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ACCOUNTING HISTORY IN 18TH CENTURY PORTUGAL: THE
ROLE PLAYED BY THE ENTREPRENEUR JOSE FRANCISCO DA
CRUZ

Miguel Goncalves
Polytechnic University of Coimbra, Portugal
mgoncalves@iscac.pt

ABSTRACT

The paper introduces José Francisco da Cruz (1717-1768), the first general treasurer of the
Portuguese Royal Treasury (1761). A businessman from Lisbon, shareholder in the three
largest monopolist trade companies of the time, this accounting technocrat made a decisive
contribution for the transfer and spread of double entry bookkeeping (DEB) in eighteenth
century Portugal. The article is intended as a study that explores which social and political
agents were involved in the emergence and development of DEB in Portugal. The main
contribution of the paper has to do with the systematisation of José Francisco da Cruz’s
biographic features and professional traces as an attempt to place on Portuguese accounting
history research agenda the study of individuals who were instrumental in initiating the process
of accounting’s social recognition. The paper examines José Francisco da Cruz’s profile, his
career and his relations with Portugal’s Chief Minister. More particularly, we outline the role
of José Francisco da Cruz in the development and application of DEB in the Portuguese
context: on the one hand, due to his managerial positions in the Royal Treasury and in two
monopolist overseas trading companies concerning Colonial Brazil, Company of Grao-Para
and Maranhdo and Company of Pernambuco and Paraiba, organizations where DEB was
compulsory by means of their statutes; and, on the other hand, due to his political contribution
for the establishment of the Portuguese School of Commerce (1759) as Provedor [President]
of the Board of Trade.

Keywords: Portugal, Eighteenth Century, Double Entry Bookkeeping, José Francisco da Cruz,
Portuguese Royal Treasury

1. INTRODUCTION

In 1761 a new accounting method was implemented in Portugal’s public finances; the double
entry bookkeeping (DEB) system. By means of the Letter of Law of 22 December 1761, it was
created the Royal Treasury, the first central government organization in Portugal to adopt DEB
(Gomes, 2007; Gomes et al., 2008). In 2007 special attention was devoted by Gomes to the
roles played at the Royal Treasury by key individuals in the process of transferring DEB from
the private to the public sector in eighteenth century Portugal, namely its general inspector,
Sebastido José de Carvalho e Melo! (see Gomes, 2007, pp. 114-125), and its clerk of the general
treasurer, Jodo Henrique de Sousa (see Gomes, 2007, p. 153, p. 156, pp. 222-223, p. 247).
Notwithstanding, besides Pombal and Jodo Henrique de Sousa (for a profound and interpretive
vision of Sousa’s bio and bibliographic details see Rodrigues & Craig, 2009, 2010), there were
in Portugal other protagonists of accounting change who as well performed important roles
regarding the transfer of accounting expertise from the private to the public sector. Accordingly,
this is the main objective of the paper: the characterization of individualities who, together with
Pombal and Jodo Henrique de Sousa, have contributed to the implementation of the DEB
system in the Royal Treasury and other organizations in eighteenth century Portugal.

1 As usual we shall frequently refer to Sebastido José de Carvalho e Melo as Conde de Oeiras [Count of Oeiras] (1759) or as
Marqués de Pombal [Marquis of Pombal] (1770), or simply Pombal, although those designations may not always correspond
to the time in his life when he indeed owned these noble titles (Goncgalves, 2011, p. 117). Pombal was a member of Portugal’s
government since 1750, becoming Portugal’s Chief Minister in 1756 (until 1777).
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This investigation has as background the second half of the eighteenth century, as this period is
marked in Portugal by the existence of a series of events which permitted great accounting
development, for example: the foundation of the Company of Grdo—Para and Maranhdo, in
1755 (Carreira, 1983; Marcos, 1997; Pinto, 2008, 2009; Pinto & West, 2012; Rodrigues et al.,
2009); the establishment of the Board of Trade, in 1755, with statutes approved in 1756 (Faria,
2008; Marcos, 1997); the foundation of the Company of Agriculture and Upper Douro
Vineyards, in 1756 (Oliveira, 2008, 2009; Oliveira, 2009, 2010); the re-establishment of the
Royal Silk Factory, in 1757 (Carvalho et al., 2007); the establishment of the Company of
Pernambuco and Paraiba, in 1759 (Carreira, 1983; Junior, 2004; Marcos, 1997; Rodrigues &
Sangster, 2012); and the institution of the Portuguese School of Commerce, in 1759 (Cardoso,
1984; Ferreira et al., 1995; Rodrigues & Craig, 2004; Rodrigues et al., 2003, 2004; Santana,
1985), the most paradigmatic event for the time. As pointed out by Faria (2011, p. 139), “the
interest in the eighteenth century could be explained by the fact that it is where the roots of the
Portuguese accounting lies”. Concerning the research method, it was used the technique known
in literature as analysis of texts and documents (Carnegie & Napier, 1996). Likewise recent
Portuguese studies published in international journals (see, for all, Rodrigues & Sangster,
2012), our sources include archival data accessed in Lisbon at the Arquivo Nacional da Torre
do Tombo [National Archive of Torre do Tombo; hereafter ANTT] and Biblioteca Nacional de
Portugal [National Library of Portugal]), and also contemplate, following the track of
Rodrigues et al. (2004, p. 55), “the text of decrees issued by [the government of Portugal], and
a wide range of scholarly literature in several languages (principally Portuguese but also
including English [...])”. The motivation of this paper is related to the fact that it is believed
that the analysis and interpretation of the biographic profiles of the eighteenth century
Portuguese businessmen can be of great use to the history of accounting in Portugal, especially
in terms of unveiling their roles in DEB’s implementation. The remainder of the paper is
organized as follows. Section 2 presents a review about biographic studies about accounting
persons relevant to the development of accounting. Section 3 gives an overview of the
Portuguese political, social, and legal context (1750-1761). Section 4 outlines the main
biographic features of José Francisco da Cruz showing some examples of his professional
experience linked to Pombal’s institutions. Section 5 highlights the personal relations
established between Cruz and Pombal. Section 6 presents the discussion. The final section
contains the conclusion, the limitations of the work and a call for further research.

2. LITERATURE REVIEW

This presentation is expected to prompt the realization in Portugal of more biographic works
that can highlight the pioneering role played by some agents in the emergence and development
of accounting. In this sense, in what relates to this particular area of historical investigation, the
biographies (Carnegie & Napier, 2006, pp. 21-22; Gomes & Rodrigues, 2009, p. 225; Previts
etal., 1990, pp. 137-139), the following works must be underlined: (1) Carqueja (2010), Gomes
(2007), Rodrigues and Craig (2009, 2010), Rodrigues et al. (2010), Santana (1974); (2) Sousa
(1999); (3) Carqueja (2002); (4) Carqueja (2002a), Ferreira (2006), Ferreira (2000), Guimarées
(2005, 2007); (5) Caiado (2006); (6) Gomes (2007), Gomes et al. (2008); (7) Tavares (2008);
(8) Rodrigues and Craig (2009, 2010), Santana (1974); (9) Pinto (2009); (10) Guimarées
(2009); (11) Guimaraes (2010); (12) Guimaraes (2010a); and (13) Rodrigues (2011). The
preceding authors have examined the life itineraries and biographic details of several
Portuguese personalities that helped the social recognition and dignifying of accounting in
Portugal, namely: (1) Jodo Henrique de Sousa (accounting professor and clerk of the general
treasurer of the Royal Treasury, as mentioned); (2) Martim Noel Monteiro (accounting
professor); (3) Rodrigo Afonso Pequito (accounting professor); (4) Goncalves da Silva
(accounting professor); (5) Cabral de Mendonca (author of an eighteenth century accounting
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book); (6) Marquis of Pombal (Portugal’s Chief Minister); (7) Lopes Amorim (accounting
professor); (8) Albert Jacquéri de Sales (accounting professor); (9) José Antonio Sarmento
(accounting professor); (10) Camilo Cimourdain de Oliveira (accounting professor); (11) Lopes
de Sa (Portuguese-Brazilian accounting professor); (12) Rogério Fernandes Ferreira
(accounting professor); and (13) the officers of the Royal Treasury, 1762. This work is an
attempt to follow through these researches, being important to stress that José Francisco da
Cruz (hereafter sometimes referred to as ‘Cruz’) is an unexplored theme in accounting history
literature. In fact, literature does not contain in-depth studies on Cruz and his involvement in
the process of development of accounting in Portugal. Therefore, this article seeks to assist the
process of filling this void by demonstrating the key role performed by Cruz in this matter.

3. THE POLITICAL, SOCIAL, AND LEGAL CONTEXT IN PORTUGAL (1750-1761)
In 1750 King D. José 1, succeeding his father King D. Jodo V, formed a government based as
well on three Secretaries of State: (i) Internal Affairs of the Kingdom; (ii) Navy and Overseas
Dominions; and (iii) Foreign Affairs and War. The first one was entrusted to Priest Pedro da
Mota e Silva (he transitioned from the previous cabinet of D. Jodo V), the second committed to
Diogo de Mendonga Corte-Real, and the last assigned to Pombal, one of the most emblematic
personalities ever in the political and social history of Portugal. The earthquake in Portugal on
1 November 1755 granted Pombal the hegemony and political preference in the government of
D. José I, due to his constant presence near the king in such a difficult and tragic situation. With
the death of Pedro da Mota e Silva “which occurred few days before the earthquake” (Correia,
1931, p. 5), followed in 1756 by the imprisonment of Diogo de Mendonca Corte-Real for
political reasons (Serrdo, 1982, p. 74), Pombal gradually concentrated upon himself the powers
of the other two Secretaries of State, assuming in that year functions of a true Chief Minister.
In the beginning of the 1760s the conflicts of the pombaline cabinet with the three arms of the
state were thought to be resolved: with the people, due to the death sentences to those involved
in the protest action in February 1757, in Oporto, against the privileges of the Company of
Agriculture and Upper Douro Vineyards; with the nobility, due to the execution of some
members of the Tavora, Aveiro and Atouguia families, in January 1759; and with the clergy,
through the expelling of the Jesuits in September 1759. It is within this political and social
context that the observation of Rodrigues (2000, p. 375) should be understood: “at the end of
the 1750s, with the internal opposition brutally crushed, Carvalho e Melo [Pombal] will have
time to make the changes in the administrative apparatus of the country”. One last note to
mention that in December 1761, date of the Letter of Law which constituted the Royal Treasury,
the ministerial cabinet of D. José | included the usual three Secretaries of State: (i) Internal
Affairs of the Kingdom, headed by the Count of Oeiras (Pombal); (ii) Navy and Overseas
Dominions, with Secretary of State being Francisco Xavier de Mendonga Furtado, Pombal’s
brother?; and (iii) Foreign Affairs and War, a department entrusted to D. Luis da Cunha Manuel,
nephew of the diplomat with the same name D. Luis da Cunha (1662-1749), one of Pombal’s
protectors in the reign of D. Jodo V. With the official recognition of the Royal Treasury, in
substitution of the Casa dos Contos [Customs House], promulgated by the Letter of Law of 22
December 1761, the government of Pombal tried to control and make more efficient the
collection of public taxes (Rodrigues, 2000). The Customs House would engage as far as to the
control of the received revenues and the paid expenditures made by the fiscal agents, whereas
the Royal Treasury (1761) was to be the only receiver and payer of money in an attempt to
improve the control of public accounts and to reduce fraud.

2 As argued by Monteiro (2011, p. 151), up to the nineteenth century the cases of brothers not using the same surname were
frequent in Portugal.



106 International Scientific Conference on Economic and Social Development — Online Conference, 26 January, 2024

Rodrigues (2011, p. 62) states that “contrary to what was happening at the Customs House
where single entry bookkeeping was used, the Royal Treasury uses double entry bookkeeping,
a more sophisticated technique for accountability purposes and respective transparency”. In
order to achieve these objectives, DEB was seen as a means to legitimate the new organization,
as it was considered to be the best method for the management of public accounts (Gomes,
2007, p. 94, p. 158, p. 172, p. 241).

4. JOSE FRANCISCO DA CRUZ (1717-1768)3: BIOGRAPHIC FEATURES AND
PROFESSIONAL EXPERIENCE

Following Pombal, who was appointed general inspector of the Royal Treasury, the second
most important officer was the general treasurer (Rodrigues & Craig, 2010, p. 49). The position
was of great importance and an individuality belonging to the entrepreneurial group close to
Pombal was chosen for it — José Francisco da Cruz. A businessman from Lisbon, coming from
the very close to Pombal familia dos Cruzes [Cruzes family], Cruz was the second of four
brothers who usually get along in private terms with Pombal: Priest Antdnio José (1715-1782);
José Francisco (1717-1768); Joaquim Inacio (1725-1781); and Anselmo José (1728-1802).
After having emigrated to Brazil (Bahia) for 12 years from February 1735 to February 1747
(Lisboa, 2009, p. 25), he returned to the metropolis, gaining the trust of Pombal maybe through
the influence of his older brother, the Priest Ant6nio José da Cruz who, in his turn, as admitted
by Ratton (1992, p. 193), may have been behind the political rise of Pombal in 1750. Cruz
became part of the entourage which Pombal selected, protected and kept close to himself while
in power, especially after 1756. Pedreira (1995, p. 460) argues that an analysis of Pombal’s
private letters sent to Manuel Teles da Silva, a friend from the time he was the Portuguese
ambassador in the Austrian court (in Vienna, 1745-1749), permit to conclude that “Pombal had
as goal to form a solid group of merchants [italic added] which, through investment in
monopolist trading companies that he organized and through their own individual actions, were
able to sustain his project of nationalization of Portugal’s foreign trade and the reorganization
of public finances as well”. It is not risky to claim that one of these solid merchants was in fact
Joseé Francisco da Cruz. As a businessman from Lisbon and a prestigious merchant, he was
familiar with the DEB technique. Cruz was one of the proponents of the statutes of the School
of Commerce in 1759 (see statutes of the School of Commerce), institution where DEB was
obligatory taught (paragraph 15 of the statutes of the School of Commerce). Moreover, “he
contributed with his work and his own funds for the foundation of the School [of Commerce]”
(Castilho, 1956, p. 11). Table 1 shows some of the positions he occupied until his death in May
1768, at the age of 50.

Table following on the next page

3 From the set of literature written on Cruz, only Lisboa (2009, p. 18) indicates his life period: 16 September 1717 to 16 May
1768.
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ORGANIZATION (YEAR)

ACTIVITY OR POSITION

SOURCES NOTES

Depésito Publico (1751) [Public Deposit]. Guardian
of movable goods and voluntary funds of individuals.

Involved in its creation

Gomes (2007, p. 152); see also Rodrigues and Craig
(2009, p. 387) and Rodrigues et al. (2009, p. 431)

Mesa do Bem Comum (prior to 1755) [Board of the  Deputy (Director) Pedreira (1995, p. 155)
Common Good]. Ako known as The Board of
Businessmen, the Board of The Common Good had
connections to the Confraria do Espirito Santo da
Pedreira [Brotherhood of Espirito Santo da Pedreira].
The Board of the Common Good consisted in a
corporate institution representative of Lisbon’s mercantile
elite, being extincted on 30 September 1755 in order to
be replaced on the same date by the Junta do
Comércio [Board of Trade].
Companhia Geral do Grao-Para e Maranhdo (1755)  Proponent of the statutes Statutes of the Company of Gréo-Para and Maranhdo
[Company of Grao-Paréa and Maranhao]
Shareholder (23 shares) Pedreira (1995, p. 164)
Deputy of the first Board of Marcos (1997, p. 700) To be eligible for the position of Deputy one must hold at least
Directors (1755) 10 shares (see § 2 of the statutes of the Company)
President of the second Board ~Marcos (1997, pp. 708-709) To be eligible for the position of President one must hold at least
of Directors (1760) 10 shares (see § 3 of the statutes of the Company)
Junta do Comércio (1755) [Board of Trade] Deputy (Director) Rodrigues and Craig (2010, p. 55)
President Ratton (1813, p. 247); see ako Madureira (1997, p.
614)
Donativo dos 4% (1756) [Donation of the four Involved in its creation Decree of 2 January 1756

percent]. An offer made by 46 merchants of four percent
of the entry rights of the imported goods to finance the re-
building of the Customs Lisbon House, which in 1755
was destroyed by the earthquake.

Companhia Geral da Agricultura das Vinhas do Alto
Douro (1756) [Company of Agriculture and Upper
Douro Vineyards]

Shareholder (10 shares, in
1767)

Lishoa (2009, p. 88)

Real Fabrica das Sedas (1757) [Royal Silk Factory]

Deputy (Director)

Decree of 6 August 1757

Aula do Comércio (1759) [Portuguese School of
Commerce]

Proponent of the statutes

Responsible, with the provision
of founds, for the foundation of
the French School (1761) in the
School of Commerce

Statutes of the Portuguese School of Commerce

Teles (1768)

Companhia Geral de Pernambuco e Paraiba (1759)
[Company of Pernambuco and Paraiba]

Shareholder (107 shares, in
1762)

Vice-President of the first Board
of Directors (1760)

Pedreira (1995, p. 164); see also Janior (2004, p. 94)
Marcos (1997, p. 735) To be eligible for the position of Vice-President one must hold at

least 10 shares (see § 3 of the statutes of the Company)

Contrato dos Diamantes

Contract]

(1761) [Diamonds

Administrator (until his death)

Rodrigues (1982, p. 224); see also Lisboa (2009, p.
88)

Real Colégio dos Nobres (1761) [Royal College of  Superintendent Castilho (1956, p. 15)

Nobles; inaugurated in 1766]

Junta do Provimento Geral das Tropas (1762) President Teles (1768)

[Board for Supplying Provisions to the Troops].

Provisions supplied to the Portuguese Army fighting in the

Seven Years War.

Conselho da Fazenda (1763) [Treasury Council] Regular advisor National Archive of Torre do Tombo (ANTT) -
Chancellery of D. José I, book 86, sheet 313

Alfandega de Lisboa (1763) [Lisbon Customs House] ~ Administrator Macedo (1951, p. 143); see also Maxwell (2004, p.

96) and Ratton (1813, p. 344)

Alfandegas do Reino (not available) [Customs of the
Kingdom]

Feitor-Mor  (President) of all
Customs

Lishoa (2009, p. 87)

Obras Piblicas da Cidade de Lisboa (not availahle) Fiscal officer Lishoa (2009, p. 88)
Public Construction Lisbon Office]

Real Fabrica de Lanfficios da Covilhé (1764) [Royal Director Castilho (1956, p. 11)
Wool Factory of Covilha]

Real Fabrica de Lanfficios de Pombal (1764) [Royal Director Castilho (1956, p. 11)

Wool Factory of Pombal]

Table 1 Positions held by José Francisco da Cruz after his return from Brazil in 1747

In addition to being highly respected by other businessmen (Gramoza, 1882, p. 126), in the
beginning of 1762 Cruz held the office of general treasurer of the Royal Treasury, as
acknowledged earlier, and was, at the same time, Provedor [President] of the second Board of
Directors of the Company of Grao—Para and Maranhdo (since January 1760) (Marcos, 1997,
pp. 708-709), and Vice—Provedor [Vice—President] of the first Board of Directors of the
Company of Pernambuco and Paraiba (since January 1762) (Marcos, 1997, p. 735).
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Furthermore, Cruz was in 1762 the largest Portuguese shareholder of the Company of
Pernambuco and Paraiba, amounting to a total of 107 shares (3,14% of the capital stock) (Junior,
2004, p. 94). As importantly, as Table 1 shows, Cruz was also a shareholder of the Company
of Agriculture and Upper Douro Vineyards (Lisboa, 2009, p. 88). This circumstance made him
an investor in the three biggest chartered trading companies established in the reign of D. José
| (1750-1777). The plutocrat José Francisco da Cruz was also engaged in the tobacco business
through a firm he established in Brazil, in Bahia. As Pedreira (1995, pp. 235-236) describes,
Cruz “set off across the sea to Bahia [in 1735] where he began to work in a tobacco storehouse
until he ventured into wholesale [...] [and when he returned to Lisbon] became the leading
figure of the trade body assuming multiple institutional responsibilities”. In Portugal, the
tobacco import business was assigned to a monopolist contractor in the form of a rent for a
given period, normally for three years. The Cruzes family was the trustee of what was
considered to be the most important monopolist contract of the crown. Therefore, to head the
Royal Treasury, D. José | and Pombal may have foreseen that a merchant with connections to
the tobacco business would be an added value in terms of knowledge and control of its taxes,
more so at a time when smuggling was reaching high proportions. After all, the Treasury’s
incomes in 1762-1776 indicate that tobacco’s taxes (17%) was the second highest source of
revenues, behind Customs and Consulates’ taxes (24,15%) (Tomaz, 1988, p. 376).

5. JOSE FRANCISCO DA CRUZ AND POMBAL: PERSONAL RELATIONS

Some reports of friendship between Cruz and Pombal indicate that they were very close. For
example, Cruz’s two older children and Pombal’s youngest son were three of the 24 students
assisting the opening ceremony of the Royal College of Nobles in Lisbon, on 19 March 1766,
which they were to frequent from its first year (Carvalho, 1959, pp. 181-183). Azevedo (1893,
p. 49) goes further to state that Pombal and Cruz were, in several meetings held to that end, the
authors of the final draft of the 55 chapters of the statutes of the Company of Grdo—Para and
Maranh&o, confirmed by Royal Decree issued on 7 June 1755. Maxwell (2004, p. 109) also
informs that “the typical assistant of the prime-minister [Pombal], José Francisco da Cruz”,
helped him to write the statutes of the Company of Grado—Pard and Maranhdo in 1755. In this
firm, Cruz was elected President of the second Board of Directors in January 1760 (Marcos,
1997, pp. 708-709). It is believed that one of the 55 votes he received (Marcos, 1997, p. 708)
might have been Marquis of Pombal’s vote, as the Secretary of State in 1757 had subscribed
and paid six shares which he held until 1764, when he transferred the ownership to his wife, the
Countess of Daun (shares no. 901 to 903, and no. 1099 to 1101; see ANTT, CGGPM, shares
book, book 3rd). The six shares in Pombal’s possession entitled him to have one vote in the
election of the Board of Directors, due to the fact that only shareholders owning at least five
shares could exercise the right to vote* (paragraph 3 of the statutes of the Company of Gréo—
Parda and Maranhdo). Only investors owning 10 shares could be elected for the Board of
Directors of the company (paragraph 2 of the statutes of the Company of Grdo—Para and
Maranh&o), being that Cruz largely fulfilled this requirement (Marcos, 1997, p. 708; see also
Pedreira, 1995, p. 164). Ratton (1813, p. 287) explains that discussions about royal public
finances affairs were taking place at Pombal’s house every Friday morning and that Cruz and
more two or three high-level officials of the public administration were present at those
meetings. Cruz’s profile matched that of an experienced and well-traveled businessman — he
was one of the owners of the Fabrica de Rapé de Lisboa [Tobacco Factory in Lisbon], an
enterprise for industrial processing of imported tobacco (Macedo, 1951, p. 142) —, familiar with
modern accounting techniques and knowledgeable in public administration due to his position
at the Depdsito Publico [Public Deposit] (see Table 1; see also Gomes, 2007, p. 152).

4 The vote was single and secret.
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The circumstance that Cruz was at the time one of the few Portuguese familiar with the DEB
technique is believed to be the reason why he was chosen as Pombal’s man of trust in the Royal
Treasury.

6. DISCUSSION

The article sought to respond to calls by (1) Burchell et al. (1980) to understand which social
and political agents were involved in the emergence and development of accounting, and (2)
Hopwood (1985), to identify the driving political factors of accounting change. This paper’s
primary contribution to the literature has to do with the systematisation of biographic features
and professional traces of a prominent figure linked to the development and expansion of
accounting in eighteenth century Portugal. From 1761 until 1768, for the administration and
accounting of public finances, with the position of general treasurer of the Royal Treasury,
Portugal’s Prime Minister surround himself by the reputable and successful José Francisco da
Cruz, a businessman with international experience in trading companies and also with strong
colonial experience in Portuguese America. Likewise the big merchants of the eighteenth
century (Costa & Olival, 2005; Pedreira, 1992, 1995), Cruz did part of his learning experience
in Brazil (12 years in the Portuguese colony), corresponding his settlement in the court in
Lisbon the culmination of his commercial career. In addition, Cruz presented a relevant
characteristic: practical knowledge of DEB. As Rodrigues and Sangster (2012, p. 1158) stress,
the important merchants from Lisbon at that time were all quite familiar with DEB and
commercial techniques. Together with Pombal (see Gomes, 2007; see also Gomes et al., 2008),
the political responsible for the foundation of the School of Commerce, Jodo Henrique de
Sousa, first accounting professor of the School of Commerce (1759-1762), and Albert Jacquéri
de Sales, second accounting professor of the School of Commerce (1762-1784) (see, for both
professors, in an overall analysis, Rodrigues & Craig, 2009, 2010), three individualities that
scholarly literature has highlighted, namely in issues regarding to state intervention in
commercial (including accounting) education, this study has shown that José Francisco da Cruz
is equally worthy of a prominent place in the history of accounting in Portugal, as he was the
President of the Board of Trade when the Portuguese School of Commerce was created in May
1759. In these public school established in Lisbon by Portugal’s Board of Trade, accounting
was to be taught according to the DEB method.

7. CONCLUSION

This article is an attempt to rescue Cruz from the oblivion in the debates concerning the
emergence of DEB in Portugal. The study is justified by the importance attributed to José
Francisco da Cruz in DEB development in the Portuguese context, due, on the one hand, to his
managerial roles in the Royal Treasury and in two monopolist trade companies (Company of
Grao—Paré and Maranhdo and Company of Pernambuco and Paraiba), organizations where the
use of accounting books under DEB was obligatory since 1755 and 1759, respectively, and, on
the other hand, to his political contribution for the foundation of the Portuguese School of
Commerce in 1759 as President of the Board of Trade, the entity that has served as her
supervisory authority. This work has one limitation which is to be promptly highlighted; it has
to do with the preliminary nature of the study and, consequently, with the choice made in order
to analyse more secondary sources rather than primary ones. The paper makes a call for more
studies on businessmen and other commercial or accounting agents to enhance understanding
of their roles in the process of accounting change during the eighteenth century in Portugal, a
time which, using a metaphor conveniently adapted of Donoso Anes (1996, p. 122)°, may be
considered the Century of Enlightenment of Portuguese accounting.

5 Donoso Anes (1996, p. 122) refers to the sixteenth century and to the Spanish public accounting.
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ABSTRACT

Green logistics represents a crucial approach to achieve sustainable development goals,
particularly in Africa. The current context of Africa is marked by significant sustainable
development challenges, encompassing economic, social, and environmental aspects.
Therefore, optimizing logistical performance can be considered a crucial lever to attain these
sustainable development objectives. In this regard, the present study investigates the link
between logistical performance and sustainable development across 40 African countries over
a 12-year period, spanning from 2007 to 2018. Panel data was utilized to estimate an
econometric model using the E-views software, while considering control variables
encompassing economic and environmental factors. The findings demonstrate that the Logistics
Performance Index (LP1) has a positive and significant impact on the Sustainable Development
Index (SDI). This study suggests that by investing in green logistics practices, African states
could enhance their logistical performance while simultaneously contributing to sustainable
development, aiming to ensure a sustainable future for current and future generations.
Keywords: Africa, Analysis, Development, Logistic, Performance

1. INTRODUCTION

Sustainable development stands as a pivotal issue of our time, intricately linked to
environmental preservation and the economic and social well-being of both current and future
generations. Indeed, sustainable development is a concept aimed at meeting present needs
without compromising the ability of future generations to meet their own needs (Commission
mondiale sur I'environnement et le développement, 1987). It centers on balancing economic,
social, and environmental dimensions, seeking to minimize negative impacts on the
environment while promoting economic performance and social well-being. Consequently,
sustainable development has become a critical concern for numerous countries and
organizations worldwide, owing to the imperative of finding enduring solutions to global
challenges such as climate change, poverty, food security, natural resource management, and
energy. In this context, understanding the impact of various factors on sustainable development,
notably that of logistical performance, is crucial. Logistics represents a key domain for the
efficient management of goods and services flows within the supply chain, playing a significant
role in economic growth and contributing to sustainable development. It is intrinsically linked
to the environment, given that managing these flows involves the mobilization of natural
resources and raw materials. This can result in negative environmental impacts, subsequently
affecting economic and social performance. Faced with these challenges, implementing the
Green logistics approach entails developing sustainable logistical practices that minimize
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negative environmental impacts while maximizing economic and social performance. Hence,
effective logistical performance can contribute to enhancing business efficiency, reducing
production costs, bolstering economic competitiveness, and mitigating environmental impact
(J. Liu et al., 2018; Singh et al., 2022). Considering the specific context of Africa, marked by
significant sustainable development challenges on economic, social, and environmental fronts,
this study aims to investigate the impact of logistical performance on sustainable development.
It relies on a data panel covering the period 2007-2018 for 40 African countries. Our research
hypothesis postulates that logistical performance positively and significantly contributes to
sustainable development in Africa, where sustainable development is a major concern, and
optimizing logistical performance can serve as a lever to achieve sustainable development
goals.

2. LITERATURE REVIEW

Before delving into our model, we provide an overview of the green logistics approach, which
constitutes the central focus of our study. Additionally, we underscore the theoretical linkage
existing between sustainable development and logistical performance.

2.1. Green Logistics, Sustainable Logistics, or Eco-Logistics

Logistics encompasses activities necessary to efficiently plan, implement, and control the flow
of goods, information, and resources from origin to destination. It includes purchasing
management, inventory management, supply chain management, production management, and
warehouse and transportation management (lo Storto & Evangelista, 2023; Mohsin et al.,
2022). Despite being a crucial lever for economic development, logistics faces several
environmental challenges such as air pollution, increased energy consumption, waste
generation, environmental degradation, and contribution to climate change (Maji et al., 2023;
Yingfei et al., 2022). In this context, green logistics, also referred to as sustainable logistics or
eco-logistics, has evolved as an approach aiming to reduce the environmental impact of
logistical operations while enhancing their economic efficiency. Green logistics has been
defined by several researchers as an approach focusing on the design and implementation of
environmentally friendly logistics solutions by reducing greenhouse gas emissions, energy
consumption, waste, and noise pollution (Maji et al., 2023; Mohsin et al., 2022; Yingfei et al.,
2022). Thus, adopting green logistics practices can assist businesses in addressing sustainable
development concerns (Sharma et al., 2023).

2.2. Implementation of Green Logistics

In their study, ( Mohsin et al., 2022, p. 2) approached the definition of green logistics as an
environmentally friendly logistics system and a prerequisite for sustainable supply chain
management. They emphasized that green logistics involves implementing eco-responsible
practices to reduce negative environmental impacts within supply chain management, thereby
contributing to its economic performance. In this regard, researchers have discussed several
approaches and practices for implementing green logistics. (Aldakhil et al., 2018) mentioned
the importance of collaboration among different supply chain actors to achieve green logistics
goals. Moreover, (lo Storto & Evangelista, 2023) affirmed that infrastructure efficiency can
ensure and maintain the competitiveness of logistical systems. Their study offers several
suggestions to policymakers to integrate environmental sustainability issues into defining
policy measures aimed at improving freight transport and logistics performance at the national
level. The study of (Yingfei et al., 2022) study also highlights the importance of transport
infrastructure and technology use to improve logistical environmental performance. The
authors emphasized the importance of efficient use of information technologies to reduce
transport and trade costs and boost the international trade system.
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Additionally, (C. Liu & Ma, 2022) mentioned that Industry 4.0 and Internet of Things
technologies are key elements for implementing green logistics and supply chain systems.
Indeed, their usage helps improve the efficiency and environmental sustainability of logistical
operations, thus contributing to sustainable development. Finally, the study by (Sharma et al.,
2023) highlights the importance of institutional pressures to encourage the adoption of
sustainable green logistics practices. The authors also emphasize the significance of logistical
chain flexibility to allow the adoption of new sustainable practices.

2.3. Sustainable Development and Logistical Performance

In the literature, several research works suggest that logistical performance can be enhanced
through the implementation of sustainable logistics practices, contributing to sustainable
development. Indeed, (Gu et al., 2022) demonstrated that managing green logistics can
stimulate sustainable economic growth. Furthermore, research by (Singh et al., 2022)
highlighted that sustainable logistical operations can improve both economic and
environmental performance. The study suggests the need to enhance logistical performance to
avoid negatively impacting the global economy. Research by (Karaduman et al., 2020) showed
that green logistics can contribute to reducing greenhouse gas emissions and preserving natural
resources. Moreover, research by (Aldakhil et al., 2018) emphasized the determinants of green
logistics, including innovation, regulation, and transport costs, suggesting that logistical
performance can significantly impact sustainable development by promoting the adoption of
sustainable practices and fostering innovation to reduce the negative impact of logistical
activities on the environment. While the reviewed references primarily address the
environmental and economic dimensions of logistical performance, some also mention the
social dimension, highlighting the importance of considering the social impacts of logistical
activities to ensure overall sustainable performance. For example, the study by (Singh et al.,
2022) suggests that managing green logistics can stimulate sustainable economic growth while
improving quality of life, health, and the environment. Furthermore, the study by (Wen et al.,
2023) emphasizes the importance of measuring sustainable performance among logistics
service providers in supply chains to ensure a fair distribution of economic and social benefits.
Through this literature review, it is evident that logistical performance can significantly impact
sustainable development. Therefore, it is essential for businesses to incorporate sustainable
practices into their logistical operations to optimize their logistical performance while
contributing to environmental protection and sustainable development.

3. METHODOLOGY
In this section, we outline the strategy adopted to achieve the objective of our research,
particularly the empirical model studied.

3.1. Research strategy

For our study on the impact of logistics performance on sustainable development in 40

African countries, the key steps of our research strategy are as follows:

e Data Collection: We compiled a dataset spanning the period 2007-2018 for 40 African
countries. These data were gathered from international organizations such as the World
Bank and the United Nations.

e Variable Selection: We formulated several key variables for our study to analyze the
impact of logistics performance on sustainable development. This was done while
considering the control of economic and environmental factors.

e Analysis of Data: In the context of panel data analysis using the E-Views software, we
opted for the robust least squares method to estimate the parameters of our multiple linear
regression model. This method is known for its ability to minimize the impact of outliers or
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measurement errors (Bourbonnais, 2015). Additionally, we employed descriptive statistics
and correlation methods to examine the collected data and the relationships between the
different variables.

Dependent Variable

Sustainable Development Measured by the Sustainable Development Index (SDI)
This index assesses a country's level of sustainable
development by considering economic, social, and
environmental dimensions. Calculated by the United
Nations (UN) to assist countries in gauging their progress
toward sustainable development?,

Independent Variable
Logistical Performance Measured by the Logistics Performance Index (LPI) This
index evaluates the quality of logistics worldwide. It relies
on a survey conducted among businesses and logistics
professionals who assess skills, infrastructure quality,
customs processes, and operational performance in their
respective countries. Created by the World Bank.?

Control Variables
Gross Domestic Product | Measures the value of all goods and services produced
(GDP) within a country during a specified period. Used to gauge
a country's economic growth.

Trade Openness (TO) Measures the fluidity of goods and services exchange
between countries. Generally measured by the sum of a
country's exports and imports as a percentage of its GDP.

Foreign Direct | Refers to investments made by foreign enterprises in the
Investments (FDI) host country.

Natural Resource Rents | This variable measures the share of income derived from
(NRR) natural resources in a country's economy.

Renewable Energy | This variable represents the proportion of renewable
Consumption (REC) energies in total final energy consumption.

Greenhouse Gas | This variable measures the quantity of greenhouse gases
Emissions (GHG) emitted.

Environmental Factors|Economic Factors

Table 1: Key variables of the study
(Source: authors elaboration based on data provided by the United Nations and the World
bank.)

3.2. Modeling
The equation of our regression model is as follows:

IDDit = C + B1IPLit + B2PIBit + p30Cit + p4IDEit+ BSRRNit + B6CRNit+ p7GESit + it

1 Data from the United Nations
2 Data from the World Bank
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Where:

IDDit is the dependent variable, sustainable development, measured by the Sustainable
Development Index (IDD) of each country i at each time period t.

IPLit is the independent variable, logistical performance, measured by the Logistics
Performance Index (IPL) of each country i at each time period t.
PIBit,OCit,IDEit,RRNit,CRNit, and GESit are the control variables, measured respectively
by Gross Domestic Product (GDP), Trade Openness (TO), Foreign Direct Investments
(FDI), Natural Resource Rents (NRR), Renewable Energy Consumption (REC), and
Greenhouse Gas Emissions (GHG) of each country i at each time period t.

"C" is a constant.

B1, B2, B3 et B4, BS, B6, B7 are the regression coefficients for the independent variables IPL,
PIB, OC, IDE, RRN, CRN, and GES respectively.

git is the error term for each observation i at each time period t.

Results and Discussion We present the results derived from various statistical analyses using
the E-Views software. Firstly, we conducted descriptive statistics to better understand the
characteristics of the collected data. Subsequently, we performed a correlation matrix analysis
to assess the relationships between the different variables. Lastly, we estimated an empirical
model.

4. RESULTS AND DISCUSSION

4.1. Descriptive Statistics

The descriptive statistics in Table No. 2 provide an overview of the characteristics of each
variable. Specifically, for IPL and IDD:

The average IDD is 0.57, suggesting that, on average, the included countries have a
moderate level of sustainable development.

The average IPL is 2.51, indicating that, on average, countries exhibit relatively high
logistical performance.

The maximum values of IPL and IDD are 3.78 and 0.79, respectively. This suggests that
some countries exhibit very high logistical performance and/or relatively high sustainable
development levels.

The minimum values of IPL and IDD are 1.77 and 0.33, respectively. This indicates that
some countries have very low logistical performance and/or relatively low levels of
sustainable development.

IDD IPL PIB oC IDE_12 RRN CRN GES

Mean 0,57 2,506683 | 6,17E+10 | 70,64653 | 15,50026 | 11,11292 | 57,52380 | 75578,40
Median 0,560000 | 2,490000 | 1,65E+10 | 61,96943 | 14,62146 | 7,624241 | 73,60000 | 31170,00
Maximum 0,791000 | 3,775321 | 4,98E+11 | 300,3987 | 40,21616 | 63,70424 | 97,03000 | 560860,0
Minimum 0,329000 | 1,770000 | 1,13E+09 | 20,72252 | 3,700949 | 0,001260 | 0,070000 | 1330,000
Std. Dev. 0,108110 | 0,331282 | 1,04E+11 | 36,38624 | 4,113438 | 10,72982 | 30,80555 | 113676,6
Skewness 0,250224 | 0,996080 | 2,557045 3,231099 | 2,620655 | 2,058829 | -0,60 2,647313
Kurtosis 2,391517 | 4,837306 | 8,744970 19,14648 | 15,33044 | 8,045817 | 1,877847 | 9,969783
Jarque- 4,836283 | 57,22511 | 460,9440 2356,736 | 1398,690 | 330,4865 | 20,87613 | 596,9270
Bera

Probability | 0,089087 | 0,000000 | 0,000000 0,000000 | 0,000000 | 0,000000 | 0,000029 | 0,000000

Table 2: descriptive statistics
(Source: E-views output.)
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Figure No. 1 provides statistics summarizing the properties of the distribution of residuals from

the

statistical model. Residuals represent the difference between the values predicted by the

model and the actual observed values in the data.

