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ASPECTS OF SUSTAINABLE DEVELOPMENT OF SMALL AND
FAMILY HOTELS

Robert Svetlecic
PhD Student at Faculty of tourism and hospitality management Opatija, Croatia
rsvetlacic@gmail.com

ABSTRACT
Sustainable tourisms getting more and more popular nowadays, @nequiresturning to
high quality, responsible anelcefriendly tourism, which caronly be achieved if there is a
balance between economic, sacidtural and environmental aspects of tourism development
Owners of the small and family hotels are turningrenand more to eco tourism, primarily to
achieve their goal, which is the extension of the season and making larger padisinable
development combines economic development, social responsibility and environmental
protection This kind of developmesupports a stable relationship between human activities
and the nature, which would leave the healthy environment for future generations. Modern
trends of returning to nature are often implemented through tourism, which encourages the
development of smafamily-run hotels, which generally offer personalized service and warm
atmosphere in the environment of authentic architecture.
Keywords:sustainable development, small hotels, family hotels, business

1. INTRODUCTION

Tourism is a phenomenon which israist entirely dependent on the environment, so any kind

of distortion of the natural balance and the destruction of ecosystem potentially leads to the
disruption of tourist movements. In the few studies on the cause and the effect relationship of
environmet and tourism, t the primary and secondary, and intentional and unintentional
disruption of the ecological balance is being discussed, especially those that sprang from the
tourist movement. While under the primary think of the direct distortion of balafic
ecosystems, the secondary is the result of the complexity of tourist services, and is reflected in
the increased need for water, electricity and oil. To reduce the negative effects of tourism on
the environment, society and the economy, it is impot@munderstand both the sustainable
development and sustainable tourism development. Modern trends of returning to nature and
the original are often implemented through tourism, and they encourage the development of
small, familyrun hotels, which genetgloffer personalized service and warm atmosphere in

the environment of authentic architecture. In the last few years, due to its natural and cultural
heritage and improved transport links with the European source markets, Croatia has become a
hit tourist destination. Small family hotels are increasingly sought after tourist product in
Croatia, with a constant growth in traffic and spending per guest, with the trend of the efforts
of extending the season. In Croatia there were about two hundred of smigllfatals with
approximately 15,600 beds, as compared to the number of beds in large hotel companies very
little watching European experience. Small family hotels in Croatia became an absolute trend
as they are filled 180 days a year, and generate antiard nights than traditional hotels and
generate 25% of all hotel overnight stays in Croatia, which indicates their significance,
enhanced quality of business and making the most of the capacity. Small family hotels make
most common form of tourism not lgnin Croatia, but also globally. Therefore, it is the
hospitality (accommodation) offer that is of particular importance for the destination identity,
international recognition / desirability, and the destination competitiveness of the Republic of
Croatia Small family hotels in Croatia, should become engines in the process of improving the
overall hotel industry which will be the main part of the economic sectors of tourism through
sustainable development, which should increase economic growth, emplogntrihe
standard of the local population.
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2. SUSTAINABLE DEVELOPMENT IN HOTEL INDUSTRY

2.1. Overview on the development

A development is hard to define, since it raises the question whether it represents economic
growth and human webeing. In the everthat the goal of the development is wedling, then

it can be defined as an increase in the economic, ecological, cultural, social and political level
of life. To date, the concept of development marked the acceleration of economic growth, which
caused duge gap between countries and nations. The distribution of economic and political
power among the countries determines the possibility of influence of each country on economic
developments in the world. Each of them is trying to have as large as pastildace on

politics, in order to become more developed than others. Some countries want to have control
over raw materials, energy and goods of vital importance for human life, and through this the
political control of of certain poor nations. Powensomption is linked to a large number of
factors specific to each area, such as population growth, the development of science and
technology, geography and others. The dependence of the energy of today's society is best
proved by occasional disturbancesit® delivery, which causes delays in production, and
therefore large material losses. The problems of energy development can not be studied outside
the context of an overall soeeconomic system of a country, even outside the context of the
developmentfinternational political and economic relations. The development goals of energy
can not be autonomous, they have to be be drawn from the development goals of economic
policy. Among the many problems that humanity is facing regarding the developmendsthe
complex problems to solve are those with new technologies that have to worry about the
protection of the environment. The technology requires less and less influence of political
control, but at the same time it puts people in an awkward positionnérgaising
unemployment, since due to greater automation of work less human labor is required.
Throughout history with the increase in personal and social standards neglecting of the impact
of development on the environment started. This led to signifpaihttion of air, water, soil

and atmosphere, to reduction of the forest area, and thermal pollution (Udovicic, 2004). It is
obvious that the progress of civilization has brought benefits to humanity on the one hand, while
on the other civilizations riskiss own survival through contamination . The synergy between
technology development and environmental protection becomes a priority for a safe future
development. Over the past three decades a lot of practical and technical knowledge has been
gathered andxperience that instills optimism in thinking about the possibility of energy supply

in the future and a smaller environmental impact and the man himself.

