � is research gives an insight into the 
accommodation market which cannot be researched 
only through o�  cial statistics. According to the re-
search, only 16.13% of Dragačevo and Lučani house-
holds are willing to register and categorize their ac-
commodation (Radivojević and Paunović, 2011).

In recent years, Serbia hosted one mega event: 
Universiade 2009 in Belgrade. An important seg-
ment of this mega event are volunteers. Nasaar and 
Talaat researched the young volunteers in special 
events and their motivations. � ey discovered that 
di� erent mixture of motivators (desire to meet peo-
ple, gaining new experience, self-esteem, sense of 
a�  liation, escape from routine) can be observed in 
volunteers in di� erent kinds of events: sport, cul-
tural, festival, charity, conventions. � is means that 
students are exhibiting their personality through the 
choice of event. � ey are volunteering in order to 
achieve inner ful� llment through contributing to 
community, at the same time developing skills nec-
essary for the job market. Volunteering is a process 
that provides bene� ts to the volunteers themselves, 
as well as to the organizations they are volunteer-
ing for, and society as a whole, through enhanced 
social cohesion. Authors identi� ed the following 
key elements in volunteer management: planning, 
expense management, quality management, and 
e� ectiveness (Nasaar and Talaat, 2009). Manage-
ment theory suggests that there are � ve elements in 
management process: planning, organizing, lead-
ership, and control (Erić, 2000). Musgrave, on the 

other hand, proposes implementing sustainability 
and quality management as integral parts of event 
management (Musgrave, 2011). Jovičić emphasizes 
that management of environmental issues in tour-
ism, as part of quality management initiatives, is a 
recent development. On the other hand, there are 
notable examples of cases where these systems gave 
considerable results: ECOTOUR in Balearic Islands, 
TUI-Umwelt-Netzwerk, and company Center Parcs 
(Jovičić, 2009).

EXPERIMENTAL RESEARCH

The Subject of the Research

� e subject of the research was to analyze Serbi-
an tourism market and segment it, in order to serve 
it more e� ectively and e�  ciently.

Delimitations

� e survey was conducted only during summer 
season, so the data should be approached with cau-
tion. However, the samples were weighted accord-
ing to the o�  cial statistics in order to gain more 
reliable data.

Research Goal

� e research was designed with the aim to pro-
vide the answer to three research questions:

1.  RQ1: In which activities do tourists most fre-
quently engage in Serbia during summer sea-
son?

2.  RQ2: Which sources of information do tour-
ists use about the summer season travel in 
Serbia?

3.  RQ3: What are the major characteristics of 
each market segment, destination and moti-
vation for travel at the Serbian summer sea-
son tourism market?

Research Design

� e data was collected through conducting Ser-
bia Guest Survey 2011. � e survey has been con-
ducted as a component of the EU funded project: 
“Support to implementation of the National Strat-
egy for Tourism” 07SER01/23/11. � e data used in 
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this paper represent the synthesis of a large number 
of statistical analyses performed during the project. 
� e objectives of the survey were to assess tourist 
pro� les, core motives for travelling, booking habits, 
expenditures, satisfaction and image perception of 
Serbia.

� e questionnaire was � lled in by tourists them-
selves, with the instruction and assistance of the in-
terviewers. � e interviewers were positioned at cen-
tral locations of each tourist destination. � e target 
group were domestic and foreign tourists in Serbia, 
aged over 14 years, staying overnight, but no longer 
than 30 days (holiday trip), or 90 days (business 
trip). � e database was weighted by overnight stays 
and country cluster (Western Europe and the rest of 
the world, CEE, Western Balkans, Serbia) based on 
the o�  cial statistics.

Total sample included 1500 respondents at the 
following locations in Serbia: Belgrade, Novi Sad, 
Zlatibor, Guča, Kopaonik, Fruška Gora, Zasavica, 

 Vrdnik, Erdevik, Sremska Mitrovica, Divčibare, Va-
ljevo, Banja Vrujci, Sokobanja, Vrnjačka Banja Banja 
Koviljača, Niška Banja, Niš, Subotica, Vršac, Palić 
Lake, Bela Crkva Lakes, Silver Lake, Ečka Skorenovac.

� e � eldwork was done during the period: July 
11, 2011 - September 5, 2011.

� e author of the study was engaged on the po-
sition of O�  ce Manager on the project, which was 
implemented by consortium led by public consult-
ing company HD-European Consulting Group. 

As presented in the Table 1, the demand side of 
the market consists of the following segments: do-
mestic, Western Europe and the rest of the world, 
Central-Eastern Europe, Western Balkans. Supply 
side of the market includes the following major desti-
nations: Belgrade, Novi Sad, Niš, Kopaonik, Zlatibor 
and Western Serbia. Core motivations for travelling 
include the following: Pleasure, Fun & Entertain-
ment, Nature, Culture, Sport & Adventure, Health, 
and Business.

Regions of origin Primary moti vati on for travel Major desti nati ons

Domesti c Pleasure Belgrade

Western Balkans Fun and entertainment Novi Sad

Central Eastern Europe Nature Niš

Western Europe and the rest of the world Culture Zlati bor and Western Serbia

Sport and adventure Kopaonik

Health

Business

Table 1: Serbian summer season tourism market segments

REPORT OF FINDINGS

Report of findings for tourism activities during 
the summer season

As presented in the Graph 1 and Graph 2, the 
most frequent activities of tourists in Serbia dur-
ing the summer season include the following: going 
for walks (66.7%), hiking (sport activities - 62.5%), 
sightseeing (55.7%), swimming/bathing (sport activ-
ities - 21.8%), bars/discos/nightlife (21.5%), enjoy-
ing typical food and beverages of the region(20.1%), 
visiting natural attractions (18.2%), visiting attrac-
tions in general (17.4%), festivals/events (17.4%), go-
ing to restaurants (17.2%), climbing (sport activities 
-12.3%), excursions away from the holiday destina-
tion (11%) and shopping-not daily needs (10.3%).

Report of findings for tourist source of 
information about the destination during 
summer season 

As presented in the Graph 3, the most frequently 
used sources of information about the destinations 
in Serbia include the following: friends/relatives 
(53.9%), Internet-in general (22.5%), reports and 
advertising in the media (8%), and Internet travel 
websites and booking platforms (5.5%).

Report of findings for tourist profiles on the 
demand side of the market (regions of origin)

A typical domestic tourist is about 36 years old, 
spends around 26 euro daily, and stays for about 
7 days at the destination. � e favorite destinations 
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of the domestic tourist are Western Serbia/Zlatibor, 
Kopaonik and Belgrade. Such tourist travels for na-
ture and fun & entertainment and stays in free ac-
commodation, private lodgings, or hotels. � is type 
of tourist likes getting information from the reports 
or advertising in the media, usually visits natural at-
tractions and goes climbing. His/her main mean of 
transport is a car or a bus.

A typical tourist from Western Europe and the 
rest of the world is around 33 years old, spends 
about 109 euro daily, and stays for about 7 days at 
the destination. � e favorite destinations of such 
tourist are Belgrade and Novi Sad and the main 
motivations for travelling are fun & entertainment 
and culture. He/she usually stays in hotels, hostels 
or free accommodation, o� en travels by a plain or 
a train and likes getting information from travel lit-
erature/travel guides, Internet travel websites and 
booking platforms, and social websites (e.g. Face-
book). � is type of tourist usually goes to bars/dis-
cos/nightlife, restaurants, visits natural attractions 
and museums/exhibitions.