The mean of the residuals is very close to zero (-0.001), suggesting that the model is fairly
well-balanced. The median is also close to zero (0.001), reinforcing this idea.

The distribution of residuals is slightly left-skewed, as indicated by the negative skewness
coefficient (-0.216). This suggests that the tail of the distribution is slightly longer on the
negative values side.

The Jarque-Bera test has a value of 1.91 with a probability of 0.38. This indicates that the
residuals do not reject the hypothesis of normality at a 95% confidence level. Therefore, it
can be said that the distribution of residuals is close to normality. This implies that our
model is valid, and its forecasts can be considered reliable.

24
- Series: Residuals
20 | Sample 2007 2018
Observations 187
16 - Mean -0.001372
— — Median 0.001257
12 | | ] Maximum 0.285011
T Minimum -0.371145
g Std. Dev. 0.117904
- Skewness -0.215770
Kurtosis 3.242833
4 |
ﬂ Jarque-Bera  1.910471
0 D N ] S | L] ] Probability 0.384722
-0.3 0.2 0.1 0.0 0.1 0.2 0.3

Figure 1: the distribution of residuals

Table No. 3 displays the correlation coefficients between each pair of variables. We focus on

the

first column concerning the correlation between our dependent variable, the Sustainable

Development Index (IDD), and the other variables:

There is a moderate positive correlation between a country's logistics performance and its
sustainable development. This suggests that an efficient logistics system can contribute to
sustainable development. The study by (Suki et al., 2021) explores the role of logistics
performance in achieving sustainable development. Results show that logistics performance
positively impacts economic growth and helps reduce carbon emissions. Additionally, the
study by (Aldakhil et al., 2018) supports green growth by encompassing all possible factors
of green logistics within environmental and socio-economic sustainability. The findings
emphasize the importance of integrating sustainable practices in logistics management to
enhance its performance and environmental sustainability.

There's a moderate positive correlation between GDP and IDD. This indicates that countries
with higher GDP tend to be more developed sustainably. However, GDP might not fully
reflect environmental and social sustainability. Results from (Destek & Sinha, 2020) show
a positive relationship between real GDP and environmental quality represented by the
environmental footprint. After a certain threshold of economic growth, increasing
environmental awareness urges policymakers to take corrective measures. Conversely,
results from (Sikder et al., 2022) indicate that economic growth can cause short-term
environmental degradation, particularly due to the significant contribution of the industry
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to this growth. Nevertheless, it's crucial for governments in developing countries to
implement appropriate environmental policies to minimize the negative impacts of
economic growth on the environment.

e There's a weak correlation between OC and IDD, suggesting no significant link between a
country's trade and its sustainable development. However, research findings by (Destek &
Sinha, 2020) indicate that OC can impact environmental quality positively or negatively
depending on the country's level of development and industrialization. For developed and
industrialized countries, international trade opens doors for cross-border technology
transfer and access to cleaner technologies, which in turn can enhance environmental
quality. Conversely, in developing countries, policymakers primarily seek growth, even at
the expense of the environment.

e There's a negative correlation between IDE and IDD. This suggests that countries attracting
foreign direct investments are not necessarily the most sustainable in development.
Empirical results from the study by (Djellouli et al., 2022) also reveal that FDI significantly
contributes to environmental degradation. Thus, the authors highlight the significant and
mixed role of FDI, both in terms of economic development and environmental quality.

e There's a positive correlation between RRN and IDD. This suggests that countries rich in
natural resources may have relatively high IDD scores due to their favorable economic
situation. However, other research models align with the theoretical link indicating the
negative effect of increased use of natural resources on the environment. For example,
research results from (Ullah et al., 2021) show that environmental degradation increases
with rising incomes from natural resources.

e There's a strong negative correlation between CRN and IDD. While using renewable energy
is one of the most effective ways to achieve sustainable development, this negative
correlation could be explained by the fact that countries with high IDD tend to have more
varied and efficient energy sources, or they score higher on other levels. A similar outcome
was found by (Gliney, 2023). However, the author emphasizes that the use of renewable
energy is a critical factor for sustainable development and has a positive long-term effect.
It suggests that countries should support projects enabling them to use more renewable
energy resources. The study suggests that countries should focus on reducing the use of
non-renewable energy while increasing the use of sustainable energy sources to meet the
needs of future generations.

e There's a positive correlation between greenhouse gas emissions (GES) and IDD. Despite
the negative impact of greenhouse gas emissions on the environment and their potential to
compromise long-term sustainability, this positive correlation might be due to the fact that
greenhouse gas emissions could be linked to economic activity, which can also contribute
to sustainable development. Under this possible hypothesis, results from the study by
(Mariano et al., 2017) indicate a positive correlation between logistics performance and
CO2 emissions from the transport and logistics sector. However, they argued that this
correlation could be explained by the fact that countries with good logistics performance
tend to have higher economic production, leading to higher CO2 emissions.

Table following on the next page
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IDD IPL P1B OoC IDE RRN CRN GES
IDD 1,00 0,28 0,36 0,08 -0,13 0,17 -0,63 0,38
IPL 0,28 1,00 0,45 -0,15 -0,14 -0,31 -0,33 0,53
PIB 0,36 0,45 1,00 -0,27 -0,21 0,03 -0,31 0,88
oC 0,08 -0,15 -0,27 1,00 0,22 0,01 -0,32 -0,26
IDE -0,13 -0,14 -0,21 0,22 1,00 -0,05 0,20 -0,22
RRN 0,17 -0,31 0,03 0,01 -0,05 1,00 0,03 0,08
CRN -0,63 -0,33 -0,31 -0,32 0,20 0,03 1,00 -0,40
GES 0,38 0,53 0,88 -0,26 -0,22 0,08 -0,40 1,00

Table 3: matrix of correlation
(Source: E-views output.)

4.2. Estimation results

The regression output in Table No. 4 provides the results of the linear regression between the
dependent variable, the logarithm of the Sustainable Development Index (IDD), and the
independent variables, which are the logarithms of (IPL), (GDP), (OC), (RRN), (GES), (CRN),
and (FDI). Thus, the equation is estimated as follows:

LOG(IDD) = -3.194841 + 0.075937 * LOG(IPL) + 0.150105 * LOG(GDP) + 0.057579 *
LOG(OC) + 0.006897 * LOG(RRN) - 0.111982 * LOG(GES) - 0.060171 * LOG(CRN) +
0.034988 * LOG(FDI)

This regression suggests that the Logistics Performance Index (IPL) is positively associated
with the Sustainable Development Index (IDD) after controlling for other variables such as
Gross Domestic Product (GDP), Openness to Commerce (OC), Renewable Resource
Consumption (RRN), greenhouse gas emissions (GES), Foreign Direct Investments (FDI), and
Natural Resource Consumption (CRN). Specifically, the estimation suggests that for every one-
percentage point increase in log(IPL), log(IDD) increases by 0.075937 units (approximately
7.6%). This relationship is statistically significant at a confidence level of 99.9%, as the
associated probability is very low (0.0000). Additionally, the R-squared value is 0.549,
indicating that the independent variables explain around 54.9% of the variation in the dependent
variable. Finally, all probabilities associated with the regression coefficients are very low
(0.0000), suggesting that each independent variable has a significant influence on the dependent
variable, and the model is statistically significant.

Variable Coefficient Std, Error z-Statistic Prob,
LOG(IPL) 0,08 0,01 8,21 0,00000
LOG(PIB) 0,15 0,00 86,09 0,00000
LOG(0OC) 0,06 0,00 19,52 0,00000
LOG(RRN) 0,01 0,00 8,74 0,00000
LOG(GES) -0,11 0,00 -59,80 0,00000
LOG(CRN) -0,06 0,00 -67,08 0,00000
LOG(IDE) 0,03 0,00 8,05 0,00000
C -3,19 0,03 -91,60 0,00000
Robust Statistics

R-squared 0,55 Adjusted R-squared 0,53
Rw-squared 0,66 Adjust Rw-squared 0,66
Akaike info criterion 182,23 Schwarz criterion 222,34
Deviance 2,14 Scale 0,11
Rn-squared statistic 23677,71 Prob(Rn-squared stat,) 0,00
Non-robust Statistics

Mean dependent var -0,58 S,D, dependent var 0,19
S,E, of regression 0,12 Sum squared resid 2,59

Table 4: regression output
(Source: E-views output.)
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5. CONCLUSION AND RECOMMENDATIONS

The study highlights the importance of green logistics for sustainable development in Africa,
considering the continent's numerous economic, social, and environmental challenges. The
study's findings reveal that the logistics performance index has a significant and positive impact
on the sustainable development index, suggesting that improving logistics performance can
contribute to the sustainability of economic activities. Furthermore, economic factors such as
GDP, foreign direct investment (FDI), and organizational capital (OC) also have a positive and
significant impact on the sustainable development index, emphasizing the importance of
economic development in achieving sustainability in Africa. Our study recommends African
states to invest in green logistics practices to enhance their logistics performance, ensuring a
sustainable future for upcoming generations. This could involve providing tax incentives for
businesses adopting green logistics practices, implementing environmental regulations for
logistics and transportation companies, and initiating stakeholder awareness programs on the
significance of green logistics. Moreover, collaborating with international partners to establish
common standards and regulations for the green logistics sector would be beneficial. This
collaboration aims to ensure that businesses operating in African countries comply with
international environmental standards and contribute to achieving sustainable development
goals.
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ABSTRACT

Social entrepreneurship is a type of entrepreneurship that has as its primary goal the
realization of a social mission, whereby the surplus of income over expenses is sought to be
realized for the sake of sustainability. In Croatia, the civil sector is the most responsible for the
development of social entrepreneurship. The goals of the research were to determine how many
associations in Croatia have listed social entrepreneurship as one of their areas of activity; to
what extent do they intend to engage in social entrepreneurship; and whether associations that
intend to engage in social entrepreneurship have a stronger green orientation. For the purposes
of the research, primary data were collected using a questionnaire. The research showed that
the Croatian associations registered for social entrepreneurship activity which have a social
entrepreneurial intention have a stronger green orientation, both in terms of protection of the
natural environment and the application of the 3R principle.

Keywords: social entrepreneurship, associations, civil sector, social entrepreneurial intention,
green orientation, 3R

1. INTRODUCTION

Social enterprises strive to make a profit while maximizing benefits for society and the
environment. Their business models are designed for people, planet, and profits, meaning social
equity, environment and economy. Croatian civil sector plays an important role in social
entrepreneurship development. When registering associations can also list social
entrepreneurship as their activity. One of the three pillars of social entrepreneurship is the green
orientation which means that an enterprise operates in an environmentally sustainable manner.
The goals of the research were to determine how many associations in Croatia have listed social
entrepreneurship as one of their areas of activity; to what extent do they intend to engage in
social entrepreneurship; and whether associations that intend to engage in social
entrepreneurship have a stronger green orientation. The literature review examines the role of
associations in society, gives a short overview of social entrepreneurship development and
explains the role of green orientation in social entrepreneurship. The third chapter gives a
description of the research sample and the methodology used. The next chapter presents the
results, and the last chapter concludes the paper with recommendations for future research.

2. LITERATURE REVIEW

2.1. Associations registered for the activity Social Entrepreneurhip (ARASP)

A non-governmental organization or NGO is an organization that deals with the greater good
of society and aims to alleviate social, economic, political and environmental problems (El
Chaarani & Raimi, 2022). NGOs often provide aid in the form of financial support or other
necessities such as food, clothing and the like. Many NGOs work to ensure equal rights for all,
such as the rights of women, national minorities and various marginalized groups.
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In the case of problems like global warming, NGOs take it upon themselves to spread awareness
(Abiddin et al., 2022). In NGOs, people with similar interests or concerns come together and
offer their support in whatever form is deemed valuable — skills, expertise, experience, funding,
time and effort, etc. The third sector is a source of new ideas and energy and a driver of social
progress. It is often a leader of innovation and change, devising new ways to solve social
problems (Alexander, 2010). In Croatia, there is a great contribution of the third sector and
volunteering to the socio-economic status of Croatia (Baturina, 2018). Because of their role,
many governments consider them necessary and support their activities. An association is any
form of free and voluntary association of several physical or legal persons with the same or
similar ambitions and goals. Ambitions and goals can be recognized in the protection of
members' interests or in the protection of human rights and freedoms, the environment, nature
and sustainable development, humanitarian, social, cultural, educational, scientific, sports,
health, technical, informational, professional or other beliefs and goals that do not conflict with
the Constitution and the law. An association is established without the intention of obtaining
profit or other economically estimable benefits (Law on Associations NN 74/2014 (NN 98/19)).
Associations can be financed by members and third parties, from public subsidies and from the
activities of the associations themselves (Government of the Republic of Croatia, Office for
Cooperation with NGOs, 2016). Also, most organizations cannot provide financial
compensation to employees and therefore prefer volunteers (EI Chaarani & Raimi, 2022). The
condition for acquiring the legal personality of an association is registration in the Register of
Associations of the Republic of Croatia. Associations self-classify in the Register of
Associations according to the Classification of the Activities of Associations in one or more
areas of activity that they work in to achieve their goals. The Classification of the Activities of
Associations consists of 17 areas of activity which are further divided into the activities which
are further divided into the elaboration of the activities (Ordinance on the Content and Manner
of Maintaining the Register of Associations of the Republic of Croatia and the Register of
Foreign Associations in the Republic of Croatia NN 04/15 (NN 14/20)). According to the
Register of Associations of the Republic of Croatia, 50,795 associations are currently active,
while 1,841 associations are currently in liquidation, which makes a total of 52,636
associations. The Register of Associations of the Republic of Croatia is publicly available on
the official website of the Ministry of Justice and Administration. The participants of this
research were all the associations in the Republic of Croatia that opted for the field of activity
"Economy" and the activity "Social Entrepreneurship™ in the Register of Associations. As of
May 5, 2023, 996 such associations were found in the Register of Associations actively
operating in the territory of the Republic of Croatia.

2.2. Social entrepreneurship and green orientation

At the turn of the 18th century into the 19th century, a system of social economy appeared for
the first time, advocating a moral approach to the economy (Petricevi¢, 2012). Today, the
Organization for Economic Cooperation and Development (2023) defines social enterprises as
any engagement of an individual that is carried out for the benefit of the public together with
the initiation of an entrepreneurial strategy, but under the condition that the primary task is not
profit maximization but the achievement and establishment of economic and social goals. In
addition to the above, it is necessary to have the competence to develop innovative solutions in
order to eradicate the problems of social exclusion and unemployment. While traditional
entrepreneurs tend to focus on creating commercial value or profit, social entrepreneurs work
to create social value, where society or the community benefits. A social entrepreneur sees
where he will be able to fill a gap that the state does not fill (Thompson et al., 2000) and
contribute to the community and society through the application of business models (Zahra et
al., 2009). Social well-being is increased by new moves in organizations or by management of
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existing organizations through innovative solutions (Abu-Saifan, 2012). Social enterprises
strive to make a profit while maximizing benefits for society and the environment, and the main
goal is to create lasting social change through business (Simlesa et al., 2016). Social enterprises
use their profits in a transparent manner. Most social enterprises are started as social
cooperatives, some are registered as private companies limited by guarantee, some are mutual,
and many of them are non-profit-distributing organizations such as charities, associations, and
the like (European Commission, 2023). One of the fundamental principles of public policy
implementation is partnership. Every public policy includes many users from the state, business
and private sectors. Due to their social goals, social entrepreneurs are natural allies of state local
government in achieving numerous social goals. Government institutions may look to private
social entrepreneurs as a vehicle for a faster and potentially more effective response (Muldoon
etal., 2022). In Croatia, from 2006 to 2011, social entrepreneurship development was supported
through the National Strategy for Generating a Stimulating Environment for the Development
of the Third Sector. From 2012 to 2016, measures were taken to improve and strengthen the
functions of the third sector through initiatives to start social innovations and social
entrepreneurship (Sajfar & Strmota, 2020). Croatia also had the Strategy for the Development
of Social Entrepreneurship in the Republic of Croatia 2015-2020 (Ministry of Labour and
Pension System, 2015) which referred to the creation of optimal conditions for economic
development in the field of social entrepreneurship. In Croatia, civil society is most deserving
for social entrepreneurship growth and development (Petri¢evié, 2012). Many of these projects
improve people's health, protect the environment and create more economic opportunities
(Vidovi¢, 2012). A detailed SWOT analysis of social entrepreneurship in Croatia was made by
Vojvodi¢ and Banovi¢ (2019). As an opportunity they list the high-quality geographical
location and natural resources that contribute to the development of products and services with
high added value in eco-agriculture, agro-tourism, the energy sector, cultural tourism, social
tourism and education. Social enterprises through their business models designed for people,
planet, and profits, meaning social equity, environment and economy, potentially offer
powerful, sustainable solutions to some of the world’s most pressing problems (Molina &
Rajagopal, 2023; Wilson & Post, 2013). Green orientation means that an enterprise operates in
an environmentally sustainable manner considering its impact on the environment and working
to minimize any adverse effects. The indicators of environmental sustainability are energy
efficiency, waste reduction, emissions reduction, reduction in consumption of hazardous items,
and the frequency of environmental mishaps (Cruz & Wakolbinger, 2008). Since one of the
pillars of social entrepreneurship is green orientation, the following hypothesis is proposed:

H1: ARASP that have a social entrepreneurial intention have a stronger orientation towards the
protection of the natural environment compared to ARASP that do not have a social
entrepreneurial intention.

The 3R principle (reduce, reuse, recycle) is the tool to reduce the adverse impact on the
environment that manufacturing and retailing have due to the huge amount of waste they create
(Yu et al., 2021). The word reduce refers to the reduction of the waste created when making
decisions about consumption, reuse refers to the usage of waste for a new purpose, and the
waste that cannot be reused should be recycled. Since social enterprises should apply 3R
principle in their business, the following hypothesis is proposed:

H2: ARASP which have a social entrepreneurial intention more often apply the 3R (reduce-

reuse-recycle) principle in their activities compared to ARASP that do not have a social
entrepreneurial intention.

25



106 International Scientific Conference on Economic and Social Development — Online Conference, 26 January, 2024

3. METHODOLOGY

The subjects of this research were all associations in the Republic of Croatia that opted for the
field of activity "Economy" and the activity "Social Entrepreneurship” in the Register of
Associations. As of May 5, 2023, 996 such associations were found in the Register of
Associations actively operating in the territory of the Republic of Croatia. The e-mails of the
associations were available in the Register of Associations, the Register of Non-Profit
Organizations and the websites and social networks of the associations. Out of a total of 996
associations, no contact information was available for 73 associations. Accordingly, the number
of respondents was 923 associations. The research started on June 2, 2023. The research lasted
until August 21, 2023, which is a total of 80 days. Filling in the questionnaire was completely
anonymous. The first part of the questionnaire gathered information about the location of the
association's headquarters, the number and age of the association's members and the number of
employees of the association. The second part of the questionnaire referred to the existing
activity in the field of social entrepreneurship and the intention to engage in social
entrepreneurship. The third part of the questionnaire consisted of statements that examined the
green orientation of associations, including actions to protect the natural environment and the
application of the 3R principle. Statements about the green orientation had to be evaluated on
a Likert scale from 1 to 5 (1 — completely disagree, 2 — disagree, 3 — neither agree nor disagree,
4 — agree, 5 — completely agree). Independent samples t-test was used to compare means of
different variables between the two groups of ARASP. The test was performed at the 5% level
of significance.

4. RESULTS

The research population consists of 923 associations registered for the activity of Social
Entrepreneurship. 311 associations responded to the questionnaire which gives the response
rate of 33.7%. Associations in the sample come from all counties of the Republic of Croatia.
Most of the associations are from the City of Zagreb (36 responses), Osijek-Baranja County
(34 responses), Split-Dalmatia County (36 responses) and Primorje-Gorski Kotar County (22
responses) which ensures the geographical representativeness of the sample. When asked how
many members the association has, the associations stated the following (Chart 1). Most
associations (69%) have up to 50 members. 18% of associations have 51 to 100 members, 5%
have 101 to 150 members. The smallest number of associations in the sample (2%) has from
151 to 200 members, while 6% of associations have 200 or more members.

Figure following on the nex page

26



106" International Scientific Conference on Economic and Social Development — Online Conference, 26 January, 2024

Number of association members

5% ‘

m 0-50

18% 51-100

= 101-150

m 151-200

H 200 or more

Figure 1: Number of association members
(Source: Authors)

The age of the members of the associations in the sample is shown in Chart 2. In the largest
number of associations (39%), the members are mostly between 36 and 46 years old.
Associations whose members are mostly between 47 and 57 years old (22%) and associations
whose members are between 25 and 35 years old (19%) follow in frequency. 11% of
associations gather members of all age groups, while 2% of associations said that their members
are legal entities. 4% of associations mostly have members of 58 years of age or older, while
3% of the associations mostly have members who are between 14 and 24 years old.

Age of association members

H 14-24
25-35
M 36-46
W 47-57
B 58 and more
m All age groups

m Other

Figure 2: Age of association members
(Source: Authors)
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More than half of the surveyed associations (63%) have employees. These associations also
gave the information on the number of their employees, which is shown in Graph 3. Most
associations (56%) employ from 1 to 5 people, 15% of associations employ 5 to 10 people, 14%
of associations employ 11 to 20 people, 4% of associations employ 21 to 30 people, while 11%
of associations have 30 or more employees.

Number of employees

m1-5

14% >-10

= 11-20
2130

® 30 and more

Figure 3: Number of employees
(Source: Authors)

Through their activities, associations can establish a social enterprise, or they can act as social
enterprises themselves. 38 associations (12.2%) reported that they were operating as a social
enterprise or that they owned a social enterprise. If the respondent answered that the association
is not doing business in the field of social entrepreneurship, they were asked if the association
was thinking about founding a social enterprise. Of the 273 associations that do not own a social
enterprise, 71.4%, or 196 associations, would not start any social enterprise while 28.2%, or 77
associations, are thinking about opening a social enterprise. As part of the analysis of the
associations’ green orientation, the associations had to evaluate the following statement: The
activities of my association help to protect the natural environment. As shown in Chart 4, 50.4%
of associations believe that their activities help to protect the natural environment, 28.3%
neither agree, nor disagree that they help to protect the natural environment, while 21.3% of
associations believe that their activities do not help to protect the natural environment.

Figure following on the nex page
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Figure 4: Protection of the natural environment (1 — completely disagree, 2 — disagree,
3 —neither agree nor disagree, 4 — agree, 5 — completely agree)
(Source: Authors)

77 associations that are thinking about starting a social enterprise (M = 3.81, SD = 1.17)
compared to the 196 associations that do not (M = 3.26, SD = 1.27) are agreeing significantly
stronger with the statement that their activities are protecting the natural environment, t(271) =
3.29, p =.001. The associations also rated the following statement: My association applies the
3R principle (reduce, reuse, recycle) in its activities. 48% of associations apply the 3R principle,
27.3% neither agree, nor disagree that they apply the 3R principle, while 24.8% of associations
do not apply the 3R principle in their activities. The results are presented in Chart 5.
Associations that are thinking about starting a social enterprise (M = 3.79, SD = 1.09) compared
with associations that do not (M = 3.07, SD = 1.28) significantly more often declare that their
activity is based on the 3R principle, t(271) = 4.39, p = .000.

100

85 (27,3 %)
TT@48%) 72(23,2 %)

45 (145 %)

32(10.3 %)

1 2 3 4 5

Figure 5: 3R principle (1 — completely disagree, 2 — disagree,
3 — neither agree nor disagree, 4 — agree, 5 — completely agree)
(Source: Authors)

5. CONCLUSION
The research was performed on the representative sample of Croatian ARASP. 69% of these
associations are small, having up to 50 members. When asked how many members the
association has, the associations stated the following (Chart 1). Most associations (69%) have
up to 50 members.
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In the largest number of associations (39%), the members are mostly between 36 and 46 years
old. More than half of the surveyed associations (63%) have employees. Of those more than
half (56%) employ from 1 to 5 people. 12.2% of the ARASP reported that they were operating
as a social enterprise or that they owned a social enterprise. Of the remaining ARASP that do
not own a social enterprise 28.2% are thinking about opening a social enterprise. Regarding the
green orientation of the ARASP, 50.4% of them believe that their activities help to protect the
natural environment. Approximately the same percentage of ARASP (48%) implements the 3R
principle. The research showed that the ARASP which have a social entrepreneurial intention
have a stronger green orientation, both in terms of protection of the natural environment and
the application of the 3R principle. This result is in accordance with social entrepreneurship
being the activity that aims to achieve a triple bottom line which includes environmental
sustainability. Thus, the concepts of social entrepreneurship and green orientation are
associated in the observed population of associations. Further research should explore whether
there is a causation between the two concepts to see whether the policies that would encourage
the green orientation would also be beneficial for the strengthening of social entrepreneurial
intention. In addition, further research should investigate how many ARASP will start a social
enterprise.
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ABSTRACT

This paper explores the dynamic interplay between the growing trend of sustainable
consumerism and the pervasive risk of greenwashing in European modern market. It
underscores the transition of sustainable products from niche offerings to mainstream
consumer choices, reflecting a significant shift in consumer preferences towards
environmentally conscious purchasing. While the shift towards sustainable products marks a
significant evolution in consumer behavior, it is juxtaposed with a growing skepticism about
the authenticity of corporate sustainability claims. This dichotomy sets the stage for a deeper
exploration into the prevalence of greenwashing, which is examined in the subsequent sections.
Through case studies, the paper demonstrates how greenwashing undermines genuine
sustainability efforts and discusses strategies for authentic ESG compliance. It also addresses
the European Union's 'Green Claims' directive, a strategic measure against greenwashing,
aiming to enforce stringent regulations on environmental claims. It underscores the dual
challenge in today's market: the opportunity for businesses to engage in real sustainable
practices and the risk of falling into deceptive sustainability tactics.

Keywords: Greenwashing, Corporate responsibility, Stakeholder management, Reputation,
Consumerism, ESG

1. SUSTAINABLE CONSUMERISM: BALANCING GREEN GROWTH AND
GREENWASHING RISK

Sustainable products are no longer niche and green consumerism is on the rise. Sustainable
products have transitioned from a niche market to a mainstream choice. Deloitte’s Global State
of the Consumer Tracker reveals that as of April 2023, almost half (46%) of consumers in 23
surveyed countries reported purchasing at least one sustainable product or service (Pieters et
al., 2023). Interestingly, according to the same source this proportion was even greater in 2021,
reaching 61%, before the impact of inflation on household budgets made it more challenging
for consumers to afford the often higher costs associated with green products. Another source
is emphasizing that 80% of consumers say they think about sustainability in their day-to-day
purchasing decisions (Sanghi et al., 2022). In the span of five years, there has been a substantial
shift in consumer behaviour, with global online searches for sustainable goods increasing by
71% (Hirsheimer, 2021). 72% of consumers reporting a rise in their purchase of green products
compared to five years ago (Cantwell et al., 2019). According to NYU Stern Centre for
Sustainable Business, between 2015 and 2021 products labelled as sustainable experiencing a
growth rate 2.7 times faster than their non-sustainable counterparts (Manly et al., 2023). But
almost 70 % of consumers worldwide feel that companies talk about sustainability only to
improve their image and sales (Sanghi et al., 2022). So, are consumers and businesses able to
confidently trust that environmental claims are firmly substantiated? In 2020, an investigation
by the European Commission revealed that a significant 53% of the environmental claims
scrutinized within the EU were either unclear, deceptive, or baseless, with an additional 40%
lacking sufficient substantiation (European Comission, 2022).
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Many authors suggests that corporate social responsibility (CSR) initiatives enhance a
company’s image and foster stronger identification from key stakeholders, resulting in
beneficial relational outcomes (Yoon et al., 2006; Torelli et al., 2012; Pérez and Rodriguez del
Bosque, 2013; Mandina et al., 2014; Chen et al., 2021; Lim, 2023; Mu & Lee, 2023; Le, 2023;
Fosu et al. 2024). Recently CSR in EU has ascended as a key area of focus, with a growing
number of businesses emphasizing its integration into their strategic inititives. Additionally,
this approach varies: some companies adopt CSR reactively, particularly in response to legal
mandates, while others pursue it proactively, recognizing the potential to build competitive
advantage through genuine CSR engagement. However, under the dual pressures of
maintaining corporate legitimacy and responding to stakeholder demands, some companies use
CSR disclosures to cultivate or boost positive impressions and images, a process known as
greenwashing. Furthermore, the practice of greenwashing not only misleads consumers but also
undermines the efforts of companies genuinely committed to sustainable practices. This
deceptive strategy, while offering short-term public relations benefits, risks long-term
reputational damage and legal repercussions, emphasizing the need for more stringent
regulations and transparent CSR reporting.

2. UNVEILING GREENWASHING: TRACING THE EVOLUTION, IMPACTS, AND
STRATEGIC FACADES OF CORPORATE ENVIRONMENTAL DECEPTION

The term Greenwashing was coined first in 1983, when young environmentalist Jay Westerveld
went on a research trip to Samoa (Orange and Cohen, 2010; Becker-Olsen and Potucek, 2013;
de Freitas Neto et al., 2020). He was an avid surfer, so he stopped in Fiji on his way to Samoa.
There he stayed in a simple, small guesthouse where there were not even towels. In search of a
towel, he stopped by a luxury resort in the neighborhood that was near the beach where he was
surfing. Westerveld was surprised by the information he read on the paper that was in each of
the guest bathrooms. It included the now-familiar request to visitors found in almost every hotel
— please reuse your towels to reduce the environmental damage laundry does to the island's
fragile ecosystem and coral reefs. What was not written was that less laundry would reduce
costs and increase profits. The profits are later reinvested in tons of concrete to build new
bungalows on a pristine piece of coastal land, a few meters away from the threatened reefs. It
is how and when it started, and why is it important we'll try to cover onwards. Greenwashing,
the deceptive practice of presenting an organization as more environmentally and socially
responsible than it truly is, has become a critical issue in modern markets, particularly in the
context of Environmental, Social, and Governance (ESG) criteria. The importance of this issue
lies in the rising consumer and investor demand for sustainable and ethical business practices,
making ESG a significant factor in investment decisions and brand reputation. Greenwashing,
a critical issue in the realm of corporate sustainability, poses significant challenges for
contemporary management. This concept, originally coined to describe superficial or deceptive
practices that paint an environmentally responsible image of a company, has evolved into a key
concern for stakeholders who increasingly prioritize genuine sustainability efforts. From a
management standpoint, greenwashing represents not just a marketing dilemma but a
fundamental challenge to building and maintaining trust with stakeholders. Recent incidents
across various industries highlight the prevalence and consequences of greenwashing. For
instance, Deutsche Bank's asset management arm, DWS, faced allegations of overstating its
sustainable investing criteria, leading to investigations for investment fraud. Similarly, Adidas's
"Primegreen™ and "Primblue” product lines were scrutinized by the UK's Advertising Standards
Authority for unsubstantiated environmental benefit claims. Other notable instances include
Volkswagen's misleading advertisement about the environmental benefits of its e-Golf electric
car, which neglected the potential non-renewable sources of electricity for charging the vehicle.
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British Petroleum (BP) also faced criticism for its ads promoting a low-carbon transition,
despite the majority of its spending being on oil and gas. These examples demonstrate the risks
associated with greenwashing, including legal repercussions, damaged reputations, and loss of
consumer trust. They underscore the need for authentic and transparent sustainability practices
aligned with ESG standards. The interplay between corporate environmental narratives and
actual practices is a critical point of analysis in role of modern business in society. Management
teams face increasing pressure to display genuine sustainability efforts, an expectation driven
by the demands of stakeholders, who range from customers and investors to employees and
regulatory bodies. Within this context, the phenomenon of greenwashing becomes particularly
salient. The definition of greenwashing differs (Mu and Lee, 2023). Glavas et al. (2021)
elucidates greenwashing as the act of falsely portraying a company as more environmentally
and socially conscientious than it is in reality. This dissonance between image and practice not
only has the potential for short-term reputational gains but also poses significant risks to the
authenticity of stakeholder relationships. Bridging these perspectives, Chen and Chang (2013)
narrow the definition to the consumer context, describing greenwashing as the act of misleading
consumers about a company's environmental practices or the environmental benefits of its
products or services. The implications of greenwashing extend into the investment domain,
where Laasch and Conaway (2015) recognize it as the misrepresentation of financial products
or funds' compliance with ESG criteria. This misleads ethical investors who prioritize ESG
factors in their investment decisions. ESMA (2023) identifies greenwashing as a practice where
sustainability-related statements are misleading, potentially harming both consumers and
investors. Similarly, Mitchell et al. (1997) identifies greenwashing as a strategic facade that
organizations maintain to appear environmentally and socially responsible to their stakeholders,
without genuinely committing to sustainable practices. Along these lines, Lyon & Maxwell
(2011) offer a strategic management viewpoint, defining greenwashing as the corporate
tendency to make deceptive claims about the environmental and social benefits of products,
services, or company practices. This perspective underscores the strategic dimension of
greenwashing, considering its role in shaping company-stakeholder interactions and
competitive positioning. Bansal and Roth (2000) place greenwashing at the nexus of strategic
management, ESG commitments, and stakeholder communications, highlighting the gap that
can exist between a company's marketed environmental and social initiatives and its actual
practices. Similarly, Bowen & Aragon-Correa (2014) emphasize the empirical relevance of
greenwashing in the evaluation of a firm's environmental performance by its stakeholders.
Complementing these viewpoints, Pei-yi Yu et al. (2020) examine greenwashing through the
lens of ESG transparency, characterizing "greenwashers™ as firms that appear forthcoming by
disclosing vast amounts of ESG data yet perform poorly on actual ESG metrics. This
comprehensive analysis of greenwashing across various perspectives underlines its
multifaceted impact on stakeholder trust and corporate reputation in the era of sustainability.
The different main approaches identified in defining the phenomenon of greenwashing have
been described above. As it can be concluded greenwashing manifests in numerous forms, yet
consistently represents a deliberate misrepresentation by management to stakeholders, an
attempt to paint the organization as more environmentally and socially responsible than it truly
iS. That’s why Lyon and Montgomery (2015) wrote that a rigid definition of greenwashing is
absent, owing to its multifaceted nature. It is a strategic, calculated act, where misleading
information is propagated to project an image of sustainability and ethical operation that
contradicts the firm's actual practices. From a strategic stakeholder perspective, greenwashing
is a significant risk management issue as it jeopardizes the trust and credibility that are
foundational to sustainable stakeholder relationships.
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Therefore, greenwashing can be succinctly redefined as the strategic dissemination of
misleading or exaggerated claims by an organization's management, intended to deceive
stakeholders about the company's genuine environmental and social performance, thus posing
a substantial risk to the company's integrity and long-term stakeholder trust. With understanding
of corporate greenwashing now grounded in real-world examples, next chapter shifts our gaze
to the role of ESG criteria in the European Union, dissecting how these standards are reshaping
corporate accountability.

3. ESG INTEGRITY IN THE EU: COMBATING GREENWASHING AND
UPHOLDING STAKEHOLDER TRUST

CSR and ESG criteria are increasingly interlinked in contemporary business practices, CSR
serves as a strategic framework that enables companies to align with stakeholder expectations
(Carroll and Shabana, 2010; Pfajfar et al., 2022), while ESG provides a quantifiable tool to
assess a company's impact on environmental, social, and governance aspects (Markota Vuki¢
et al., 2019; Eccles & Klimenko, 2019; Diez-Cafiamero et al., 2020; Lim, 2023; Wirba, 2023).
CSR, traditionally focusing on a company's ethical and social responsibilities, has evolved to
include a broader spectrum of sustainable practices, aligning closely with the ESG framework.
This alignment reflects a growing recognition that CSR initiatives, once considered peripheral,
are integral to a company's long-term sustainability and ethical footprint, directly influencing
ESG performance indicators. Therefore, the integration of CSR principles into the core business
strategy is seen as a vital step in enhancing a company's ESG ratings, signaling a shift towards
more sustainable and socially responsible business models (Eccles & Klimenko, 2019). In the
context of an increasingly ESG-conscious consumer and investor base, the demand for
authentic sustainability efforts is rising. Organizations must align their practices with their
sustainability claims to maintain credibility and competitive advantage. The importance of
sincere stakeholder relationships and the perils of greenwashing in a modern interconnected
society are paramount (Belleucci and Manetti, 2018; Lim, 2023). Greenwashing significantly
undermines the integrity of CSR initiatives within the EU, a challenge that has become more
pronounced in recent years. This deceptive practice, characterized by companies exaggerating
their environmental responsibility, not only misleads stakeholders but also erodes the essential
trust needed for effective and sustainable ESG practices. Recent cases, such as Adidas,
Deutsche bank’s DSW, Volkswagen, H&M among others, highlight the real-world impacts of
such discrepancies on stakeholder confidence. Such deceit directly contravenes the EU’s
rigorous ESG frameworks, notably the Sustainable Finance Disclosure Regulation (SFDR)
(European Parliament, 2019) which demands transparency and the integration of sustainability
risks in investment decisions. Additionally, the EU's Taxonomy Regulation obliges companies
to classify their activities based on environmental sustainability, leaving no room for ambiguous
or misleading claims (European Parliament, 2020). The European Sustainability Reporting
Standards (ESRS) (EFRAG, 2023) and the Corporate Sustainability Reporting Directive
(CSRD) (European Parliament, 2022) are emerging frameworks that further emphasize accurate
and comprehensive sustainability reporting. These standards aim to enhance the reliability and
comparability of sustainability information, thereby curtailing opportunities for businesses to
misrepresent their environmental impact. The ESRS mandates accurate environmental impact
reporting, while the CSRD calls for comprehensive and transparent reporting, emphasizing the
significance of authenticity in corporate environmental disclosures. Adherence to these
standards is deemed crucial for management. A clear discrepancy is observed in ESMA's report
(2023) between the practices of greenwashing and the principles outlined in relevant regulatory
framework. It is underscored in this work that the role of management in fostering genuine
stakeholder relationships is of critical importance in today’s interconnected and
environmentally conscious society.
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The risks associated with greenwashing are noted to transcend regulatory compliance,
impacting stakeholder engagement and trust. The argument is presented that a dedication to
authentic sustainability practices, in alignment with standards such as the ESRS and CSRD, is
essential for the development and maintenance of strong stakeholder relationships. Such a
commitment is identified as key to achieving sustainable growth and long-term success in a
discerning global market. Having navigated the implementation of ESG criteria and anti-
greenwashing measures within the EU, next chapter presents an array of case studies, critically
examining the gap between ESG rhetoric and actual corporate practices.

4. UNMASKING GREENWASHING: CASE STUDIES IN CORPORATE ESG
CLAIMS AND REALITY

A detailed exploration is undertaken of concrete greenwashing cases, focusing on the ways
organizations misrepresent their environmental and social responsibilities. These cases
illuminate the various ways greenwashing manifests and its impact on businesses and
stakeholders alike. The significance of these examples lies in their ability to reveal the
intricacies and challenges in discerning genuine corporate sustainability claims. They
underscore the vital need for authentic compliance with ESG standards in the dynamic sphere
of corporate accountability. The Volkswagen emissions scandal, commonly known as
"Dieselgate,” began in September 2015. It was uncovered that Volkswagen had installed
software in their diesel vehicles, specifically in models from 2009 to 2015, which was designed
to manipulate emissions tests. This software enabled the vehicles to meet the U.S. standards
during regulatory testing by reducing nitrogen oxide (NOx) emissions. However, in real-world
driving conditions, these vehicles emitted up to 40 times more NOx. The deceit came to light
when researchers from West Virginia University, conducting on-road emissions tests in 2013,
found significantly higher NOx emissions than expected (Sachek, 2023). This led to further
investigations by the Environmental Protection Agency (EPA) and the California Air Resources
Board, eventually revealing the extent of Volkswagen's actions. The scandal had far-reaching
consequences, both legally and financially, for Volkswagen. It was found that about 11 million
cars worldwide, including 500,000 in the United States, had been equipped with the cheating
software. Volkswagen faced significant legal actions, including a guilty plea to criminal charges
and agreements to pay billions in penalties. According to some relevant sources at least 30
people in management at VVolkswagen knew about the emissions testing scandal (Hawranek,
2015), a claim that VVolkswagen later denied. Still, at least several executives did serve prison
time over the deception. In 2016, the brand announced they would no longer sell diesel-powered
vehicles in the United States, choosing to focus on all-electric vehicles instead (Sachek, 2023).
In January 2017, Volkswagen agreed to pay $4.3 billion in penalties, and by June 2020, the
scandal had cost the company $33.3 billion in fines, penalties, financial settlements, and
buyback costs (Shepardson, 2020). As a result of the scandal, VVolkswagen's reputation suffered
greatly, leading to major changes in its operational focus. The company announced that it would
stop selling diesel-powered vehicles in the United States and would instead focus on electric
vehicles. This scandal raised awareness about the pollution levels of diesel-powered vehicles
and led to investigations into emissions practices across the automotive industry. IKEA, known
as the world's largest wood consumer, has seen its wood consumption double in the last decade.
In 2019 alone, IKEA used 21 million cubic meters of logs for its products, enough to circle the
Earth seven times if laid end to end. Research conducted by Earthsight (2022) calculated that
IKEA is currently consuming approximately one tree every second. Shockingly, their
investigation uncovered that IKEA has been producing beech chairs using wood sourced
illegally from the forests of the Ukrainian Carpathian region, a habitat for endangered species
such as bears, lynxes, wolves, and bison.
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This misuse of resources is compounded by the revelation that the illegally sourced wood was
certified by the Forest Stewardship Council (FSC), the leading global system for green wood
labeling. The FSC's distinctive 'tick-tree' logo is found on millions of wood and paper products
worldwide, meant to assure consumers of the ethical sourcing of the materials. However, this
incident raises serious questions about the ethics and transparency of FSC accreditation,
suggesting that these issues may not be limited to Ukraine alone (Harvey, 2020). It highlights
the complexities of environmental certifications and the need for more rigorous oversight to
ensure that sustainability standards are met and maintained. The case of IKEA's wood
consumption poses a significant challenge to the integrity of environmental certification
systems and the corporate responsibility of large consumers of natural resources. The discovery
that the Swedish furniture giant has been linked to the use of illegally harvested wood, even
while carrying the FSC's certification, emphasizes the critical need for more robust verification
processes and accountability in sustainability practices. This scandal not only casts doubt on
the reliability of eco-labels but also demands a reevaluation of corporate supply chains to
safeguard against the exploitation of critical habitats and the violation of conservation efforts.
It calls for consumers, corporations, and certification bodies to push for greater transparency
and stricter enforcement of environmental standards to preserve our planet's biodiversity and
resources. In 2021, DWS, the asset management division of Deutsche Bank, faced allegations
from its former head of sustainability, Desiree Fixler, of overstating the ESG credentials of its
investment products (Eccles, 2023). This accusation brought a significant discrepancy between
the sustainability claims made by DWS and the actual implementation of ESG criteria within
its investment portfolios into sharp focus. Fixler's claims suggested that DWS might have
engaged in 'greenwashing,’ a practice where companies misrepresent their products or
operations as environmentally friendly or sustainable to attract socially conscious investors.
The allegations raised serious questions about the transparency and integrity of ESG reporting
standards in the finance industry, triggering a broader discussion on the need for more stringent
regulatory oversight. This incident highlighted the importance of accurate representation of
ESG performance in investment decisions and the potential consequences of misleading
investors in these areas. Consequently, the case against DWS became a cautionary tale within
the financial sector, emphasizing the necessity for a genuine commitment to sustainability and
ethical practices over merely using them as marketing strategies. The whistleblower's
perspective offered an inside view into the challenges of aligning corporate rhetoric with actual
practices, shedding light on the complexities and potential conflicts of interest in the ESG
landscape. In 2022, Innocent Drinks, a company owned by The Coca-Cola Company, faced
backlash after their promotional advertisements were banned in the UK. 26 viewers, one of
whom identified themselves as representing environmental group Plastics Rebellion,
complained to the Advertising Standards Authority (ASA) that the adverts misled customers by
exaggerating the "total environmental benefits" of the drinks (Timmins, 2022). The advertising
regulator determined that the adverts misled customers about the true environmental impact of
their products. The commercials featured animated characters encouraging people to "start
fixing the planet" by purchasing Innocent drinks, singing songs about recycling and repairing
the Earth. The controversy is particularly striking given that Innocent's parent company, Coca-
Cola, has been identified as the world's largest plastic polluter, producing an estimated three
million tons of plastic packaging annually, equating to around 200,000 bottles every minute
(Laville, 2019). The regulator's decision was based on the implication that purchasing Innocent
drinks is an environmentally positive choice, which they contended is not the case (Timmins,
2022). This decision underscores the increasing scrutiny on corporate environmental claims and
the rising expectations for genuine sustainable practices. In 2020, Adidas introduced its
"Primegreen” and "Primeblue™ product lines, which were marketed as environmentally friendly
options using 100% recycled polyester.
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However, the company faced scrutiny over these claims due to questions about the substantial
evidence supporting the sustainability of these products. Critics argued that the company's
marketing of these products potentially misled consumers about their environmental impact.
This situation highlighted the broader issue of greenwashing in the fashion industry, where
companies often make eco-friendly claims without adequate substantiation. The controversy
surrounding Adidas underscored the need for more transparency and accountability in
environmental claims within the industry (Dzhengiz et al., 2023). It also sparked a discussion
about the necessity of third-party verification of such claims and the implementation of stricter
standards and regulations. As a result, Adidas, along with other companies in the fashion sector,
faced increasing pressure to provide more concrete and verifiable information about the
environmental impact of their products. This scrutiny signaled a shift in consumer expectations,
demanding greater honesty and responsibility from brands regarding their environmental
commitments. Not shifting focus from the fashion industry, H&M's "Conscious Choice"
collection drew significant attention and criticism in late 2022. This line, marketed for its
sustainability, faced allegations suggesting its environmental claims were overstated, raising
questions about the actual sustainability of the materials used in the collection. A lawsuit filed
against the company alleged that the collection, marketed as sustainable, was made from
materials harmful to the environment, thus making H&M's sustainability claims deceptive.
Instead of calling products "environmentally friendly,” H&M leaned heavily on words such as
"conscious™ and "sustainable™ (Ferris et al., 2023). The plaintiffs specifically criticized the use
of recycled polyester from plastic bottles in the garments, arguing that this ultimately leads to
landfill, incineration, or being dumped in nature. H&M defended their collection, stating that it
uses more sustainable materials like recycled polyester, which results in less water, fossil fuel,
and carbon dioxide use compared to virgin polyester. The brand emphasized that it didn't claim
the products were fully sustainable but made from more sustainable materials. This case
highlights the complexities and challenges in the fashion industry regarding sustainability
claims and consumer expectations. At the end in 2023 a federal judge in the Eastern District of
Missouri dismissed a proposed class action lawsuit against H&M for its "Conscious Choice"
line of products based, in part, on a finding that plaintiff's allegations that H&M's "sustainable™
marketing violated consumer protection laws, as well as the FTC's Guides for the Use of
Environmental Marketing Claims, known as Green Guides, were not supported (Ferris et al.,
2023). Despite H&M successfully defending their collection in court, the brand's image
undoubtedly faced challenges due to the widespread scrutiny and debate over its sustainability
claims. In a significant case of alleged greenwashing, BP faced scrutiny for its advertising
campaigns in 2019. ClientEarth, an environmental law organization, lodged a complaint against
BP’s global ‘Keep Advancing’ and ‘Possibilities Everywhere’ ad campaigns. The complaint,
filed in December 2019, accused BP of misleading the public by focusing on its low carbon
energy products, despite more than 96% of the company's annual spend being on oil and gas.
This discrepancy highlighted the contrast between BP’s public portrayal of its environmental
initiatives and its actual investment priorities. In response to the complaint, BP withdrew its
advertisements in February 2020, with CEO Bernard Looney stating that they would not be
replaced under the company’s new policy, which promised an end to ‘corporate reputation
advertising’. Additionally, BP committed to redirecting its advertising resources towards
advocating for progressive climate policies. The UK National Contact Point for the OECD
Guidelines for Multinational Enterprises (NCP) assessed ClientEarth’s complaint as being
material and substantiated. This decision set a precedent for complaints against corporate
greenwashing, emphasizing the importance of honesty in advertising, especially concerning
environmental impacts. Greenpeace has also highlighted BP's history of greenwashing.
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In 2008, BP launched a multimillion-dollar marketing campaign pledging dedication to
alternative energy, yet their investment data showed a significant discrepancy: 93% in oil and
gas versus much smaller percentages in biofuel and solar initiatives. These cases underscore
the importance of corporate transparency and the growing scrutiny of environmental claims
made by major corporations. It demonstrates the necessity for companies to align their
marketing messages with their actual business practices and investment priorities, especially in
the context of environmental sustainability and climate change. From the insights gained
through these case studies, next chapter proposes a path forward, outlining actionable strategies
for corporations to transcend greenwashing and commit to authentic sustainability practices.

5. ENHANCING CORPORATE RESPONSIBILITY: STRATEGIES TO COUNTER
GREENWASHING
According to Bowen (2014), the decline in basic greenwashing tactics is likely due to improved
stakeholder awareness and reduced information gaps, propelled by advancements in data and
monitoring technologies. Simultaneously, Bowen (2014) indicates a rise in the symbolic facets
of corporate environmentalism, marking a shift in how companies portray their eco-friendly
initiatives. It's crucial to consider how companies are adapting their strategies in response to
increased scrutiny and evolving expectations from stakeholders. With the rise of digital
technologies and data analytics, businesses are now more capable of monitoring and reporting
their environmental impact. However, this technological advancement also means that
companies must be more vigilant in ensuring that their sustainability efforts are not just
symbolic but are backed by substantive actions. As we transition to discussing proactive steps
for companies, it's essential to recognize that this evolving landscape requires a multifaceted
approach to sustainability, combining technological innovation with robust governance and
transparent communication.

To effectively prevent greenwashing and ensure genuine ESG compliance, companies should

prioritize a comprehensive and multifaceted approach and take some of following 10 proactive

steps to ensure transparency and integrity:

1) Strengthen corporate governance mechanisms: Adidas and DWS should enhance its ESG
reporting mechanisms to ensure they are accurate, comprehensive, transparent, and aligned
with global standards. This could involve adopting more stringent internal auditing
processes and third-party verification to ensure the accuracy of ESG claims. Implementing
third-party audits and adopting international ESG reporting standards like the Global
Reporting Initiative (GRI), Climate-related Financial Disclosures (TCFD) or/and ESRS can
help ensure that disclosures accurately reflect practices. Pei-yi Yu et al. (2020) suggest that
the two firm-level governance factors are most effective at attenuating firms’ misleading
disclosure relating to ESG dimensions.

2) Value chain and life cycle assessment: To prevent greenwashing, companies in the fashion
industry such as Adidas and H&M should engage in life cycle assessments (LCAS) to
accurately measure the environmental impact of their products, ensuring that sustainability
claims are backed by independentably verifiable data. Additionally, these assessments
should encompass the entire value chain, from raw material sourcing to end-of-life disposal,
to provide a comprehensive understanding of the product's environmental footprint.
Incorporating LCAs not only enhances transparency and credibility in environmental
reporting but also helps companies identify areas for improvement and drive innovation
towards more sustainable practices. This holistic approach is crucial in moving beyond
superficial claims and achieving real, measurable sustainability in the fashion industry.
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3) Compliance and ethical programs: In cases such as Volkwagen and BP robust compliance
programs and ethical corporate governance are essential. Regular internal audits and
adherence to environmental regulations can prevent such deceptive practices (OECD,
2023).

4) Whistleblower protection: Strengthening protections for whistleblowers who report
regulatory violations can encourage more individuals to come forward with information
about non-compliance as in the case of DWS.

5) Enhance ESG Integration: DWS and BP could further integrate ESG criteria into all
investment decision-making processes. This means not just considering ESG factors as an
add-on but embedding them into the core investment analysis and portfolio construction.
Clear and honest communication with investors about ESG strategies, including limitations
and challenges, can build trust and credibility.

6) Employee Training and Awareness: Regular training and education programs for
employees about the importance of ESG issues and ethical practices can foster a culture of
responsibility and integrity within almost every organization.

7) Stakeholder Engagement: Engaging with stakeholders, including investors, clients, and
sustainability experts, can provide valuable feedback and insights. This engagement can
also help in cases such as BP, VVolkswagen and DWS stay abreast of evolving ESG standards
and expectations.

8) Use honest marketing campaigns and precise language: Balanced and honest marketing,
reflecting the true nature of a company’s investment in sustainability, is key. All companies
(esp. ones that build their competitiveness on a strong brand such as Coca-Cola) but
especially companies coming from industries with long history of deception and
misinformation such as fashion and energy brands should clearly define sustainability terms
and explain the specific environmental benefits of products, avoiding vague or generalized
claims.

9) Provide evidence for claims: Support sustainability claims with evidence, such as third-
party certifications or detailed information about materials and production processes as in
Volkswagen and BP’s case.

10) Regular Review and Adaptation of ESG Strategies: The ESG landscape is rapidly evolving.
Regularly reviewing and updating ESG strategies and policies will help DWS stay relevant
and effective in its sustainability efforts.

In conclusion, adopting these steps will not only mitigate the risks associated with
greenwashing but also position companies as leaders in responsible business practices. By
committing to authentic and transparent ESG practices, companies can build trust with
stakeholders and contribute positively to sustainable development goals. The European Union's
‘Green Claims' directive, introduced in March 2023, represents a strategic move towards a
sustainable and competitive economy (), in line with the EU's ambition to achieve a zero-impact
economy by 2050. This directive addresses the prevalent issue of greenwashing by setting
stringent rules for substantiating and communicating environmental claims about products in
consumer markets. It mandates that claims be based on scientific evidence, cover the entire
lifecycle of a product, and be transparently communicated. The directive applies to both
voluntary environmental claims and labeling schemes, with particular emphasis on ensuring
that these claims are not only credible but also relevant and scientifically robust. Furthermore,
the directive's requirements extend to how environmental labels are managed, demanding
transparency in their objectives, compliance monitoring, and decision-making processes. This
initiative is part of the EU's broader goal, as outlined in the European Green Deal, to transform
its economy into one that is sustainable, circular, and environmentally responsible.
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By enforcing these measures, the EU aims to protect consumers from misleading information
and promote genuine sustainable practices among businesses, thus steering the economy
towards sustainable growth and environmental integrity. As we wrap up discussion on proactive
measures against corporate greenwashing, next chapter brings our journey to a close,
underscoring the urgent need for genuine sustainability in an era of heightened consumer
awareness.

6. CONCLUSION

The significant increase in the use of ecolabels globally, as evidenced by the Ecolabel Index
tracking 456 ecolabels across 199 countries and 25 industry sectors, reflects the rise of green
consumers who are increasingly demanding products that align with their environmental values.
In Europe alone, there are 231 active ecolabels, indicating a strong consumer interest in
sustainable purchasing options (Ecolabel, 2023). This trend is further underscored within the
European Union, where a mapping of 100 private green energy labels has been undertaken
(European Commission, 2022), highlighting the growing market opportunity that companies
are exploring to cater to eco-conscious consumers. However, this surge in ecolabels and green
consumerism also presents the risk of greenwashing, as companies might exploit this trend by
making unsubstantiated or misleading environmental claims. As we acknowledge the dual
challenges posed by the rise of green consumers and the surge of ecolabels, it becomes
imperative to not only continue rigorous examinations of corporate sustainability claims but
also to explore emerging frontiers in green technology and policy enforcement. Future research
should focus on longitudinal studies to track the evolution of consumer awareness and its
influence on corporate transparency. Additionally, investigation into the efficacy of regulatory
frameworks in different cultural and economic contexts could provide valuable insights for
global standards in sustainability reporting. This transition towards sustainable consumerism,
reflected in the global increase of ecolabels, signals a pivotal shift in market dynamics,
warranting a critical analysis of corporate practices. As we proceed, we will dissect the facade
of greenwashing to understand its impact on corporate integrity. This change reflects a deeper
commitment among consumers towards environmentally responsible products, pushing
companies to align their practices with these evolving preferences. However, this positive trend
is counterbalanced by the risk of greenwashing, where companies, driven by the desire to
capitalize on this eco-conscious shift, may resort to making unsubstantiated or misleading
environmental claims. The challenge for businesses, therefore, lies in navigating this complex
landscape: leveraging the opportunities presented by the growing demand for sustainable
products while maintaining integrity and transparency in their environmental commitments. As
the market continues to evolve, the onus is on companies to adopt genuine sustainable practices
and avoid the pitfalls of deceptive marketing, ensuring they contribute meaningfully to the
global agenda of environmental responsibility and sustainability.
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ABSTRACT

In less developed districts with higher unemployment rates and a lack of heterogeneity of work,
self-employment can have an impact on reducing unemployment and developing
entrepreneurship. In countries such as Slovakia, there are not many studies looking at regional
specificities and their impact on self-employment. For this reason, the research focuses on the
sustainability of self-employment among self-employed workers who started self-employment
from 2012 to 2016. In the research, we follow three years since the start of self-employment in
twelve less developed districts of Slovakia. We analyse the sustainability of self-employment
overall and in selected sectors. The research aims to find out whether the specifications at the
district and regional level at the time of starting self-employment and in the sectors of the
national economy have an impact on the sustainability of starting self-employment of persons
based in less developed districts of Slovakia. We used linear regression for the research.
Research results indicate that the sustainability of self-employment in the secondary sector is
higher than in the primary sector. Self-employers located in municipalities below 2,000
inhabitants have a sustainability of self-employment higher by about 2 months than self-
employers located in municipalities above 2,000 inhabitants. In monitoring the sustainability
of self-employment in the primary sector, the variables size of the municipality where the self-
employer is located, the registered unemployment rate and the population at the district level
are statistically significant. In the secondary and tertiary sectors, only the size of the
municipality where the self-employer is located has an impact on the sustainability of self-
employment. The results show an association between the sustainability of self-employment in
the short term (up to three years after the start of self-employment) and the size of the
municipality where the self-employer is located.

Keywords: less developed districts, sustainability, self-employment

1. INTRODUCTION

There are regions with different economic conditions in the national economy (Bucek et al.,
2010). Higher unemployment rates, lack of entrepreneurial activities and others characterize
less developed regions. To reduce regional disparities, it is possible to use instruments aimed
at increasing the competitiveness of regions (MIRRI SRb, 2023). The competitiveness of
regions is influenced by more efficient firms, which can create a suitable environment for the
local market and local firms (Boschma, 2004). Therefore, in disadvantaged regions, promoting
entrepreneurship is a driving force for economic development (Huggins and Williams, 2011).
Small firms are important for promoting economic growth (Deller and McConnon, 2009).
Therefore, self-employment is also important for the sustainability of economic growth
(Halicioglu and Yolac, 2015). Higher measures of self-employment have a positive impact on
employment rates (Keeler and Stephens, 2023). Entrepreneurial activity may differ across less
developed regions and developed regions. In rural regions, entrepreneurial activity is lower than
in urban regions (Miller, 2016). Therefore, self-employment may be one option to reduce
unemployment rates at the national level (Halicioglu and Yolac, 2015) as well as at the regional
level.
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In this study, we focus on self-employers who started self-employment in 2012-2016 based in
a less developed district in Slovakia. The research concentrates on the sustainability of self-
employment within three years of starting self-employment. The research aims to observe the
impact of regional characteristics at the time of starting self-employment and sectoral activity
in the national economy, excluding the quaternary sector, on the sustainability of self-
employment within three years of the start of self-employment. In the study, we use regional
characteristics at the district and local level such as the registered unemployment rate, the
population of the district, and the size of the municipality, where the self-employer is based. To
answer the objective, we constructed the following research question: What impact do regional
characteristics and the type of sector in the national economy at the time of starting self-
employment have on the sustainability of self-employment within three years of starting self-
employment in less developed districts in Slovakia? In the second part, the research focuses on
examining the theoretical background related to the sustainability of self-employment and
regional characteristics. The third part is concerned with the description of data collection,
description of variables and methodologies. The fourth part focuses on the results of the paper.
In the fifth part, the thesis highlights the most important results. In the last part, the research
paper summarizes the main findings, describes the limitations of the thesis, and discusses future
research.

2. THEORETICAL BACKGROUND

Many studies are focusing on tracking self-employment at the national or regional level. In the
research by Faggio and Silva, the authors concentrate on examining the link between self-
employment and aspects of entrepreneurship in comparison to the urban and rural labour market
in the UK (Faggio and Silva, 2014). Another research paper examines the career sustainability
of self-employment by looking at a variety of factors (van den Groenendaal et al., 2022). In the
US, research focuses on industrial diversity and regional growth in less developed regions
(Keeler and Stephens, 2023). Other research explains the heterogeneity of self-employers
through longitudinal career tracking (Bay and Koster, 2022) or by evaluating the impact of self-
employment and employment on the growth of job creation (Tsvetkova et al., 2018). Several
studies have looked at tracking selected variables and their impact at the regional level (Bay
and Koster, 2022; Filippopoulos and Fotopoulos, 2023; Cueto et al., 2015). Similar inhabitants
live in the same location, hence similar entrepreneurs congregate close to each other (Bay and
Koster, 2022). The clustering of self-employers may act on the size of the representation of
self-employers with the same line of business in the regional market. In less developed regions
of the UK, self-employers dominate the construction, retail, accommodation and food, and
service industries (Faggio and Silva, 2014). In the regions of US, they are in agriculture,
manufacturing, transportation, warehousing, professional and business services, and other
services (Keeler and Stephens, 2023). The survival rate of self-employment up to three years
varies across industries. According to OECD research, the sustainability of companies is higher
in sectors where there is a higher number of public companies (public benefit enterprises) in
the European Union. Almost all European Union countries have lower survival rates in
construction, accommodation and construction (OECD, 2015). In Bay and Koster's research,
higher sustainability of self-employers was observed in agriculture, trade and financial services
(Bay and Koster, 2022). In less developed regions, those firms that engage in manufacturing,
industry and other services have higher profits (Keeler and Stephens, 2023). There are fewer
opportunities for alternative employment in rural regions, which is why self-employment is a
better alternative in the labour market than being unemployed (Faggio and Silva, 2014). In less
developed regions, there is a higher interest in self-employment after the loss of paid
employment (Tsvetkova et al., 2018). Self-employment rates are higher in rural regions but at
a time of deteriorating labour market conditions.
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The reason for this is the lack of other employment alternatives and the choice of self-
employment as a last-work option (Faggio and Silva, 2014). There is also less economic
diversity in some regions, leading to the exploitation of the gap in the labor market for start-ups
(Keeler and Stephens, 2023). There is higher sustainability and stability in self-employment in
rural regions as opposed to urban regions (Bay and Koster, 2022). Research by Bay and Koster
suggests that regional factors influence self-employers (Bay and Koster, 2022). One factor may
be the location of self-employment and the size of the regional market. In most cases, the
location of the business and the location of the home are in the same region (Faggio and Silva,
2014). Small businesses play an important role in employment and population growth, but in
different sectors (Deller, 2010). Market size has a positive effect in the early stages of self-
employment (Andersson and Koster, 2011). Small businesses in agriculture, construction,
mining, and manufacturing have a negative impact on population growth (Deller and
McConnon, 2009). In regions, classified as less developed, the unemployment rate is at a higher
level (MIRRI SRb, 2023). Employment rates can have a negative impact on business start-ups
but not statistically significant (Andersson and Koster, 2011). However, increased
unemployment rates may increase self-employment. This is due to involuntary job loss
(Maeger, 1992). Other research suggests that only in seven OECD countries can we observe a
positive effect of increased unemployment on promoting self-employment development
(Halicioglu and Yolac, 2015). At the regional level, the results may be similar. If unemployment
increases at the regional level, the sustainability of self-employment decrease (Cueto et al.,
2015). The high rate of unemployment discourages new self-employed people from starting up
(Filippopoulos and Fotopoulos, 2023). At the same time, an increase in unemployment in one
region may result in an increase in self-employment in other regions (Cueto et al., 2015).

3. DATA AND METHODOLOGY

The research aims to monitor the impact of regional characteristics at the time of starting self-
employment and the type of economic activity by sector in the national economy on the
sustainability of self-employment. The selected regional characteristics are at the district and
municipality level when starting self-employment between 2012 and 2016 and in less
developed districts in Slovakia. The observed sustainability period is recorded from the date of
starting self-employment annually up to three years. Therefore, the monitored period of
sustainability of self-employment is between 2013 and 2019. The research uses the database of
the finstat.sk internet portal. The database selects self-employed persons, self-employed
entrepreneurs and self-employed farmers. Subsequently, information was selected only on
those who started self-employment between 1.1.2012 and 31.12.2016 and are based in a less
developed district in Slovakia. The total sample studied is 14,411 self-employed workers. From
the available data, the following information about self-employers was extracted: the date of
the start of self-employment, the possible date of the cessation of self-employment, the
classification of economic activity according to NACE, and the location of the self-employment
at the municipality and district level. Data on self-employed persons who did not have
information on NACE classification of economic activities, address of registered office, have
suspended self-employment or have citizenship other than Slovak were removed from the
database. The selection of self-employers by location in a less developed district is based on
the list of the least developed districts in Slovakia. The research focused on less developed
districts that were on the list of least developed districts at least once in 2015 and 2016.
According to the list of less developed districts based on Act No. 336/2015 Coll. on the support
of the least developed districts (MIRRI SRa,2023), the research focuses on 12 districts in the
Slovak Republic.
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name of the sectoral | abb. variable description NACE number and
variable by sections | percentage in
classification in the assigned | the study
national economy sample
Primary sector primary The variable consists of NACE categories | A, B 927 (6,43%)

which are consistent with the self-assessed
primary sector industry classification of the
national economy. It is a binary variable.

Secondary sector secondary | The variable contains the NACE categories | C,E,F 6858
that correspond to the sector of the secondary (47,59%)
sector of the national economy according to
the self-assessment. It is a binary variable.

Tertiary sector tertiary The variable contains NACE categories that | G,H,1,J, 5662

are consistent with the self-assessed tertiary | K,L,M, (39,29%)
sector of the national economy. It is a binary | N,P,Q,R
variable..

Other oth The variable includes NACE section S. Itisa | S 964 (6,69%)
binary variable.

Table 1: NACE code distribution of self-employed persons into sectors of the national
economy and the variable other.
(Source: Own processing)

Subsequently, the analysis also addresses the field of economic activity carried out. Each self-
employer surveyed has a five-digit numerical code in a subclass of NACE Rev 2. We have
matched the individual codes to the larger NACE sections. Based on self-selection, each NACE
section was assigned a sector in the national economy without a quartile sector. In one case, the
sector in the national economy could not be assigned clearly. This is NACE section S. A
variable called other was created for this group. Self-employers in NACE sectors D,O,T and U
are not found in the research. The reason for this is the non-representation of these self-
employers in the analysis sample (Table 1). In addition to sectors in the national economy, we
observe the sustainability of self-employment with selected regional characteristics. The
research also focuses on regional characteristics such as market size at the local and district
levels and registered unemployment rates in districts. Research papers have used quantitative
methods. The most common method used in quantitative research is GMM estimator
(Andersson and Koster, 2011), geographically weighted regression (Deller, 2010), ordinary
least squares (OLS) (Deller, 2010; Tsvetkova et al., 2018; Wyrwich, 2014). Some authors use
multinomial logit model (Bay and Koster, 2022), quantile regression (Andersson and Koster,
2011) or Carlino-Mills model (Deller and McConnon, 2009). Other qualitative research has
been conducted in the form of semi-structured interviews to identify the career sustainability
impacts of self-employment in Belgium (van den Groenendaal et al, 2022). The research work
uses linear regression with the dependent variable enti and other regional and sectoral
independent variables. The research is divided into two parts. In the first part, we focus on
tracking the sustainability of self-employment overall (all) with sectoral dummy variables y and
regional independent variables . The sector dummy independent variables (ys) include
secondary, tertiary and other sectors. The aim is to compare the sustainability of the primary
sector with the other sectors and the other variable. In the second part, we examine the
sustainability of self-employment in primary, secondary, third sectors and other. The dependent
variable is unchanged but focuses only on the sustainability of self-employment in each sector.
In this second part, the variable v is not present in the linear regression equation.

ent = X +y+ e
ent; = [, + f,up2000,, + Bounemp, + fzinhay + ys + e;
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The dependent variable ent; reflects the individual (i) sustainability of self-employment within
three years of the start of self-employment. This is due to the difference in the dates of the start
of self-employment and the eventual dates of the end of self-employment. The monitoring
period for self-employers remains unchanged at three years. The values of the dependent
variable (ent;) reflect the length of sustainability of self-employment. If the self-employer ended
self-employment within the first year of establishment, the dependent variable takes the value
0. If the self-employer ceased between the first and second year after the start of self-
employment, the dependent variable takes the value 1. If self-employment ceases between the
second and third year, the dependent variable takes the value 2. If the self-employer continued
to be self-employed after the third year of self-employment, the dependent variable takes the
value 3.

abb. Variable variable description territorial expression in
name unit units
up2000 Size of | The population in the municipalities in the year of | municipalitie | numbers
municipality | the start of self-employment is divided into | s (population)
where  the | categories up to 2000 inhabitants and over 2000
self- inhabitants (including 2000 inhabitants) If the
employer is | municipality has less than 2000 inhabitants in a
based given year of the start of self-employment, the
binary variable takes the value 0. If the
municipality has 2000 inhabitants or more, the
binary variable takes the value 1.
unemp unemploym | The registered unemployment rate in the month | district level | percent (%)
entper and year (1/2012-12/2016) when the self-employer
started the business, expressed in %.
inha inhabitantsd | Population at district level in the year of starting | district level | numbers
istricts self-employment in 2012-2016. (population)

Table 2 Regional independent variables
(Source: Own processing)

The independent variables focusing on regional characteristics () at the time of the start of
self-employment are at the level of municipalities (m) and districts (d). The independent
variable size of the municipality, where the self-employer is located is a binary variable. We
divided municipalities into two categories, below 2000 inhabitants and above 2000 inhabitants.
The size of the municipality where the self-employer is located can show us how the size of the
local market affects the sustainability of self-employment. The research also looks at the impact
of population size in the district on the sustainability of self-employment through the variable
inhabitantsdistricts. Another independent variable is the registered unemployment rate. By
tracking the unemployment rate, we can analyze the impact of the unemployment rate in the
month of self-employment establishment on the sustainability of self-employment in the next
three years. Data at the local and district level were used in this research from the Statistical
Office of the Slovak Republic and the Office of Labour and Social Affairs and Family of the
Slovak Republic.

4. RESEARCH RESULTS

The overall level of self-employment sustainability has been declining throughout the period
under review. After the first year of self-employment, the sustainability rate was 87.14%. In the
second year, self-employment sustainability fell to 77.23% and in the third year it was 68.66%.
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1) ) ®) 4) ()
VARIABLES ALL Primary Secondary Tertiary Other
up2000 -0.145*** -0.182** -0.147*** -0.147*** -0.0999
(0.0181) (0.0729) (0.0252) (0.0294) (0.0812)
unemploymentper -0.00123 0.0179** -0.00540 0.00129 -0.0127
(0.00219) (0.00748) (0.00337) (0.00324) (0.00943)
inahabitantsdistrict -5.83e-08 3.40e-06* -8.88e-07 2.47e-07 7.68e-07
(4.09e-07) (1.81e-06) (5.89¢e-07) (6.39e-07) (1.62e-06)
secondary 0.0805**
(0.0379)
tertiary -0.0634
(0.0386)
oth -0.231***
(0.0537)
Constant 2.447%** 1.782%** 2.681*** 2.303*** 2.398***
(0.0689) (0.204) (0.0868) (0.0903) (0.242)
Observations 14,411 927 6,858 5,662 964
R-squared 0.012 0.013 0.006 0.004 0.004
Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1

Table 3: Results of linear regression
(Source: Own processing)

In the first column (of Table 3) we monitor the overall sustainability of self-employment, in
columns two to five we monitor the sustainability of self-employment in the primary, secondary
and tertiary sectors as well as for the variable other. In overall sustainability, the variable
focusing on the size of the municipality (up2000) at the time of starting self-employment is
negatively statistically significant. The sustainability of self-employers located in
municipalities above 2000 inhabitants is approximately 2 months lower than that of self-
employers located in municipalities below 2000 inhabitants. Compared to the primary sector,
the sustainability of self-employment is higher in the secondary sector. The variable other is
negatively statistically significant. We conclude that the sustainability of self-employment in
other activities is lower as compared to the primary sector. In the primary sector, we observe
negative statistical significance for the variable up2000. Self-employers in the primary sector
who are located in a municipality below 2000 inhabitants have a higher rate of sustainability in
self-employment by more than 2 months compared to self-employers who are located in a
municipality above 2000 inhabitants. The unemployment rate is positively statistically
significant for self-employers in the primary sector. A higher unemployment rate at the time of
starting self-employment has a positive impact on the sustainability of self-employment in the
primary sector. We can observe a very small positive statistical significance for the district
population (inha) variable. From the result, we conclude that the change in population is so
small that it does not have a significant impact on the sustainability of self-employment in the
primary sector. In the secondary and tertiary sectors, we can observe negative statistical
significance for the variable up2000. In the secondary and tertiary sectors, the sustainability of
self-employment is higher for municipalities with less than 2000 inhabitants by about 2 months
compared to municipalities with more than 2000 inhabitants.

5. DISUSSION

The study focuses on the sustainability of self-employment in less developed districts in
Slovakia. In the research, we follow the sustainability of self-employment within three years
after the start of self-employment in the period 2012-2016. To answer the research objective,
we have developed the following research question: What impact do regional characteristics
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and the type of sector in the national economy at the time of starting self-employment have on
the sustainability of self-employment within three years of starting self-employment in less
developed districts in Slovakia? Most research work focuses on tracking self-employment at
the regional level (Bay and Koster, 2022; Filippopoulos and Fotopoulos, 2023; Cueto et al.,
2015). In this paper, we focus on smaller territorial units, districts and municipalities. In the
sample studied, the highest representation of self-employers who carried out economic
activities at the district level was in the areas of industrial production, construction and retail
trade. In other research, at the district level, the highest representation of self-employers is in
construction, retail, accommodation, food and services (Faggio and Silva, 2014). Compared to
the primary sector, the sustainability of self-employment was higher in the secondary sector.
These are self-employers involved in industrial production, water supply, impact water and
waste treatment, and construction. However, the sustainability of self-employment is lower in
the tertiary sector compared to the primary sector. According to research by Faggio and Silva,
most entrepreneurs operate in an area that is close to where they live (Faggio and Silva, 2014).
For this reason, we focused on the size of the municipality where the self-employer is located
and the size of the population at the district level. The variable focusing on district population
at the district level is positively statistically significant only in the primary sector. According to
Andersson and Koster, market size has a positive effect on entrepreneurs' activities in the
beginning of self-employment (Andersson and Koster, 2011). However, from the results of the
research paper, we can observe negative statistical significance of the variable up2000 overall,
in the primary, secondary and tertiary sectors. In the research results, we observe that an
increase in the unemployment rate at the time of starting self-employment has a positive impact
on the future sustainability of self-employment only in the primary sector. Most research has
focused on the unemployment rate and its impact on the number of self-employed. In other
research, there is a decline in self-employment at the regional level due to the increase in the
unemployment rate (Filippopoulos and Fotopoulos, 2023; Cueto et al., 2015).

6. CONCLUSION

The research paper focuses on tracking sustainability within three years of starting self-
employment in less developed districts in Slovakia. The aim was to monitor the sustainability
of self-employment in three sectors of the national economy (also for the variable other) as well
as to research the sustainability of self-employment overall. Through the use of regional
independent variables at the time of starting self-employment, we observe the impact on the
sustainability of self-employment within three years of starting a self-employment business.
We also focus on comparing the sustainability of self-employment in the primary sector with
the secondary sector, the tertiary sector and the other variable. The research includes tracking
the sustainability of self-employment across sectors, using regional variables at the district and
local level. The research focuses on self-employment start-ups between 2012 and 2016, based
in less developed districts in Slovakia. The sustainability of self-employment is slightly higher
in the secondary sector than in the primary sector. In less developed districts, the sustainability
of self-employment in construction, manufacturing, water supply and waste treatment is higher
than in agriculture and extractive industries. However, sustainability in agriculture is higher
than sustainability in other activities. Other activities can be classified according to NACE as
activities in membership organizations, repair of computers and personal household goods and
other personal services (Website SK NACE, 2023). From the results, we conclude that the
realization of self-employment in the secondary sector yields higher sustainability rates in less
developed districts in Slovakia. The size of the municipality where the self-employer is based
has an impact on the sustainability of self-employment. In municipalities with smaller
populations, the sustainability of self-employment is about 1 to 2 months higher than in
municipalities with more than 2,000 inhabitants.
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In larger municipalities located in less developed districts, there is more competitiveness, which
can lead to exit from self-employment. At the same time, in larger municipalities and smaller
towns, there are more permanent employment opportunities without the need for longer travel
commutes. The unemployment rate at the district level at the time of starting self-employment
is statistically significant only in the primary sector. Self-employers in the primary sector who
started their self-employment at a time of high unemployment have higher sustainability in self-
employment. These are self-employers in agriculture and extractive industries. Population
growth in the district has only a small positive impact on the sustainability of self-employment
in the primary sector. The low population growth has no impact on the increase in
competitiveness of self-employers. A limitation of the research is tracking the sustainability of
self-employment using only district and local factors. At the same time, the research focuses on
the sustainability of self-employment within three years of starting self-employment using
variables at the time of starting self-employment. In a long period, the results of the research
work may be different. The research focuses on the sustainability of self-employment across
sectors as well as overall using only three independent variables at the district and local levels.
By complementing the individual factors of entrepreneurs, future research can observe the
impact of regional and individual factors on the sustainability of self-employment. The
contribution of the study is to track the sustainability of self-employment in times of economic
growth in less developed districts for beginning self-employers through selected district and
local level factors at the time of starting self-employment.
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ABSTRACT

As artificial intelligence (Al) found new applications in human resource (HR) practices in
recent years due to its increasing accessibility, HR professionals question to which extent and
where can this technology help them become more efficient and productive. Even though Al is
not something new to HR functions like recruitment and selection, performance management,
or training and development, not much is known about the use of this technology for efficiently
redesigning jobs for the modern age. As a resuls, this study’s objective is to assess the factors
that shape the behavioural intentions of employees in HR departments to utilize Al explicitly
for job redesign. The authors employ a multiple linear regression method, based on the Unified
Theory of Acceptance and Use of Technology 2 (UTAUT2) theoretical model and data from a
sample of 107 HR professionals. The findings from the study can potentially have practical
implications for policymakers, who are still focused on developing suitable Al regulation, as
well as HR managers and business leaders in the organizational context. In this sense, the
findings can help them craft strategies for using Al to redesign existing jobs effectively and
ethically as well as point out the main facilitating conditions and factors that can ultimately
change behaviours. After a thorough query of the Scopus database, it was concluded that this
would be one of the first studies that delve into the application of Al for job redesign, which
represents an additional motivation for the authors to conduct the research.