Central Eastern European tourist is around 34 
years old, spends approximately 59 euro daily, and 
stays for about 6 days at the destination. � e favorite 
destinations of such tourist are Belgrade and Zlati-
bor. He/she travels for fun & entertainment and 
culture, stays in hotels, private lodgings or hostels. 
Central Eastern European tourist o� en travels by a 
plane, train or hitch-hikes and prefers getting in-
formation from the Internet travel websites, book-
ing platforms, social websites (e.g. Facebook), travel 
agents, or travel literature/travel guides. He/she usu-
ally goes to excursions away from the holiday desti-
nation, restaurants, and museum/exhibitions.

Western Balkans tourist is around 38 years old, 
spends nearly 50 euro per day, and stays for about 
6 days at the destination. � e favourite destinations 
of such tourist are Belgrade, Novi Sad and Zlatibor. 
� is type of tourist travels for fun & entertainment 
and business and stays in free accommodation, ho-
tels, or private lodgings. He/she o� en travels by train 
and prefers getting information from the reports and 
advertisements in the media. He/she usually visits 
natural attractions, goes to restaurants and shopping 
(not daily needs).

Report of findings on profiles on supply side of 
the market (destinations)

Belgrade tourist is around 33 years old, spends 
approximately 65 euro daily, and stays for about 6 

days at the destination. He/she o� en comes from 
Western Europe and the rest of the world, Western 
Balkans or Central Eastern Europe. He/she travels 
for fun & entertainment, business or culture, stays 
in hostels, hotels, or private lodgings, travels alone, 
with friends/colleagues, or with partner/spouse. Such 
tourist o� en travels by train or a plain, likes getting 
information from the reports or advertising in the 
media, Internet travel websites/booking platforms, 
or travel literature/travel guides. Belgrade tourist 
usually goes to festivals/events, swimming/bathing, 
restaurants, enjoys typical food and drinks of the 
region, visits attractions, or goes shopping (not daily 
needs).

Novi Sad tourist is around 29 years old, spends 
about 33 euro daily, and stays for about 7 days at the 
destination. He/she is o� en from Western Europe 
and the rest of the world or Western Balkans, travels 
for fun & entertainment, business, nature or culture, 
stays in hostel, hotel, or holiday apartment, trav-
els with friends/colleagues, alone or with partner/
spouse. Moreover, he/she o� en travels by train or 
a plain, likes getting information from travel litera-
ture/travel guides, Internet travel websites/booking 
platforms, or social websites (e.g. Facebook). Such 
tourist usually visits attractions, enjoys typical food 
and drinks of the region, goes shopping (not daily 
needs), goes to restaurants, visits natural attractions, 
does excursions away from the holiday destination.

Niš tourist is around 36 years old, spends about 
30 euro daily, stays for about 7 days at the desti-
nation, and comes from Serbia. � e main motive 
to travel to Niš is fun & entertainment, business or 
health. � is type of tourist stays in hotels or private 
lodgings travels with a partner/spouse, alone, with 
friends/colleagues, or with children under 14. He /
she travels only by a car or a bus, likes getting in-
formation from social websites (e.g. Facebook). He/
she usually goes to restaurants, enjoys typical food 
and beverages of the region, goes to festivals/events, 
visits attractions, goes to excursions away from the 
holiday destination and visits natural attractions.

Kopaonik tourist is around 40 years old, spends 
about 39 euro daily, stays for about 8 days at the des-
tination, and comes from Serbia. � e main motive 
for travelling to Kopaonik is for nature, business or 
sport & adventure. He/she stays in a hotel, company 
owned resort or hostel, travels with partner/spouse, 
children under 14, alone, or with friends/colleagues. 
� is type of tourist travels by a car or a bus, and 
sometimes by a plane, likes getting information from 
the reports and advertising in the media, Internet 
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travel websites and booking platforms, or through 
travel agent. He/she usually engages in climbing, vis-
its natural attractions, does mountaineering (highly 
active mountain tours), jogging/running, goes to 
sports events, or does horse riding.

Zlatibor and Western Serbia tourist is around 
35 years old, spends approximately 32 euro daily, 
stays for about 7 days at the destination, and comes 
from Serbia. � e main motive to travel is fun & en-
tertainment, nature, health or culture. Such tourist 
stays in a private lodging, hotel, campsite or holiday 
apartment, travels with partner/spouse, friends/col-
leagues or children under 14. He/she travels only 
by a car or a bus, prefers getting information from 
reports and advertisements in the media, Internet 
travel websites and booking platforms, or travel lit-
erature/travel guides. He/she usually enjoys food 
and beverages typical of the region, visits natural 
attractions, festivals/events, and attractions in gen-
eral, does climbing and goes to restaurants.

Report of findings on profiles by the core 
motivation for travelling

Pleasure tourist is around 37 years old, spends 
approximately 33 euro daily, and stays for about 
7 days at the destination. Favorite destinations of 
such tourists are Western Serbia/Zlatibor, Belgrade, 
Kopaonik, and Fruška Gora. � is type of tourist is 
o� en from Western Balkans and stays in private 
lodgings or hotels, travels with partner/spouse, chil-
dren under 14, alone or with friends/colleagues. � e 
main mean of travel is a car or a bus. He/she likes 
getting information from the reports or advertise-
ments in the media, usually goes swimming/bath-
ing, visits attractions and especially natural attrac-
tions, enjoys typical food and drinks of the region.

Fun & Entertainment tourist is around 29 years 
old, spends approximately 43 euro daily and stays 
for about 5 days at the destination. Favorite desti-
nations of such tourist are Belgrade, Western Ser-
bia/Zlatibor, and Niš. Fun & entertainment tour-
ist o� en comes from Western Europe and the rest 
of the world or from Central Eastern Europe and 
stays in free accommodation or campsites. He/she 
travels with friends/colleagues, alone or with part-
ner/spouse, uses train pretty o� en, likes reports 
and advertisements in the media, going to bars/
discos/nightlife, festivals/events, and swimming/
bathing.

Nature tourist is around 39 years old, spends ap-
proximately 28 euro daily and stays for about 7 days 

at the destination. Favourite destinations of such 
tourist are Kopaonik, Divčibare/Valjevo, West Ser-
bia/Zlatibor, and Novi Sad. He/she prefers staying 
in private lodgings or hotels, travels with partner/
spouse, children under 14, or friends/colleagues, 
uses a mixture of sources for obtaining information 
about the destination, visits natural attractions, en-
joys typical food and drinks of the region, and likes 
climbing and swimming/bathing.

Cultural tourist is around 38 years old, spends 
about 50 euro daily, and stays for about 5 days at 
the destination. His/her favorite destinations are 
Belgrade, Vršac/South Banat, West Serbia/Zlatibor, 
and Novi Sad. Such tourist o� en comes from West-
ern Europe or elsewhere from the world or Central 
Eastern Europe, usually stays in private lodgings and 
hostels, and travels with partner/spouse, friends/
colleagues, or alone. He/she o� en uses a plain or a 
train, and also likes hitch-hiking. � is type of tour-
ist likes getting information from travel literature/
travel guides, visits attractions, enjoys typical food 
and drinks from the region, and goes to museums 
and exhibitions. Cultural tourist is the second least 
loyal type of tourist to Serbia as a destination.

Sport & adventure tourist is around 27 years old, 
spends about 36 euro daily, and stays for about 10 
days at the destination. Favorite destinations of such 
tourist are Kopaonik and Fruška gora. � is type of 
tourist o� en comes from Central Eastern Europe, 
or Western Europe and the rest of the world, usu-
ally stays at the hotel or campsite, and travels with 
friends/colleagues, organized travel groups, or alone. 
He/she likes taking a train, uses social websites in 
order to obtain information about the destination, 
and books accommodation primarily through travel 
agent/tour operator. He/she likes sports events, jog-
ging/running, cycling (paved cycle routes), and go-
ing to bars/discos/nightlife. Sport & adventure tour-
ist is the second most loyal type of tourist to Serbia 
as a destination.

Health tourist is around 46 years old, spends ap-
proximately 24 euro daily, and stays at the destina-
tion for about 10 days. His/her favourite destinations 
include Divčibare/Valjevo, Western Serbia/Zlatibor, 
Kopaonik, Niš, and Stara Planina. He/she usually 
comes from Serbia, and stays in private lodgings or 
in hotels, travels with partner/spouse, children un-
der 14, or alone, uses only car and a bus, and gets 
information from various sources. Such tourist likes 
using health facilities, swimming/bathing, visiting 
natural attractions, or climbing. Health tourist is the 
most loyal tourist to Serbia as a destination.
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Business tourist is approximately 37 years old, 
spends around 62 euro daily, and stays for about 7 
days at the destination. His/her favorite destinations 
are Belgrade, Kopaonik, Palić and Niš. He/she o� en 
comes from Western Balkans or Western Europe 
and the rest of the world, usually stays at the hotel, 
and travels either with friends/colleagues or alone. 
� is type of tourist o� en uses plane and di� erent 
sources to obtain information, likes going to restau-
rants, bars/discos/nightlife, enjoys typical food and 
drinks of the region, and likes shopping (not daily 
needs). Business tourist is the least loyal type of tour-
ist to Serbia as a destination.

ANALYSIS OF FINDINGS

Analysis of findings for tourism activities in the 
summer season

� e six most important components in the Ser-
bian summer tourism value chain are as follows (see 
Graph 1 and Graph 2): sightseeing related services-
transportation etc. (55.7%) swimming/bathing re-
lated services (21.8%), nightlife (21.5%), catering 
industry (20.1%), natural attractions (18.2%) and 
events (17.4%).

Graph 1: General tourist acti viti es in Serbia during summer season

Graph 2:  Sport acti viti es of tourists in Serbia during summer season 
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Analysis of findings for tourist source of 
information about the destination during 
summer season

� e Internet has become the primary media used 
as a source of information regarding Serbian tourism 
destinations (see Graph 3). Namely, 22.5% of tour-
ists use the Internet in general to obtain information, 
while only 8% use reports and advertisements in the 
classic media. Friends and relatives remain the pri-
mary source of information with 53.9% which shows 
that the power of the reference groups is still the sin-
gle most important factor in the process of getting 
information about destinations.

Analysis of findings for demand side of the 
market (regions of origin)

Tourism marketing campaign targeting Domes-
tic tourists should target families with small children 
or teenagers involved in the activities such as visit-
ing natural attractions or swimming/bathing. � e 
primary motivation for travelling is nature, but also 
fun & entertainment. � e campaign should use the 
reports and advertisements in the media, as well as 
hotel media. � e message should encourage iden-
ti� cation with Serbia and emphasize uniqueness of 
Serbia as a destination.

Tourism marketing campaign targeting Western 
Europe and the rest of the world tourists should tar-
get groups of people in their late twenties or early 
thirties or young couples with no children involved 
in the activities such as going to bars/discos/night-
life, restaurants, visiting natural attractions, going 
to museums/exhibitions. Apart from fun & enter-
tainment, their main motivation for travelling is 
culture. � e campaign should use travel literature/

travel guides, Internet travel websites and booking 
platforms, social websites (e.g. Facebook), as well as 
the media in the airport/airplane setting, as well as in 
trains/train stations and hotels. � e message should 
develop trust and emphasize value proposition over 
destination itself.

Tourism marketing campaign targeting Central 
Eastern European tourists should target groups of 
people in their thirties or young couples with no 
or small children involved in the following activi-
ties: excursions away from the holiday destination, 
going to restaurants, museum/exhibitions. Apart 
from fun & entertainment, their primary motiva-
tion for travelling is culture. � e campaign should 
use the Internet travel websites/booking platforms 
and travel agent/tour operator media, as well as 
media in the airport/airplane setting, trains/train 
stations, hotels, hostels and hitch-hiking commu-
nity media. � e message should develop trust and 
emphasize value proposition over destination itself.

Tourism marketing campaign targeting Western 
Balkan tourists should target couples in their late 
thirties and early forties with primary school chil-
dren, or individualistic person involved in the fol-
lowing activities: visiting natural attractions, going 
to restaurants, and shopping. Apart from fun & en-
tertainment, their primary motivation for travelling 
is business. � e campaign should use the reports and 
advertisements in the media, but also hotel media 
and media in trains/train stations for conveying the 
message.

Analysis of findings for supply side of the market 
(destinations)

Tourism marketing campaign targeting Belgrade 
tourists should target individualistic person or a cou-
ple without children/group of people in late twenties 

Graph 3: Tourist informati on sources about  Serbian desti nati ons during summer season
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or early thirties involved in the activities which in-
clude a wide range of activities such as visiting festi-
vals/events, swimming/bathing, going to restaurants, 
visiting attractions (including museums/exhibitions) 
or shopping (not daily needs). It should portray per-
sons that embrace the values of the global consumer 
culture. � e campaign should use the reports and 
advertisements in the media as well as the Internet 
travel websites/booking platforms and travel litera-
ture/travel guides, as well as media in plane/airport 
setting, trains/train stations and in hotels and hostels. 
� e message should encourage identi� cation with 
Belgrade and emphasize uniqueness of Belgrade as 
a destination.

Tourism marketing campaign targeting Novi 
Sad tourists should target groups of young people 
in their twenties involved in the following activities: 
visiting attractions in general and more speci� cally 
natural attractions, enjoying typical food and bever-
ages of the region, and shopping (not daily needs). 
It should portray persons that embrace the values of 
the global consumer culture. � e campaign should 
focus on travel literature/travel guides, Internet travel 
websites and booking platforms, social websites (e.g. 
Facebook), as well as media in the plane/airport set-
ting, trains/train stations and in hotels and hostels.

Tourism marketing campaign targeting Niš tour-
ists should target families with primary school chil-
dren or individuals and groups of people in their 
thirties and forties involved in the activities which 
include the following: going to restaurants, enjoying 
typical food and drinks from the region, visiting fes-
tivals/events and attractions. It should portray per-
sons that embrace the values of the Serbian/Balkan 
culture. � e campaign should focus on the Internet 
in general as well as social networks (e.g. Facebook), 
and hotel media. � e message should build trust and 
emphasize value proposition over destination itself.

Tourism marketing campaign targeting Kopaonik 
tourists should target families with school children or 
partners in their forties engaged in the following ac-
tivities: climbing, visiting natural attractions, moun-
taineering (highly active mountain tours), jogging/
running, sports events, and horse riding. It should 
portray persons that embrace the values of the Ser-
bian/Balkan culture. � e campaign should use the 
reports and advertisements in media, Internet travel 
websites and booking platforms and travel literature/
travel guides, as well as the media in the airport/
airplane setting, in hotels and hostels. � e message 
should build trust and emphasize value proposition 
over destination itself.

Tourism marketing campaign targeting Zlatibor 
and Western Serbia tourists should target families 
with primary school children or groups of people 
in their thirties and forties involved in the follow-
ing activities: enjoying typical food and drinks of the 
region, visiting natural and other attractions, festi-
vals/events, climbing, and going to restaurants. It 
should portray persons that embrace the values of 
the Serbian/Balkan culture. � e campaign should 
use the reports and advertising in the media, Internet 
travel websites and booking platforms, travel litera-
ture/travel guides, as well as the media in hotels and 
campsite community media. � e message should en-
courage identi� cation with Zlatibor and emphasize 
uniqueness of Zlatibor as a destination.