Keywords: Artificial intelligence, Human resource management, Job redesign, UTAUT2

1. INTRODUCTION

In recent years, the integration of artificial intelligence (Al) into various facets of organizational
practices has witnessed unprecedented growth, notably within the realm of human resource
management (HRM) as a crucial operation that nurtures employee growth and development
(Gulliford & Dixon, 2019). The accessibility of Al technologies has spurred a surge of interest
among HR professionals, prompting them to critically examine the extent to which Al can
enhance efficiency and productivity. Yet, some surveys still point out negative sentiments
toward using Al in the workplace and lower acceptance rates of this technology in some of the
world’s biggest economies (Merenkov et al., 2021). This raises the question if everyone can see
the benefits of using Al in the workplace or if the risks are far greater and outweigh the
positives. Additionally, while Al has been widely employed in HR functions such as
recruitment, selection, performance management, and training (Chowdhury et al., 2023), there
remains a significant knowledge gap concerning its application in the efficient redesign of jobs
for the demands of the modern age. By the term job redesign, we understand the process of
reviewing job tasks and responsibilities so that the employees are potentially regrouped and
reallocated and their jobs are changed in an effort to maximize the quality output (Tims et al.,
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2022). This HR function can often impact the enhancement of employee productivity and
satisfaction (Siengthai & Pila-Ngarm, 2016). Notably, after an exploration of the Scopus
database, it was discerned that there are very few studies investigating the application of Al
specifically for job redesign within the HR domain. This served as an additional impetus for
the authors to undertake this research endeavour. Addressing this gap, this study’s objective is
to delve into the factors that influence the behavioural intentions of HR professionals towards
the real-world use of Al for job redesign. Based on this objective, we propose two research
questions (RQ) that will help us achieve this objective:

e RQI: Which factors act as antecedents and influence HR professional’s behavioural

intentions for using Al for redesigning jobs?
e RQ2: How can Al be implemented in the job redesign activities of the HR departments?

Focused on the assessment of these factors, the research employs a multiple linear regression
method, anchored in the theoretical framework of the Unified Theory of Acceptance and Use
of Technology 2 (UTAUT2) (Tamilmani et al., 2021). Drawing insights from a sample of 107
HR professionals, predominantly from North Macedonia, the study aims to unravel the intricate
dynamics shaping the integration of Al into job redesign practices. The implications of this
research extend beyond the academic sphere, carrying practical significance for policymakers
engaged in the ongoing development of Al regulations prompted by the EU Al Act and similar
ones that pioneer in this field (Schuett, 2023). Furthermore, the findings are poised to offer
valuable insights for HR managers and business leaders seeking to strategically leverage Al in
the redesign of existing job structures. Thus, the study outlines a literature review of Al-
mediated job redesign and the UTAUT?2 theoretical framework, followed by an explanation of
the used methodology. Afterward, the findings and results from the multiple regression model
are explained and discussed.

2. THEORETICAL BACKGROUND

In a traditional sense, job redesign’s objective is to help the HR workforce develop effective
and efficient jobs based on existing ones to maximize performance and reduce the amount of
repetitive and monotonous job aspects (Knight & Parker, 2021). Newer trends view job
redesign as job crafting that can occur at individual, team, and social levels where larger
portions of stakeholders are involved in creating the jobs of today and tomorrow (Tims et al.,
2022). This leaves space for including technological advancements like Al to mediate this job
redesign process. As such, Al can suggest flexible working arrangements, taking out some
repetitive and easy-to-automate tasks from the job descriptions, learning plans, and similar
(Eftimov & Kitanovikj, 2023). Al-based software can identify certain employees who are
suitable for new tasks or projects with the help of deep learning, semantic matching, and
chatbots (Xu & Li, 2020). Undeniably, Al has the potential to completely transform the job
design and redesign processes for HR professionals, which is why this study wanted to
determine what would make HR professionals use this technology for this purpose. The
research is grounded in the Unified Theory of Acceptance and Use of Technology 2 (UTAUT2)
theoretical model, which is an extension of UTAUT 1 as one of the pillar frameworks for
determining antecedents to technological adoption (Tamilmani et al., 2021). The new
theoretical model considers four of the constructs from the original one and adds three
additional ones in the form of hedonic motivation, price value, and habit and experience
(Chang, 2012). For this study, we opted to discard the social influence construct as it was
previously done by other researchers whose sample is composed of highly educated people who
are not swayed and easily persuaded by public opinion or pressure from society (Chatterjee &
Bhattacharjee 2020).
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Figure 1: A theoretical model for Al use for job redesign grounded in UTAUT2
(Source: Authors’ construction)

Considering this, the model defines the following constructs: 1) perceived risk (PR), meaning
the anticipated risk or potential negative aspects of using the technology, 2) performance
expectancy (PE) as the expected results after the successful technology usage or Al in our case,
3) effort expectancy (EE) or the quantity of effort one requires to invest for mastering the
technology, 4) hedonic motivation (HM), meaning the level of enjoyment and motivation an
employee has when using Al, 5) price value (PV) — the value for the money when using Al for
job redesign, 6) habit and experience (HE), which means if the employees have preestablished
routines in which they use Al or some past experiences with similar technology, and 7)
facilitating conditions, which can be described as factors that support or hamper the utilization
of technology (Venkatesh et al., 2003; Tamilmani et al., 2021). Per the established theoretical
framework, we believe that these constructs can determine the intentions towards behaviour
that actively uses Al for job redesign as a crucial modern HR function. As a result of the
literature review and the application of the UTAUT2 model, we propose the following
hypotheses:
e Hypothesis 1: Perceived risk (PR) positively affects behavioural intentions (BI) for using
Al for job redesign.
e Hypothesis 2: Performance expectancy (PE) positively affects behavioural intentions (Bl)
for using Al for job redesign.
e Hypothesis 3: Effort expectancy (EE) positively affects behavioural intentions (BI) for
using Al for job redesign.
e Hypothesis 4: Hedonic motivation (HM) positively affects behavioural intentions (BI) for
using Al for job redesign.
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e Hypothesis 5: Price value (PV) positively affects behavioural intentions (BI) for using Al
for job redesign.

e Hypothesis 6: Habit and experience (HE) positively affect behavioural intentions (BI) for
using Al for job redesign.

e Hypothesis 7: Facilitating conditions (FC) positively affect behavioural intentions (BI) for
using Al for job redesign.

e Hypothesis 8: Behavioural intentions (Bl) positively affect behavioural intentions (BI) for
using Al for job redesign.

3. METHODOLOGY

To empirically investigate the causes of HR professionals’ behavioural intentions to use Al for
redesigning jobs, we employed a quantitative research technique based on the UTAUT2 model,
which is an extension of the widely applied first UTAUT model (Chang, 2012). Purposive
sampling was used, using HR experts and business executives from the Republic of North
Macedonia as the target demographic. First, the questionnaire was tested by five experts in the
field after which the final version was distributed online to the authors” HR contacts database
as well as to a database of HR professionals who are members of the Macedonian Human
Resource Association (MHRA). The questionnaire included 33 questions, five of which
pertained to demographic variables and the rest to the dimensions of the UTAUT2 model for
identifying the key antecedents to Al adoption in job redesign. Each dimension was provided
with three statements that respondents rated on a five-point Likert scale, where one meant the
respondent strongly disagreed with the statement and five that they strongly agreed with it.
Respondents were informed of the questionnaire’s anonymity and confidentiality of the
answers. Due to the specificity of the topic, they were also given a description of the study and
its purpose, as well as a definition of job redesign and brief sample case studies of how Al is
employed in this HR function. Subsequently, this resulted in a sample of 107 people who
completed the questionnaire. Some of the job positions that were most frequently mentioned by
respondents included HR assistant, HR specialist, HR manager, HR generalist, recruiter, talent
acquisition specialist, and HR professional. After the data collection process, the questionnaire
data was then subjected to multiple linear regression analysis using the SPSS statistical
software. In terms of demographics, the majority of respondents identified as female (81%),
with a smaller proportion identifying as male (16%) and 3% refusing to divulge their gender.
Moreover, most respondents were aged 25 to 44 and worked in firms with more than 50 people.

4. RESULTS AND DISCUSSION

4.1. Reliability and construct validity assessment

To confirm the factors, we assessed the construct validity through an exploratory factor analysis
using a principal component analysis with vari-max rotation. The minimum factor loading
criteria was established to be 0.5. Further, all commonalities were above 0.5. Additionally,
Bartlett’s Test of Sphericity and a Kaiser-Meyer-Olkin (KMO) Measure were conducted to
measure the importance of correlations among the components of the correlation matrix and
evaluate the fittingness of the data for factor analysis. In this sense, Bartlett’s Test of Sphericity
proved that the results were significant, x2 (n=107) = 1745.333 (p<0.001). This indicates a
suitability for factor analysis. Since the values of the Kaiser-Meyer-Olkin (KMQO) Measure of
Sampling Adequacy should be above 0.800 to be appropriate (Hair et al., 2010), the result from
the test was 0.819. Again, this demonstrates that it is suitable for further analysis. Two of the
statements measuring performance expectancy were removed due to inability to load as was
one statement for measuring hedonic motivation and habit and experience. The factor loadings
are given in Table 1.
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ltems Factor

Perceived Risk (PR) 1 2 3 4 5 6 7 8 9

PR1 .820

PR2 561

PR3 651

Performance Expectancy (PE)

PE1 .695

Effort Expectancy (EE)

EE1l .825

EE2 .851

EE3 623

Hedonic Motivation (HM)

HM1 714

HM2 627

Price Value (PV)

PV1 716

PV2 679

PV3 783

Habit and Experience (HE)

HE1 739

HE2 142

Facilitating Conditions (FC)

FC1 785

FC2 .653

FC3 762

Behavioural Intentions (BI)

Bll 739

BI2 714

BI3 814

Al Adoption for Job Redesign
(AAJR)

AAJR1 .683

AAJR2 .641

AAJR3 .699

Table 1: Results of exploratory factor analysis, factor loadings
(Source: Authors’ calculations)

Cronbach’s alpha coefficient was additionally calculated, and it shows 0.895, confirming the
internal reliability of the scales. This result is above the estimated accepted threshold value of
0.7 for Cronbach’s alpha coefficient in the established literature (Hair et al., 2010).

4.2. Results of the multiple linear regression method

To analyse the hypotheses, we employed a multiple linear regression method at 95% confidence
intervals. As a result, the analysis shows a good model fit and a statistically significant model
(Table 2). Further, the R Square is 0.639, the Adjusted R Square is 0.614, and the R Square
Change is 0.639. In this sense, the R square and Adjusted R Square clarify that the perceived
risk, performance expectancy, effort expectancy, hedonic motivation, price value, habit and
experience, and facilitating conditions, as integral constructs of the UTAUT2 model attribute
63.9% and 61.4% variations in HR professionals’ intentions to apply Al for redesigning jobs
respectively. Additionally, the Durbin-Watson test was conducted, signifying no
autocorrelation in the residuals from the performed multiple linear regression (Durbin &
Watson, 1971).
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R Square Adjusted R Square p-value Durbin-Watson

.639 .614 .000 2.082

Table 2: Model summary
(Source: Authors’ calculations)

Notably, the proposed constructs meet the suggested values for tolerance and VIF (Hair et al.,
2010), which is evident in Table 3. Following the multiple linear regression, the results indicate
that performance expectancy, effort expectancy, hedonic motivation, habit and experience, and
facilitating conditions positively affect HR professionals’ behavioural intentions for using Al
for job redesign purposes. This leads to the confirmation of H2, H3, H4, H6, and H7, whereas
H1 and H5 are rejected.

Standardized si Collinearity Statistics

Coefficients g Tolerance VIF
(Constant) 455
Perceived Risk (PR) -.069 .029 833 1.201
Performance Expectancy (PE) 077 .030 .655 1.526
Effort Expectancy (EE) .029 .063 .853 1.172
Hedonic Motivation (HM) .165 034 .619 1.614
Price Value (PV) -.029 .085 .698 1.432
Habit and Experience (HE) 591 .000 547 1.828
Facilitating Conditions (FC) 133 .047 710 1.409

Table 3: Coefficients of the multiple linear regression model
(Source: Authors’ calculations)

Based on the standardized beta coefficients, the habit and experience (0.591) have the most
significant positive effect on HR professionals’ behaviour, followed by hedonic motivation
(0.165) and facilitating conditions (0.133) respectively. Subsequently, the research results
confirm H8, too, as it was found that behavioural intentions positively affect the actual Al
adoption for redesigning jobs (B = 0.670; t = 9.241; P < 0.01). This goes in line with other
studies analysing the use of Al at the workplace that stress the importance of supporting
facilitating conditions in the working environment as crucial for motivating employees to
implement this technology in their work (Grover et al., 2022). Other studies have demonstrated
that effort expectancy positively impacts behavioural intentions for using Al while highlighting
the insignificant impact of performance expectancy (Chatterjee & Bhattacharjee, 2020). With
this in mind, Al-supported job redesign can be a useful tool in HR professional’s arsenal for
combating the effects of the future of work and custom-tailoring jobs to the best of the
employees’ capacities, skills, interests, and objectives. AI’s machine learning and natural
language processing techniques can improve job matching by scanning job descriptions,
resumes, and similar HR data (Roy et al., 2020). Using these findings, HR managers can focus
on the aspects that can influence their employees’ intentions for using this type of technology
like facilitating conditions and developing habits and experiences, while neglecting minor
aspects that don’t affect the behaviour like the perceived risk and price value. These two
constructs are more likely affected by the rising sentiment that Al is more affordable and poses
little risk in its present form, which is more easily controlled.

5. CONCLUSION

This article aimed to assess the factors that influence the intentions of employees in HR
departments to use Al, as a pioneering, almost ubiquitous technology nowadays, for job
redesign. We made an effort to investigate this topic by performing a multiple linear regression
analysis after conducting an exploratory factor analysis.
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The analysis was grounded in the UTAUT?2 theoretical framework, as a well-established model
for assessing the implementation of technology in various contexts including the workplace and
HR-related aspects, based on questionnaire data from 107 employees in HR departments in
Macedonian companies. It was found that performance expectancy, effort expectancy, hedonic
motivation, habit and experience, and facilitating conditions positively impact their behavioural
intentions for using Al for job redesign. On the other hand, perceived risk and price value didn’t
impact their intentions, most likely because of the rising affordability and better control of some
Al-integrated software including Chat GPT. This study still comes with some constraints acting
as paths for future research. For one, additional analytical methods can be performed in the
future like structural equation modelling based on larger samples. The findings can be tested in
other research contexts and scaled up on a cross-country and even regional level. Also, the
UTAUT2 model can be further used for assessing the intentions of HR professionals for using
Al in different domains of their work such as performance management, measuring employee
engagement, and similar. Regardless, besides the scientific community, the study presents
implications for policymakers who can address the ethical and legal compliance of the use of
Al in the workplace with regulation. HR professionals, HR managers, and business leaders as
representatives from the business sector can use the findings and recommendations for strategy
formulation and planning Al implementation projects in their respective organizations.
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ABSTRACT

In coastal areas, tourism plays a crucial role in the economy. Croatia's tourism industry
recorded its highest number of tourist arrivals and overnight stays in 2019. However, the
pressure of tourism on destinations emphasizes the need for sustainable management.
Novigrad, a popular tourist destination in Istria County, was the subject of a research study
aimed at assessing tourist satisfaction and providing valuable insights to managers for
maintaining quality and planning development. The study surveyed beach users on Karpinjan
beach from June to August 2019. A study was conducted as part of the Interreg Mediterranean
MITOMED+ project, where surveys were distributed to respondents in six different languages.
The study collected 304 questionnaires, where the respondents were asked to evaluate their
satisfaction with ten different aspects of the destination and their general satisfaction with the
destination and its tourist offerings. The survey results indicate that tourists are generally
satisfied with the destination Novigrad and its offerings as well as almost all aspects of the
destination. The assessment of tourist satisfaction provides valuable information that can aid
in planning the future development of the destination and determining the type of tourism
product that will be created in the future. Gathering data through tourist satisfaction surveys
can be beneficial for improving destination management planning.

Keywords: destination management, destination offer, tourists’ satisfaction, tourism,
destination Novigrad

1. INTRODUCTION

Tourism in Novigrad, as a popular tourist destination in Istria County, achieved record numbers
of tourist arrivals and overnight stays in 2019. According to the 2019 official data from eVisitor,
the number of tourist arrivals was 230,294, and the number of overnight stays was 1,331,889.
The average length of stay of tourists was 5.8 days. The largest number of tourist arrivals and
overnight stays was recorded in August and July. The highest number of arrivals and overnight
stays were recorded from tourists coming from Slovenia (391,059 overnight stays and 66,231
arrivals), Germany (340,444 overnight stays and 47,989 arrivals), and Austria (226,044
overnight stays and 48,762 arrivals). However, this increase in the number of tourists has put
greater pressure on the destination and natural resources. Due to the unprecedented
consequences of the coronavirus on the tourism sector, sustainable tourism has become even
more important. To aid decision-makers and destination managers, it is useful to monitor the
satisfaction levels of both tourists and residents with different aspects of the destination. During
the recovery period from the pandemic, it's crucial to analyze the changes in tourism trends,
tourists' awareness, preferences, and expectations. By examining their satisfaction levels with
different aspects of the destination, it will be easier to identify areas that require improvement.
This research was conducted for three consecutive years, and in this paper the results from 2019
and 2017 were compared to identify improvement areas. The research aimed to determine the
level of tourist satisfaction with destination aspects in Novigrad to help destination managers
in further planning the development of tourist destinations.
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2. LITERATURE REVIEW

An extensive number of authors in previous research focus on investigating satisfaction levels
with different attributes of tourist destinations (Alegre and Garau, 2010; Danaher and Arweiler,
1996; Golob et al., 2014; Kozak, 2003; Kozak and Rimmington, 2000; Musanovi¢, 2020;
Pawitra and Tan, 2003; Yoon and Uysal, 2005; Yu and Goulden, 2006). According to research
conducted in Croatia, tourists expressed a high or very high level of satisfaction with the
elements of the tourist offer in Istria County (TOMAS, 2019). The same results were verified
in the studies conducted by various authors (Golob et al., 2014; Musanovi¢, 2020). Golob et al.
(2014) examined the level of tourist satisfaction with attributes in the destination Umag, which
is geographically located close to the destination Novigrad. Attributes were divided according
to categories: space, climate, environment; population and employees; safety; organization of
the destination; contents and overall tourist offer. It was found that tourists were highly satisfied
with the offer, but there is always room for improvement despite the high level of satisfaction.
Also, Musanovi¢ (2020) found that tourists on the west coast of Istria in 2016 and 2017
expressed a very high or high degree of satisfaction with the elements of the tourist offer. It is
important to note that tourist satisfaction factors differ between peak and off-season, and
improving these attributes can enhance the destination's competitiveness (Soldi¢ Frleta and
Smol¢i¢ Jurdana, 2018). Magas et al. (2018) emphasize the importance of analyzing a tourist
destination from all aspects to create a competitive destination product that will meet tourists’
needs. Moreover, the authors point out that it is necessary to monitor the satisfaction of not only
tourists and guests, but also residents and employees in tourism, and the information obtained
should be used in the decision-making process to increase the quality and competitiveness of
the destination. Stakeholders’ involvement in the development process contributes to the
quality of the tourist experience and the level of satisfaction (Magas et al., 2018). Destination
managers must prioritize the quality of life of both tourists and locals, as tourism significantly
impacts them (Fyall and Garrod, 2020). This is an essential aspect that shouldn’t be ignored.
Tourists' perspectives need to be an important part of the creation of strategies for managing
destinations but should not be the sole focus (Pearce and Schéanzel, 2013). In addition, the
holistic approach is necessary for efficient destination management (Fyall and Garrod, 2020).
Pizam (1978) claimed analyzing the various dimensions of tourist satisfaction could help
managers identify the factors that influence tourists' overall satisfaction and dissatisfaction.
Furthermore, it’s crucial for decision-makers to ensure that positive aspects are maintained and
negative aspects are improved (Alegre and Garau, 2010) which can ultimately impact tourists’
satisfaction (Gnanapala, 2015). Monitoring tourist satisfaction is crucial for successful
destination development planning (Wang, 2016). Moreover, tourist satisfaction leads to
destination loyalty (Gnanapala, 2015) and quality, value and satisfaction directly influence
behavioural intentions (Cronin et al., 2000). Bernini and Cagnone (2012) recommend
monitoring tourist satisfaction over time and creating strategies to meet their changing needs,
while considering different types of tourists.

3. METHODOLOGY

The research was conducted as part of the MITOMED+ project (Models of Integrated Tourism
in the MEDiterranean Plus) for the first time in 2017, then in 2018 and 2019 in three different
destinations (Novigrad, Pore¢ and Rabac) in Istria County. The aim was to evaluate tourists'
satisfaction with various aspects of the destination and track changes over time across different
tourist samples. The surveys were taken on the beaches in the destinations. This paper has
analyzed results obtained in 2019 and conducted on the Karpinjan beach in Novigrad from June
to August. Hired interviewers with previous experience conducted the survey. Surveys were
offered in six languages: German, English, Italian, Croatian, Slovenian and Czech. A total of
304 surveys were collected.
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The survey questions were based on the ETIS (European Tourism Indicators System) 2016
survey for visitors, with additional questions based on previous research (Alegre and Garau,
2010; Kozak, 2003; Yoon and Uysal, 2005; Soldi¢ Frleta, 2018). The first part of the survey
included questions about means of transportation to the destination and in the destination, the
way tourists got information about the destination and the main reasons for choosing the
destination. The second part was related to evaluating aspects of the destinations. A 5-point
Likert scale was used to measure satisfaction with aspects in destination. Respondents rated
their satisfaction on a scale of 1 (completely dissatisfied) to 5 (completely satisfied). The data
were analyzed in the SPSS program (22), and Principal Component Analysis (PCA), t-test and
One-way ANOVA were performed. The obtained results served as information to local
managers for plans for tourism development and destination sustainability. Furthermore, the
study also examined whether the satisfaction indicator can support local managers in
destination management. It is crucial to carefully examine the results of evaluations in order to
identify areas that require improvement. By analyzing the aspects that consistently receive
lower scores, managers can take appropriate measures to enhance them and increase the level
of satisfaction among tourists.

4. RESULTS

The final sample of respondents showed that 60.20% of them were women. The majority of the
respondents fell under the age category of 35 to 54 years old, with 50.66% of the total. As for
the residence type, 79.21% of the respondents were tourists who preferred to stay in private
accommodation, which accounted for 67.46% of the total. The findings have been summarized
in Table 1.

| Share (%) | Number
Gender (n = 304)
female 60.20 183
male 39.14 119
| don't want to answer 0.66 2
Age (n =304
15-24 10.20 31
25-34 12.50 38
35-44 26.32 80
45 -54 24.34 74
55-64 17.76 54
> 65 8.88 27
Type of residence (n = 303)
resident 0.33 1
house/apartment owner 14.19 43
tourist 79.21 240
weekend visitor 1.32 4
excursion visitor 4.95 15
Type of accommodation (n = 295)
hotel 10.85 32
private accommodation 67.46 199
campsites 2.03 6
private house/apartment 16.95 50
sea tourism harbor/marina 1.02 3
hostel 1.69 5

Table 1: Characteristics of the sample
(Source: Field research from July to September 2019)
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Respondents from 17 countries participated in the survey. The majority of respondents were
from Slovenia (36.51%) and Germany (22.04%) followed by Italy (11.51%) and Austria
(11.18%).

Country Share (%) | Number
Slovenia 36.51 111
Germany 22.04 67
Italy 11.51 35
Austria 11.18 34
Croatia 6.58 20
Czech 2.96 9
Republic

Netherlands 2.30 7
UK 1.64 5
Bosnia and 1.32 4
Herzegovina

Other 3.95 12
countries

Table 2: Country of the origin of the respondents (n = 304)
(Source: Field research from July to September 2019)

The majority (94,41%) of respondents stated they arrived at the destination Novigrad by car
(personal, friend's, or business), while other modes of transport were selected in small
proportions. Regarding the mode of transport to the destination, the majority of the respondents
indicated that they will go on foot, i.e. they will not use transport (69.31%); or that they will
use a car (52.96%) or a bicycle (24.09%). It should be emphasized that on this question the
respondents could choose more than one answer. Other possible options received a significantly
low number of selections, with a small percentage. The majority of the respondents had already
visited the specified destination (52.51%), while the rest most often received information about
the destination from friends or relatives (33.44%) or via the Internet (26.76%). A smaller
percentage of respondents obtained the information from tourist information centers (2.01%),
tourist brochures/leaflets (3.34%) or social networks (2.68%). For the majority of respondents,
the main purpose of visiting the destination Novigrad - 98.02%, refers to holiday, free time and
recreation. Respondents were offered to choose multiple answers, and the next most common
reason relates to visiting friends and family (4.62%), followed by shopping (2.31%), health and
medical care (0.66%), business and professional trip (0.33%) or education and training (0.33%)
or something else (1.32%). The primary reasons respondents chose to visit Novigrad were based
on seven key features: beach (69.77%), nature and landscape (52.49%), accessibility (49.83%),
peace and quiet (49.67%), clean sea (35.22%), hospitality of the host (28.57%) and
accommodation quality (27.91%). The respondents were allowed to select multiple answers,
and all other results are listed in the Table 3.

Table following on the next page
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Features Share (%) | Number

Beach 69.77 210
Nature and landscape 52.49 158
Accessibility 49.83 150
Peace and quiet 49.67 149
Clean sea 35.22 106
Hospitality of the host 28.57 86
Accommodation quality 27.91 84
Gastronomic offer 19.93 60
Entertainment and recreation 9.67 29
Sport 8.97 27
Cultural richness 6.31 19
Something else 5.98 18
Destination popularity 5.65 17
Special event 1.33 4

Table 3: The main features that made the respondents choose to visit the destination Novigrad
(n=301)

(Source: Field research from July to September 2019)

The majority of respondents, 79.27%, based on 275 collected answers, think that sufficient
investment is being made in destination initiatives aimed at sustainability. According to a
survey conducted in Novigrad in 2017, 73.71% of tourists believed that sufficient investment
was made in sustainability initiatives at the destination (Brs¢i¢ et al., 2020). The results in 2019
were even higher and this suggests that tourists recognize the efforts made by destination
managers to invest in sustainable activities. In the survey, participants were asked if they had
traveled with someone who had a disability or limited mobility. Out of the 295 respondents,
5.76% answered yes. They further indicated whether they agreed with the statement “This
destination takes into account the special needs of visitors with disabilities in all areas of activity
— accommodation, public transport, tourist attractions.” and the average score was 3.25
(SD=0.71) based on 77 collected responses, which means that respondents neither agree nor
disagree with the stated statement. In 2019, the average rating was slightly lower than in 2017,
indicating a need for improvement. Destination managers can use this information to work
towards raising the satisfaction level of tourists regarding the above issue. Respondents were
satisfied with almost all aspects of the destination, except for cultural events (average=3.46,
SD=1.09) and nightlife (average=3.40, SD=1.21), for which they were neutral. They were most
satisfied with accommodation quality (average=4.29, SD=0.81), destination cleanliness
(average=4.25, SD=0.80), and local cuisine (average=4.16, SD=0.85). Likewise, the
respondents expressed overall satisfaction with the destination (average=4.20, SD=0.77) and
the tourist offer of the destination (average=4.06, SD=0.79). Respondents' levels of satisfaction
with other aspects are shown in the Table 4.

Table following on the next page
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Relative frequency (%) Ag%eugtéﬁ}é ;;ore
Aspects

completely o o - completely

dissatisfied dissatisfied | neutral | satisfied satisfied average SD
Accqmmodatlon 105 244 871 42.16 4564 4.29 0.81
quality
Destination 0.68 3.39 847 | 4508 4237 4.25 0.80
cleanliness
Oyerall satlsf_actl_on 068 407 5.08 5458 35,59 4.20 0.77
with the destination
Local cuisine 1.74 1.39 14.29 43.90 38.68 4.16 0.85
Overall satisfaction 4.06 0.79
with the tourist offer 1.04 3.46 12.11 55.36 28.03
Information 3.86 1.02
availability at the 1.45 5.45 20.36 43.64 27.64
destination
Sports activities 0.73 2.20 26.37 42.86 25.27 3.82 1.03
Tourist attractions 037 517 2030 53.87 18.82 3.81 0.91
Facilities for children 112 295 24.79 4007 2734 3.77 1.18
or the elderly
Reasonable prices 5.57 9.41 28.57 41.46 14.98 351 1.04
Cultural events 1.84 6.62 32.72 43.01 12.13 3.46 1.09
Nightlife 2.61 7.84 29.10 41.79 13.43 3.40 1.21

Table 4: Tourist satisfaction with destination aspects in Novigrad
(Source: Field research from July to September 2019)

An independent samples t-test was conducted to determine whether there were differences in
satisfaction with aspects of the destination between men and women. Based on the obtained
results, it is concluded that men and women do not statistically significantly differ in
satisfaction with the mentioned aspects in the destination Novigrad. The research showed that
the level of satisfaction with the aspect “information available at the destination” is higher in
women (M = 3.98, SD = 1.003) than in men (M = 3.68, SD = 1.031), with the indicators of the
t-test (273) = - 2.403, p < 0.05). A one-way analysis of variance (ANOVA) was performed to
detect the relationship between the independent variables: age (six levels: 15 - 24, 25 - 34, 35 -
44, 45 - 54, 55 - 64, > 65), type of residence (five options: resident, house/apartment owner,
tourist, weekend visitor, excursion visitor) and type of accommodation (six options: hotel,
private accommodation, campsites, private house/apartment, sea tourism harbor/marina, hostel)
in the destination with dependent variables aspects in the destination. The level of significance
of coefficients is at the level of 0.05. Based on the results, the independent variable age has a
statistically significant influence on two aspects: nightlife (F (5,262) = 2.309, p =0.045) and
facilities for children or the elderly (F (5,261) = 2.810, p =0.017). It was found that the variable
type of accommodation in the destination has a statistically significant influence on the
dependent variables - aspects local cuisine (F (5,274) = 2.271, p = 0.048) and overall
satisfaction with the tourist offer of Novigrad (F (5,276) = 2.563, p = 0.028). Also, ANOVA
showed that the type of residence at the destination has no significant influence on the
dependent variables. Principal Component Analysis (PCA) was carried out with 12 variables,
aspects in destination to extract new components from the final factorial design. Compared to
the 2017 questionnaire, respondents in 2019 evaluated an additional aspect of the destination -
the overall satisfaction with tourist offers. Three principal components (KMO=0.858, Bartlett's
Test Test 2 sig. 0.000, satisfactory reliabilities, Cronbach alpha > 0.851) with eigenvalues
greater than 1, were extracted explaining 62.27% of the total variance. The first emerged
component grouped the following attributes: sports activities, nightlife, facilities for the
children or the elderly, tourist attractions and cultural events.
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In the research of 2017, the results were slightly different because this component with the same
attributes emerged as the second component and was described as destination offers noting that
the Cronbach alpha reliability value was low at 0.526. (Brsci¢ et al., 2020). The strengths of
correlation among variables in 2019 were stronger with Cronbach alpha reliability value at
0.796 and it can be described as a destination offers. The second component that emerged
consisted of attributes of local cuisine and reasonable prices. These two variables were grouped
in 2017 as part of the component described as destination quality (Brs¢i¢ et al., 2020). In this
case, the emerged component can be described as destination value. The third component is
made of attributes: accommodation quality, information available at the destination, destination
cleanliness, overall satisfaction with the destination and overall satisfaction with the tourist
offer. This component emerged as the first component in 2017, but with a note that the attribute
overall satisfaction with the tourist offer was added to the questionnaire in 2019, and the
attribute information available at the destination in 2017 could not be explained in the frame of
extracted component and was excluded from the PCA (Brs¢i¢ et al., 2020). Still, this component
can be described as destination quality.

Pattern Matrix?
Component
Value 1 2 3
Sports activities .838
Nightlife 813
Facilities for the children or the elderly 612
Tourist attractions .602
Cultural events 562
Reasonable prices .906
Local cuisine .903
Accommodation quality 1.016
Information available at the destination .606
Destination cleanliness .567
Overall satisfaction with the destination 524
Overall satisfaction with the tourist offers 454
Factor statistics

Eigenvalue 4.843 1.610 1.019
Variance % 40.356) 13.420 8.492
Cumulative variance % 40.356| 53.776] 62.268
Cronbach alpha 0.796 0.751 0.838
Mean 3.649 3.846 4,149
Extraction Method: Principal Component Analysis.
Rotation Method: Promax with Kaiser Normalization.?
a.Rotation converged in 6 iterations.

Table 5: Principal Component Analysis, tourist satisfaction with aspects in the
destination in 2019
(Source: Field research from July to September 2019)

5. CONCLUSION

The following is a summary of survey results obtained from tourists who visited Novigrad.
Most of the respondents arrived at the destination by car and planned to use it for transportation
during their stay. The majority of them had visited Novigrad before and their main reasons for
visiting were holidays, free time and recreation.
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These results were similar to those obtained from a previous survey conducted in 2017
presented in the paper of the authors Brsc¢i¢ et al. (2020) but with a different sample of
respondents. The tourists were most attracted to beaches, nature and landscape, accessibility,
peace and quiet, clean sea, the hospitality of the host and accommodation quality in the listed
order. Similar results were obtained in 2017, only the order was as follows: beach, clean sea,
nature, peace and quiet, accessibility, accommodation quality and hospitality of the host (Brs¢i¢
et al., 2020). Tourists were satisfied with almost all aspects of the destination, except for the
aspects of nightlife and cultural events, for which they expressed a neutral opinion. This was
different from the results obtained in the 2017 survey where the respondents were also satisfied
with these two aspects, although they had the lowest average ratings (Brsci¢ et al., 2020). The
aspects that received the highest ratings were accommodation quality, destination cleanliness,
overall satisfaction with the destination, local cuisine and overall satisfaction with the tourist
offers. Similar results were obtained in 2017 and presented by Brsc¢i¢ et al. (2020), only the
order of the evaluation aspects was as follows: destination cleanliness, accommodation quality,
overall satisfaction with the destination and local cuisine. The overall satisfaction with the
tourist offers aspect was added to the survey in 2019. In the same previous research conducted
in 2017 in three different destinations (Pore¢, Novigrad and Rabac) was confirmed by the PCA
analysis that the components of destination quality and destination offer can be used as two key
variables in the assessment of tourist satisfaction with the destination (Brsc¢i¢ et al., 2018 .;
Sugar et al., 2019 and Brigi¢ et al., 2020). The analysis conducted in this paper using PCA
produced results that are similar with the research conducted in 2017. The two extracted
components can be described as in past research as a destination quality and a destination offers.
The third new extracted component can be described as a destination value. The information
provided above could be beneficial for managers who intend to create questionnaires for future
research. It is important to ensure that tourism is developed sustainably when planning for
further tourism growth. The satisfaction survey can assist destination managers in effective
planning for further development and in improving the quality of the tourist offer, to ultimately
maintain the destination's competitiveness. As concluded by Sugar et al. (2019) measuring
tourist satisfaction is important for destination branding. Furthermore, satisfaction survey at the
destination level is essential for planning activities that align with the strategic goals of future
development (Brsci¢ et al., 2018). For future research, it would be beneficial to research the
same sample of tourists two years in a row to determine if the level of satisfaction with aspects
of tourist destination Novigrad has changed.
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ABSTRACT

This paper aims to explore the impact of the growth of the electric vehicle market on the
transformation of the automotive industry. The study will analyze key trends, potentials, and
challenges arising from the expansion of the electric vehicle market in a global context.
Through the collection and analysis of pertinent statistical data, the study will investigate the
dynamics of increased electric vehicle sales and their impact on traditional automotive
manufacturers. Additionally, it will examine automotive companies’ investments in electric
technology and the infrastructure changes required to support this burgeoning sector.
Emphasis will be placed on identifying the significant potentials offered by the growth of the
electric vehicle market, such as emissions reduction, technological advancement, and shifts in
consumer behavior. Challenges encompass issues related to charging infrastructure, economic
sustainability, and adaptation for traditional manufacturers to meet evolving market demands.
The study will conclude with an analysis of the current trends in the car market across different
segments of the vehicle industry. It will also provide insights into future market projections.
The linear regression model forecasts that the current trends are likely to continue into the
future. SUV sales are expected to remain strong, while traditional segments like medium and
small cars may continue to face challenges. This paper will explore the multifaceted changes
driven by the growth of the electric vehicle market and its influence on the automotive industry.
The study will highlight potential benefits like emissions reduction and technological
advancements, while also addressing challenges such as charging infrastructure, economic
sustainability, and adaptation for traditional manufacturers. The study will conclude with an
analysis of the current trends in the car market across different segments and provide insights
into future market projections.

Keywords: automotive industry, challenges, electric vehicles, potentials, trends

1. INTRODUCTION

This paper delves into the increasing impact of the electric vehicle market on the automotive
industry transformation, exploring trends, potentials, and challenges on a global scale. The
study utilizes statistical data to investigate the rise in electric vehicle sales and their effects on
traditional automakers, including investments in electric technology and necessary
infrastructure changes. This research investigates the evolving dynamics of the automotive
industry, specifically focusing on the interplay between Electric Vehicles (EVs) and Internal
Combustion Engine Vehicles (ICEVs). By analysing historical and predicted sales trends up to
the year 2033, the study aims to uncover insights into the transformative shifts within the
market. This exploration is prompted by the evident trend of growing EV acceptance and the
corresponding decline in ICEV sales, signalling a potential critical juncture in the automotive
landscape. The study aims to examine the dynamics of the automotive industry, with a specific
focus on the sales trends of Sport Utility Vehicles (SUVs), small and medium cars, as well as
luxury and large cars. Utilizing linear regression analysis, the research seeks to predict the
future trajectory of these vehicle segments.
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Factors such as market dynamics, evolving consumer preferences, and external influences,
including economic conditions and emerging technologies, will be considered to provide a
comprehensive understanding of the automotive market landscape.