Analysis of findings for core motivation for 
travelling

Tourism marketing campaign targeting Pleasure 
tourists should target families with small children 
(with parents in focus) involved in the activities such 
as swimming/bathing, visiting natural and other at-
tractions, enjoying local dishes and beverages at one 
of the following destinations: Western Serbia/Zlati-
bor, Belgrade, Kopaonik or Fruška Gora. It should 
use the Internet campaigns and reports and adver-
tisements in the media.

Tourism marketing campaign targeting fun and 
entertainment tourists should target young groups 
of people or young individuals in their twenties in-
volved in the activities which include bars/discos/
nightlife, festivals/events, swimming/bathing at one 
of the following destinations: Belgrade, West Serbia/
Zlatibor or Niš. It should use the Internet campaigns, 
reports and advertisements in the media and on the 
trains/train stations, as well as camping community 
media in order to convey the message.

Tourism marketing campaign targeting nature 
tourists should target families with primary school 
aged children involved in the activities such as visit-
ing natural attractions, enjoying typical food and bev-
erages of the region, climbing, and swimming/bath-
ing at one of the following destinations: Kopaonik, 
Divčibare/Valjevo, Western Serbia/Zlatibor or Novi 
Sad. It should focus only on the Internet campaigns.

Tourism marketing campaign targeting cultural 
tourists should target couples without children or 
individualistic person in thirties or early forties in-
volved in the activities which include attractions, 
galleries, museums, restaurants, local dishes and 
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drinks at one of the following destinations: Bel-
grade, Vršac/South Banat, Western Serbia/Zlatibor, 
Novi Sad. It should use the Internet campaigns, me-
dia in plane/airport setting or in private lodgings/
hostels, as well as travel guides/travel literature, and 
media in the hitch-hiking community. � e message 
should include, if appropriate, information about 
booking through local/regional tourism o�  ce. � e 
message should develop trust and emphasize value 
proposition over destination itself.

Tourism marketing campaign targeting sport & 
adventure tourists should target young groups of 
people in their twenties involved in the activities 
which include sport events, sport equipment, cy-
cling, and bars/discos/nightlife at one of the follow-
ing destinations: Kopaonik, Fruška Gora. It should 
use the Internet campaigns, especially social media 
(e.g. Facebook), travel agents/tour operator’s bro-
chures, as well as camping community media in 
order to convey the message. � e message should 
encourage identi� cation with Serbia and emphasize 
uniqueness of Serbia as a destination.

Tourism marketing campaign targeting health 
tourists should target a couple in their � � ies with 
grandchildren involved in activities which include 
using health facilities, swimming/bathing, natural 
attractions or climbing at one of the following des-
tinations: Divčibare/Valjevo, Western Serbia/Zlati-
bor, Kopaonik, Niš, Stara Planina. It should use only 
the Internet campaigns in order to convey the mes-
sage. � e message should encourage identi� cation 
and pride with Serbia. It should also emphasize the 
attachment to Serbia as a destination on a personal 
level.

Tourism marketing campaign targeting Busi-
ness tourists should target individualistic person 
in thirties or forties (possibly with colleagues) in-
volved in the activities which include restaurants, 
bars/discos/nightlife, local cuisine and beverages 
as well as shopping activities at one of the follow-
ing destinations: Belgrade, Kopaonik, Palić, Niš. It 
should use the Internet campaigns, other media in 
plane/airport setting, or hotels in order to convey 
the message. � e message should develop trust and 
emphasize value proposition over destination itself.

CONCLUSIONS AND RECOMMENDATIONS

Cooper emphasized that the market demand is 
constantly shi� ing and new destinations are emerg-
ing on the global market. � e destination of the fu-
ture will give way to value and visitor experience, in 

contrast to the old paradigm of concentrating on the 
volume (Cooper et al., 2008).

Destinations can vary in terms of natural beauty, 
and the number of historical events that happened in 
the region (Biederman, 2008). However, successful 
tourism destination rarely develops by accident. It is 
a product of careful integral planning and represents 
an integrated area that includes accommodation, at-
tractions, local community and transportation (Y. 
Gee and Fayos-Sola, 1997). � erefore, it is impor-
tant to understand how tourists obtain information 
about the destination, as well as in which activities 
they engage within the destination itself. Only then 
can a successful marketing campaign be created and 
communicated to the market.

� e most suitable media for communicating 
messages to Serbian summer season general mar-
ket is the Internet, which has become the primary 
source of information concerning Serbian tourism 
destinations. As regards the tourist products which 
Serbia o� ers to summer season general market, 
the most important are sightseeing related services 
(transportation, etc.), swimming/bathing related 
services, and nightlife, catering industry, natural 
attractions and events. On the other hand, Serbian 
summer season tourism market is large enough to 
be meaningfully segmented. In this way, it can be 
served better, by creating and communicating vari-
ous value propositions for each market segment.
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PREDLOG ZA MARKETINŠKU KAMPANJU SRPSKIH TURISTIČKIH DESTINACIJA

Rezime: 
Srbija je geografski locirana u Evropi, i zbog toga je suočena sa oštrom konkuren-
cijom iz drugih evropskih destinacija, ali i drugih svetskih destinacija. Kako bi 
se sagledalo moderno konkurentsko okruženje, identifikovani su trendovi na 
globalnom, regionalnom i lokalnom nivou. Podaci iz analize srpskog turističkog 
tržišta u letnjoj sezoni iskorišćeni su kako bi se kreirali profili turista prema 4 
emitivna regiona (domaći-Srbija; Zapadni Balkan-Slovenija, Hrvatska, Bosna, 
Crna Gora, Kosovo i Makedonija; Centralno-istočna Evropa-Austrija, Češka, 
Slovačka, Poljska, Mađarska, Rumunija; Zapadna Evropa i ostatak sveta), za 5 
glavnih srpskih destinacija (Beograd, Novi Sad, Niš, Zlatibor, Kopaonik), kao i za 
7 vrsta turista na osnovu njihove primarne motivacije za putovanje (zadovoljstvo, 
zabava, priroda, kultura, sport i avantura, zdravlje i posao). Na bazi turističkih 
profila kreirani su zasebni marketinški scenariji za svaki od tržišnih segmenata.

Ključne reči: 

turistička marketinška kampanja, 
profili turista, 
marketing destinacije, 
istraživanje tržišta, 
segmentacija tržišta.
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Abstract: 

This study examines the relationship between the use of technology to 
stay connected with home country and culture while adapting and in-
tegrating into the host culture. Through a survey the authors probe into 
how Haitian immigrants living in South Florida with varying levels of 
contact with their home country acculturate into the receiving society, 
exploring an increasingly salient experience of contemporary global 
migrants. Immigration is the experience of acculturation by individuals 
and the emergence of culturally plural societies, where both immigrants 
and host country citizens can live together in a positive environment. In 
this study, we report our exploratory findings and insights from a survey 
conducted among Haitian immigrants in South Florida area, studying the 
relationship between the scope of their electronic communication, and 
their level of integration into the mainstream American culture. Consid-
erable research has been devoted to the understanding of immigration, 
acculturation and adaptation of adults, but much less has addressed these 
phenomena among Haitian population in reference to the use of com-
munication technologies to keep in touch with their loved ones overseas 
and being fully adapted to their host country at the same time, asserting 
both identities. In other words, to what extend Haitians who wish to have 
contact with American culture, while maintaining their cultural attributes 
do so through the Internet and telecommunication technologies. 
The objective of this study is to explore the correlation between cultural 
integration process and the level of Internet and telephony technologies 
usage among Haitians living in South Florida. The Internet and telephones 
are a necessity becoming central for one’s knowledge of environment, for 
the retention of one’s social contacts but also for the organization of one’s 
life. This is especially true for immigrants who often rely on their new 
and old social networks in order to adjust to the host country. 
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INTRODUCTION

Unlike early twentieth century immigrants who 
could not communicate directly homeward, or eas-
ily develop connections in the host country, global 
diaspora dwellers now have a plethora of techno-
logical choices. With the advent of mobile telephony 
and Internet technologies to interconnect, share and 
communicate in virtual spaces, immigrants are � nd-
ing it easier to expand their neighborhood connec-
tions, while at the same time reaching out to those 
family members and friends who remain in their 
home country. Time and geographical barriers are 
progressively fading, as access to people is just a 
click away. Indeed, the convenience, interactivity, 
� exibility and open-connectivity of these new me-
dium create new avenues for enhancing the quality 
and quantity of communication. 