2. RESEARCH METHODOLOGY

The analysis involved using polynomial regression models to scrutinize historical automotive
sales data, with a focus on electric vehicles (EVs) and internal combustion engine vehicles
(ICEVs). The exceptionally high R-squared value from the polynomial regression model for
total sales indicated precision. Initially, polynomial regression models provided a nuanced
examination of historical EV sales trends. A combined sales chart facilitated a comparative
assessment of trends between EVs and ICEVs. Extrapolation of polynomial fit models predicted
future outcomes, offering insights into potential automotive market trajectories. For historical
sales data, no specific statistical models were used; the approach relied on plotting graphs based
on actual data. For future forecasting, a simple linear regression model was applied to each
vehicle segment, assuming a linear relationship between time and sales. These statistical
methods aimed to offer a data-driven understanding of automotive industry trends,
underscoring the importance of leveraging such tools for informed decision-making and
forecasting.

3. RESEARCH ON TRANSFORMATION OF THE AUTOMOTIVE INDUSTRY

In the exploration of the transformation of the automotive industry, Chapter 3 unfolds with a
theoretical examination, offering insights into the Electric Vehicle (EV) and Internal
Combustion Engine Vehicle (ICEV) market through theoretical perspectives. Following this
theoretical foundation, the chapter transitions to empirical research, beginning with an analysis
of EV sales spanning from 2016 to 2023 and forecasting future trends. Subsequently, the focus
shifts to a parallel examination of internal combustion engine vehicle sales within the same
timeframe. A comparative assessment of EV and ICEV sales trends, both historical and future
projections, is meticulously scrutinized. The chapter culminates with a detailed analysis of
trends segmented by various categories within the automotive industry. This comprehensive
approach aims to provide a multifaceted understanding of the ongoing transformation within
the automotive sector.

3.1. Theoretical Perspectives on the Electric Vehicle (EV) and Internal Combustion
Engine Vehicle (ICEV) Market

Electric vehicles (EVs) have the potential to contribute to the decarbonization of transportation
and the emergence of low-carbon cities due to the benefits of energy-efficient technology and
low pollution. Thus, it has become one of the development trends of interest in the automotive
industry (Zhao et al., 2015: Amini et al., 2017). Battery electric vehicles (BEV), hybrid electric
vehicles (HEV), plug-in hybrid electric vehicles (PHEV), and fuel cell electric vehicles (FCEV)
are gaining popularity in the transportation sector. There is a growing consensus that these
vehicles will replace conventional, internal combustion engine (ICEV) vehicles in the near
future (Ntombela et al., 2023). The automotive market is a dynamic and complex ecosystem
shaped by various factors influencing consumer preferences, technological advancements, and
environmental considerations. One crucial paradigm shift within this market is the emergence
of Electric Vehicles (EVs) alongside the traditional Internal Combustion Engine Vehicles
(ICEVs). This division reflects a broader trend towards sustainable and eco-friendly
transportation solutions. The segmentation between EVs and ICEVs delineates a critical
distinction in the automotive landscape. EVs, powered by electricity stored in batteries, have
gained momentum due to their lower environmental impact and reduced dependence on fossil
fuels.
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On the other hand, ICEVs, fuelled by traditional combustion engines, have been the mainstay
of the automotive industry for decades. Consumer preferences play a pivotal role in shaping the
dynamics of the automotive market. SUVs, with their versatile appeal and robust design, have
witnessed a surge in popularity, contributing to shifting market trends. Meanwhile, medium and
small cars have experienced a decline, possibly influenced by the rising demand for SUVs.
Technological advancements, particularly in the electric vehicle segment, have accelerated the
transformation of the automotive market. Innovations in battery technology, range
improvement, and the development of efficient charging infrastructure have bolstered the
growth of EVs. The ongoing integration of smart and autonomous features further adds
complexity and diversity to the market. Numerous recent innovations have been achieved with
the goal of enhancing electric vehicles and the parts that go into them, particularly in the areas
of managing energy, battery, design and optimization, and autonomous driving (Abro et al,
2023).

3.2. Electric vehicle sales from 2016. to 2023. and future trends

In this chapter, we will explore historical total electric vehicle sales from 2016 to 2023,
indicating a trend of increasing sales over the years. The data for this research has been sourced
from Statista Electric Vehicles Worldwide Statistics (2024).

Historical Total EV Sales with Polynomial Regression Fit
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Graph 1: Historical Total EV Sales with Polynominal Regression Fit
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))

Graph 1 shows the historical total electric vehicle sales from 2016 to 2023. The graph indicates
that the sales have been increasing over the years, with a polynomial regression fit line
predicting a continuous growth in sales. The blue dots labelled "Historical Sales" represent
actual sales data from 2016 to 2020, while the red curve labelled "Polynomial Regression Fit"
predicts the trend of increasing sales, extending into future years up to 2023. The graph provides
a visual representation of the growth of the electric vehicle market and its impact on the
automotive industry. Graph 2 shows the predicted total sales of electric vehicles for future years
based on the polynomial regression model.
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Graph 2: Predicted total EV sales till 2033.
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))
Graph 2 illustrates the forecasted aggregate sales of electric vehicles for future periods, derived
from the polynomial regression model. The blue line, denoted as "Historical Sales," depicts a
gradual uptick in sales from approximately 2017 until around 2025. Conversely, the dashed red
line, labelled as "Predictions,” forecasts a substantial surge in sales starting around 2025,
projected to approach nearly 60 million by approximately 2032.

3.3. Internal combustion engine vehicle sales from 2016. to 2023. and future trends

Utilizing polynomial regression model, it is examined the internal combustion engine vehicle
(ICEV) sales data from 2016. to 2023. and produced the ensuing Graph 3.
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Graph 3: Historical ICEV sales with Polynominal Regression Fit
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))
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Graph 3 shows the predicted sales of internal combustion engine vehicles (ICEVs) from 2016
to 2023 based on the polynomial regression model. The graph indicates that the sales have been
decreasing over the years, with a polynomial regression fit line predicting a continuous decline
in sales. Graph 4 illustrates the predicted future trends in internal combustion engine vehicle
(ICEV) sales from 2024 to 2033 based on the polynomial model.
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Graph 4: Predicted future ICEV sale trends.
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))

Graph 4 displays the predicted future sales trends of internal combustion engine vehicles
(ICEVs) from 2024. to 2033. based on the polynomial regression model. The dashed yellow
line labelled “Future Predictions” shows a steady upward trend, indicating an expectation of
rising sales over the decade. The key things we can observe from these graphs are EV sales
have been growing rapidly, while ICEV sales have been declining overall. The polynomial fits
capture these opposing historical trends well. The predicted future trends show EV sales
continuing to grow exponentially, potentially overtaking ICEV sales in the 2030s based on the
polynomial extrapolation. ICEV sales are predicted to stabilize and recover slightly in the future
after the initial decline, but likely at much lower volumes than their peak.

3.4. Comparison of EV and ICEYV sales from 2016. to 2023. and future trends

This section compares the sales of electric vehicles (EV) and internal combustion engine
vehicles (ICEV) from 2016 to 2023 and predicts future trends. According to the International
Energy Agency, global electric vehicle sales in 2019 reached 2.1 million vehicles, which was
an increase of 6% from 2018 sales (IEA Electric car sales, 2024). The agency also predicts a
significant increase in electric vehicle sales after 2025, while the sales of ICEVs have been
decreasing over the years (IEA Electric car sales, 2024).
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Graph 5: Comparison of EV and ICEV sales from 2016. until 2023.
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))

It is shown on Graph 5 that while ICEV sales have grown steadily over the 2016 to 2023 period,
EV sales have grown exponentially over the same shortened period. This trend over a shorter
7-year period illustrates the even more rapid adoption of electric vehicles, likely driven by
improving technology and falling prices, making them competitive with traditional internal
combustion engine vehicles. This rapid EV adoption over just 7 years underscores improving
technology and declining prices, making EVs competitive with traditional internal combustion
engine vehicles. Graph 6 illustrates the combined historical and predicted sales trends for
electric vehicles (EVs) and internal combustion engine vehicles (ICEVS) up to the year 2033.
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Graph 6: Comparison of EV and ICEV sales from 2016. until 2023. and future trends until
2033.
(Source: Created by the author based on data from Statista Electric vehicles worldwide
statistics (2024))
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The trend suggests that EV sales will continue to grow rapidly, while ICEV sales will decline
and then stabilize. By 2033, the prediction indicates that EV sales will be approaching the sales
volume of ICEVs, suggesting a significant shift in the automotive market towards electric
vehicles. It is possible to draw conclusions about the market for electric vehicles (EVs) and
internal combustion engine vehicles (ICEVs) now and in the future, based on the preceding
graphs.

Current Market (Up to 2023):

e EV Sales: The solid blue line indicates that sales of EVs have been increasing up to the year
2023. This suggests a growing market acceptance and possibly improvements in EV
technology, infrastructure, and government incentives.

e ICEV Sales: The solid green line shows that ICEV sales have experienced some fluctuations
but generally indicate a decline leading up to 2023. This could be due to a variety of factors
including environmental concerns, regulatory pressures, and the rising popularity of EVs.

Future Market (2024 to 2033):

e EV Sales: The dashed blue line predicts a continued rapid growth in EV sales. By 2033, the
trend suggests that EV sales will approach the sales volume of ICEVs. This could be driven
by continued advancements in EV technology, better battery life, lower costs, and increased
consumer awareness of environmental issues.

e |CEV Sales: The dashed green line forecasts a decline in ICEV sales followed by a
stabilization. This indicates that while ICEVs may still have a significant market share, their
growth is being overtaken by the rise of EVs. The stabilization might suggest a residual
demand for ICEVs, possibly in markets where EV infrastructure is less developed or in
vehicle segments where EVs are not yet competitive.

e Overall Conclusion: The automotive market is undergoing a significant shift towards
electric vehicles. The current trend up to 2023 and the predictions up to 2033 suggest that
EVs will continue to gain market share at the expense of ICEVs. Factors such as
technological advancements, environmental policies, and changes in consumer preferences
are likely to further accelerate this transition. However, ICEVs are expected to maintain a
presence in the market, at least in the short to medium term, until EVs can fully meet the
diverse needs of consumers globally. These conclusions are based on the data and trends
presented in the graph. It's important to note that predictions are subject to change based on
a multitude of factors, including technological breakthroughs, policy changes, and global
economic conditions.

3.5. Trend analysis by segment of automotive industry

The historical data on car sales across market segments have been analysed and forecasted the
trend for each segment from 2023 until 2033. This will be accomplished by implementing a
simple linear regression model for each individual segment, ultimately providing a
comprehensive trend forecast chart for all segments from the year 2023.

Graph following on the next page
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Forecasted Vehicle Sales by Segment (2023 - 2033)
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Graph 7: Historical sales data from 2016 to 2023 and forecasted trend chart for vehicle sales
by segment for the years 2023 to 2033.
(Source: Created by the author based on data from Statista Passenger cars worldwide
statistics (2024))

A simple linear regression model was used for each vehicle segment to predict future trends.
Graph 7 reveals current market trends: SUVs exhibit robust growth, gaining popularity, while
medium and small cars decline, possibly due to the shift towards SUVs. Luxury and large cars
also witness reduced sales, suggesting a potential shift in consumer preferences towards
practical or economical options. Regarding future market projections, the linear regression
model anticipates the persistence of current trends. SUV sales are expected to remain robust,
while medium and small car segments may encounter challenges. However, it's crucial to
acknowledge that linear regression assumes unchanged past trends, which may not always align
with market dynamics, technological advancements, and evolving consumer preferences.

4. CONCLUSION

This paper analyses the impact of the electric vehicle market growth on the transformation of
the automotive industry, exploring global trends, potentials, and challenges. Utilizing statistical
data, the study scrutinizes the increase in electric vehicle sales and their effects on traditional
automakers, encompassing investments in electric technology and necessary infrastructure
changes. The potential benefits, such as emissions reduction and technological advancements,
are highlighted, along with addressing challenges like charging infrastructure, economic
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sustainability, and adaptation for traditional manufacturers. The paper aims to provide insights
into the multifaceted changes driven by the growth of the electric vehicle market and its
influence on the automotive industry. The study concludes that SUVs are thriving, resulting in
declines for small and medium cars, as well as luxury and large cars, signalling a shift towards
practical choices. While linear regression predicts sustained SUV dominance and challenges
for smaller cars, it overlooks market dynamics and evolving preferences. Caution is required
with the basic linear model, given the complexity of the industry, influenced by economic
conditions, regulations, and emerging technologies. Unforeseen events like COVID-19 can
disrupt predictions. In summary, the growth of the electric vehicle market significantly impacts
the transformation of the automotive industry. The study emphasizes potential benefits, such as
emissions reduction and technological advancements, while addressing challenges like
charging infrastructure, economic sustainability, and adaptation for traditional manufacturers.
Additionally, the study notes the thriving SUV market, leading to declines in other car
segments, with caution advised regarding the limitations of linear regression in predicting
industry dynamics influenced by various factors.
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ABSTRACT

When developing tourism offer, there is a particular focus on catering to individuals with
disabilities, as they represent a potential market for tourism services. While implementing
tourism services, this particular tourist segment faces constraints. Persons with disabilities
have the potential rto contribute to the growth of the tourism market for destinations and
businesses. However, it is crucial to ensure that the tourism product is accessible and adapted
to their needs. The significance of this market segment is evident in the variety of tourism
options available and the level of competitiveness among destinations and accommodation
establishments in the global tourism industry. Destination accessibility ensures equal
opportunities for individuals with disabilities to engage in tourism, fostering dignity and
promoting awareness and education regarding accessibility concerns.From the standpoint of
individuals with disabilities as tourists, they foresee potential barriers and requirements that
may arise while traveling. Specific obstacles can either result in the decision to give up on
traveling or enhance the drive and contentment associated with the trip. This study aims to
investigate the perspectives of individuals with disabilities regarding limitations encountered
while traveling. The participants in the study are individuals with disabilities residing in the
Republic of Croatia. The benefits of this study reside in offering valuable insights to tourism
creators in addressing constraints and comprehending requirements, thereby ensuring
equitable tourism opportunities for individuals with disabilities. Integrating individuals with
disabilities into the tourism sector yields favorable social consequences and plays a crucial
role in fostering economic expansion and advancing the tourism industry.

Keywords: individuals with disabilities, inclusive tourism, opportunities for travel, tourism
offer

1. INTRODUCTION

People with disabilities have an equal right to the opportunity for independent travel, accessible
facilities, trained personnel, reliable information, and inclusive marketing (UNWTO, 2015).
Accessibility is defined as the capability for individuals with disabilities to have access equal
to others in terms of the physical environment, transportation, information and communication
technologies, as well as all other content and services. (European Commission, 2010).
Accessible tourism, also known as tourism without barriers, aims to ensure independence,
equality, and dignity for individuals with disabilities or those requiring access. This is achieved
by offering universally designed products, services, and environments (Luiza,2010; Darcy,
Dickson, 2009). The popularity of accessible tourism is on the rise, as more tourist destinations,
hotels, and restaurants are promoting their openness to individuals with disabilities. This
includes providing accessible architecture, elevators, ramps, and similar accommodations.
Unfortunately, the perceived accessibility is frequently deceptive, and the matter of modifying
hotels or tourist sites to suit the specific requirements of individuals with disabilities
necessitates a change in attitudes towards disability and a more comprehensive comprehension
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of the expectations of this particular tourist demographic. (Cockburn-Wootten, Mcintosh,
2020). Tourist offer that is available to individuals with different types of disabilities are rarely
tailored to their specific needs (Zatuska, Kwiatkowska-Ciotucha, Grzeskowiak, 2022). It is
essential to create specialized tourism offerings based on original and innovative tourism
products, often involving the commercialization of natural, cultural-historical, and other
resources (Seri¢, Peronja, Marusi¢, 2020). The purpose of accessible tourism relates to tourism
service providers who can meet the needs of a range of consumers requiring access, including
persons with disabilities (McKercher, Darcy, 2018). The primary appeal of market
segmentation lies in its ability to enable the tourism industry to gain a competitive advantage
and efficiently allocate marketing resources to attract and retain profitable tourist segments. As
a result, both researchers and practitioners are increasingly recognizing the strategic importance
of offering customized goods and services to different segments in what is becoming an
increasingly sophisticated travel market (Burnett, Baker, 2001). Darcy, Cameron and Pegg
(2010) argue that a more contemporary and complex understanding of the accessible destination
experience is necessary for the successful satisfaction of the accessible tourism market by
tourism operators. Businesses have to remove institutional and environmental obstacles in
society to implement accessible tourism. This includes ensuring accessibility in the physical
environment, transportation, and other facilities and services (Buhalis, Darcy, Ambrose 2012;
Poria, Reichel, Brandt, 2011). A study was conducted to determine the implementation of the
concept of accessible tourism in museums (Wiastuti, Adiati, Lestari, 2018)). The categorization
of accessible tourism into five criteria, namely information, transportation, common
requirements, universal design, and accessibility, reveals that no museum has achieved full
implementation of accessible tourism. Instead, they have only made partial progress in this
regard. Although museums offer affordable ticket prices for individuals with disabilities, they
lack comprehensive information and suitable visitor paths. Additionally, one museum does not
have a ramp at the main entrance as an alternative to stairs. It is worth noting that the museum
can be reached by various modes of transportation, but walking is not recommended (Wiastuti,
Adiati, Lestari, 2018). The crucial role is also apparent in travel agencies, which frequently face
criticism for their insufficiently trained personnel who lack the necessary knowledge and
awareness to offer appropriate services for individuals with disabilities. Multiple factors
contribute to this situation: a deficiency in comprehension among individuals concerning the
requirements of this specific market segment, insufficiency in disseminating information, and
a reluctance to cater to the demands of these tourists. Travel guides often overlook the
accessibility of destinations and the convenience of transportation or the availability of
appropriate facilities (Ozogul, Baran, 2016; Buhalis, Darcy, 2010). Cases have occurred in
which travel agencies have stated that specific locations are accessible to people with
disabilities. However, upon reaching these destinations, tourists have discovered that the guide's
perception of the situation differs from their expectations (Buhalis, Darcy, 2010). Individuals
with disabilities exhibit significant loyalty when they find a travel agency that meets their
expectations. However, research suggests that this particular group of tourists relies less on
travel agencies for booking trips, as they are more efficient in gathering the required
information (Packer, Mckercher, Yau, 2007). The experiences of respondents who had
disabilities revealed that the information available on the internet regarding the accessibility of
a place is frequently imprecise or lacking in detail. This information tends to assume that
accessibility only applies to individuals who use wheelchairs. Certain individuals opt to avoid
exclusively visiting popular and easily accessible locations, thereby restricting the range of
destinations they are able to explore (Darcy, McKercher, Schweinsberg, 2020; Cockburn-
Wootten, Mclintosh, 2020). Individuals with disabilities are required to dedicate a significant
amount of time and exert additional effort in conducting thorough research on their intended
travel destination in order to mitigate any potential negative experiences (Cockburn-Wootten,
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Mclintosh, 2020). Darcy (2010) conducted a study that revealed deficiencies in the
documentation and marketing of information regarding accessible accommodation. The study
presented findings that determined the relative significance of criteria for selecting rooms by
developing a scale to measure hotel accessibility. The results suggested that while
sociodemographic variables provided some insight into the selection criteria, the most
significant explanation for the selection criteria and information preferences were dimensions
of disability and the level of support needs. The recommended method for presenting
information about accessible accommodation involved utilizing a blend of written descriptions
and digital images (Darcy, 2010). The main purpose of the research conducted by Burnett and
Baker (2001) was to explore various aspects of the relationship between disability and
destination decision criteria. The results indicate that individuals with more severe disabilities
prefer quieter destinations that provide them with independence and easier access, and it was
shown that the decision criterion related to the environment was more valued as the severity of
disability increased. If this tourist segment recognizes tourist destinations and hotels that meet
their needs, they are more likely to travel more frequently and demonstrate loyalty to such
destinations (Burnett, Baker, 2001). It is anticipated that tourism services for people with
disabilities will no longer be considered a niche, and the offerings will further adapt to
individuals with disabilities. Consequently, the number of tourist destinations capable of
providing specialized tourism products is expected to increase (Ozogul, Baran, 2016). In certain
locations, the tourist amenities encounter a limited capacity to completely adjust their services
due to the insufficiency of infrastructure and accessibility to tourist attractions. Respondents
have indicated their desire to modify and reduce the excursion route in order to avoid stairs and
other obstacles (Marusi¢, 2020).

2. REVIEW of UP TO DATE RESEARCH RELATED TO TRAVEL CONSTRAINTS
FOR PEOPLE WITH DISABILITIES

It is necessary to gain a deeper comprehension of the underlying reasons behind travel among
individuals with disabilities, as well as the obstacles they encounter during their journeys
(Bauer, 2018). Individuals with disabilities are primarily motivated to travel due to the positive
effects it has on their sense of freedom, self-confidence, and ability to overcome doubts about
their capabilities (Bauer, 2018). Within the tourism industry, individuals with disabilities are
present in all market segments. Within this group, tourists with disabilities constitute a higher
percentage of individuals with restricted financial resources and a lower percentage of
individuals who are seeking high-end, thrilling, and nature-oriented experiences (Buhalis,
Darcy, 2010). Accessible tourism facilitates convenient access to tourist areas, amenities, and
provisions, enabling individuals with disabilities to utilize them autonomously. The main
objective of accessible tourism is to redirect attention from disability-specific features and
instead prioritize the diverse societal requirements by adjusting the conditions to the
geographical (social and physical) environment (Kotodziejczak, 2019). Accessibility is a vital
requirement in the tourism industry, indicating that the product must be easily obtainable.
Nevertheless, there are situations in which tourism organizations or destinations ensure the
accessibility of certain areas, but this accessibility is compromised when other important areas
remain inaccessible. Hotel rooms specifically modified for individuals with disabilities may be
situated on the second floor without a dedicated elevator, presenting a difficulty for these
individuals (Packer et al., 2007; Cockburn-Wootten, Mcintosh, 2020). In order to understand
the needs of tourists with special requirements, a tourism offering should first determine how
these individuals are categorized within a specific group. Then, using segmentation, the offering
should analyze their travel preferences and identify the most efficient communication channel
to use (McKercher, Darcy, 2018).
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Multiple studies on individuals with disabilities demonstrate a notable influence on their
requirements for tourism and preferences for accommodations (Burnett, Baker, 2001; Poria,
Reichel, Brandt, 2011). Categorizing individuals with disabilities based on the extent of their
impairment is a valuable procedure, as those with more profound disabilities have distinct travel
patterns and motivations. Accommodation facilities should prioritize the construction of ramps,
allocation of special parking spaces, creation of rooms specifically designed for individuals
with disabilities, and integration of advanced technology (Burnett, Baker, 2001).Key factors
that influence accommaodation choices include the proximity of the accommodation to public
transportation that connects to the city center, the availability of additional services like Wi-Fi
or breakfast, whether these services are included in the price, and the overall cost (Zatuska,
Kwiatkowska-Ciotucha, Grzeskowiak, 2022). When considering accommodation options,
recommendations for hotels in terms of providing services for persons with disabilities are
oriented towards enhancing services for individuals with disabilities through staff education on
various needs of persons with disabilities. (Poria, Reichel, Brandt, 2010). It is essential to
provide education and training that increase awareness and facilitate opportunities for service
providers to engage with individuals who have diverse accessibility needs. According to
McKercher and Darcy (2018), Tippett and How (2020), and Tyler (2017), these efforts are
crucial in improving service providers' capacity to meet the needs of individuals with different
accessibility requirements. The primary barriers that individuals with disabilities encounter
when traveling encompass financial, social, psychological, organizational, equipment,
architectural barriers, along with inadequate staffing and limited tourism options (Kaganek et
al., 2017). The study conducted by Kaganek et al. (2017) found that individuals who faced
barriers due to financial reasons were characterized by a younger age, a mild physical disability,
residing in urban areas with a population exceeding 10,000, and living with their family. Men
with severe disabilities who were raised in families without a history of participating in tourism
and currently live independently or in nursing homes exhibit evident social barriers.
Furthermore, it is highlighted that individuals with higher levels of education among people
with disabilities experience psychological challenges when engaging in tourism. On the other
hand, individuals with severe disabilities residing in rural areas without family face more
pronounced organizational barriers. Disabled individuals residing with their families emphasize
the absence of tourism services tailored to individuals with disabilities as a hindrance to
engaging in tourism activities. A significant limitation while traveling is the availability of
consistent transportation options (Bascom, Christensen, 2017). The primary obstacle and source
of dissatisfaction reported by respondents seeking to participate in tourism activities and visit
destinations is the limited adaptability of transportation systems (Tippett, How, 2020). A large
amount of research and literature strongly supports the idea of taking into account consumer
expectations regarding accessibility, particularly given the wide range of expectations that vary
based on individual needs (Ahmad, 2015). Based on Tyler's research (2017, p. 64), studies on
museum accessibility show a notable difference in the reactions of people with visual
impairments compared to those with mobility limitations. He concluded that certain individuals
refrain from visiting particular destinations identified in the British study due to their
discomfort, as museums are no longer easily reachable, and their capacity to derive pleasure
from them is diminished. According to Cockburn-Wootten and Mclntosh (2020) participants
in a New Zealand study expressed a desire to visit a nearby beach that is about a 45-minute
drive away. However, individuals without private transportation faced difficulties accessing the
beach due to the absence of weekend bus services and infrequent public transportation,
necessitating a visit at a different time. Zatuska, Kwiatkowska-Ciotucha and Grzeskowiak
(2022) conducted international comparative research on the travel experiences of individuals
with sensory impairments. The study, conducted in 2022, identified multiple obstacles to travel
that impose significant limitations on individuals with sensory difficulties.
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In the study mentioned, the factor that had the greatest positive impact on travel was the
availability of customized offers from travel agencies specifically designed for this segment.
This was followed by an increase in financial resources and access to information about
attractions that are adapted for this segment. Furthermore, respondents emphasized that
accessibility to facilities, experiencing local cuisine, and visiting museums and monuments are
among the most significant aspects of travel. This research emphasizes the necessity of
providing training to service personnel in order to effectively cater to the specific requirements
of individuals with diverse disabilities. Researching individuals with disabilities and the
barriers they encounter helps in creating tools that aid in mobility, such as mental maps,
navigation systems, and supplements to the tourism information system that provide data on
the accessibility of spaces, objects, and tourism services. Therefore, the availability of tourism
services for individuals with disabilities is influenced by various factors, including the physical
conditions of tourist facilities and paths, the information provided in tourist guides, brochures,
and websites, the adaptation of facilities and the surrounding environment, and the quality of
professional services (Kotodziejczak, 2019). Zajadacz (2014) observes that accessibility
encompasses the aspects of location (the ability to reach a place), information (clarity,
comprehensibility, and currency), social interactions (communicativeness), and the ease of
obtaining the desired activity in terms of cost and level of difficulty. The findings also suggest
that individuals who have visual impairments, blindness, and hearing impairments should be
offered alternative methods of accessing information. Hence, it is recommended to incorporate
details regarding the availability of amenities and services in all tourist publications. This is
because contemporary tourism cannot operate efficiently in a competitive setting and cater to
the varied and evolving demands of tourists without the utilization of advanced, integrated,
worldwide information systems. Creators of tourism offerings exert influence over the positive
image and reputation by ensuring favorable conditions. Nevertheless, rural areas and winery
visits, which hold importance for individuals with disabilities, continue to lack sufficient
representation in the realm of accessible tourism (Jevi€ et al., 2019). Travel experiences that
are positive for individuals with disabilities enhance their self-confidence and serve as a
motivation for them to travel more frequently (Yau, McKercher, Packer, 2004).

3. METHODOLOGY
Over the past twenty years, there has been a rise in the number of people with disabilities,
making up around 10% of the world's population on average. Moreover, a notable factor that
contributes to the changing characteristics of people with disabilities is the percentage of elderly
individuals. With the growth of the elderly population, there is a corresponding rise in the
proportion of individuals with disabilities. Currently, approximately 650 million individuals
globally possess some type of disability. According to Darcy, Cameron, and Pegg (2010) there
is an expectation that the number will experience a substantial increase in the future. The
population of Croatia, as per the most recent census data from 2021, stands at 3,871,833. The
2022 Report on Persons with Disabilities in the Republic of Croatia states that there is a total
of 624,019 individuals with disabilities. The study included individuals with disabilities who
were categorized based on the degree of disability as outlined in the Regulation on Vocational
Rehabilitation and Centers for Vocational Rehabilitation of Persons with Disabilities. The
degrees of disability are defined as follows:
e Degree 0: There are no obstacles or difficulties in regards to work, or if there are any, they
are insignificant and evaluated to be up to and including 4%.
e Degree 1: Minor impediments and challenges pertaining to work, evaluated between 5%
and 24%.
o Degree 2: Work-related challenges and difficulties are assessed to be moderate or
significant, ranging from 25% to 49%.
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e Degree 3: Significantly challenging and serious obstacles and difficulties in regards to work,
evaluated between 50% and 95%.

e Level 4: Successfully overcome work-related obstacles and challenges, achieving a rating
of 96% to 100%.

As part of the research, participants were given the opportunity to select their specific disability
from a range of options including visual impairment, hearing impairment, deafblindness,
impairment of speech-voice, locomotor system impairment, impairment of the central nervous
system, impairment of the peripheral nervous and muscular system, impairment of the spine
and spinal injuries, impairment of other organs and organ systems, other physical impairments,
intellectual impairments, mental impairments, autistic spectrum disorders, and multiple
impairments. The survey was generated utilizing Google Forms and distributed through email
to organizations representing individuals with disabilities in Croatia. The survey invitation was
additionally distributed on the websites of the above associations. A grand total of 56 fully
completed anonymous surveys were gathered. The study was carried out in Croatia between
December 18, 2023, and January 18, 2024. In their study, Gassiot, Prats, and Coromina (2018)
created a measurement instrument, or scale, to evaluate the challenges or limitations
encountered by Spanish tourists with disabilities while traveling. The objective of the study was
to pinpoint obstacles that hinder Spanish tourists with disabilities, specifically in terms of the
accessibility of tourist destinations, services, and information. The measurement of variables in
this study is consistent with Darcy's (2004) framework. Nevertheless, a drawback of the
conducted research is the inadequate number of respondents.

4. RESEARCH RESULTS AND DISCUSSION
The analysis of the survey was conducted among people with disabilities. As a result of the

conducted research, 56 respondents responded. Table 1 shows the characteristics of the research
sample.

Table following on the next page
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Sex

Age

Your last education degree

What is your monthly household
income

Please state are you

Level of disability (based on
Guidelines for professional
rehabilitation and centres for
professional rehabilitation of
disabled people)

Male

Female

Column N %

Mean

No primary school
Primary school

High school

Bachelor degree

Master degree

Doctorate degree

Up to 500 Euro
501-1000 Euro
1001.1500 Euro
1501-2000 Euro
2001-2500 Euro

2500 Euro and more

I don?t want to answer this
question

Employed

Unemployed

Retired

Self-employed

I receive financial aid for
unemployed people with

disabilities
Degree 0

Degree 1
Degree 2
Degree 3

Degree 4

Count
Column N %
Count
Column N %

Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %

Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %
Count
Column N %

19
33.9%
37
66.1%
100.0%
2.6

0
0.0%
2
3.6%
29
51.8%
4
7.1%
18
32.1%
3
5.4%
6
10.7%
16
28.6%
13
23.2%
11
19.6%
1
1.8%
3
5.4%
6
10.7%
28
50.0%
5
8.9%
17
30.4%
1
1.8%
5
8.9%

5
8.9%

3.6%

3.6%
20
35.7%
27
48.2%

Table 1: Characteristics of the research sample (n=56)
(Source: author calculation)
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The table shows that the survey was conducted with a participation rate of 66.1% males and
33.9% females. The study categorizes different age groups into specific generations: individuals
between the ages of 18 and 30 are classified as Generation Y or Millennials, those aged 31 to
45 are classified as Generation X, individuals aged 46 to 65 are classified as Baby Boomers,
and those aged 66 and above are classified as the Silent Generation. The study found that the
Baby Boomers had the highest level of participation, making up 46.4% of the total. Generation
X had the second highest participation rate at 26.8%, followed by Generation Y at 14.3%. The
Silent Generation had the lowest participation rate, closely trailing behind at 12.5%. In terms
of education, the majority of respondents, accounting for 51.8% of the participants, have
successfully completed secondary education, which exceeds half of the total number of
participants. In addition, 32.1% of the participants have obtained a graduate degree, while 7.1%
have obtained an undergraduate degree. All participants have fulfilled the requirement of
mandatory foundational education, with two participants having solely completed primary
school, and 5.4% having successfully completed advanced studies beyond the undergraduate
level. Approximately 50% of the participants are currently employed, whereas 30.4% have
retired. 8.9% of the respondents are unemployed, while another 8.9% receive financial
assistance specifically for unemployed individuals with disabilities. There is a single self-
employed person in the sample. Regarding household income, the majority of respondents
(28.6%) reported monthly incomes between €501 and €1000, while a notable portion of
respondents (10.7%) opted not to reveal their income. 23.2% of respondents report monthly
incomes ranging from €1001 to €1500, while 19.6% have household monthly incomes between
€1501 and €2000. Out of the total number of individuals surveyed, only one person (1.8%) has
a monthly household income ranging from €2001 to €2500. On the other hand, three individuals
(5.4%) have reported monthly household incomes of €2500 or higher. The study findings
indicate that Level 4, which represents the highest degree of disability, accounts for the largest
proportion (48.2%) of individuals in the sample. This suggests a substantial number of
individuals with more severe disabilities. Subsequently, Level 3 is indicated, accounting for
35.7% of the participants. Levels 0 (8.9%), 1 (3.6%), and 2 (3.6%) constitute a relatively smaller
proportion of the overall population. Various types of disabilities are reported, with the most
common being Locomotor system impairment (20.0%), followed by Visual impairment
(14.5%) and Other physical impairments (16.4%). Some types of disabilities, such as mental
impairments and Deafblidness, have zero representation in the sample. The table provides
insights into the demographic, socio-economic, and disability-related characteristics of the
surveyed population.The research was carried out in the Republic of Croatia, with the city of
Split having the highest number of participants (15 respondents), followed by Zagreb with 13
respondents. Slavonski Brod had 4 respondents, while Makarska, Omis, Osijek, Rijeka, and
Trogir each had two respondents. Furthermore, there was one participant from each of the
following locations: Bjelovar, Kastela, Koprivnica, PoZzega, Samobor, Slatine, Solin, Srednji
Lipovac, Sveti Ivan Zelina, Velika Gorica, Pula, and Cakovec. Over the past five years, half of
the participants surveyed engaged in travel within Croatia as well as internationally, whereas
41.1% traveled exclusively within Croatia and 7.1% exclusively abroad. One individual was
the sole person who declared that they did not engage in any form of travel. When queried about
their frequency of travel in Croatia, 53.6% of participants reported visiting multiple times per
year, 23.2% reported visiting once per year, and 8.9% reported visiting once per month. The
majority of international travelers, comprising 30.4% of respondents, travel once a year. This
is followed by 21.4% of respondents who travel multiple times a year, and 19.6% who travel
once every five years. Additionally, 12.5% of respondents travel once every three years. The
remaining options, such as once a month, never, once every two years as circumstances allow,
and never in the past 15 years, each had only one participant. An examination of travel during
the recent time period reveals a wide range of activities among the participants.
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50% of the respondents reported having traveled within the past 3 months, while 19.6% traveled
within the past 6 months. Minor proportions encompass extended durations of travel: 12.5%
within the past year, 3.6% within the past two years, and 7.1% within the past five years. In
addition, 7.1% of the participants have abstained from traveling for a period exceeding five
years. The data presented here demonstrate the wide range of travel experiences among the
individuals who participated in the survey. The examination of the answers to the query
regarding the most recent journey and the individuals who accompanied them demonstrates the
wide range of experiences among the participants. The majority of respondents typically
traveled with their family (35.7%), while a significant portion traveled with their spouse or
partner (26.8%). Lesser proportions consist of individuals who travel independently (12.5%),
in the company of friends (10.7%), or with the assistance of an aide or companion (3.6%).
Respondents also reported the presence of different companions, such as their extended family,
support providers and their families, business colleagues, and participation in team-building
activities and associations for the blind. Each of these companions accounted for 1.8% of the
total. Analysis of the main motivations for travel among respondents reveals a diversity of
reasons driving travel. The most common motivation is the desire to explore new cultures and
customs, with 25% of respondents indicating this as their primary motivation. Other significant
motivations include staying outside their permanent place of residence (10.7%), relaxation
(17.9%), spending time with family and friends (17.9%), exploring new unknown destinations
(14.3%), and business meetings and work-related travel (10.7%). Health reasons represent a
smaller percentage (1.8%), while one person (1.8%) did not specify a motivation for traveling.
An analysis of the methods of obtaining information about destinations and travel among
respondents reveals that the majority of respondents (64.3%) use the internet as their primary
source of information, reading and following available information about the destination. Other
significant forms of information include visiting websites related to specific attractions and
activities (17.9%), sending inquiries to travel agencies (5.4%), participating in organized trips
with associations or where they are led (5.4%), and sending inquiries to specific attractions and
service providers in tourism (3.6%). A smaller percentage of respondents (1.8%) stated that
they do not gather information before traveling and use brochures and magazines. The method
of planning travel among respondents indicates a diversity of approaches to organizing trips.
The majority of respondents (62.5%) prefer independently planning their trips, while a smaller
percentage (5.4%) uses the services of a travel agency. A significant number of respondents
(26.8%) combine these two options, sometimes using the services of travel agencies and
sometimes planning trips independently. There are also individuals who plan trips with
caregivers and family (3.6%). Only one respondent (1.8%) stated that they do not plan trips. By
investigating the preferred mode of transportation during travel, survey results show that the
majority of respondents (66.1%) prefer a personal car or van as their main means of
transportation. The airplane is the second most commonly chosen mode of transportation, with
12.5% of respondents preferring it. The bus shares the same percentage of preference (12.5%).
A smaller number of respondents prefer the train (5.4%), while the option of more diverse
means of transportation is less represented, each with a percentage of 1.8%. These data indicate
the dominant role of personal cars or vans in transportation preferences during travel, while
airplanes, buses, and trains are also significant forms of transportation. The choice of preferred
accommodation during travel reveals that 44.6% of respondents choose hotel accommodation.
On the other hand, private accommodation, including apartments, also occupies the same share
of 44.6%. A smaller number of respondents prefer holiday homes (5.4%), hostels (3.6%), while
camping is less represented (1.8%). These data indicate diverse preferences related to
accommodation, with hotels and private accommodation being extremely popular among
surveyed individuals, while other options are less frequently chosen.
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The choice of preferred activities during travel shows that the majority of respondents (60.7%)
engage in independent exploration of the destination. Leisure and wellness are also significant,
with 10.7% of respondents supporting these activities. Organized trips and tours with guides
are also significant, with a percentage of 26.8%. A smaller number of respondents (1.8%) prefer
spending time with family as their main activity during travel.