In this study, we report our � ndings and in-
sights from an exploratory survey conducted among 
Haitian immigrants in the Southeast region of the 
United States – South Florida area, studying the 
relationship between the scope of their electronic 
communication, and their level of acculturation to 
the mainstream American culture.

PURPOSE OF THE STUDY

� e objective of this study is to explore the cor-
relation between cultural integration process and 
the level of Internet and telephony technologies 
usage among Haitians living in South Florida. � e 
Internet and telephones are a necessity becoming 
central for one’s knowledge of environment, for the 
retention of one’s social contacts but also for the or-
ganization of one’s life. � is is especially true for the 
immigrants who o� en rely on their new and old so-
cial networks in order to adjust to the host country. 
� is study looks at � ve well understood measures 
or indicators of the acculturation process, namely, 
language pro� ciency, language use, length of time in 
the host culture, age, and peer contact. It also looks 

at the preferences of Internet related tools to contact 
friends and relatives both in Haiti and the USA by 
email, text messaging, and social sites. 

Considerable research has been devoted to the 
understanding of immigration, acculturation and 
adaptation of adults, but much less has addressed 
these phenomena among Haitian population in ref-
erence to the use of communication technologies 
to keep in touch with their loved ones overseas and 
being fully adapted to their host country at the same 
time, asserting both identities. In other words, to 
what extend Haitians who wish to have contact with 
American culture, while maintaining their cultural 
attributes do so through the Internet and telecom-
munication technologies. 

PROBLEM AND ITS BACKGROUND

Are communication technologies a hindrance or 
help in immigrant acculturation?

Research Question has two parts:
1. Is there a signi� cant relationship between 

duration of residence in the United States 
of Haitian immigrants and their usage of 
electronic communication with family and 
friends in the United States and Haiti? 

2. Does this relationship depend upon age.
� e authors have de� ned � ve hypotheses:

Hypothesis 1

� ere is a positive relationship between duration 
of residence in the United States and the degree 
of usage of electronic communications with fam-
ily and friends in the United States. 

Hypothesis 2

� ere is a negative relationship between dura-
tion of residence in the United States and the de-
gree of usage of electronic communications with 
family and friends in Haiti. 

This study looks at five well understood measures or indicators of the 
acculturation process, namely language proficiency, language use, length 
of time in the host culture, age, and peer contact. It also looks at the pref-
erences of Internet related tools to contact friends and relatives both in 
Haiti and the USA by email, text messaging, and social sites. 
In our study, highly integrated Haitian immigrants are those who are 
young, have lived here for a long time, are proficient in Creole and English, 
speak to friends and relatives in both languages, and spend their free time 
with both Americans and other Haitians.

Key words: 

cultural integration, 
immigrant, 
communication technologies, 
Internet, 
telephony technologies, 
correlation.

SINGIDUNUM J 2013   10 (2)  53-63
Đokić B. et al.  A study of Haitian immigrant's assimilation



55

Hypothesis 3

� ere is a positive relationship between age of 
residents in the United States and the degree of 
usage of electronic communications with family 
and friends in Haiti. 

Hypothesis 4

� ere is a positive relationship between age of 
residents in the United States and the degree of 
usage of electronic communications with family 
and friends in Haiti. 

Hypothesis 5

� ere is a positive relationship between age, 
duration and which electronic communication 
device is used to communicate with family and 
friends in the United States and Haiti.

POPULATION

� e population consisted of the Haitian im-
migrants in South Florida. � e sampling method 
used was convenience sampling. Sample consisted 
of the employees of South Florida universities that 
researchers had access to.

Review of Literature

Immigration is a worldwide trend, and in South 
Florida it is heavily in� uenced by Latinos and Car-
ibbean immigrants, thus posing problems and op-
portunities for individuals and society as a whole. 
� e Haitian diaspora in the United States – the larg-
est concentration in any single country of Haitians 
abroad - is about 535,000 immigrants with more 
than 70% of them residing in Florida and New York 
(Terrazas, 2010). An outcome of immigration is the 
experience of acculturation by individuals and the 
emergence of culturally plural societies, where both 
immigrants and host country citizens can live to-
gether in a positive environment. 

Transnational migrants of today have signi� -
cantly di� erent experiences from those who mi-
grated during the 20th century many change coun-
tries more than once, driven by job, educational and 
lifestyle opportunities. � e importance of studying 
these new experiences and their meanings and 
implications cannot be overemphasized, as in the 
process of moving to a new host-culture involves 
behavioral, perceptual and attitudinal changes such 

as languages spoken, goods purchased, methods of 
communication, etc. In addition, migrants establish 
and maintain active and extensive social networks 
across shi� ing geo-political borders. � ese relation-
ships tend to be sustained through regular contact 
by e-mail, chats, and telephone calls.

Acculturation is the process by which individ-
uals adapt to cultural and psychological changes 
(Valencia and Johnson, 2008). Cultural changes 
are those related to a group’s customs as well as its 
economic and political life. Psychological changes 
are those linked to an individual’s attitude to the 
acculturation process, cultural identity, behavior, 
wellbeing and social skills. 

Valencia and Johnson (2008) did an extensive 
analysis of the development of di� erent accultura-
tion theoretical models and measures over the past 2 
decades in an e� ort to understand what happens to 
individuals who have lived in one culture and later 
on tried to adapt to a new culture. � eir analysis 
of the literature has resulted in four major models, 
each one with their respective exponents and sup-
porters: 

 � e unilinear model assumes that the new im-
migrants would need to abandon their culture of 
origin in order to adapt to the new culture. � e ac-
culturation of the foreign-born and their children 
to the host society, as well as their socioeconomic 
mobility over time, are the key factors in the assimi-
lation process (Iceland and Nelson, 2010). In coun-
tries, most immigrants tended to undergo a predict-
able process of identity loss or sacri� ce followed by 
assimilation within their host countries, having le�  
and cut o�  ties with their home countries behind for 
all practical purposes, as most immigrants never re-
turned home (Gordon, 1964). Today, with the pos-
sibility of ongoing contact with the home country, 
this kind of closure and leaving behind does not oc-
cur, so the acculturation possibly takes longer, if it 
takes place at all.

� e bi-dimensional model suggests that an indi-
vidual can exhibit a high level of integration in both 
cultures; it is not essential for the individual to lose 
contact with one culture while adapting to another. 
Major proponents include Berry (2003, 2006) and 
Ramirez (1984).

� e bilinear model, views the acculturation as 
a process in which changes occur both within the 
culture of origin as well as within the host culture, 
emphasizing the mutual interchange that occurs, 
while the orthogonal model proposes that identi-
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� cation with any culture is independent of identi� -
cation with any other culture. Any combination or 
pattern of cultural identi� cation is possible, thus, a 
person may exhibit a single cultural identity, a bi-
cultural identity, etc. (Beauvais and Oetting, 1990) 

 In this study we focus on the multicultural or 
bi-dimensional acculturation framework as exam-
ined by Berry (2003, 2006). In this framework two 
issues – degree of heritage preservation and degree 
of host-culture involvement - are crossed creating 
a four section space within which individuals may 
express how they are seeking to acculturate. � is 
process is referred to as acculturation attitudes.

Considerable research has been devoted to the 
understanding of immigration, acculturation and 
adaptation of adults, but much less has addressed 
these phenomena among Haitian population in 
reference to use of communication technologies to 
keep in touch with their loved ones overseas and be 
integrated to their host country. 

� e study was guided by two core questions. 
First, we wanted to explore how Haitian immigrants 
live in their host-cultural settings (i.e. American 
culture). Here we want to gain insight into Haitian 
acculturation attitude, cultural identity, language 
pro� ciency, peer contact, family values, stress level 
and perceived discrimination correspond to the bi-
dimensional view, as well as to describe ways they 
acculturate along demographic variables. Second we 
want to explore the correlation between accultura-
tion process and the level of Internet and telephony 
technologies usage among Haitians living in the 
USA as they keep in touch with family and friends.

Individuals’ link to their cultures of origin and to 
their receiving culture can be manifested in a num-
ber of ways, from dealing with preferences to the 
behavior they engage in. Acculturation attitudes or 
preferences for involvement were assessed through 
4 questions related to preferences for the language 
chosen to view websites. For example “I prefer Cre-
ole websites serving Haitian users” or “I prefer web-
sites in English serving all users”. Two other ques-
tions examined the sense of belonging with either 
the American or Haitian way of life. 

“Assimilation is the way when there is little 
interest in cultural maintenance combined with a 
preference for interacting with the larger society. 
Separation is the way when cultural maintenance 
is sought while avoiding involvement with others. 
Marginalization exists when neither cultural main-
tenance nor interaction with others is sought. Inte-

gration is present when both cultural maintenance 
and involvement with large society are sought” 
(Barry, 2006). 

Cultural Identity, operationalized by ethnic af-
� rmation was assessed by three questions “Our chil-
dren should be taught about our history and culture 
so that they feel pride and know who they really are” 
and “we should adapt to American society in order 
to earn a living but stay together as a group to pre-
serve our culture and way of life”, “Schools should 
help our children learn American ways of behav-
ior and to become like American children in the 
neighborhood. Berry and Kalin (1995) assert that 
how one thinks of himself is also constructed along 
two dimensions: identi� cation with one’s heritage 
or ethno cultural group and identi� cation with a 
larger or dominant society. 

Language is examined through psychosocial do-
main by Valencia and Johnson (2008) and Berry 
(2006), through language pro� ciency and Bourhis, 
1994) through language knowledge. Pro� ciency in-
quired about people abilities to understand, speak, 
read and write the ethnic language. Pro� ciency of 
the national language was assessed with the same 
questions, but with respect to the national language. 

Language use refers to the extent to which in-
dividuals use either ethnic or national language 
when talking with their parents or their siblings 
and friends (Berry, 2003).

Peer contact assesses the frequency of interaction 
with peers from one’s own ethnic group, or from the 
host culture group (Berry, 2003; Valencia and John-
son, 2008) assessed attitudes through the dimension 
of assessing attitude and behavior thought culture of 
origin and the host culture. 

Psychological Adaptation looks into life satisfac-
tion, stress levels (Jiali Yer), time living in the U.S.A, 
and the preference for neighborhoods with a larger 
proportion of residents who are from one’s own 
culture. Questions such as “rate the level of stress 
in your life’ and “How happy are you living in the 
U.S.” were used. 

Perceived Discrimination assesses what was as-
sessed as perceived of feeling unacceptable because 
of one’s ethnicity was measure with the question. 
“We will never have equal status with Americans; 
we will always be second class citizens.” 

Lee, Choi, Kim and Hong (2007) examined 
cultural pro� les and post-adoption beliefs in the 
context of mobile Internet. � ey pointed out that 
the results of a large-scale online survey indicated 
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that four cultural factors – uncertainty avoidance, 
individualism, contextuality and time perception 
have a signi� cant in� uence on users’ post-adoption 
perceptions of mobile Internet services. Ko, Roberts 
and Cho (2006) implied that there are signi� cant 
di� erences between high-context and low-context 
cultures with regard to consumer motivation and 
interactivity as they conducted research gathering 
data from both U.S. and South Korean participants. 

RESULTS

Data collection involved completion of a struc-
tured questionnaire. All participants were informed 
that the participation was voluntary, and that all 
responses were anonymous. � e questionnaire as-
sessed a wide range of variables related to accultura-
tion and adaptation. Measures were either developed 
for the project or taken directly or with modi� ca-
tions from the existing scales.

Descriptive statistics shows that the use of par-
ticular electronic communications by Haitian immi-
grants varied signi� cantly depending on the type of 
communication device. For the sampled population 
of 103 Haitian immigrants, the preferences for using 
the particular electronic modes of communication 
were evaluated using the data scored on the Lik-
ert Scale results for which “1” indicates the highest 
preference and “5” the lowest preference. One-tailed 
T-tests were used to judge statistically signi� cant dif-
ferences in mean Likert Scale scores at p=0.10. 

Cell phones either through voice communication 
(mean score of 1.81) or via text messaging (mean 
score of 1.97) were used to a signi� cantly greater 
degree than all other communication modes. Social 
media such as Facebook (mean score of 2.76) and 
Twitter (2.87) were the next most frequently used 
communication modes. Skype (mean score of 3.29) 
and e-mail (mean score of 3.34) were used to a sig-
ni� cantly less degree than the all other modes of 
electronic communication. 

We relied upon the data set for individuals be-
tween 15 and 35 years old to evaluate trends in the 
use and type of electronic communications with 
residence time in the United States. We chose this 
group in order to have a common age group with 
representatives in all residence categories. In par-
ticular, the most recently arrived immigrants (those 
that have been in the U.S. for less than 5 years) were 
all within this age range. � is strati� cation of our 
data by age yielded 49 people. 

� e results show that there were signi� cant in-
creases in the use of certain types of communication 
with residence time in the United States. � is posi-
tive relationship was seen for cell phones, twitter, 
and for the use of Skype. 

� e results also show that there was a signi� cant 
decrease in the use of electronic communications 
with family and friends in Haiti with increasing resi-
dence time for all modes of electronic communica-
tion. 

In order to further explore the possible in� uence 
of residence time on the use of various modes of 
communication, we compared two groups within 
the 15-35 year old population. � e � rst group in-
volved recent immigrants (less than 5 years in the 
U.S.) and the second group involved longer-term 
residents (in the U.S. for 15 to 25 years). From the 
Likert Scale data, we derived average scores regard-
ing the use of various electronic communication 
modes. We compared these groups using Student 
T-Test and chose a p Value of 0.1 for judging statis-
tical signi� cance (see Table 2). 

� e degree to which various modes of commu-
nication are used track with our earlier description. 
Cell phones (using voice or texting) were preferred 
over other communication modes. 

Signi� cant di� erences were observed between 
recent immigrants and those that have been here for 
over 15 years. As Table 2 shows, longer-term resi-
dents made signi� cantly greater use of cell phones 
for voice communications. � ey also used Twitter 
and Skype to a signi� cantly greater degree than re-
cent immigrants to communicate with friends in the 
United States.