IN Range Sum Mean Std. Deviation
Accessibility and availability of |
kine destination 56 4.0 238.0 4.250 .9582
The ac_cessibility of tourist Is6 10 04 0 1 000 9723
attractions ' ' ' i
Accessibility and adaptation of Is6 10 31 0 1 125 10798
laccommodation facilities ' ' ' '
Accessibility and adaptation of Is6 10 o1 0 s 946 1 1349
Jtransportation vehicles ' ' ' '
Accessibility and adaptation of
additional tourist content Is6 10 b14.0 h 821 11772
|(excursions, activities, and ' ' ' '
attractions)
Accessibility and availability of
information about the destination 3.0 238.0 250 1447
\Valid N 56

Table 2: Different accessibility features important when choosing destination
(Source: author calculation)

Table two illustrates the importance of accessibility when choosing a destination for individual
elements: destination accessibility and availability, Accessibility of tourist attractions,
Adaptation of accommodation facilities, Adaptation of additional tourist content, and
Accessibility of destination information, according to the Likert scale from 1 to 5, where 1
indicates that it is not important to them, and 5 indicates that it is extremely important.
Destination availability and information received the highest average score of 4.25, indicating
the most important features that respondents value, while the moderate importance when
choosing a tourist destination, with the lowest average score of 3.82, is the adaptation of
additional tourist content.

IN Range Sum Mean Std. Deviation

The information available through the
internet and other communication channels |56 4.0 181.0 3.232 1.2209
is often not clear or accessible

Inadaptability of additional tourist

o . |56 4.0 217.0 3.875 1.0102
activities such as excursions and events
Insufficient adaptability of public |
transportation for people with disabilities 56 4.0 217.0 3.875 1.0798
Resources such as public restrooms for
people with disabilities, accessible Is6 10 b03.0 h 625 1 0542

restaurants, and cafes are not well-
represented in the destination

In the case of accommodation facilities, the
facilities are generally not adapted for |56 4.0 208.0 3.714 1.0218
|people with disabilities

In most cases,_attractlons at the destination 56 10 196.0 3 500 10090
are not accessible

\Valid N (listwise) 56
Table 3: Different accessibility features in the destination
(Source: author calculation)
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Based on Table 3, participants assessed the primary factors for selecting a destination based on
its suitability for their particular disability. The statement that received the highest average
rating is the assertion that public transportation is inadequately tailored to accommodate
individuals with disabilities, with an average rating of 3.88. The participants also assessed the
supplementary tourist amenities, such as excursions and activities, as inadequately tailored,
receiving an average rating of 3.88. The statement that receives the lowest average rating,
suggesting the highest level of dissatisfaction, pertains to the lack of understandability and
accessibility of information found on the internet and other platforms, with an average rating
of 3.232. Participants provided an average rating for accommodation facilities, indicating that
most of the facilities are not adequately tailored for individuals with disabilities (average rating:
3.714). The average ratings indicate a lack of consensus regarding the claim that attractions at
the destination are frequently unsuitable for individuals with disabilities, and that resources
such as accessible public toilets, restaurants, and cafes are inadequately available in the visited
destinations.

IN Range Sum Mean Std. Deviation
Poor awareness of travel o 4.0 199.0 3.554 1.1587
possibilities
Lack of suitable |56 4.0 212.0 3.786 1.0039
accommodation
Insufficient information about
|the accessibility of the |56 4.0 216.0 3.857 .9230
destination
| don't have anyone to go with |56 4.0 180.0 3.214 1.3976
Too much time is spenton g 4.0 156.0 2,786 1.1235
planning the trip
The cost of travel is high 56 4.0 214.0 3.821 1.0288
Fear of the unknown 56 4.0 183.0 3.268 1.1199
\alid N 56

Table 4: Barriers and obstacles connected with planning travel
(Source: author calculation)

When examining the barriers to travel planning and departure, it is noteworthy that respondents
have a low level of concern about the unfamiliar, with an average rating of 3.27. Conversely,
the statement that they have insufficient information about the accessibility of the destination
receives the highest average rating of 3.86. Upon evaluating each of the previous statements, it
can be concluded that the respondents' perceptions are roughly equivalent. Respondents in the
open-ended question cited destinations that exemplify accessibility and adaptation.
Switzerland, Sweden, Iran, Brussels, Izola, Rome, Istanbul, Mexico, Madrid, Medugorje,
Ljubljana, and London were mentioned internationally. In Croatia, respondents cited Zagreb,
the Makarska Riviera, Varazdin, the Kvarner Riviera, Istria, Crikvenica, Novalja, and the
islands of Bra¢ and Vis, which are notable for their well-suited apartments. Nevertheless, three
participants indicated that Croatia lacks adequately tailored destinations, without specifying
any specific location. The previous inquiry requested valuable suggestions for enhancing the
present state of travel accessibility for individuals with disabilities. The predominant
recommendations encompassed viewpoints on pricing, advocating for more substantial
concessions for individuals with disabilities, more economical pricing, the necessity for
enhanced dissemination of information regarding the adaptability of specific venues,
heightened accessibility of transportation, and the proposal for travel agencies to provide
specialized brochures/programs containing information about destinations that offer adapted
accommodations and other amenities for individuals with disabilities.
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5. CONCLUSION

Tourism is a pleasant activity, but it can present limitations, frustration, and dissatisfaction for
individuals with disabilities. This niche form of tourism has been somewhat overlooked, but it
is progressively attracting the interest of researchers and stakeholders engaged in developing
the tourism offer of destinations. If the tourism industry puts in enough effort to promote
destinations and accommodations that meet the needs of tourists and are positioned correctly,
this form of tourism can be a lucrative segment. The absence of products and services tailored
to individuals with disabilities presents a potential advantage for specific travel agencies to
thrive in the tourism industry. Accessibility for individuals with disabilities encompasses the
capacity to utilize the physical environment, transportation, technology, communication and
information systems, as well as other amenities and services, on an equitable basis. The
advancement of these segments plays a crucial role in enhancing and maximizing the use of
accessible tourism. Research has indicated that the initial emphasis was placed on matters
pertaining to demand, tourism offerings, and travel organization, subsequently followed by an
examination of leisure activities. The respondents identified a significant barrier in the lack of
information regarding the accessibility of destinations, and accommodations were not
adequately adapted according to the respondents' assessments. Additionally, the participants
highlighted the need for more substantial discounts for people with disabilities and called for
greater availability of accessible transportation. Simultaneously, tourist agencies should
provide specific brochures containing information about adapted accommodations and
facilities. This research underscores the necessity for enhancing the accessibility, information
provision, and adaptation of destinations to facilitate a better travel experience for individuals
with disabilities.
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ABSTRACT

Despite numerous privatization programs and efforts to reduce state ownership in enterprises,
state-owned enterprises continue to play a significant role in various economies and contribute
substantially to their gross national products. In different countries and at different times
throughout history, the role and significance of state-owned enterprises have often changed
influenced by four broad groups of reasons: historical, economic, political, and ideological.
Consequently, various reasons justify state ownership in enterprises. However, they are most
commonly found in the achievement of specific economic and social objectives, as well as in
addressing market failures and information asymmetry. A key disadvantage of state-owned
enterprises is their lower efficiency, theoretically grounded primarily through agency, property
rights, and public choice theories. Each of the theories mentioned above focuses on the
behaviour of politicians and managers of state-owned enterprises and the incentives that guide
them in achieving the goals of state-owned enterprises and their personal goals. The
inefficiency of state-owned enterprises has also been confirmed in numerous empirical studies,
which have used varied methodologies and different efficiency measures. Despite significant
efforts in privatization, state-owned enterprises continue to play an essential role in Croatian
economy. This can be substantiated by data showing that in 2021, state-owned enterprises
generated 51 billion HRK in revenue, managed assets worth 232 billion HRK (which represents
53% of the GDP), realized more than 7 billion HRK in investments (accounting for 23% of total
investments) and employed over 47 thousand workers (comprising 5% of the total workforce).
This paper evaluates the efficiency of state-owned enterprises compared to private ones using
a sample of large Croatian companies from 2018 to 2022. It analyzes return on assets and
return on equity, confirming the hypothesis of the lower efficiency of state-owned enterprises.

Keywords: Firm performance, Efficiency, Return on Assets, Return on Equity, State Owned
Enterprises

1. INTRODUCTION

In different countries and at different times throughout history, the role and significance of
state-owned enterprises have often changed, influenced by four broad groups of reasons:
historical, economic, political, and ideological. Despite numerous privatizations since the
1980s, according to La Porta et al. (2002), state-owned enterprises play a significant role in
many economies, even on a global scale, with a growing trend in some sectors. Toninelli (2000)
classifies state-owned enterprises into four main groups: utility services, base products,
financial services, and social services. Megginson (2005) highlights how the role of state
ownership has changed over time and that contemporary economic theory supports state
ownership for three key reasons: balancing economic and social goals, responding to market
failures and in situations of information asymmetry. The existence of state-owned enterprises
is the subject of numerous debates, analyzing their purpose and cost-benefit analysis,
considering business indicators and broader social and economic impact. The literature often
mentions state-owned enterprises’ lower efficiency than private ones, focusing mainly on
business indicators. This paper aims to contribute to the research on the performance of state-
owned enterprises in Croatia.
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The paper includes an analysis of theoretical considerations on the lower efficiency of state-
owned enterprises and the latest empirical studies testing this problem. An analysis was
conducted on a sample of large enterprises in state and private ownership in Croatia. The
scientific contribution of the paper is reflected in the systematic presentation of existing
theoretical knowledge, evaluation of current empirical research, and analysis of the
performance of state and private enterprises in the Croatian economic context.

2. LITERATURE REVIEW

2.1. Theoretical Considerations

In the 20th century, the study "The Modern Corporation and Private Property” by Berle and
Means (1932) initiated an extensive discussion on corporate governance, particularly the
relationship between ownership, ownership structure and business performance. The authors
suggested that modern enterprises require the inclusion of a more significant number of people
(shareholders) due to the size and complexity of operations. With the development of financial
markets, the number of shareholders increases, and control is often delegated to management.
According to the authors, there is a negative relationship between ownership dispersion and
business performance. Following that study, many researchers expanded this thesis to various
aspects of ownership (state, private, insider, outsider, employee stock ownership, etc.). A
critical study, "Theory of the Firm: Managerial Behavior, Agency Costs and Ownership
Structure” by Jensen and Meckling (1976), uses agency theory to explain the inverse
relationship between ownership and performance. The research by Shleifer and Vishny (1997)
proposed shareholder protection laws and ownership concentration as solutions to the conflict
of interest between shareholders and managers. Furthermore, based on these theories, a debate
has developed on state ownership's (in)efficiency. Boycko, Shleifer, and Vyshny (1994) believe
that state-owned enterprises are inefficient due to political decisions, where politicians use
enterprises to favour their supporters (voters). Continuing on these foundations, a theoretical
discussion on the issue of (in)efficiency of state ownership has also developed. Thus, Boycko,
Shleifer, and Vyshny (1994) consider that state-owned enterprises are inefficient due to
deliberate political decisions of governments because politicians use state-owned enterprises to
favour their political supporters through employment, targeted regional investments and
deliberate unrealistic reductions in product prices or imposing excessive prices for purchased
goods (through politically connected suppliers). Politicians have a motive for "bribing
managers" — to cater to their voter base and achieve their own political goals — and managers
have a motive for bribing politicians — to allocate or retain management positions. Thus,
corruption endogenously appears in the model. The analysis of the inefficiency of state-owned
enterprises can be viewed through the problems of incentives and contracts at the
microeconomic level. La Porta and Lopez-de-Silanes (1997) distinguish two causes for the lack
of adequate incentives for efficiency. First, it is believed that supervision in public enterprises
is weaker, leading to weaker incentives for efficiency. (Vickers and Yarrow 1988) Secondly,
political interference distorts the goals and constraints of managers in stete-owned enterprises.
(Shleifer and Vishny 1994) According to Shapiro and Willig (1990), the lower efficiency of
public ownership results from distorted managerial goals. Managers of state-owned enterprises
often answer to politicians and sometimes strive for a political career, thus neglecting efficiency
in favour of maximizing employment and political prestige. (Kornai 1986) This approach is
supported by soft budget constraints, where the state budget covers poor business decisions of
state-owned enterprises due to the high political cost of enterprise failure. Weak supervision is
a common reason for poor incentives. Managers of state-owned enterprises are under weak
supervision because their companies are not traded on the market like private companies,
eliminating the possibility of hostile takeovers and shareholder influence on company
performance.
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According to Yarrow (1986), the capital market does not play a role in disciplining managers
because the debt of state-owned enterprises is part of the public debt. Agency theory, one of the
fundamental approaches for understanding the efficiency of state versus private ownership, has
been developed in the works of many authors, including Megginson (2005), Shapiro and Willig
(1990), Laffont and Tirole (1990), Bos (1991), Yarrow (1989), De Fraja (1993), Boycko,
Shleifer, and Vishny (1994, 1996), Shavell (1979), and Williamson (1975). This theory focuses
on the relationship between principals (owners) and agents (managers) and explores how
principals can effectively supervise agents to act in their interests. In the case of state-owned
enterprises, there is a dual principal-agent relationship: citizens as principals entrust
management to politicians, and politicians as principals entrust the management of state-owned
enterprises to managers. Agency theory emphasizes the challenges of citizens supervising
politicians and the supervision of managers in state-owned enterprises by politicians. The
theory asserts that both managers and politicians, like all individuals, maximize their own goals.
The inefficiency of state-owned enterprises arises from information asymmetry, incomplete
contracts, and lack of clear goals, leading agents to pursue their goals. In contrast, in private
ownership, control mechanisms are more effective. Private enterprises’ managers are
disciplined by various external and internal control mechanisms, including the managerial
labour market and rewards based on performance. Such mechanisms are often lacking in state
enterprises, leading to less efficiency. The theory of property rights, developed in the works of
authors such as Veljanovski (1987), Starr (1989), Furubotn and Pejovich (1972), Pejovich
(1990), Demsetz (1967), Zeckhauser and Horn (1989), Bos (1991), Barnes (1985), Cowling
(1980), Alchian (1965), Fama (1980), Grossman (1980) and Yarrow (1986) argues that public
enterprises are economically less efficient due to the way ownership affects systems of rewards
and punishments for managers. Dispersed property rights reduce the motivation for efficient
use of assets. Although shareholders in large corporations cannot supervise management as
owners in smaller enterprises can, there are compensatory mechanisms. State ownership needs
better-defined property rights with the threat of takeover or bankruptcy to prevent managers
from "relaxing" and becoming less efficient. Public choice theory, developed by Parker (1998),
De Alessi (1969, 1974), Cook and Kirkpatrick (1995), Starr (1987), Borcherding, Bush, and
Spann (1997), Self (1994), Stretton and Orchard (1994), Boston (1991), Osborne and Gaebler
(1993) and Lane (1991) also has clear views on state ownership. Political motives prevail over
economic efficiency in state ownership, leading to higher costs. As a representative of citizen-
owners, the government focuses on re-election instead of the common good, and managers of
state-owned enterprises aim to strengthen power and prestige. There is a problem of information
asymmetry between voters (principals) and politicians (agents), leading politicians to set goals
not aimed at the common good but at short-term objectives such as maximizing employment
for re-election.

2.2. Empirical Studies

Numerous empirical studies have confirmed the theoretical assumptions about the impact of
state ownership on firm performance. According to Laporsek et al. (2021), this literature usually
focuses on two approaches: comparing performance of enterprises before and after privatization
and comparing the concurrent performance of state-owned and private enterprises. The
historical approach, which compares performance before and after privatization, is often
applied to a small sample, which carries problems of sample selection and generalization, as
noted by Tandon (1997). Moreover, it is difficult to determine the impact of changing
ownership structure from the impact of the changing economic environment. Frydman et al.
(1999) emphasize the importance of financial investments and restructuring before
privatization, which can affect results after privatization. Both approaches face the problem of
measuring performance.
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Chang and Singh (1993) point out two conceptual problems with using profitability as an
indicator of the performance of state-owned enterprises: short-term impacts on profitability that
are not necessarily related to long-term performance and the fact that state enterprises often
have broader goals beside profitability. Researches usually include indicators of profitability,
but also others such as investments, output and employment. Boardman and Vining (1989)
point out the importance of defining appropriate performance measures, emphasising that
private sector criteria cannot always be applied to state-owned enterprises due to different goals
and constraints. Empirical research on the performance of public versus private and privatized
enterprises uses various methodologies, criteria for measuring performance and data samples.
The literature assessing the performance of the private and public sectors often favours private
sector indicators, assuming the same performance criteria regardless of ownership type and
performance measures used are often more applicable for the private sector. This presents a
challenge in analysing the performance of different enterprises in different countries, where the
reasons for the existence of state-owned enterprises can vary. Most works from the first group
confirm privatization's positive effects, i.e., better performance of private-owned enterprises.
Notable works include Megginson (1994), Boubakri and Cosset (1998), Marthue (2007),
Claessens and Djankov (1999), Frydman, Gray et al. (1999), Claessens, Djankov, and Pohl
(1996), Megginson and Netter (2001), Djankov and Murrell (2002), Martin and Parker (1995),
D'Souza and Megginson (1999), D'Souza, Nash, and Megginson (2000), Earle and Estrin
(1996). In the second approach, which compares state and private enterprises concurrently,
better performances are found in the private sector. Notable studies include Borcherding et al.
(1982), Millward and Parker (1983), Boardman and Vining (1989, 1992), Sappington and
Stiglitz (1987), Laffont and Tirole (1990), De Fraja (1993), Boycko, Shleifer, and Vishny
(1994, 1996), Hart, Shleifer and Vishny (1997).

3. ANALYSIS OF THE PERFORMANCE OF STATE-OWNED ENTERPRISES IN
CROATIA

According to Crnkovi¢ et al. (2011), the development of the current state portfolio owned by
the Republic of Croatia should primarily be viewed through the lens of the transformation and
privatization of former social enterprises, which began with the transition process. Privatization
was complex due to transitional and war conditions and the aspiration to achieve economic,
political and social goals. The process began in 1991 with the Law on the Transformation of
Social Enterprises and continued with the Law on Privatization in 1995, covering almost 3,000
enterprises. Despite significant efforts in privatization, state-owned enterprises still play an
essential role in the Croatian economy. According to MPUGDI (2022), state-owned enterprises
in 2021 generated 51 billion HRK in revenue, managed assets worth 232 billion HRK (53% of
GDP), realized more than 7 billion HRK in investments (23% of total investments) and
employed over 47 thousand workers (5% of the total workforce). Therefore, state-owned
enterprises are an essential part of Croatia's GDP and national economy and can be an effective
tool of economic policy, provided they are efficiently managed. State-owned enterprises in
Croatia can generally be divided into two groups: those owned by the central state and those
owned by regional and local government units. Central government-owned enterprises can be
divided into two groups: enterprises of particular state interest currently not intended for
privatization and other enterprises remaining in the portfolio after privatization. Given the
specificities of local and regional self-government enterprises, which are typically companies
established to provide utility services and are mainly micro, small and medium enterprises, the
analysis will compare large state-owned enterprises with large private enterprises. The number
of large enterprises by ownership from 2018 to 2022 is shown in Table 1. According to the data,
it is evident that state-owned enterprises make up 12.1% to 12.7% of the total number of large
enterprises in the Republic of Croatia each year, once again showing their importance and
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significance in the economy. Also, it is noticeable that the number of state-owned enterprises
remains constant, primarily due to the non-implementation of privatization processes.

2018 2019 2020 2021 2022
SOE! 52 52 52 52 52
POE? 375 372 371 363 357
Total 427 424 423 415 409

Table 1: Number of enterprises by type of ownership

(Source: Prepared by author based on FINA® data)

2018 2019 2020 2021 2022
SOE 17.382 17.880 18.160 18.681 20.056
POE 35.337 40.273 40.722 43.955 49.519
Total 52.719 58.153 58.883 62.637 69.575

Table 2: Total assets of enterprises by type of ownership (in million Euros)
(Source: Prepared by author based on FINA data)

Table 2 shows the total assets managed by enterprises in the Republic of Croatia, indicating
that depending on the year, state-owned enterprises manage 28% to 32% of the total assets of
large enterprises, reconfirming their significance in the national economy. Given that the share
of state-owned enterprises in total assets is significantly larger than their share in the total
number of enterprises, it is clear that state-owned enterprises, on average, manage up to 3 times
larger assets per enterprise than private ones, which is also confirmed by the data in Table 3.
This can be explained by the specific role of state-owned enterprises, typically infrastructural
companies managing large network systems (electricity supply, roads, gas pipelines, oil
pipelines, etc.)

2018 2019 2020 2021 2022
SOE 334.27 343.85 349.24 359.26 385.69
POE 94.23 108.26 109.76 121.09 138.71
Total 123.46 137.15 139.20 150.93 170.11

Table 3: Mean assets per company by type of ownership (in million Euros)
(Source: Prepared by author based on FINA data)

In order to conduct a comparison of the performance between state-owned and private
companies, the average values for the Return on Assets (ROA) and Return on Equity (ROE)
indicators were calculated for each group of companies for each of the observed years. ROA
and ROE were selected as the key indicators that determine the efficiency of a enterprise in
generating profits concerning its total assets and equity capital, respectively. From the data
presented in Tables 4 and 5 and Figures 1 and 2, it is evident that private companies have
significantly higher profitability as measured by ROA and ROE indicators in all the years
observed. Specifically, in the pre-pandemic period (up to 2020), private companies achieved
almost the double return in terms of ROA. The difference in ROE is even more significant,
reaching up to three times. In the post-pandemic year of 2021, private companies achieved
almost five times better results in both ROA and ROE, indicating the sluggishness and
unpreparedness of state-owned companies for recovery after the pandemic.

1 State Owned Enterprises
2 Private Owned Enterprises
3 Croatian Fianancial Agency - https://infobiz.fina.hr/
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In 2022, state-owned companies recorded negative ROA and ROE, primarily as a consequence
of the Croatian government's decision to control energy prices (especially electricity), leading
to substantial losses for Hrvatska Elektroprivreda d.d. and consequently negative returns for the
entire group of state-owned enterprises.

2018 2019 2020 2021 2022
SOE 1,91 2,07 1,14 1,07 -2,65
POE 3,51 3,98 2,25 5,36 4,32
Table 4: Mean return on assets (ROA) by ownership type
(Source: Prepared by author based on FINA data)
6.00
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4.00
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1.00
0.00
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s SOE mmmmm POE cvoveeeee Linear (SOE)  «c-eeee- Linear (POE)

Figure 1: Mean return on assets (ROA) by ownership type
(Source: Prepared by author based on FINA data)

Based on a sample of large Croatian companies, the results confirm the general hypothesis of
the lower efficiency of state-owned enterprises compared to private ones. It is important to note
that this research has limitations, which also imply directions for future research. Specifically,
only two measures of profitability are used and to get a complete picture of the performance, it
would be necessary to analyze other indicators from both the balance sheet and the profit and
loss statement, which was impossible in this study due to its scope. Additionally, it is essential
to mention that large state-owned enterprises in Croatia, as previously noted, are mainly
companies that provide so-called network goods. Therefore, they typically manage significantly
more assets than private companies, affecting the ROA and ROE indicators calculation. Also,
the mentioned fact about the nature of large state-owned enterprises indicates the goals for
which they exist: infrastructural goods used by both the population and entrepreneurs.
Therefore, their primary goal is not profitability but the provision of infrastructural goods.
However, even in fulfilling these goals, it is essential to be guided by the motive of efficiency
and rational use of resources.
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2018 2019 2020 2021 2022
SOE 3,93 4,29 2,40 2,34 -6,61
POE 12,63 9,37 5,24 12,17 9,73
Table 5: Mean return on equity (ROE) by ownership type
(Source: Prepared by author based on FINA data)
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Figure 2: Mean return on equity (ROE) by ownership type
(Source: Prepared by author based on FINA data)

4. CONCLUSION

Despite numerous privatization programs and efforts to reduce state ownership in enterprises,
state-owned enterprises continue to play a significant role in various economies and contribute
substantially to their gross national products. In different countries and at different times
throughout history, the role and significance of state-owned enterprises have often changed,
influenced by four broad groups of reasons: historical, economic, political, and ideological.
Consequently, various reasons justify state ownership in enterprises and they are most
commonly found in the achievement of specific economic and social objectives, as well as in
addressing market failures and information asymmetry. A key disadvantage of state-owned
enterprises is their lower efficiency, theoretically grounded primarily through agency, property
rights, and public choice theories. Each of the theories mentioned above focuses on the
behaviour of politicians and managers of state enterprises and the incentives that guide them in
achieving the goals of state-owned enterprises and their personal goals. The inefficiency of
state-owned enterprises has also been confirmed in numerous empirical studies, which have
used varied methodologies and different efficiency measures. Despite significant efforts in
privatization, state-owned enterprises continue to play an essential role in Croatian economy.
This can be substantiated by data showing that in 2021, state-owned enterprises generated 51
billion HRK in revenue, managed assets worth 232 billion HRK (which represents 53% of the
GDP), realized more than 7 billion HRK in investments (accounting for 23% of total
investments) and employed over 47 thousand workers (comprising 5% of the total workforce).
This paper analyzed the efficiency of state-owned enterprises compared to private ones using a
sample of large Croatian companies from 2018 to 2022. According to the data, it is evident that
state-owned enterprises make up 12.1% to 12.7% of the total number of large enterprises in the
Croatia each year, once again showing their importance and significance in the economy.
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Depending on the year, state-owned enterprises manage 28% to 32% of the total assets of large
enterprises, reconfirming their significance in the national economy. Given that the share of
state-owned enterprises in total assets is significantly larger than their share in the total number
of enterprises, it is clear that state-owned enterprises, on average, manage up to 3 times larger
assets per enterprise than private ones. To compare the performance of state-owned and private
enterprises, the average values of Return on Assets (ROA) and Return on Equity (ROE) were
calculated for each of the observed years. The results show that private companies achieve
significantly higher profitability as measured by the ROA and ROE indicators across all the
years observed. Consequently, the results of this analysis confirm the initial hypothesis of the
lower efficiency of state-owned enterprises, even in the sample of large Croatian companies.
Results also suggest a need for further analysis, considering state-owned and private enterprises'
different objectives and capital structures.
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ABSTRACT

In today's tourism market, there is a growing interest for outdoor activities among tourists.
Outdoor activities have become an integral part of daily life, and consequently the tourism
market shows its orientation towards these activities. This paper examines the role of cultural
routes as a key factor in the development of various outdoor activities and thus outdoor tourism.
Cultural routes, whose itineraries may include cultural heritage, art, religion, gastronomy, and
other cultural aspects, are proving to be a significant segment in the development of various
forms of cultural tourism. Their potential, which goes beyond the aforementioned
interpretation, is underutilized as a tourism product and remains insufficiently explored in
academic articles. This paper examines how cultural itineraries can be integrated into the
growing trend of outdoor activities in order to contribute to the development of their visibility.
To this end, a survey was conducted among visitors to cultural route in the Primorje - Gorski
Kotar County to investigate the influence of outdoor activities on the development of cultural
routes. The study provides results on the competitiveness of cultural routes based on outdoor
activities such as walking, hiking, and running. This study contributes to the identification of
elements for the development of cultural route offers in the context of outdoor tourism. The
study contributes to the development of small and medium-sized enterprises along existing
routes and to the improvement of the tourism offer in order to create a better competitive
advantage.

Keywords: cultural routes, outdoor activities, tourism

1. INTRODUCTION

Interest for outdoor activities in tourism markets has been on the rise over the past ten years.
The quality of everyday life is improving with diverse outdoor activities. Consequently, those
activities are in demand while traveling and staying at tourism destinations. For the purpose of
achieving the most diverse activities, there is a greater need for itineraries providing such
activities, while facilitating additional learning about history, cultural-historical heritage,
gastronomy and more through outdoor activities, and likewise facilitating entrepreneurial
activities offering various services along the itineraries. Cultural-historical heritage represents
a significant element in the tourism development of destinations, and it is a core part of various
types of tourism, including those types focused on outdoor activities.
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In order to create a special and innovative tourism activity, the link between outdoor activities
(especially walking) and a destination's cultural offer enables market-competitive tourism
products and has also sparked the regional development of rural areas. Mariotti (2012) states
that innovation and creativity, especially in cultural production and communication, including
through cultural itineraries, could be the path towards reaching a position of strong cultural
identity and dynamic offer in the new international environment, while simultaneously being
focused on increasing participation and engagement by both the local community and visitors.
In the process of creating an offer that synergistically combines cultural values and outdoor
activities, the biggest stakeholders are small businesses and the local community that can use
such an offer to improve their regional development by increasing employability, reducing the
depopulation of rural areas and more. This paper tackles what exactly connects a cultural route
with outdoor activities and what attracts visitors to such activities.

2. LITERATURE REVIEW

Cultural routes based on historical and cultural values are tourism products recording increasing
interest in the tourism market in recent years. Many researchers emphasize the importance of
cultural values in the tourism offer (Richards, 2011). Pan¢i¢ Kombo (2006) notes that there are
specific areas of demand in tourism that are constantly developing as tourists seek authenticity
and cultural meaning. Cultural resources, including routes, paths, and trails, become tourism
attractions through planning, and they become products through interpretation. Rudan (2023)
states that cultural routes and trails are becoming more prominently considered in the domain
of destination management, with the aim of creating communication and interpretation between
specific natural and cultural values present in certain spaces. Zabbini (2012) points out that the
context of a cultural itinerary stems for the rich heritage based on many tangible and intangible
variables, both past and future, that can lead to unique and outstanding results, as well as certain
experiences taking place in a given time or location. Cultural routes can be observed as a
combination of three elements: geographical area and points of interest, a topic connecting the
various part of routes, and tourism products and services offered to visitors in various
destinations connect to the route (Pattanaro, Pstocchi, 2016). Bogacz-Wojtanowska, Goral
(2018) state that a route connects locations and places selected according to a thematic criterion.
This criterion is a unique and representative example illustrating the broadly understood
cultural heritage of a specific area, community, ethnic group, national minority, or people.
According to lakovaki (2023), a cultural route is a collection of points of interest (POI)
encompassing a specific geographical area sharing similar attributes, a main theme, as well as
distinctive architectural or historical features near objects, buildings, and natural landscapes.
Majdoub (2010) states that cultural routes are a type of cultural spending and impact the
creation of a cultural experience. The cultural experience on cultural routes is based on a
complex interaction between various elements, thus enriching a visitor's journey using deeply
rooted cultural aspects of a certain area. Key factors shaping and spreading a cultural experience
on such routes include historical heritage and tradition, artistic expression, gastronomy, outdoor
education, as well as outdoor activities. Furthermore, Vada, Dupre, Zhang (2022) researched
the literature on route tourism and state that there are four key aspects of route tourism. First,
there is a consensus that route tourism is based on mobility — there is a journey to undertake,
meaning that the destination requires a certain level of infrastructure, while visitors have a
certain level of preparation to do in order to get the sense of achievement at the end of their trip.
Second, route tourism is spatially defined and a high level of collaboration between
stakeholders can be expected from a structural perspective. Third, attractions and activities
differ from route to route, they are narrowly tied to the main theme, white tangible features of
aroute, e.g. its physical attributes, can and do not have to contribute to attractiveness.
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Fourth, route tourism can change over time, e.g. a drop in interest for the route, and it can
change spatially, e.g. reducing or expanding the route. According to Richards (2011), cultural
routes are important not just because of the physical journey, but also because they are in
themselves a form of narrative. Routes tell stories about the places they pass through and link,
and about the people who travel them. Somoza, Lois, Samoza (2023) state that a new sensibility
for walking and exercise became prominent because of the Camino de Santiago route, and later
with the creation of European Culture Routes. Many destinations are searching for opportunities
to develop cultural routes and outdoor activities on those routes following the example of the
Santiago de Compostela Pilgrim Routes. Over 45 Cultural Routes of the Council of Europe
cover a host of themes, from architecture and landscape to religious motifs, from gastronomy
and intangible heritage to key figures of European art, music, and literature. Furthermore,
Somoza, Lois, Samoza report that The UNESCO World Heritage Declarations reinforce this
symbolism, endowing the paths intended for walking or cycling with a brand of international
prestige present in the demand. It is paramount to develop sustainable development in such
spaces in order to preserve the environment and create an offer that will attract visitors through
its authenticity. Graf and Popesku (2016) state that cultural routes enable an area to be better
branded and promoted, i.e. they facilitate innovation and the creation of something completely
new and unique using available resources. Cultural routes enable a synergy between various
participants, the local population, and small businesses acting in such rural spaces.
Additionally, connecting cultural-historical heritage and creating an innovative tourism product
contributes to the satisfaction and quality of life of the local population, as well as the quality
of tourists' stay at destination. Zabbini (2012) highlights that the success of a tourism route is
based on the idea of collaboration. Collaboration is the foundation of an itinerary and achieving
sustainability, which is a goal set based on an integrative approach to marking a route. To
successfully implement sustainable tourism, many stakeholders must be taken into account,
making collaboration a major factor. Local stakeholders (local government and self-
government, entrepreneurs, local population, destination management) must be involved in
designing the future of cultural-historical heritage as cultural heritage can only be turned in a
new value for the destination through a joint, systematic approach (Rudan, 2023).

3. OUTDOOR ACTIVITIES AND CULTURAL ROUTES

Creating new values for a destination based on cultural routes is more frequently veering away
from observing the impact of routes on a destination's economy. Schubert et al. (2020)
determined that outdoor activities on cultural routes have become and incubator for innovation
and economic diversification, and that the cultural route offer is more commonly being
expanded with outdoor activities. Outdoor activities encourage a deeper connection between
tourists and cultural heritage and promote a deeper sense of cultural immersion. Vistad et al.
(2020) determined that activities on cultural routes have an effect on self-introspection,
awareness and sensation of nature, focus on freedom, relationship with others, and focus on
experiences. The literature highlights the diversity of outdoor activities that can be integrated
into cultural routes — from educational walks and heritage trails to adventurous activities such
as rock climbing and kayaking. By incorporating such activities and being able to meet diverse
interests and preferences, a destination can attract a broader range of tourists. Preferences can
involve anything from a desire to get to know the cultural and traditional values, seeing the
cultural attractions, to attending events along the route and more. Outdoor activities on cultural
routes such as exploring the environment, hiking, cycling, or other outdoor activities offer
visitors a chance not just to see the cultural landmarks, but to connect them with the
environment and other visitors on the route in a unique manner. When defining outdoor tourism,
Hao et al. (2016) state that it is a special destination product that combines tourism with natural,
cultural, and human resources.
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Silva et al. (2021) describe outdoor tourism as a set of activities that aims to convert free time
into dynamic, participatory, and creative activities, thus facilitating a synergy between tourism,
sport, and nature, and enabling tourists to enjoy their activities in rich nature. Such activities
encourage interaction between tourists and cultural heritage. By exploring natural wonders and
areas of cultural importance in the open, tourists have the opportunity to experience a
destination’'s authenticity and participate in activities that strongly connect them with the local
identity. Additionally, outdoor activities encourage tourists to make a connection with local
communities, which enables the exchange of knowledge and participation in authentic cultural
events. Tourists also connect with other visitors on a route. Outdoor activities on cultural routes,
which can be classified as hard or soft activities, contribute to the physical experience of the
space, and encourage an emotional connection and deeper understanding of cultural heritage.
Baker et al. (2021), Baker and O'Brien (2017) divide outdoor activities into hard and soft types
of activities that can take place on land, in air or in water, where soft activities entail low risk,
minimum dedication and beginner skills, while hard activities involve high risk, intensive
dedication and advanced skills. Through dynamic and interactive research methods, tourists
become active participants in preserving and promoting cultural heritage, thus facilitating
sustainable tourism and long-term preservation of cultural values. Therefore, an analysis of the
roles of outdoor activities on cultural routes is key to understanding how tourism activities can
shape and enhance the cultural experience while contributing to the preservation of unique
cultural values.

4. OUTDOOR ACTIVITIES AND CULTURAL ROUTES IN PRIMORSKO-
GORANSKA COUNTY

Outdoor activities on cultural routes have been researched using routes located in the Primorje
— Gorski Kotar County in Croatia, which offers the possibility of visiting castles, forts, old
towns, and religious facilities (Primorje — Gorski Kotar County, 2024). According to the goals
of the research, the authors of this paper propose the following research questions: 1. Which
activities in outdoor tourism can contribute to the development of cultural routes, 2. Which
entrepreneurial activities can be developed on a cultural route by improving the outdoor tourism
offer? Data was collected from March to October of 2023 on a total number of 348 visitors to
a cultural route, who were sent a link to access the questionnaire. The response rate was 31.9%
(111 participants).

Issue

Gender Nm. %

M 50 45.04%

F 61 54.95%
TOT 111 100%
Age
18-25 14 12.61%
26-30 20 18.02%
31-45 15 13.51%
46-60 38 34.23%
> 61 24 21.62%
TOT 111 100%

Table 1: Demographic profile
(Source: Authors’ own elaboration)

Most participants are 31-45 years (33%) and female (61%).
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The questionnaire contained 35 items divided into 5 dimensions: demographic profile, reason
for visit, preferences towards outdoor activities, integration of the outdoors into the cultural
route offer. The Likert scale was used, from 1 (completely agree) to 7 (completely disagree).
The analysis showed that preferences for visiting a cultural route based on outdoor activities
are grouped as soft outdoor activities, hard outdoor activities, and other, i.e. participants who
did not find outdoor activities relevant. Most participants (39.6%, 44 visitors) stated that they
are interested in casual walks while visiting cultural routes, while 22.5% (25 visitors) noted
hard outdoor activities (such as motocross or mountain biking) as motivation for visiting a
cultural route. A total of 42 visitors (37.8%) stated that outdoor activities are not a priority for
them and that they do not visit a cultural route because of an outdoor activity. The participants
mostly positively responded to broadening cultural route offer with outdoor activities. A total
of 47.7% of the visitors are willing to revisit the culture route if it were enhanced with outdoor
activities. Within that dimension, the participants most commonly opted for renting bicyles as
motivation. The analysis shows the difference in outdoor activity preferences based on gender,
age, and reason of visit. Male visitors show a higher tendency for outdoor activities, both soft
and hard activities on cultural routes. Visitors whose primary motivation is to get to know the
cultural and traditional values on the cultural route are aged 45 and over, and mostly female.
Various events on the cultural route show no significant statistical differences between the
demographic groups. Active vacationing is an especially prominent category when evaluating
the motivation level for visiting a cultural route. Specifically, 29.7% of participants (33 visitors)
stated that visiting a cultural route represents a part of active vacationing and that they see routes
as a way to enhance a destination's outdoor offer. The same participants recognize cultural
routes as an opportunity for entrepreneurial innovation in outdoor tourism, from renting hot air
balloons to renting VR glasses and more. Participants state that additional offers on the cultural
route contribute to the route being recognized, ensures more visits, and makes it easier for the
local population to develop entrepreneurial activities.