In comparison of recent immigrants and long-
er-term residents with respect to communicating 
to individuals in Haiti the results indicate that re-
cent immigrants are communicating with friends 
and family in Haiti but to a less degree than they 
are within the United States. � e results also show 
that longer-term residents have negligible electronic 
communication with individuals in Haiti. Taken to-
gether Tables 1, 2 and 3 reveal a shi�  in the usage 
of electronic communications over time and a shi�  
away from communications with friends and rela-
tives in Haiti. 

Correlation analysis of the overall age and dura-
tion of the number of years in the USA supports the 
descriptive analysis � ndings. 

Duration of the stay in the USA has relatively 
strong (.234), statistically signi� cant, positive cor-
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relation with the usage of e-mail in the USA, and 
weak, statistically not signi� cant, negative correla-
tion with e-mail usage in Haiti. In addition, the re-
lationship between the duration of the stay in the 
USA and the use of social networks in the USA and 
twitter social media preference to contact friends in 
Haiti has a weak negative correlation.

� e overall age of the participants had a relative-
ly strong (.236), statistically signi� cant correlation 
with the usage of the e-mail to contact friends in the 
USA, as well as a negative strong (-.474, -.522, -.575) 
statistically signi� cant correlation with the usage of 
e-mail in Haiti, text preference to contact friends in 
Haiti by texting, and usage of twitter social media 
preference to contact friends in Haiti. � e results 
of the SPSS procedures are given in the appendix B.

DISCUSSION

In this paper we use patterns of usage of elec-
tronic communications as one measure of accul-
turation for Haitian immigrants. We hypothesized 
that the usage of various modes of communication 

would increase with an increase in residence dura-
tion and that there would be a positive shi�  toward 
communication with friends and family in the Unit-
ed States and a decrease in such communication 
with family and friends in Haiti. 

Our results showed that cell phones were the 
most utilized form of electronic communication 
and that there was an increase in the cell phone us-
age for voice calling with residence duration in the 
United States. We did not see a similar trend for 
text messaging. In fact, text messaging was used to 
a great extent by newly arrived immigrants and was 
their primary form of electronic communication. 
� e use of Twitter and Skype also increased with an 
increase in residence duration, although these com-
munication modes are utilized less frequently than 
cell phones. 

Communication with friends and family in Haiti 
declined signi� cantly over time for almost all modes 
of electronic communication. For individuals who 
had been in the U.S. for more than 15 years, the use 
of electronic communications to correspond with 
friends and family in Haiti was negligible.

APPENDICES:

Appendix A:

Communicati on medium
Recent immigrants
(<5 years in U.S.)

Longer-term residents
(>15 years in U.S.)

P value

Text messaging 1.38 1.85 0.15
Mobile phone voice 2.08 1.2 0.0003 **
e-mail 2.85 2.9 0.91
Social media 3.15 2.55 0.29
Twitt er 3.77 2.40 0.02 **
Skype 5.00 4.20 0.02 **

Table 1. Relati onship between durati on of residence in the United States and the degree of usage of electronic 
communicati ons for younger individuals (15 to 35 years old).Signifi cance indicated with “**”.

Communicati on medium
Communicati ons to friends and family 

in U.S.
Communicati ons to friends and family 

in Haiti 
Text messaging 0.04 -0.53**
Cell phone 0.30** -0.50**
e-mail 0.06 -0.45**
Social media (e.g., Facebook) 0.22 -0.65**
Twitt er 0.38** -0.58**
Skype 0.28** -0.29**

Table 2. Correlati on between residence in U.S. and use of electronic communicati ons to communicate with friends and 
family in the U.S. and Haiti . Sample size = 49; correlati on coeffi  cients of 0.276 and higher are stati sti cally signifi cant at 
p=0.05 for two-tailed comparisons and are marked with “**”. Positi ve correlati on values indicate that usage increases 
with residency while negati ve values indicate a decrease in usage.
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Communicati on medium
Recent immigrants
(<5 years in U.S.)

Longer-term residents
(>15 years in U.S.)

P value

Text messaging 3.62 5 0.03 **

Mobile phone voice 3.77 5 0.0004 **

e-mail 3.92 5 0.03 **

Social media 3.15 5 0.0007 **

Twitt er 3.62 5 0.004 **

Skype 4.85 5 0.17

Table 3.Relati onship between durati on of residents in the United States and the degree of usage of electronic commu-
nicati ons with family or friends in Haiti . Signifi cance indicated with “**”.

Appendix B:

H1:
� ere is a positive relationship between duration of residence in the United States and the degree of usage 
of electronic communications with family and friends in the United States. 

Q3 – duration of residence in the USA, Q4 – age, Q5 – e-mail usage in USA, Q7 – texting in the USA, 
Q9- access to social networks in the USA

Descripti ve Stati sti cs
Mean Std. Deviati on N

Q3 3.13 1.135 103
Q5 3.34 1.718 103
Q7 1.97 1.472 103
Q9 2.87 1.851 103

Correlati ons
Q3 Q5 Q7 Q9

Q3
Pearson Correlati on 1 .234* .073 -.184

Sig. (2-tailed) .017 .466 .063
N 103 103 103 103

Q5
Pearson Correlati on .234* 1 .229* .208*

Sig. (2-tailed) .017 .020 .035
N 103 103 103 103

Q7
Pearson Correlati on .073 .229* 1 .258**

Sig. (2-tailed) .466 .020 .009
N 103 103 103 103

Q9
Pearson Correlati on -.184 .208* .258** 1

Sig. (2-tailed) .063 .035 .009
N 103 103 103 103

*. Correlati on is signifi cant at the 0.05 level (2-tailed).
**. Correlati on is signifi cant at the 0.01 level (2-tailed).
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H2:
Descripti ve Stati sti cs

Mean Std. Deviati on N
Q3 3.13 1.135 103
Q5 3.74 1.698 103
Q8 3.73 1.579 103

Q10 3.51 1.782 103

Correlati ons
Q3 Q5 Q8 Q10

Q3
Pearson Correlati on 1 -.130 .173 -.032

Sig. (2-tailed) .190 .081 .745
N 103 103 103 103

Q5
Pearson Correlati on -.130 1 .577** .690**

Sig. (2-tailed) .190 .000 .000
N 103 103 103 103

Q8
Pearson Correlati on .173 .577** 1 .754**

Sig. (2-tailed) .081 .000 .000
N 103 103 103 103

Q10
Pearson Correlati on -.032 .690** .754** 1

Sig. (2-tailed) .745 .000 .000
N 103 103 103 103

**. Correlati on is signifi cant at the 0.01 level (2-tailed).

H3:
Descripti ve Stati sti cs

Mean Std. Deviati on N
Q4 2.67 1.464 101
Q5 3.34 1.718 103
Q7 1.97 1.472 103
Q9 2.87 1.851 103

Correlati ons
Q4 Q5 Q7 Q9

Q4
Pearson Correlati on 1 .236* .100 -.129

Sig. (2-tailed) .018 .319 .198
N 101 101 101 101

Q5
Pearson Correlati on .236* 1 .229* .208*

Sig. (2-tailed) .018 .020 .035
N 101 103 103 103

Q7
Pearson Correlati on .100 .229* 1 .258**

Sig. (2-tailed) .319 .020 .009
N 101 103 103 103

Q9
Pearson Correlati on -.129 .208* .258** 1

Sig. (2-tailed) .198 .035 .009
N 101 103 103 103

*. Correlati on is signifi cant at the 0.05 level (2-tailed).
**. Correlati on is signifi cant at the 0.01 level (2-tailed).