Issues Aver. score St.dev.
Hard outdoor activities 2.5 1.62
Soft outdoor activities 2.8 1.75

Table 2: Type of outdoor activity as motivation for visiting a cultural route
(Source: Authors’ own elaboration)

Table 2 shows the degree of introducing types of outdoor offer that affect motivation for visiting
a cultural route. Participants evaluated the stated offer using a Likert scale, where 1 = lowest
motivation for visit, and 7 = highest motivation for visit. The participants’ willingness to visit
the route again indicates that the offer of soft activities is ahead of hard activities, even though
the difference between the two is not particularly significant. Specifically, 33% of participants
(37 visitors) consider hard activities to be a better way to attract new visitors than soft activities.
A majority of visitors perceive that a unique outdoor experience is the most important element
for attracting new visitors to a cultural route. In fact, 55.8% of participants (62 visitors) state
that introducing an innovated offer specific to a cultural route and not available at competitive
cultural routes leads to diversification and recognizability of the route and attracting new
visitors. Some of the activities include ballooning, hang gliding, parkour festivals and more.
Based on the acquired data and analysis, the answer to the research question about trends in
outdoor tourism that could be applied to innovate the offer of a cultural route comprises mostly
hard activities — the participants highlighted activities in the air and on land, and the most
mentioned included hard activities in the air such as ballooning or hang gliding. The conducted
research provides insight into the development of entrepreneurial ideas based on preferences
stated by visitors of cultural routes, i.e. what they define as the most attractive motivations for
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the visit. Entrepreneurship on cultural routes plays a key role in broadening the tourism
experience and supporting local economy. Diverse outdoor activities on land, in the air and in
water offer a significant opportunity for the development of small and medium businesses,
especially in partnership with a traditional gastronomic offer. Based on participants' attitudes,
outdoor activities such as e-bike, motocross, organized hiking tours, and gastronomy with
traditional dishes are the most prominent options for introducing a new offer, thus also creating
the foundation for entrepreneurial activity. The results of the polls show that tourists are more
and more interested in an experience that involves high quality activities such as adventure
sports, museum, interpretation centers and other cultural facilities. Activities on land form the
base component for developing entrepreneurship on cultural routes. E-bike rides, motocross
adventures, and hiking attract a broad spectrum of visitors, from adventurous types to soft
family-friendly activities. Additionally, the gastronomic offer with a focus on traditional dishes
offers visitors an authentic local cuisine experience, further facilitating collaboration with local
restaurants and food producers. The greatest competitive advantage on cultural routes can stem
from innovative offers on water and in air. Ballooning is a unique way to explore old towns or
castles from the air, providing spectacular view and unforgettable memories. Sailing on
traditional boats around the coast and islands and connecting cultural locations further enriches
the tourism experience. Such a concept creates an opportunity for local entrepreneurs, tourist
agencies, and restaurant operators to impact the creation of a special tourism experience.
Entrepreneurial ideas are further emphasized with increased interest in innovative digital
platforms facilitating interaction between tourists and cultural routes. Collaboration between
local communities, artists, and entrepreneurs in developing digital narratives is becoming more
prominent. Virtual tours and mobile apps for cultural routes are becoming important tools for
creating a personalized experience for visitors. By implementing such innovations, small and
medium businesses can take over a key role in the valorization of cultural routes. Tourist
agencies would have the opportunity to create packages combining land and water activities,
thus enabling visitors to have an all-encompassing destination experience. Restaurant operators
could specialize in traditional cuisine reflecting local identity. Such an entrepreneurial initiative
not only support local economy, but also contributes to the preservation of heritage as visitors
learn about the history and significance of cultural locations. This type of approach to tourism
supports sustainable development, raises awareness on the importance of preserving cultural
heritage, and encourages mutual respect between the local community and visitors. Through
innovation, authenticity, and sustainability, small and medium businesses can play a key role
in creating memorable experiences for visitors, and simultaneously support economic growth
and preservation of heritage.

5. CONCLUSION

Cultural routes are an important part of a destination's tourism offer and in many locations they
facilitate regional development. They are not just significant for visitors or travelers reaching
their goal, but all stakeholders along the way — the local population, small businesses, trades
and crafts, and anyone else who contributes to creating a tourism product. Outdoor activities
taking place on the routes are also a key feature. The development and participation in the
outdoor offer depend on the specific physical and spatial properties of the route. Physical
activity connected with cultural values are a combination that can contribute to the development
of tourism, especially in rural area, and in two domains — cultural and outdoor tourism. Research
conducted on the territory of the Primorje — Gorski Kotar County highlights the importance of
connecting outdoor activities with cultural routes as an innovative approach to developing the
tourism offer. Cultural routes are becoming more prominent in the tourism market because they
have the power to attract visitors by combining cultural heritage and outdoor activities.
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When analyzing visitor preferences, there is a tendency towards diverse outdoor activities,
including light walking, cycling, and hiking, but also attractive adventurous activities such as
ballooning and motocross. This diversity of preferences can shape the foundation for creating
innovative tourism products on cultural routes as carriers of entrepreneurial activities in the
future. Outdoor activities not only contribute to the physical experience of a location, but they
also facilitate learning and getting to know the cultural heritage. Introducing innovative
entrepreneurial ideas like ballooning, sailing on traditional boats, digital platforms, and virtual
tours paves the way for developing sustainable tourism and increasing the quality of life of the
local population by developing new initiatives on cultural routes. Combining cultural routes
with outdoor activities has the potential to spark regional development, facilitate sustainable
tourism and contribute to the preservation of cultural heritage.
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ABSTRACT

Interdisciplinary studies in fashion have expanded to encompass various academic domains.
Political economy is a critical dimension in understanding fashion as a social and economic
phenomenon, especially in the interplay between the pursuit of wealth and power. Economic
Law, dealing with the instrumentalization of economic policy, centers on market organization
and the competition for economic surplus. From this viewpoint, legal protection of creativity
within the fashion industry becomes pivotal. Analyzing this market dynamic can unveil drivers
of innovation, critical points in the production chain, and where the protection of intellectual
assets should be applied. This perspective goes beyond the individual creator, reaching into the
structure of the market itself. Thus, it is an exercise in the Economic Law of Intellectual
Property applied to fashion. This work explores fashion's political economy, intellectual
property's economic significance in the fashion industry, and the application of fashion law in
Brazil. It aims to evaluate whether Brazilian law adequately regulates the fashion industry,
providing the necessary legal protection for its dynamism.

Keywords: Copyright, Economic Power, Fashion Law, Imitation, Intellectual property

1. INTRODUCTION

Until the 19th and 20th centuries, fashion was predominantly associated with clothing.
Throughout this period, but especially afterward, fashion penetrated and influenced a variety of
sectors, industries, markets, and forms of cultural expression, taking on the substance of what
Lipovetsky (2009, p. 132) calls consumer fashion, being no longer so much a specific and
peripheral sector as a general form at work in the social whole. The expansion into the broader
set of elements of human sociability, has transformed fashion in an increasingly
multidisciplinary research object. In legal studies, this approach dates to the beginning of the
21st century, when the first fashion law course was offered at Fordham University in the United
States, where the Fashion Law Institute was also established in 2010 (SCAFIDI, 2019).
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Other areas of knowledge, such as philosophy, economics, or sociology, have been in dialogue
with fashion for a longer time, and there is a large accumulation of interdisciplinary knowledge
to be considered in legal approaches to fashion (HANSON, 1990; HEMPHILL & SUK, 2009;
ASPERS & GODART, 2013). The various epistemological dimensions of the fashion industry
and fashion as a social phenomenon are amalgamated into political economy, which can be
defined as the study of the reciprocal interaction between the pursuit of wealth and the pursuit
of power (GILPIN, 1975, p. 43). From the point of view of economic law, the branch of law
that deals with the instrumentalization of economic policy (COMPARATO, 1978), political
economy, and law are inseparable: underpinning every legal rule, it is possible to detect a
"political economy of the legal form." In other words, economic law is concerned with the
"generation, dispute, appropriation and destination of economic surplus” (OCTAVIANNI &
BERCOVICI, 2014). According to Geraldo de Camargo Vidigal (1977), one of the essential
disciplines of Economic Law is the organization of markets. As a branch of law that sets out to
manage economic policy, organize markets, and deal with the generation of economic surplus
and the dispute over its appropriation and distribution - with a strong influence from the political
economy - Economic Law is legitimized as a suitable field to discuss the organization of the
fashion industry in one of its essential aspects: the discipline of intellectual property and the
extent of legal protection for creativity. It is essential to identify the political-economic nature
of the fashion market and how it is structured in terms of the dispute for power and wealth if
the law is to produce the appropriate form of legal regulation for this market. Investigating the
dynamics of the fashion market can indicate: (i) what are the main drivers of innovation and
economic growth in this market; (ii) what is the critical point in the fashion production chain
for creating surplus through the exercise of creativity; and (iii) consequently, where the legal
protection of intellectual assets should be focused. This analysis goes beyond the
microeconomic perspective of the individual creator, turning it towards the macroeconomic
angle of the organization or structuring of the market itself. In this sense, it is an exercise in
Intellectual Property Economic Law applied to the fashion industry. The first topic of this paper
will map out the framework of the debate, namely the political economy of fashion. Next, we
will reflect on the economic importance of intellectual property in the fashion industry and then
move on to a practical analysis of how fashion law is applied in Brazil. The methodological
approach adopted during the research was that of a bibliographical review, selecting sources
that reflect on fashion and intellectual property and then comparing the notions extracted from
them with the practical application of fashion law in Brazil. The aim is to understand whether
Brazilian law adequately regulates the fashion industry, offering the legal protection necessary
for its dynamism. Ultimately, we will see that the Brazilian case can be analyzed positively.
The rules for protecting intellectual property in fashion and the direction of case law favor the
solidity of a sector that stands out internationally?.

2. POLITICAL ECONOMY OF FASHION

The assumption that, in most industries, new markets for new products are born out of
innovation has been entirely naturalized in the lexicon of the social sciences, at least since
Joseph Schumpeter (1994) laid the foundations for his theory of "creative destruction”. In the
fashion industry, however, innovation takes a particular form of inspiration. In fashion, the new
and the old are not mutually exclusive. Innovation does not require the destruction of the
outdated. What Jean Baudrillard (1996) characterizes as the "enchantment of fashion,” that is,
this "spectral and cyclical world of disappearing forms that are endlessly resurrected as effective

! Brazil has one of the most comprehensive textile production chains in the West, having internalized the production of fibers
in its market, from cotton plantations to fashion shows, including spinning mills, weaving mills, processing plants, clothing
manufacturers and a robust retail sector, according to data from the Brazilian Textile and Apparel Industry Association (Abit).
Available at: https://www.abit.org.br/cont/perfil-do-setor. Accessed on 28.11.2023.
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signs”, Lipovetsky (2009) finds in the manifestation of the postmodern moment, when the
return of all forms and ideas is possible and ready to be explored. The appreciation of the old
and the aspiration for the new coagulate in the fashion world, giving inspiration the central role
of driving the development of new markets. Without inspiration, innovation itself cannot
become a trend. It is through trends that new fashion markets effectively come into being.
Trends are about spreading a new fashion. This is why the creation of fashion paradoxically
differs from conventional technological innovation. Fashion is born from inspiration, from
recycling, without losing its aspirational novelty; as Raustiala and Springman (2010), pointed,
at the same time, it is born to inspire and to be imitated, and that, in fact, the copying of designs
fosters market growth and creativity. It is through imitation, in the inspirational sense - and not
counterfeiting (HEMPHILL & SUK, 2009, p. 1153)? - that fashion exercises its normative
power over social behavior (VINKEN & HEWSON, 2010, pp. 14-15). Consequently, in the
fashion industry's production chain, it is the innovative, trend-setting creative potential that is
at the epicenter of the creation of economic surpluses. It is the trendsetter who creates the new
market, but it is the imitators, supported by the mechanism of inspiration, who will realize the
full potential of the trend. This must be considered by Law. In this sense, the engine that
generates economic surpluses is innovative creation, capable of establishing new trends. As
trends gain strength and gain a foothold in the industry, the market grows, enriching itself based
on new surpluses that would not exist in the absence of the new replicating, inspirational trend.
In fashion, for an innovation to become a trend, it must be in tune with the Zeitgeist - the spirit
of the times, an omnipresent means of understanding the direction of culture. Designers
"possessed by the Zeitgeist" foreshadow the future of fashion and set about creating new trends
(VANGKILDE, 2015). The Zeitgeist cannot be abstracted from the historical and material
conditions of society. The way in which society is arranged hierarchically plays an important
role in the evolution of the spirit of the times. Many thinkers understood this when they thought
about the vectors of fashion development. Fashion is intrinsically related to the differentiation-
inclusion binomial. The differentiation vector drives the launch of the new, while the inclusion
vector demands that the new be imitated, hence its strong social and hierarchical connotation.
When Adam Smith (2015) stated that the "disposition to admire and consequently to imitate the
rich and the great™" constitutes the meaning of fashion, he immediately concluded that poverty
esteems the glory of wealth, and that it is an “envied situation™. It's not surprising that Smith
dealt with fashion in his Theory of Moral Sentiments. For Thorstein Veblen (1965), elegance
can be associated with the clothing of the idle class, whose social situation means that they don't
have to dedicate themselves to productive work. In such a way that fashion presents itself as
the "insignia of idleness (...) it demonstrates that the wearer is able to consume a relatively large
amount, but at the same time it attests to the fact that he consumes without producing”.
Interpreting Veblen, Lipovetsky (2009) points out that, in this view, "an object is never
consumed for its own sake or for its use value (...), but because of the prestige, the status, the
social position it confers". The socially hierarchical dimension of fashion can also be seen in
the work of Georg Simmel (2008), for whom fashion is class fashion. Yet, the idea that fashion
is essentially driven by imitating the tastes and preferences of the upper classes is not
unanimous. There is also fashion emerging from the bottom of the social hierarchy, as Paul
Blumberg (1974) explained about counterculture fashion. Whether fashion trends are promoted
from the bottom up or the top down, the most important thing is that, to become a trend, a
certain style gains sufficient symbolic capital.

2 As the author points, "Design copying must be distinguished from other forms of relation between two designs, which may
go by any number of names including inspiration, adaptation, homage, referencing, or remixing. Our analysis resists elision of
close copies and myriad other activities that produce, enable, and comprise trends. Goods that are part of the same trend are
not necessarily close copies or substitutes. Rather, they may be efforts to meet the need of consumers for individual
differentiation within flocking".
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The concept of symbolic capital, developed by Pierre Bourdieu, shows that "the value of any
form of capital depends, in part, upon its recognition.” (CROSSLEY, 2014, p. 88). Competition
in the fashion market is for social recognition and prestige. The greater the symbolic capital,
the greater the role of desire - or envy, as Smith points out - in imitation and, consequently, in
generating trends. A legal reflection on the role of intellectual property in the organization of
the fashion market must start from the premise that there is a specific point in the fashion
industry's production chain where creative power is exercised in such a way as to create new
forms of symbolic capital. This is the core to be protected by intellectual property economic
law.

3. ECONOMIC ANALYSIS OF INTELLECTUAL PROPERTY IN THE FASHION
INDUSTRY

The relationship between intellectual property and the development of Fashion Law can be
analyzed through different economic models that include aspects such as innovation, equity,
sustainability, exclusivity, and global trade. Regarding innovation, Landes and Posner (2003)
discuss how the protection of intellectual property can act as a catalyst for innovation in various
sectors, including the fashion industry. The author argues that intellectual property rights, such
as patents, copyrights, and trademarks, play a crucial role in providing financial and legal
incentives for creators and innovators. In fashion, such protection is key to encouraging
designers to develop new designs, fabrics, patterns, and exclusive techniques, as it guarantees
them rights over their creations. The guarantee of gratification with recognition for creative
work, through intellectual property systems, can act as a driving force for investment in research
and development in the fashion industry. This stimulus not only fosters creation, but also
promotes competitiveness between brands and designers, who seek to differentiate themselves
by designing authentic and unique styles and ideas. This concept is widely discussed by experts
such as authors William M. Landes and Richard A. Posner (2003). Furthermore, the authors
highlight how the protection of intellectual property protects the rights of creators and acts as a
mechanism that promotes innovation, encouraging continuous progress in the fashion industry.
So, in this model, patents, copyrights, and trademarks play a vital role in stimulating creativity
in fashion. However, much discussion has been about the possible harm inherent in intellectual
property reservations in fashion innovation. A study published in the California Law Review
addresses how fashion's fluid and derivative nature can conflict with traditional notions of
intellectual property (RAUSTIALA & SPRIGMAN, 2006). The author argues that imitation
and copying are often seen as negative in other industries, which are essential components of
the creative cycle in fashion. Excessive restrictions can lead to an environment where
innovation is stifled in favor of protecting property rights. Landes and Posner explore the
delicate balance between intellectual property protection and access to knowledge in fashion.
They discuss how enforcing copyrights, patents, and trademarks is key to protecting creativity
and innovation in the fashion industry. At the same time, they address the challenges associated
with maintaining this balance, avoiding excessive restrictions that could limit the dissemination
of ideas and trends in fashion. The balance-centered approach focuses on how rigid intellectual
property protection can restrict the spread of ideas and trends in the fashion industry. It argues
that a more flexible stance could speed up the spread of styles, boosting innovation and
democratizing access to fashion. On the model of sustainable development, Jennifer Farley
Gordon and Colleen Hill (2015), explore sustainable fashion over time, offering an in-depth
analysis of how intellectual property can drive innovation in this context. The authors
emphasize the growing value placed on sustainability in the fashion industry and investigate
how intellectual property is crucial in promoting sustainable innovation. They argue that
protecting patents, copyrights, and other forms of intellectual property not only encourages but
also drives the creation and dissemination of more environmentally responsible practices and
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technologies in fashion. Thus, by protecting production methods, designs, and innovations
aimed at reducing the environmental and social impact of the fashion industry, intellectual
property can stimulate investment in research and development of sustainable materials, eco-
friendly manufacturing techniques, and more ethical business models. Weaving in economic
analysis models, brand value and exclusivity are essential aspects, in the book "Who Owns
Culture? Appropriation and Authenticity in American Law" by Susan Scafidi (2005) addresses
issues of cultural appropriation and authenticity in American law, providing valuable insights
into how intellectual property contributes to building brand value in the fashion industry. The
author explores how intellectual property, including copyrights, trademarks, and patents, plays
a crucial role in defining and protecting the identity of fashion brands. She analyzes how brands
use these legal elements to create an image of exclusivity, authenticity, and distinction. Thus,
it is understood that in the fashion world, intellectual property protection goes beyond
safeguarding exclusive designs or logos; it encompasses the creation and maintenance of a
unique narrative and identity for brands. This legal safeguard plays a fundamental role in
establishing an emotional connection between brands and consumers. Protecting intellectual
property increases brand value by creating an aura of exclusivity around designs and
trademarks. This influences consumer perception and can impact prices and demand for certain
items or brands. From the point of view of Susan Scafidi's economic analysis, strict enforcement
of intellectual property laws can impact consumer access to fashion. Excessive restrictions can
result in high prices and shortages of certain items, making fashion inaccessible to certain
demographic groups. In addition, the author highlights how the harmonization of these laws
between countries can affect the competitiveness of fashion brands on a global scale, as well as
their strategies for entering and operating in different markets. In a globalized market, the
protection of intellectual property is crucial to ensuring the competitiveness of brands in
international trade. Agreements such as TRIPS (Agreement on Trade-Related Aspects of
Intellectual Property Rights) play a key role in harmonizing intellectual property laws between
countries. In this sense, the intersection between intellectual property and fashion law is
multifaceted, requiring a balanced approach to drive innovation, promote sustainability, ensure
equitable access to fashion, and maintain competitiveness on the global stage. Finding this
balance is essential for the sustainable and inclusive development of the fashion industry.

4. INSTRUMENTS AND PRACTICAL APPLICATION OF FASHION LAW IN
BRAZIL

Brazil has a strong history of protecting intellectual property rights. With legal provisions for
the protection of inventions and inventors since before independence, the institute has been
present in Brazilian legislation since the first Constitution in 1824 - even before the Union of
Paris of 1883 - followed by other specific laws on the subject. Following the logic adopted by
several other countries, the system currently in force divides copyright and industrial property
rights, which are currently regulated by Laws No. 9,610/98 and 9,279/96, respectively.
According to Fabio Ulhoa Coelho (2012), two differences exist between copyright and
industrial property. Firstly, concerning registration: while industrial property derives from an
administrative act of a constitutive nature, copyright arises from the act of creation itself, and
its registration only serves as proof of prior art. The second difference concerns the extent of
the protection: while industrial property deals with the inventive idea itself, copyright is only
concerned with how the idea is externalized and presented to the public 33. Copyright - unlike
industrial property - follows a logic of protection closely linked to the author, the creator,
granting protection that lasts for their entire life and for a further 70 years after their death
(except for some specific types of work). As far as protected works are concerned, the legislator
opted to create a non-exhaustive list with a series of examples of what would be protected
intellectual works, the creations of the spirit, subject to protection by copyright (art. 7 of the
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law above), followed by an exhaustive list, in article 8, of works that are not subject to
protection by copyright. If, on the one hand, the law leaves open the types of work protected,
with the intention of not limiting its application to new types of work that may arise, on the
other hand, it leaves open subjective understandings about whether it applies to works that are
not mentioned there. This is where the discussion about the protection - or not - of fashion
through copyright comes in. First, it must be considered that fashion creations are quite broad,
ranging from a simple drawing - called a sketch - to different types of garments (which can be
produced on an industrial scale or exclusive and made completely by hand, as in the case of
Haute Couture garments). The scope of copyright is to protect literary, artistic, or scientific
works, computer programs and related rights. In the field of fashion, it is only artistic creations
that matter. According to the Berne Convention, to which Brazil is a signatory, copyright
protection must be granted regardless of the mode or form of expression of the literary, artistic,
or scientific work. Article 7(VIII) states that fashion sketches, like prints, are subject to
copyright protection. The big debate revolves around whether copyright applies to clothing -
whether produced on an industrial scale or by hand. The Court of Justice of the State of Sdo
Paulo (TJSP) decided to this effect in the case brought by the French brand Hermeés against the
Brazilian brand Village 284, for the "I'm not the original” collection, launched by 284 in April
2010, consisting of bags with a design identical to that used by the French brand in its Birkin
model, made of sweatshirt. The Court not only upheld the first instance decision and recognized
the right of the Hermés brand through copyright, but also considered the Birkin bag to be a
"work of applied art", using the teachings of Gama Cerqueira (1946): "The reproduction of a
work of art by industrial processes or its application to industry does not denature it, does not
take away its artistic character" and Delia Lipszyc (1993), who points the artistic nature of
creations, which can also have an utilitarian dimension. The field of industrial property,
regulated by Law 9.279/96, includes various institutes, such as trademark law, patents,
industrial designs, and geographical indications. A patent is a temporary property title granted
by the state to prevent third parties from using the invention and making a profit (free rider).
Inventions that meet the requirements of novelty, inventive step, and industrial application are
the subject of a patent called an "Invention Patent” and is protected for 20 years. The "Utility
Model" is the protection granted to the "improvement of an invention”, a new form or
arrangement that results in a functional improvement in its use or method of manufacture, with
the inventor having exclusive rights of use for 15 years. As it is a protection granted to products
with an industrial application, in the field of fashion, it is the appropriate institute for the
protection of new fabrics, such as the technological fabrics that appear repeatedly today,
machinery, and others. The industrial design, as provided for in article 95, is intended to protect
"the ornamental plastic form of an object or the ornamental set of lines and colors that can be
applied to a product, providing a new and original visual result (...)", except for works of a
purely artistic nature (98). This exclusivity of use is granted to the holder for 10 years,
renewable for another three successive periods of five years, thus adding up to a maximum term
of 25 years. It is granted almost automatically since it does not require an examination of the
merits before the National Institute of Industrial Property (INP1); it is just a formal examination.
Among the fashion industry this exclusivity is widely used, as it encompasses various products
that can be protected by it, such as fashion accessories like glasses, jewelry items, handbags,
and perfume bottles. To illustrate, the Chanel fashion brand, like many others, has several
industrial design registrations with the INPI, such as the following items: BR 302018000370-5
(eyeglass frame); BR 302017003244-3 (perfume bottle); BR 30 2021 004117 0 (handbag); and
BR 302017003905-7 (watch hand in the shape of the brand's founder Coco Chanel). In addition
to three-dimensional items, the industrial design also protects two-dimensional objects, such as
prints (for example, BR 302018055161-3, Chanel brand print).
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Unlike patents and industrial designs, trademarks can be renewed every ten years in perpetuity.
Unlike the provisions of article 15.1 of TRIPS (Agreement on Trade-Related Aspects of
Intellectual Property Rights), which considers a trademark to be "any sign or combination of
signs capable of distinguishing the goods or services of one company from those of other
companies,” the Industrial Property Law, in its article 122, states that "visually perceptible
distinctive signs, not included in the legal prohibitions, are susceptible to registration as
trademarks." This difference prevents Brazil from recognizing various types of trademarks
(known as non-traditional trademarks), unlike countries such as the United States, France,
Germany, and some Latin American countries. Several of these trademarks are widely used in
the fashion industry, including the olfactory trademark, an important competitive resource as a
form of brand differentiation and increasingly used in the sector by various brands to link a
particular scent to the brand, drawing the consumer's attention. As far as traditional trademarks
are concerned (i.e., word, figurative, and mixed trademarks), there are no new developments in
the field of fashion. Trademark registrations must be made following the traditional rules for
each type of trademark. What deserves to be debated concerns non-traditional trademarks,
especially the position mark, which became accepted in Brazil in September 2021, with the first
INPI decision published in May 2023 - recognizing the distinctiveness of the three eyelets
applied to the uppers of Osklen sneakers, a national fashion brand. However, in another
trademark case, this time involving the French brand Christian Louboutin, the INPI did not
recognize the distinctiveness of the red sole used by the brand® - and recognized as such in
several countries around the world, such as France and the United States, as well as by WIPO
and the European Union. The INPI's non-recognition stems from the provisions of Article 124,
item VIII of the Industrial Property Law, on the non-registrability of "colors and their names,
unless they are arranged or combined peculiarly and distinctively.” The legal provision prevents
the registration of colors and their names, as it is understood that this is quite limited. Given the
number of existing colors, the exclusive use of colors would limit competition and prevent
innovation. However, what is being claimed is not the exclusive use of red, but the exclusive
use of red applied to the sole of a shoe. And, considering the traditions of the footwear industry,
it must be recognized that this is not a common market practice, nor does it impact competition,
as it is not a functional element for the manufacture of footwear; on the contrary, the practice
makes production more expensive (lacquering process) and when used wears out on first use.
In this way, the agency should have considered the distinctiveness acquired over the years of
use of the red sole by the brand and recognized the innovative character of the designer in
applying color to the sole, considering it as a case of exception to the rule, as provided for in
item VIII of article 124. Faced with the agency's decision, the Christian Louboutin brand opted
for the direct judicial route, abandoning the administrative route, and filing an injunction to
suspend the decision handed down by the INPI. The court case is currently underway?. In the
field of trademarks, it is also interesting to mention the possibility of registering a print as a
trademark, as is the case with the Canvas Monogram, a print by George Vuitton® created in
1896 in honor of his father, Louis Vuitton. As each of the elements of the print has been
registered as a figurative trademark (in addition, of course, to the brand logo that also makes up
the print), as well as the set of these elements, it is a case where a print is protected by trademark
registration and therefore has perpetual protection, provided it is renewed every ten years.

% For more information, see: BRAZIL, National Institute of Industrial Property (INPI). Case No. 901.514.225. Administrative
decision. May 30, 2023. Available (in Portuguese) at: https://www.conjur.com.br/wp-content/uploads/2023/09/juiza-suspende-
decisao-inpi-negou.pdf

4 For more information, see: BRAZIL. FEDERAL JUSTICE, 13th Federal Court of Rio de Janeiro,. Case No. 5082257-
22.2023.4.02.5101/RJ, Judge Méarcia Maria Nunes de Barros, August 10, 2023. Available at:
https://iwww.jfrj.jus.br/sites/default/files/SEASI/evento_4_-_despadecl.pdf

5 George Vuitton died in 1936. Under the copyright rules, print protection would only be valid until 2007. With the possibility
of protection via trademark law, the luxury brand does not lose the exclusive use of one of its main elements.

120



106 International Scientific Conference on Economic and Social Development — Online Conference, 26 January, 2024

Finally, geographical indications are a special type of protection that collaborates and is
provided for in articles 177 and 178 of the law. In Brazil, they are divided into Indicacdo de
Procedéncia and Denominacdo de Origem®. While the first protects products from a place
known as the center of extraction, production, or manufacture, the other protects products from
a specific place of origin, which, as a result, have characteristics unique to that location. It is an
important tool because it is a means of valuing traditional and regional products, widely used
as a way of signaling the product's reputation, quality, and identity, as well as having a
differentiating function about competitors - given that the geographical indication seal is
recognized by the consumer - and promoting tourism and the culture of the region
(GIESBRECHT, MINAS, GONCALVES and SCHWANK, 2016)’.

5. CONCLUSIONS

In summary, there is an overlap of institutes in the protection of fashion creations, which can
be protected by copyright and industrial property. Some types of creation fall under more than
one institute simultaneously, and the right holder can request the most beneficial and convenient
protection according to their market strategy. At the same time, the forms of legal protection in
Brazil and the case law are clearly not too generic. Nor are they permissible to the point of
unprotecting the creator. In this way, Brazil has an adequate legal infrastructure for the fashion
industry to flourish, which protects the link in the industrial chain where the vector for
generating economic surpluses is found. The innovative and trend-setting creative potential is
at the epicenter of generating economic surpluses in the fashion industry. The exercise of this
potential in the fashion market occurs precisely where the author's creation meets the legal
protection of intellectual property - which, in Brazil, comes in various overlapping forms. This
protection, however, only expands to the point of excessively protecting the author's rights
against any kind of creative inspiration. The Hermes v. Village 284 case represents legal
protection in the face of counterfeiting. The mere existence of the debate about the red sole of
the French brand Christian Louboutin indicates that Brazilian jurisprudence is eager to protect
the inspirational mechanism that propagates trends. From the analysis of the Economic Law of
Intellectual Property, it can be said that the organization of the fashion market in Brazil has
formatting qualities that drive its development and make the national market very competitive
in the global fashion circuit.
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ABSTRACT

Rural development has been a nominally present issue in the political sphere in Croatia for
decades. During the transition to a democratic and market society, its endogenous model began
to be promoted, according to which the village should preserve its authenticity as a reservoir
of biodiversity and a slower pace of life. Such a vision is seen as significant in the face of the
ecological crisis and the dynamic and blasé lifestyle of urban population, which is becoming
increasingly dominant on a global scale. Local resources have become a potential when
considering activities such as organic agriculture, energy production from renewable sources,
traditional gastronomy and enology, and rural tourism. Rural tourism is widely recognised as
a platform for networking numerous activities, attracting the urban population and promoting
holistic local sustainability in economic, environmental and socio-cultural terms. Despite the
strategic documents at the national level, which to a certain extent favour endogenous
principles, Croatia's rural areas are burdened by long-term neglect and structural inequalities
compared to urban areas. This paper analyses the results of semi-structured interviews
conducted with rural experts in 2022. The aim of the study is to investigate the relationship
between the positioning of rural tourism in strategic rural development documents and its
potential at the local level. The analysed results will be compared with previous studies.
According to experts, rural tourism is not sufficiently represented in the aforementioned
documents, which primarily promote agricultural development. The promotion of agriculture
still lacks clear spatial guidelines and diversification by supporting a broader base of family
farms. Although there are undoubtedly natural and cultural resources to strengthen rural
tourism in most parts of Croatia, its condition at the local level is consequently characterised
by underdevelopment, individual initiatives and insufficient networking of the offer. The
existing strategic guidelines and their implementation do not allow for a significant change in
the trends of de-ruralization and centralised spatial development in Croatia.

Keywords: Croatia, development, experts, tourism, rural areas

1. INTRODUCTION

The study of the development possibilities of Croatian rural areas necessarily includes a review
of the most important modernisation effects at the national level during the last century and at
the beginning of this century. According to some scholars, Croatia underwent three waves of
modernisation in this period (Rogi¢, 2000). However, none of them was comprehensive. The
first took place from the middle of the 19" to the middle of the 20" century. It led to the collapse
of the feudal system and the penetration of the capitalist economy. The second involved
centralised planning within the framework of socialism. The third began with Croatia's
independence from Yugoslavia and the transition to a market economy and a democratic
society. It has not yet been completed. Busljeta Tonkovi¢ (2015: 11) points out that the
modernisation effects in rural areas were partial in the framework of the above-mentioned
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interpretation scheme, i.e. they did not lead to a profound economic and socio-cultural
transformation. Although the changes were the result of political decisions or chance rather
than systematic planning based on scientific analysis, certain modernisation requirements were
implemented. They facilitate rural development (Cifri¢, 2003: 14; Busljeta Tonkovi¢, 2015:
23). The most important changes were the following:

1)

2)

3)

The first modernisation: It was characterised by the "position of a double periphery" — that
of Croatia in relation to Vienna and Pest and that of Austria-Hungary in relation to the West,
which was affected by industrialisation. The pace of modernisation was very slow on
Croatian territory, just like in other countries of "peripheral capitalism” that served the
export of agricultural products and raw materials (Hodzi¢, 2006: 19; Stambuk, 2014: 17).
Four-fifths of the population were predominantly illiterate and had no significant contact
with urban areas (Gross, 1981: 349; Hodzi¢, 2006: 90). Changes in the countryside included
the dissolution of family cooperatives, the individualisation of agriculture and the
strengthening of market relations. However, the circumstances described above made
innovation in the economy in general, the accumulation of wealth and the improvement of
the quality of life (housing standards, nutrition, health, various leisure activities, etc.)
impossible (Popovi¢, 2023: 13).

The second (socialist) modernisation: It took place in the second half of the 20" century,
more precisely between 1945 and 1990. It involved a "paradigm of linear growth™ that
insisted on industrialisation and urbanisation (Ciftri¢, 2003: 398), adapted to the socialist
vision of the disappearance of the village as a specific cultural space and of the peasantry
as a relatively autonomous social group that could represent a political counterweight
(Seferagi¢, 2002: 12). The qualitative and quantitative dimensions of the changes compared
to the pre-industrial period were discussed. The changes in rural culture were seen as
desirable, i.e. as part of general social progress (Cifri¢, 2003: 318). Agriculture was
industrialised and collectivised. The dominant role was assigned to state-controlled
combines (farms). The processes of de-agrarianisation (abandonment of agriculture) and
de-ruralisation (migration to the cities) began. In the period between 1953 and 1991, the
rural population decreased from 74.6% to 43.8% (Sundali¢, 2010: 43). The main push
factors for moving to the cities were the better opportunities for education, social contacts,
leisure, work and career. In contrast to individual farmers, those working in the industry
had a secure salary, pension and health insurance, the right to housing and credit, paid
vacation, etc. (Sundali¢, 2010: 75). Despite the unfavourable outcome of the socialist system
for the Croatian countryside, certain civilizational achievements have been made that
facilitate rural development. Socialist modernisation has fundamentally changed the way of
living and working. However, the quality of life was not the same as in urban areas.
According to Suvar (1973: 138-142), the main reasons for this were the lack of regional
planning as opposed to urban planning and the selfish policy of the cities, i.e. keeping
municipal resources for themselves. In addition, other development problems took center
stage in the 1980s. The consequences of the world economic crisis spread to the socialist
economy, which did not reach the standards of the West (Puljiz, 1987: 12). Some of the
most important projects in rural areas during socialist modernization concerned: 1. the
strengthening of communal standards (electrification and expansion of roads), 2. equipping
households with the contents of urban culture (e.g. household appliances and mass media),
3. the development of human capital (raising the average level of education, increasing
representation of secondary and tertiary occupations, etc.) (Puljiz, 1987: 13; Hodzi¢, 2006:
129).

The third modernization: It began with Croatia's independence from the Socialist Federal
Republic of Yugoslavia. This was followed by a period of transition that included the
transformation and privatization of collective social property, the introduction of the
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market, and the introduction of a multi-party system. Such a "revolutionary" change in the
social order was accompanied by a state of anomie in the Durkheimian sense. It meant the
spread of deviant phenomena such as bribery, corruption, financial misconduct, and
violence as a result of the social context in which people lost their framework for action
because old values and norms had been abandoned and new ones had not yet been defined
(Cvjeticanin and Supek, 2003: 12). The situation was further destabilized by the Homeland
War (1991 — 1995) over the independence and integrity of the Croatian state, which made
it easier for certain criminal groups to take up key positions within the political and
economic stratification (Kuvaci¢, 2008: 142-143). The beginning of the new millennium
was extremely difficult for the rural areas, as the war mainly took place there. Many
inhabitants were displaced, injured or died, while houses and infrastructure were destroyed
(Sundali¢, 2006: 130). The socialist development model, according to which the socio-
cultural differences between the village and the city should have been eliminated, was also
abandoned. As Suvar (1973: 67) emphasises, little was to remain of the Gemeinschaft (pre-
industrial rurality) in the face of the dominance of the Gesellschaft (modern society). Rural
areas were and still are predominantly perceived in terms of "village and agriculture”. This
represents an inappropriate model of development (agrarian development) that does not
enable a higher quality of life for the local population (Stambuk, 2014: 7). This model has
been abandoned in the European framework for decades as dictated from outside, from
urban centres, dependent on subsidies and destructive for rural culture and the environment
(see more in Popovié, 2023: 20:25). Despite the nominal insistence on agriculture, problems
in this sector have increased during the transition. Large agro-industrial combines
disappeared as professional and financial support for farmers. Trade lobbies were given too
many opportunities to import goods from abroad (lack of protection for farmers), and banks
gave less risky loans (Ciftri¢, 2003; Sundali¢, 2010; Klempi¢ Bogadi et al., 2015). The rural
population realised that it was more profitable to invest in other businesses, some of which
have a development function (Cifri¢, 2003: 405). This is the case with tourism in the rural
areas of Istria, while the settlements on the mainland occupy a much more modest position
in this respect, as tourism tends to develop in an unplanned way (Cifri¢ and Trako, 2009:
17). Croatia's membership in the European Union (2013) has opened up new perspectives
for rural areas. Given the centralisation of politics, economy and culture in the cities,
especially in the post-socialist countries (Svir¢i¢ Gotovac, 2017: 98), the European Union
IS striving to improve the quality of life of the rural dwellers, who accounts for about 60%
of the population (Bock and Krzysztofowicz, 2021: 4). Harmonisation of spatial
development can help to alleviate typical urban problems such as overcrowding, pollution,
congestion of municipal infrastructure, etc. A neo-endogenous development model is
preferred for rural areas. It basically implies a paradigm of sustainable development that
assumes greater control of the development process by local actors (Popovi¢, 2023: 22).
This means that actors should strengthen their human (knowledge) and social capital (trust
and cooperation) by networking at the local level and using extra-local resources and
networks as needed (see more in Galdeano-Gomez et al., 2011). Preference is given to
activities that do not harm the environment and promote an authentic rural culture, while
they must be economically sustainable. These include organic farming, renewable energy
sources and rural tourism. Such development aims to reposition rural areas according to
their greater attractiveness and benefits for the local population and society as a whole (van
der Ploeg et al., 2008: 3). For decades, rural tourism has proven to be an important
development platform that can bring together numerous activities (agriculture, gastronomy,
entertainment and recreation, education, accommodation rental, etc.) and integrate the
village into the global society on the basis of gradual emancipation, i.e. the creation of
relatively autonomous local structures and a recognisable regional identity (KuSen, 2003:
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69; Hodzi¢, 2006: 104; Neumeier, 2012: 59). Abercrombie et al. (2008: 355) point out that
rural tourism had a strong impact on rural life in the second half of the 20th century and
thus became an important topic of rural sociology and other disciplines investigating its
potential. The European Union is an important extra-local actor for its members in a neo-
endogenous sense, co-financing their rural development programs. Member States can
choose the appropriate measures according to their needs and the EU's priorities. The seven-
year programs are approved by the European Commission and are mainly financed by the
European Agricultural Fund for Rural Development. Under the Rural Development
Program of the Republic of Croatia (2014-2020), 3.2 billion euros were available. Most of
the measures were related to agriculture, while some were aimed at improving living and
working conditions in general (measures 6 and 7 — development of non-agricultural
activities, infrastructure, cultural activities, etc.). According to Dev¢i¢ (2022: 21), the
contribution of the measures can initially be analysed based on the amount of funds realized
and the success of project implementation. It is necessary to analyse the sustainability of
the activities after the funding period and the dispersion of the effects in socio-demographic
and spatial terms (Popovi¢, 2023: 25). When designing future programs, the factors
mentioned above will have a major influence on their quality if neo-endogenous
development is truly the goal. Programs should be managed in a multisectoral,
multifunctional and territorial way (e.g. LEADER). This differs from the common practice
of favoring agriculture and centralized management, which can be observed not only in
post-socialist countries but also in other members of the European Union (Galdeano-Gomez
etal., 2011; Bokan and Obad, 2018; Popovi¢, 2023).

Rural tourism has considerable potential if we look at strategic documents and local experiences. It
first gained importance in Croatia in the mid-1990s, when public authorities began to organise
training on agritourism and promote related projects (Demonja, 2014: 74). The Tourism
Development Strategy of the Republic of Croatia until 2020 (2013: 35) recognises rural tourism
as an important product in most regions (except in the area of the capital Zagreb as a
predominantly urban region according to the OECD classification, where this product does not
exist). On the other hand, the above-mentioned strategy and the current Strategy for the
Development of Sustainable Tourism until 2030 (Official Gazette, 2023, No. 2) recognise its
insufficient profile and weak development. Certain destinations such as Istria, where the offer
is successfully integrated and internationally competitive (agritourism, holiday homes, facilities
such as culinary and craft workshops, enology, etc.), confirm significant opportunities (Pamukovic¢
et al., 2016: 58). In Istria, the importance of training and networking of entrepreneurs and
regional promotion is recognised (Rajko, 2013: 52). This example can serve as a benchmark
for increasing the average development of the tourism product and the quality of life of rural
areas in Croatia. In the last two decades, the number of holiday homes in the coastal region has
risen sharply and ethno-villages are often built. However, researchers point to the questionable
authenticity of such an offer due to insufficient information on the part of entrepreneurs and the
use of scientific knowledge (ethnology, architecture and sociology). Its insufficient contribution
to the quality of life is also evident, as there is no collaboration, i.e. the offer is atomised (Ci¢a
and Mlinar, 2010; Popovi¢, 2023). Even such tourism offers the possibility of survival in rural
areas, as the example of the Christmas theme park Bozi¢no selo in the Dalmatian hinterland
shows. It is a business in a settlement with only a few inhabitants, among whom are
entrepreneurs who work in this family business (Popovi¢ et al., 2022: 44). The main reasons
for the current underdevelopment of rural tourism are described in the Action Plan for the
Development of Tourism in Rural Areas of the Republic of Croatia (Ivandi¢ and Kunst, 2015:
53-55) and in the conclusions of the 5 International Rural Tourism Congress held in Cavtat in
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2022, The coincidence of the results of these two documents confirms the extremely slow
development dynamics of rural tourism. The main problems are the lack of a national vision for
this activity and consequently insufficient measures to finance it, weak human capital
(insufficient training of entrepreneurs and political elites in terms of business and destination
management), neglect of natural and cultural resources and underdevelopment of the offer
(especially more complex offers that would be interesting for travel agencies). This paper
defines certain steps to realize rural development and rural tourism development in a strategic
and local context. The division of these dimensions is only possible in an analytical sense, while
in reality they must overlap in order to achieve neo-endogenous development. Only in this way
can rural areas in Croatia position themselves as high-quality alternative living and working
spaces based on the promotion of various activities, the strengthening of municipal
infrastructure and socio-demographic renewal (Cifri¢, 2003: 409; Stambuk, 2009: 40).

2. METHODOLOGY
The aim of the study is to analyse the development of rural tourism in a strategic sense and at
the local level. It was carried out in July 2022 using the expert interview method. Five
participants were selected. These were scholars specialising in rural sociology, geography and
architecture, as well as an employee of a professional administrative organization in the tourism
sector (tourist board). This method was chosen in order to understand the results of the existing
studies from a broader perspective. Official strategic documents also serve this purpose, but
their quality and implementation should be verified by the experts' findings. There is a growing
scientific interest in the topic of rural tourism related to local cases such as Eastern Croatia,
Istria, Lika, Zagora and the Dalmatian islands. A relatively recent meta-analysis of the
representation of rural sociology in scientific journals in Croatia shows that rural tourism in
particular is one of the biggest interests when it comes to the use of space in economic terms
(Popovi¢ et al., 2017: 80). Numerous authors point to the possibility of creating interesting
destinations by enhancing natural resources and rural heritage and traditions (Ruzi¢ and Medica
2010; Kranjéevi¢ and Marinovi¢ Golubi¢, 2014; Smol¢i¢ Jurdana et al., 2018). The method of
expert interviews was chosen according to the principle of "sociological imagination", which
Wright Mills emphasised in his 1959 classic of the same name. According to this author, the
sociological imagination is an approach by which the researcher interprets actions and
relationships at a local level and links them to broader structures. Questions of social life go
beyond the biographies of individuals and the local community, whose lives are interwoven
with the institutions of a particular historical society as a whole (Wright Mills, 1959: 6-8). In
this sense, the expert interviews conducted contribute to the understanding and interpretation
of existing studies on rural tourism in two ways:
1) by placing them in the broader context of rural policy,
2) by providing recommendations for rural development and rural tourism at a strategic and
local level.

In the expert interview method, the research questions are usually more general. The reason for
this is the selection of participants who have in-depth knowledge of the topic. In this way, it is
possible to gain comprehensive insights for various analyses and interpretations (Gillham,
2010: 63-64). During the research, the experts were asked various questions on the following
categories:

1) the strategic development of rural areas in Croatia and the role of European integration and

financial instruments in this process,
2) the main problems of rural areas and their possible solutions,

1 See more at: https://5kongres.klubselo.hr/
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3) the role of tourism in the development of rural areas so far and the necessary measures to
promote it,

4) the recognition of tradition at the political and business level as a fundamental resource for
development.

The collected data was processed using a thematic analysis of the interview transcripts. Each
of these transcripts was read in detail and analytical codes were defined for each of the thematic
units (categories). Typical statements of the interviewed participants are attached to the codes.
Thematic analysis is useful for summarising the key features of large datasets, highlighting their
similarities and differences, and potentially revealing unexpected findings (see more in Brown
and Clarke, 2006; Nowell et al., 2017). Accordingly, only some of the results were interpreted,
with the authors using available strategic documents and existing studies as additional sources.
All research participants were familiarised with the aims and means of data use. Their
participation was preceded by informed consent and they were assured anonymity and
confidentiality of the data. Participants could withdraw from the study at any time and not
answer any questions they did not wish to answer. The entire interviews were tape-recorded,
transcribed as a Microsoft Word document and stored in the researcher's archive.

3. RESULTS

The experts interviewed agree that rural development in Croatia is not carried out strategically
(Table 1). Although such official documents exist, they are not elaborated well enough or do
not comply with the principles of neo-endogenous development. As an example, we can take
the last two comprehensive documents at the national level, namely the Rural Development
Strategy of the Republic of Croatia (2008-2013) and the Rural Development Program of the
Republic of Croatia (2014-2020). The former correctly identifies the fundamental deficits
created by previous modernization movements, such as: 1. weak human and social capital (out-
migration and aging population, lower level of education compared to cities, lack of
entrepreneurial initiatives), 2. poorer municipal facilities and 3. organizationally and financially
weak local self-government units. On the other hand, activities related to neo-endogenous
development were highlighted as opportunities, of which rural tourism is one of the most
important. Its potential development is favored by the preservation of the environment and the
specificity of culture. Busljeta Tonkovi¢ (2015: 16) considers these strengths as a positive
consequence of the previous neglect of rural areas. However, the Rural Development Strategy
of the Republic of Croatia (2008 — 2013) (2008: 40) does not prescribe operational measures,
and the financial instruments are only mentioned in general terms in relation to the planned
total amounts. As for the Rural Development Program of the Republic of Croatia (2013-2020),
the list of contracted measures shows a strong focus on agriculture. The opinion of Stambuk
(2014: 7) that rural development is primarily seen as agrarian development is confirmed by one
of the experts, who points out that even funds that are not earmarked for this activity are
allocated to farmers through direct subsidies. The same expert points out that the Ministry's
alibi is the lack of capacity, i.e. the lack of interest of the local population in non-agricultural
activities and non-economic aspects of development (Table 1). He also claims that it is rather a
matter of insufficient preparation of the population for designing project proposals and dealing
with this issue. Local Action Groups (LAGS) as potentially important actors (public, private
and civil sector partnerships) do carry out some training, but this is not systematic enough. Such
groups can be funded through rural development programs. They can formulate local
development strategies and motivate the population to implement them by applying for projects.
Although there were 56 LAGSs registered in Croatia in 2017, covering 92% of the total number
of settlements at the national level, a survey of 132 of their members conducted in the same
period shows that LAGs are not sufficiently active in rural areas.
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This was noted by almost half of the respondents (41%) (Zutini¢ and Zraki¢, 2018: 169-171).
The insistence on agriculture does not correspond to the reality in Croatia, as Expert 2
emphasizes and points to the considerable changes in the character of modern villages (Table
1). Different socio-professional groups live in them and their quality of life should be taken into
account if they are to be preserved. In order to attract migrants and visitors, it is also necessary
to create a desirable living and working alternative to the cities. Although agriculture plays an
important role because food production is a global and strategic resource, which is clearly
confirmed by the crises related to the new coronavirus pandemic and the war in Ukraine, it
should be considered as part of a broader rural development. This is confirmed by the data on
a share of only 2.5% of agricultural employees in the total number of employees (Majdak, 2021
12), as well as by the data on significant emigration from predominantly rural regions such as
Slavonia after joining the European Union (Zivi¢, 2021). In any case, the experts point to
unfavorable strategic guidelines in the agricultural sector, according to which the measures of
the Rural Development Program of the Republic of Croatia (2014-2020) are only suitable for
larger farmers, while small and medium-sized family farms occupy the majority of agricultural
land (Expert 1). Failure to solve certain problems, such as fragmented and uncompetitive farms,
strengthening human capital, mechanization, storage conditions and preparation of products for
the market, discourages the practice of agriculture (Expert 4). It is not surprising that Croatia
imports half of its food (Majdak, 2021: 31-32), while almost 400,000 hectares of agricultural
land are unused. This is an area sufficient for the country's needs, but also for the production of
raw materials and food for export.? Expert 3 points to the non-participatory management of
rural development as a major problem in rural areas (Table 1). When drafting strategy
documents, there is rarely a political interest in the opinions from the field, i.e. pyramidal
decision-making without systematic consultation of local voices is evident (Seferagi¢, 2000:
144). Numerous studies on rural tourism point to the lack of serious contacts between
entrepreneurs and government representatives and the problem of mistrust in politics (e.g.
Popovi¢ and Relja, 2015; Buzov et al., 2021; Popovi¢, 2023). This is incompatible with the neo-
endogenous understanding of development, which relates higher and lower order structures
from the supranational to the local level (Cifri¢, 2003: 423) in order to gradually create capacities
for local self-sustainability (development of human and social capital, the economy and an
optimal quality of life in general).

Table following on the next page

2 See more at: https://www.bojezemlje.hr/poljoprivreda/u-hrvatskoj-400-000-hektara-neiskoristenog-zemljista/
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Category

Topic

Participants' statements

Rural
development

Dominance of
agriculture
(agrarian
development)

"In the latest rural development program, the funds are again
mainly earmarked for agriculture... There is also an alibi from the
Ministry... Money that is not earmarked for agriculture is being
transferred from the second to the first pillar of the Common
Agricultural Policy so that it does not go unpaid. It's about direct
subsidies for farmers, not a broader development framework... We
don't even manage to spend the money that is made available to
us for strategic socio-economic purposes, with the excuse that we
don't have the capacity... The LAGs educate about projects, but |
don't think that's enough.” (Expert 1)

"Larger farmers benefit from the aforementioned strategic
directions... However, most of the agricultural land belongs to
medium and small family farms, which, apart from basic
subsidies, benefit little from this one comprehensive strategic
program, at least for now." (Expert 1)

"We import a lot of agricultural products, which is a result of all
the problems in agriculture, such as aging households,
fragmented ownership, outdated technology, lack of
entrepreneurial experience..." (Expert 4)

"The reports only say how much money we will receive from the
EU, but we don't know how much agricultural land we want to
cultivate. If it were clear what we should do per region, that
would be a kind of strategy. Agriculture, transport, tourism and
settlements are not taken into account... So many of these elements
are not considered at the same time. We know that in the
countryside today only a small percentage of people work in
agriculture. The village is no longer the village it used to be and it
needs a more complex approach. Simply getting money from the
EU is not a strategy in my opinion, it should be a tactic. The real
question is what we want with rural Croatia. * (EXpert 2)

Non-
participatory
management

of
development

"It is the task of the state to motivate people to start participating
and to gradually realise this kind of participation... Generations
should be educated to achieve a higher level of participation. So
that people themselves determine what their problems are in the

community and how they want to solve them, and then, in this kind
of neo-endogenous development, hire an expert, ask for money
from outside and share experiences with someone. That's what it
means to lead your own development. We are so far away from

that." (Expert 3)

Table 1: The experts’ views on rural development in Croatia

Research participants see the state of rural tourism as a consequence of the strategic approach
to rural areas described above (Table 2). Although there is a lot of talk about the potential and
benefits of rural tourism, the utmost that has been done strategically is the creation of the
National Catalog "Rural Tourism in Croatia" in Croatian and English in 2015 (Expert 1). This
document can be effective in marketing as it summarizes interesting natural and cultural
attractions by region and presents a business offer with detailed contact information (Kresic-
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Juri¢ and Rajkovi¢, 2015). The legal inconsistency and the overload of standards show that the
policy is not sufficiently concerned with rural tourism. Ivandi¢ and Kunst (2015: 53) point out
that it would make sense to enact a special law for this activity in order to standardize the quality
of the offer. Systematic statistical data collection would also contribute to this. Currently, there
Is some data on the distribution of agritourism facilities (Demonja, 2014), while there is no
reliable data at the national level for other forms of rural tourism (Grgi¢ et al., 2015: 68). The
strategic documents should aim to significantly increase funding for rural tourism, and one
important measure concerns the training of entrepreneurs. A study from 2015, in which two
hundred of them participated, shows that the workshops are poorly organized and entrepreneurs
lack knowledge about all aspects of the business (Smol¢i¢ Jurdana and Milohni¢, 2018: 216).
Expert 2 emphasizes how important it is to start planning rural tourism and to be patient with
the results. An integrated offer does not happen overnight, which is especially true for rural
development as a broader, multi-sectoral and multifunctional concept (Table 2). Several
counties have adopted their rural tourism strategies (Sisak-Moslavina County, Zagreb County
and Split-Dalmatia County) (Ruzi¢ and Demonja, 2013: 35). Expert 5 notes that future similar
documents should avoid existing mistakes such as the impossibility of realizing ideas. In this
sense, clearly defined priorities, measures, sources of funding, implementation deadlines and
bodies responsible for implementation are necessary. It is important to develop strategies based
on information from the field, i.e. to investigate the motivation, needs and wishes of the
population so that implementation can be successful. Finally, Expert 3 believes that strategies
are a good way to avoid social polarization that can be caused by rural tourism (Table 2). As
previous research has shown, starting certain types of businesses requires significant savings or
a high credit score. This is the case with holiday homes, which are widespread in the coastal
region and significantly increase the standard of living of their owners, as confirmed by the
participants of the case study in Split-Dalmatia County (Popovi¢, 2023: 111-113). Research
also recognizes the economic viability of agritourism, rural hotels and adventure tourism
(Popovi¢ and Relja, 2015; Buzov et al., 2021). However, entrepreneurial networks that would
lead to the integration and faster development of an (interesting) offer are rare. They can be
promoted through strategic planning that would improve the economic opportunities of a larger
number of residents (Expert 3 and Expert 4) (Table 2). Planning can also avoid certain situations
of overtourism that overwhelm destinations in terms of their environmental, psychological and
socio-cultural capacities (Peeters, cited in Busljeta Tonkovi¢, 2019: 253). Overtourism occurs
in Krka and Plitvice Lakes National Parks and shows that rural tourism can have the same
impact as mass tourism if care is not taken.

Table following on the next page
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Category Topic Participants' statements
"This development framework was originally created in 1995, although
there were already very good examples of rural tourism in Croatia before
that. Today we still have good examples, but the framework is missing.
The National Catalog "Rural Tourism in Croatia" was only published in
Lack of a 2015. It took about 20 years for Croatia_, as a country with a tourism
thorough strategic share of about 25% of GDP, to create_z a kind of catalog that summarises
g - the forms of rural tourism in one place.” (Expert 1)
orientation at
national level "I am absolutely in favour of rural tourism and the provision of
accommodation services, but again, it should all be planned somehow.
Even if a strategy is drawn up now, there will be no significant results in
the next ten years. Different strategies should be linked together if we want
real rural development. It takes time to build a road, settle people and so
on. In Germany and France, the rural population has grown, but the
incentives are different...” (Expert 2)
The _”I_Exis'gipg strategies are an ideal developme_nt model. We hgve
impracticability of municipalities that are small and lack capacity in terms of fun_dl.n.g. and
regional hum_an resources to educate peqple about laws and oth_er possibilities of
funding. It seems that rural tourism at the county level is more dependent
development oL . :
strategies on chance. More attention is bel_ng paid to mass tourism on the coast, but
we need to pursue some strategies. They have some advantages. County
Rural tenders are set according to their guidelines.” (Expert 5)
tourism

Tangible socio-
economic impact
of certain forms of
rural tourism

“There are some areas in Croatia where these selective forms of tourism
contribute to rural development. Istria, the Baranja region and the
Hrvatsko Zagorje region are some examples. The most prominent at the
moment are Istria and the Sibenik hinterland, i.e. the area near the Krka
National Park, where we are also experiencing overtourism.” (Expert 1)

"Tourism raises local standards. After all, it is a level of development.
Houses are being built, investments are being made in traditional
architecture... People are coming to us. Tolerance and connection with
people from outside are increasing. People have more money, so they go
on holiday somewhere and see something interesting.” (Expert 3)

Risk of social
polarisation

"l always ask the question: what about those who don't have the means to
engage in rural tourism? There will be a complete polarisation here.
There will be people who can invest large sums to build a house with a
swimming pool, earn a lot and buy apartments in Zagreb. On the other
hand, there will be those who are not inposition to do so and who will
become poorer and poorer. For tourism to become an engine for the
development of a local community, it should be managed by local self-
government in a participatory way." (Expert 3)

"If it is planned, there is room for everything in tourism - wine tasting
rooms, picnic areas, crafts, holiday homes... A diverse offer attracts
people from outside while engaging the local population and improving
their economic opportunities..." (Expert 4)

Table 2: The experts’ views on rural tourism in Croatia

The adherence to conventional agriculture as the predominant development concept leads to an
insufficient appreciation of tradition as a valuable resource on which authentic rural tourism can
build (architecture, original gastronomy, old crafts, organic farming, typical activities and
events, etc.) (Table 3). The policy does very little to promote tradition.
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In recent years, the Ministry of Tourism and the Ministry of Culture have published several
manuals on vernacular architecture in different regions of Croatia with practical and useful
examples (Bacac, 2011; Zivkovié, 2013; Zivkovi¢, 2015). There are also certain conservation
rules when it comes to protected buildings or areas (Bacac, 2011: 74). However, the approach
should be much more comprehensive - from legal regulation and education about the value of
cultural heritage and tradition in the modern context to their greater financial promotion in the
context of tourism under clear criteria (Table 3). Expert 3 underlines the importance of lifelong
education to internalize the values mentioned and make them a respectable practice in the
community. With these steps, politics would assert itself as the "guardian™ of tradition, but not
in the pre-industrial sense, where tradition was the dictate of the past over the present and the
future. Today it can only survive if it is reflexive, i.e. it should be legitimized according to its
functionality in comparison to other forms of action (Giddens, 2005: 54). The advantages of
certain rural traditions are numerous. Peasant society did not pollute nature through agriculture
(no chemicals were used), and houses were built of stone and wood. The use of existing
facilities saves space and natural resources. At the same time, the materials used are natural,
which makes this practice very sustainable. The economic and ecological benefits of such
housing are obvious. The same applies to rural tourism, because traditional buildings are an
attraction in a world that is looking for authenticity and a departure from the McDonaldization
(standardization) of everyday life (Expert 4). Using the example of abandoned houses in Lika
and Gorski Kotar in particular, Sarié¢ Zic (2006: 373-374) emphasizes the recognition of the
functionality of tradition as the only sure pledge for the future of tradition. The basis should be
everyday life, not just tourism. This reduces the risk of tradition becoming a clichéd scene
without any authenticity, focused only on profit and whose attractiveness is questionable in the
long run (Arbutina and Alfirevi¢ Arbutina, 2017: 254). An affirmative attitude towards tradition
at all levels would curb the inappropriate use of it (Expert 2), which can often be seen in
examples of ethno-villages and holiday homes in Croatia (Ci¢a and Mlinar, 2010; Popovié 2023).
Researchers play an important role in classifying the appropriateness of changes in tradition, which,
like culture in general, should not be deprived ofits right to develop (Franges, 2008: 108). Culture
survives today only in this way, which is consistent with the idea of neo-endogenous
development as a perspective of rural areas in modern society.

Table following on the next page
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Category

Topic

Participants' statements

Tradition as
a
development
resource

Insufficient
recognition

"What can you expect if there is not enough support from
the state? In our context, everyone is looking at how they
can do something as quickly and as cheaply as possible.
When it comes to protected areas, the use of traditional
elements is binding to a certain extent." (Expert 1)

"Without tradition, there is no rural tourism. You don't
get an impression of what the area used to look like and
what life was like along the way. There are too few rural
architects in Croatia, there is too little knowledge about

tradition, but this should not be seen as an obstacle, but as
a challenge.”" (Expert 4)

"There is no systematic research because we don't know
what we as a society want from the village. For the houses
that have a rental licence, there should be some kind of
records and criteria. The locals are aware of their
traditions but they need to be educated about their possible
functions. Sometimes they are not even aware that they
know them, and also by invading the capital, they can destroy
these traditions." (Expert 2)

Various
possibilities
of
affirmation

"Licences are important, but perhaps education is even
more important for future development. You don't learn
about Croatian culture. We don't have mechanisms to
develop our style and a kind of attitude towards these
styles. That's why it doesn't poke you in the eye when
something goes wrong. We need legal procedures,
education and a good public reputation. Quite simply,
some values should be promoted that become naturalised.
If the inspector checked whether you were using a PVC
window or whether it was funny for others, you'd wonder
what had gone wrong..." (Expert 3)

"Certainly the lack of education is one of the elements.
Well, there is also a lack of financial resources and
incentives. Something like that should be given much more
consideration." (Expert 1)

Table 3: The experts’ views on tradition as a development resource in Croatia

4. CONCLUSION
The modern understanding of rural development is a marginal phenomenon in strategic
planning in Croatia. The focus is still on agriculture, which is not being developed under the
existing land capacities by promoting a broad base of family farms. As with the first two
modernizations, rural areas remain partially modernized for the time being. Stambuk (2014: 7)
refers to the rural periphery that has already emerged on the outskirts of the four largest Croatian
cities (Zagreb, Split, Rijeka and Osijek), where the economy, cultural institutions and
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population are concentrated. The attitude towards rural areas described above means that local
entrepreneurs are left to their own devices. Therefore, rural tourism is mostly developed ad hoc,

i.e.

without a plan, networking, clusters, training to create the best possible offer, etc. As the

idea of (neo)endogenous development has been known in Europe for decades and there are
positive examples of modernized rural areas (e.g. in France), it is necessary to implement
similar principles within the framework of a strategic policy that must be in line with the
perspectives of the local population.
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ABSTRACT

The tourism sector has become a great potential for growth with its economic and social
advantages. Given the global tourism changes, the new tourism industry is facing a major
turning point. The solution to mass tourism in the tourism sector is reflected in the development
of sustainable tourism in rural areas. Those who need this potential of the tourist offer are
waiting for the development with new tourism policies, which act as a motivation for tourism
seekers. Tourism in rural areas has great potential, which is reflected through history, health,
culture, ecology as a potential for long-term sustainable development of the economy. The
presence of certain changes and their strength is measured by indicators of sustainable tourism
development. Indicators are also a measure of the presence of a phenomenon, its current impact
on rural areas, as well as a measure of risk and occurrence of future problems. Of great
importance is the measurability, relevance, availability, clarity and comparability of indicators
of sustainable tourism in rural areas, which significantly contribute to economic progress. The
aim of this paper is a theoretical presentation of sustainable tourism and the importance of
measuring indicators of sustainable tourism in rural areas as a measure of long-term
sustainable development of the economy through the tourism sector.

Keywords: indicators of sustainable tourism, sustainable development, rural areas, rural
tourism

1. INTRODUCTION

In the past twenty years, a large number of definitions of sustainable tourism have appeared in
domestic and foreign publications. However, the key one is that of the World Tourism
Organization (UNWTO), which, respecting the definition of sustainable development, defined
sustainable tourism as one that meets the needs of current tourists and receptive regions while
protecting and improving opportunities for the future (Liu, 2003). Also relevant is the definition
of the Institute for Tourism of the Republic of Croatia, according to which sustainable tourism
is one that can survive over a long period of time because it does not cause environmental
degradation, but achieves benefits in the economic, ecological, social and cultural environment
in which it takes place (Cari¢, 2006). In addition to sustainable tourism, related concepts such
as responsible, green tourism, ethical and ecotourism also appear. As with sustainable
development, the effects of tourism on spatial reality are divided into three main categories or
characteristics: environmental (natural, ecological), sociocultural and economic.
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These categories are not mutually exclusive, but have a significant degree of overlap and serve
as a tool in considering and interpreting the effects of tourism (Hall, 2008). Guided by these
categories, the World Tourism Organization (UNWTO) proposed indicators as a means of
monitoring the ecological, sociocultural and economic characteristics of sustainable tourism
(UNWTO, 2004). In the proposals for the implementation of indicators of sustainable tourism,
the ecological, sociocultural and economic groups of indicators are very clearly distinguished,
which will be described in detail in the further text of this paper.

2. THE TERM AND CHARACTERISTICS OF SUSTAINABLE TOURISM OF RURAL
AREAS
The fact is that space and its geophysical properties are the basic assumptions on which the
development of the tourist offer of an area is based. That is why it is very important to treat this
space rationally and responsibly. This is especially important today, when ecology in general
is given more attention due to the increasing threat to the human environment (Blazevi¢, 2007:
459). The concept of sustainable development is one of the most widespread modern concepts
of the development of all human activities, including tourism. By announcing the need for
sustainability, tourism as a globally desirable factor due to the benefits and opportunities it
brings to the local community is also viewed through the environmental aspect from which it
IS inseparable, from which it emerged that tourism and the environment are interdependent
factors whose positive relationship should be strengthened due to the benefits of both factors
(Corak, 2011: 124). The concept of sustainable development of tourism was developed from
the theory of sustainable development, which was developed as a reaction to increasingly
pronounced ecological and sociocultural problems faced by humanity, especially urban areas.
The application of the concept of sustainable development in tourism should ensure that
uncontrolled development does not destroy or devastate the resources on the basis of which
tourism began to develop in a certain area. Such a development concept implies that the needs
of current generations should be met in such a way as not to jeopardize the ability of future
generations to meet their needs. Therefore, the concept of sustainable development should be
the development concept of tourism in the present and in the future at all levels of its
development. Rural tourism implies the tourist development of agricultural areas, sustainable
use of natural resources and cultural heritage, improvement of the preservation of local
traditional customs through a special design of the tourist offer and meeting the needs of guests
in terms of accommodation, food and beverage services, recreation and agricultural activities
with the identity of the area (VinSalek Stipi¢ and et al., 2020). The main characteristics of rural
tourism are the possibility of continuous utilization of tourist capacities and development of the
tourist offer. The basic division of catering establishments distinguishes between
establishments for food and accommodation. Catering facilities for food in rural tourism are
restaurants and rural households. Apart from the basic role of accommodation, accommodation
catering facilities can provide (Fir$t and Godek, 1996: 465):
e boarding and non-boarding food services
e entertainment and recreation
o the possibility of buying different products from the host, such as cheeses, fruits, vegetables,
wine
o rental of cars, horses for recreational riding, organization of excursions and the similar

Most of the income from tourism consumption is transferred to the economies where it was
generated and constitutes the income of the local population. In tourism-developed countries,
where rural tourism is at a higher level than in Croatia, it has a great influence on payment
relations with other European countries.
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Foreign tourists buy products and services during their tourist stay, which represents the so-
called the "invisible export” and the organization and planning of tourist development are
handled by the Tourist Board, which performs tasks: planning the tourist offer; marketing and
promotion; financing and coordinating tourist tasks of different participants (FirSt and Godek,
1996: 466). The plan, as a basic document of rural tourism development, establishes the goal
of rural tourism development and therefore it is necessary to measure the indicators of
sustainable tourism. By creating a rural tourism development plan, the main attention should
be paid to the economic and social benefits of tourism development by increasing economic
benefits, increasing income from tourism and also on increasing employment with the necessary
sustainable development. Sustainable development refers to the responsible management of
social, economic and environmental aspects. A sustainable management approach is focused
on responsibility, transparency, focus on participants, and on systematic measurement and
reporting (Vinsalek Stipi¢, 2021). Globally accepted principles of sustainable development are
defined through the Declaration from Rio and Agenda 21, and the Declaration and
Implementation Plan from Johannesburg (Hens and Nath, 2005; Gallikowski, 1999):
integration of environmental issues into development policies; internationalization of costs
related to the environment; the participation of all social stakeholders in decision-making
through the process of consultation and dialogue and the creation of partnerships; access to
information and justice; generational and intergenerational equality and solidarity; the principle
of interdependence between the local and global levels; access to services and financial
resources necessary to meet basic needs. Tourists are mostly motivated by natural landscapes,
monuments or events of cultural significance, i.e. natural and cultural attractions, not
necessarily and only social ones. The rapid and uncontrolled development of mass tourism
caused irreversible changes in its social and natural sphere and had a negative impact on the
environment and its standard of living. Inadequate implementation of development plans and
strategies, lack of experts in the field of tourism, excessive exploitation of natural resources
with the aim of achieving the greatest possible economic profit, and the destruction of the
cultural identity of the destination, are just some of the problems facing society due to
unacceptable management of tourism. Also, at the same time, the motivation of tourists to go
to a preserved environment and integrate with the local community is growing. In response to
the above, sustainable tourism is beginning to develop, which tries to minimize the damage
caused in the social, ecological and economic environment. Sustainable tourism is the result of
the synergistic action of three seemingly conflicting areas, namely the environment, society and
economy. From the environmental aspect, efforts are being made to encourage the
strengthening of environmental responsibility, to inform the public, to protect and preserve
natural resources and non-renewable energy sources, to minimize the level of environmental
pollution and to take steps that would lead to a reduction in the amount of waste materials in
the production process. From the economic aspect, efforts are made to achieve cooperation and
partnerships between the local population, authorities and any other interested party, so that
through the exchange of knowledge and experience of the parties involved, quality strategic
plans for the development of an area can be developed and ensure its long-term and sustainable
growth. Also, through the economic sphere of development, efforts are being made to ensure a
fair distribution of profits from tourism among tourism stakeholders. In conclusion, the social
component in sustainable tourism advocates for the development and strengthening of
awareness of respect for socially sensitive issues, such as the rights of local communities and
the protection of their identity. Therefore, the main goal of sustainable tourism is to achieve
well-being and protection of essential values for current and future generations. The goals of
sustainable development of tourism derive from the general goals of sustainable development,
that is, from their adaptation to the specifics of tourism.
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The World Commission on Environment and Development (WECD) states the goals of

sustainable development (Bartoluci, 2013: 131):

1) Political system - ensures efficient participation of the local community in decision-making
in planning

2) Economic system — is capable of providing new values and other technical knowledge on a
sustainable basis

3) The social system - offers solutions to overcome the tensions arising from disharmonious
development

4) Production system - respects the obligation to preserve the environment for future
development

5) Technological system - new, advanced solutions are constantly coming out

6) International system - supports sustainable development models

7) Administrative system - it is flexible and has the ability to correct

Since the publication of the report "Our Common Future” by the Brundtland Commission in
1987 (UN, 1987), numerous studies have been conducted and works published on the topic of
sustainable development and sustainable tourism. On the trail of such considerations are papers
that prove the connection and impact of tourism on everyday life activities and the concept of
sustainable living (Simpson, 2009; Tao and Wall, 2009) and the relationship between cultural
heritage and sustainable tourism (Coccossis, 2008), which was preceded by a few years earlier
research on the relationship between the local community and tourists from the aspect of using
common resources (Briassoulis, 2002). A special interest in the research of sustainable tourism
is, in addition to the relationship to the natural and cultural attraction base, it is devoted to the
influence and mutual connections of tourism with the local population and the measurement of
this influence. Among such works, extensive research was carried out, among others, in Turkey,
Australia, the Slovenian coast, the Balearic Islands, British Columbia, Colorado, Arizona and
Texas, where the attitudes of the local population were examined using different methods
(Korca, 1996; Tovar and Lockwood, 2008; Nemec- Rudez and Vodeb, 2010; Aguil6 and Nadal,
2005; Nepal, 2008; Besculides et al., 2002; Andereck et al., 2005; Choi and Sirakaya, 2005).
As Bramwell (1994) noted in his introductory paper, "a key point in many developed countries
is a particularly high regard for the countryside: it is seen as special and therefore particularly
worthy of protection”. Therefore, the focus of any tourism development in rural areas should
be on sustainable development that protects or retains the intrinsic qualities of the countryside.
Lane (1994) further states four additional reasons for the adoption of sustainable development
policies: a) the need to implement sustainable management systems to protect sensitive areas;
b) the need to mediate between the conflicting goals of conservation and development; c) the
need to encourage balanced, broad, but community-oriented economic growth; d) the need to
maintain the "rurality” of rural areas. These principles are, of course, common in the sustainable
tourism literature, and other numerous papers in the 1994 edition that suggest ways to
operationalize them. Effectively, therefore, rural tourism is considered to be synonymous with
sustainable tourism development, with all that is implied for the nature, scope, character and
ownership of tourism development (Roberts and Hall, 2001). Perhaps more relevant to this
discussion, it is based on three basic assumptions: first, that all tourists visit the countryside
primarily to experience rurality; second, that sustainable tourism is the most effective (and
universally appropriate and acceptable) means of achieving economic growth; and, third, that
the character and quality of rural areas should be protected or maintained as the world around
them transforms or advances. Views of sustainability as a luxury of idealism remain, and this
can of course be found in countries struggling with political, economic and social crises.
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Sustainability issues, although still prominent in the rural tourism literature, have expanded to
include a wider range of issues that seem to draw tourism into ever-increasing policy problems,
and the achievement of 'sustainable' rural tourism is becoming increasingly elusive.

3. SUSTAINABLE TOURISM INDICATORS AS A FACTOR OF SUSTAINABLE
DEVELOPMENT OF RURAL AREAS

The development of sustainable tourism should ensure the optimal use of the natural base,
preserving the socio-cultural authenticity of the local community with long-term social and
economic welfare for all interest-influenced groups (Vinsalek Stipi¢, 2017). For this purpose,
regular monitoring and supervision of all processes in tourism is necessary, which is why there
is a need to apply appropriate quantitative and qualitative measuring instruments of sustainable
tourism. Indicators of sustainable tourism are measures of the presence and size of a certain
current phenomenon, signs of a future situation or problem, a measure of risk or possible need
for action, and means of identification and measurement of the results of our actions. When
choosing indicators of sustainable tourism, it is necessary to respect the criteria of relevance,
feasibility (availability), credibility, clarity and comparability (Vojnovié, 2014). An important
but not decisive factor is the number of indicators used, while this depends on the size of the
tourist destination or region, the outcomes that are to be verified, the interests of users and the
availability of sources and information. The final number of indicators is greatly influenced by
limitations such as available time, financial resources, and applied technology and
methodology. Some indicators, although very important in the assessment of sustainable
tourism, can be applied to individual destinations depending on the stage of tourism
development. Indicators are sets of information that have been formally selected to measure
changes important for the development and management of tourism, and are divided into three
basic groups (Vojnovi¢, 2014): Economic - tourism indicators; Social indicators; Abiotic —
ecological indicators. There are different definitions of sustainable development of rural areas,
but they all have in common the fact that they are based on the optimal use of resources and
care for future generations with the aim of meeting the needs of not only participants in the
tourist market. There is an increasing number of tourist arrivals and overnight stays, from which
various benefits are realized, but certain damages also occur. The economic indicators of
tourism are reflected in the growth of income from tourism consumption, the tourism multiplier
and the employees who contribute to the realization of economic benefits from tourism. The
development of tourism would not be possible without investments in tourism that are
significant for achieving a certain level of quality of the tourist offer. Socio-cultural indicators
aim to reduce socio-cultural differences and introduce tourists to the customs, traditions, and
lifestyle of the local population. In order to meet all the requirements, there is a need for labor
and there are migration movements, especially during the tourist season. Ecological indicators
of tourism refer to the use of natural resources for the purpose of tourism, the concentration of
tourists in a certain area at a certain time in order not to disturb the natural balance and
biodiversity. There are also problems of waste disposal, air, water and soil pollution, the effects
of which cause consequences for climate change. The ecological footprint is intended to
indicate the insufficient amount of resources that humans need in everyday life through housing,
food, transport and goods and services. It also measures the impact of man on planet Earth.
Special emphasis is placed on the harmfulness of air transport to the environment and the
unsustainability of such travel. Indicators of sustainable development of tourism indicate
numerous benefits that tourism brings us. Based on the current availability of data on rural
areas, only a partial and limited application of research on the development of rural tourism
based on indicators of sustainable tourism is possible. In order for the benefits to be realizable
in the future, it is necessary to develop tourism in accordance with the possibilities that the
natural environment offers us.
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4. CONCLUSION

Numerous scientific and professional papers around the world have identified the great
potential for rural tourism as a phenomenon and as an integral part of rural restructuring. From
the scientific and professional point of veiw it can be stated that expectations of its potential
achievements were therefore high and numerous. The development of sustainable tourism in
rural areas significantly contributes to the development of rural regions. For this purpose,
regular monitoring and supervision of all processes in tourism is necessary, which is why there
is a need to apply appropriate quantitative and qualitative measuring instruments of sustainable
tourism. Monitoring the development of sustainable tourism is carried out through indicators
that measure the presence of certain phenomena. Measurability, relevance, accessibility, clarity
and comparability are just some of the characteristics of indicators of sustainable tourism in
rural areas. More discussion and additional perspectives are needed to determine alternatives
for inclusive recreation today and in the new millennium. The limitations of this paper are
reflected through the limited presentation of the relevant literature and the lack of empirical
research. Therefore, the recommendation for the future research in the next paper is to include
additional relevant scientific literature and to conduct an empirical research on a concrete
example.
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