H4:
Descripti ve Stati sti cs

Mean Std. Deviati on N
Q4 2.67 1.464 101
Q5 3.74 1.698 103
Q8 3.73 1.579 103

Q10 3.51 1.782 103

SINGIDUNUM J 2013   10 (2)  53-63
Đokić B. et al.  A study of Haitian immigrant's assimilation



61

Correlati ons
Q4 Q5 Q8 Q10

Q4
Pearson Correlati on 1 -.474** -.522** -.575**

Sig. (2-tailed) .000 .000 .000
N 101 101 101 101

Q5
Pearson Correlati on -.474** 1 .577** .690**

Sig. (2-tailed) .000 .000 .000
N 101 103 103 103

Q8
Pearson Correlati on -.522** .577** 1 .754**

Sig. (2-tailed) .000 .000 .000
N 101 103 103 103

Q10
Pearson Correlati on -.575** .690** .754** 1

Sig. (2-tailed) .000 .000 .000
N 101 103 103 103

**. Correlati on is signifi cant at the 0.01 level (2-tailed).

H5:
Descripti ve Stati sti cs

Mean Std. Deviati on N
Q3 3.13 1.135 103
Q4 2.67 1.464 101
Q5 3.34 1.718 103
Q5 3.74 1.698 103
Q7 1.97 1.472 103
Q8 3.73 1.579 103
Q9 2.87 1.851 103

Q10 3.51 1.782 103

Correlati ons
Q3 Q4 Q5 Q5 Q7 Q8 Q9 Q10

Q3
Pearson Correlati on 1 .282** .234* -.130 .073 .173 -.184 -.032

Sig. (2-tailed) .004 .017 .190 .466 .081 .063 .745
N 103 101 103 103 103 103 103 103

Q4
Pearson Correlati on .282** 1 .236* -.474** .100 -.522** -.129 -.575**

Sig. (2-tailed) .004 .018 .000 .319 .000 .198 .000
N 101 101 101 101 101 101 101 101

Q5
Pearson Correlati on .234* .236* 1 -.265** .229* .078 .208* -.208*

Sig. (2-tailed) .017 .018 .007 .020 .435 .035 .035
N 103 101 103 103 103 103 103 103

Q5
Pearson Correlati on -.130 -.474** -.265** 1 .154 .577** .420** .690**

Sig. (2-tailed) .190 .000 .007 .121 .000 .000 .000
N 103 101 103 103 103 103 103 103

Q7
Pearson Correlati on .073 .100 .229* .154 1 .195* .258** .163

Sig. (2-tailed) .466 .319 .020 .121 .049 .009 .100
N 103 101 103 103 103 103 103 103

Q8
Pearson Correlati on .173 -.522** .078 .577** .195* 1 .458** .754**

Sig. (2-tailed) .081 .000 .435 .000 .049 .000 .000
N 103 101 103 103 103 103 103 103

Q9
Pearson Correlati on -.184 -.129 .208* .420** .258** .458** 1 .546**

Sig. (2-tailed) .063 .198 .035 .000 .009 .000 .000
N 103 101 103 103 103 103 103 103

Q10
Pearson Correlati on -.032 -.575** -.208* .690** .163 .754** .546** 1

Sig. (2-tailed) .745 .000 .035 .000 .100 .000 .000
N 103 101 103 103 103 103 103 103

**. Correlati on is signifi cant at the 0.01 level (2-tailed).
*. Correlati on is signifi cant at the 0.05 level (2-tailed).
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PROUČAVANJE ASIMILACIJE IMIGRANATA SA HAITIJA NA ZAPADNJAČKU PRAKSU 
KORIŠĆENJA TELEFONSKIH I INTERNET TEHNOLOGIJA

Rezime: 
Studija ispituje odnose između korišćenja tehnologije u održavanju veza i 
očuvanja kulture zemlje porekla tokom prilagođavanja i integrisanja u kulturu 
zemlje domaćina.
Kroz upitnik autori istražuju na koji način se imigranti iz Haitija (koji žive u 
Južnoj Floridi sa različitim nivoima kontakata sa svojom zemljom) uključuju u 
društveni život zemlje u koju dolaze, istražujući sve važnije iskustvo savremenih 
migranata u svetu. 
Imigracija se sastoji od individualnih iskustava uključivanja u društvo i formiranja 
savremenog multinacionalnog društva, gde i imigranti i građani zemlje domaćina 
žive u zajednici u pozitivnom okruženju. U ovoj studiji, izveštava se o početnim 
zaključcima i suštini problema na osnovu ankete sprovedene među imigranatima 
iz Haitija u oblasti Južne Floride, istovremeno istraživajući odnose obima elek-
tronske komunikacije i nivoa integrisanja u glavne tokove kulture SAD. Brojna 
istraživanja su posvećena razumevanju imigracije, uključivanju i adaptaciji 
odraslih, ali je mnogo manje radova posvećeno tom fenomenu u Haićanskoj 
populaciji u vezi sa korišćenjem tehnologije u održavanju veza sa familijama u 
inostranstvu dok se istovremeno u potpunosti adaptiraju na zemlju domaćina, 
zadržavajući oba identiteta. Drugim rečima do koje mere, Haićani koji žele da 
imaju kontakte sa Američkom kulturom, dok u isto veme zadržavaju njihove 
kulturne karakteristike, čine to koristeći Internet i ostale načine savremene 
elektronske komunikacije. 
Cilj ove studije je da istraži korelaciju između procesa integracije u kulturu i stepen 
korišćenja interneta kao i telefonskih komunikacionih veza među Haićaima koji 
žive u Južnoj Floridi. Internet i telefon su potreba koji postaju glavno oruđe kako 
bi čovek upoznao okruženje, za održavanje već postojećih kontakata ali isto tako 
i za organizaciju sopstvenog života. Ovo se posebno odnosi na imigrante koji se 
često oslanjaju na nove i stare društvene mreže kako bi se prilagodili zemlji u 
koju dolaze. Ova studija istražuje pet dobro poznatih mera odnosno indikatora 
procesa akulturacije a to su poznavanje jezika, korišćenje jezika, dužina boravka 
u zemlji u koju dolaze, starost i kontakti sa sličnim društvenim grupama. Ovde 
se takođe istražuju prednosti korišćenja interneta i sličnih programa, kako bi se 
kontaktirali prijatelji i rođaci kako na Haitiju tako i u Americi putem e-mail-a, 
tekstualnih poruka i društvenih mreža.
U našoj studiji, imigranti sa Haitija koji se smatraju visoko integrisanim ljudima 
su mlađi ljudi, oni koji tu žive duže vreme, koji dobro poznaju i kreolski i engleski 
jezik, koji govore sa prijateljima i rođacima na oba jezika i koji provode svoje 
slobodno vreme kako sa amerikancima tako sa drugim Haićanima. 

Ključne reči: 

kulturna integracija, 
imigrant, 
komunikacijske tehnologije, 
internet, 
telefonske tehnologije, 
korelacija.
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Tables and � gures and/or schemes should not be embedded in the manuscript but their position 
in the text indicated. In manuscript tables and � gures should follow the text, each on a separate page.

6. TABLES

Authors should use tables to achieve concise presentation or where the information cannot be given 
satisfactorily in other ways. Tables should be prepared with the aid of the Word table function, without 
vertical lines. � e minimum size of the font in the tables should be 10 pt. Tables should not be incorporated 
as graphical objects. Styles and fonts should match those in the main body of the article. Tables should 
follow the text on the end of the manuscript and should be numbered consecutively using Arabic numbers 
and their position in the text should be indicated. Each table should have an explanatory caption which 
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7. FIGURES

Authors may use line diagrams to illustrate theses from their text. � e � gures should be clear, easy to 
read and of good quality. Styles and fonts should match those in the main body of the article. Lettering 
and lines should be of uniform density and the lines unbroken. Axis labels should be in bold face. Units 
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