2.2. The concept of sustainable development

In the last two decades there has been an ever inggeadiaustion of natural resources which

are mostly due to inefficient and poor planning, and not enough time for recovery. Population
growth with resource depletion causes the faster destroying of many parts of the environment.
The hardest hit areas ateose of intensive production. The process of air, water, and soll
pollution is constantly speeding up with population growth. Experts Club of Rome concluded
that "an unreasonable use of many important natural resources with many types of pollutants
havealready exceeded the measure that is physically viable in nature. No significant reduction
in the use of materials and energy consumption, in the following decades will come to an
uncontrolled fall of the amount of food energy consumption and industtigditoper person
"(Lrnjar, 2002, pp. 187) . Correcting the hu
principles of sustainable development. Sustainable development combines economic
development, social responsibility and environmental protection ar twcensure a high level

of quality of life in the future. The concept of sustainable development contains a combination
of of scientific principles and human values. At a time when human activities began to act on

3
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natural resources, sustainability takessocial meaning and interpreted in accordance with the
different interests of society or a group in society. Therefore, the concept of sustainable
development must be interpreted scientifically, and not in accordance with the current interests
of certaininterest groups. The concept of sustainable development includes three important
elements (Dragicevic, 1996, pp. 189):

The concept of developmentvhich is not identified with economic growth as it relates to the
guantitative elements of the economicteys while development relates to qualitative concept

of social development, which in itself includes economic, cultural and social development of
the bands.

The concept of needefers to the question of allocation of basic resources for the achievement
of quality of life. The term "basic needs" is relative because what was once considered a luxury,
today is a necessity in developed countries.

The concept of future generationsdicates that the essence of sustainability is reduced to the
guestion: Whatre we going to leave to future generations? Future generations should not
burden our development and environmental problems, and should get them to convey a better
quality of ecosystems than it is today.

Our present is inevitably the past of the futuraegations so we have to decided today about
their possibilities. We should build a society step by step, a society which is based on the
individual who lives in harmony with the development of their ethical and professional
awareness of the current anduit significance of the environment in all its dimensions.

2.3. The concept of sustainable tourism development

Turning to sustainable tourism implies turning to high quality, responsible, selective and
competitive tourism, which can be achieved if there ibalance between economic, secio
cultural and environmental aspects of tourism development (Hall and Richards, 2007).
Sustainable tourism development should be implemented in the operations of all businesses in
the tourism business, regardless of tls&ze, number of employees and market position. By
including in the tourism process, each stakeholder, regardless of their role in the process, should
respect the principles of sustainability and ethical standards, in order to maximize the positive
effectsof tourism development, and reduce the negative ones. Therefore, sustainable tourism
should (Central portal of the World Tourism Organization, 2005):

use environmental resources optimally as a key element in tourism development, maintaining
essential ecolgical processes contributing to the preservation of natural heritage and
biodiversity;

respect the socioultural authenticity of the local communities, to preserve the culture of
building, life and the traditions and contribute to intercultural undedsigrand tolerance;

ensure longerm sustainable economic operations, providing evenly distributed - socio
economic benefits to all stakeholders, including secure employment, earnings potential and
social services and contribute to poverty reduction.

Managenent of tourism development is a complex process in which it is important to set clear
goals and strategies for their achievement, but also the implementation of the monitoring and
control of the entire process. When the sustainability is included in swokess it is important

to reflect on this development for which the starting point and the goal will be to be a man. tis
a lot more humane and balanced development, for whose implementation the cooperation of all
stakeholders of tourism is required,vasll as their involvement in the strategy development
and decision making process. The importance of sustainable tourism development is reflected
in the philosophy which is based on preserving the original identity-tkmng thinking,
responsibility, coperation, partnership and providing high value for money. This enables the
extension of the life cycle of tourist enterprises and increasing level of productivity and
competitiveness of the entire tourist system.

4
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3. SMALL AND FAMILY HOTELS IN CROATIA

3.1 Quantitative determinants of the offer
According to the Croatian Ministry of Tourism, based on the document of the Ministry of
Tourism 'list of categorized tourist facilities: hotels, campsites and marinas in Croatia' in
October 2015, indicates that imdatia there are about 362 hotel facility of small family hotels
with fewer than 50 accommodation units. Although these hotels are registered as a limited
liability company, it is difficult to say whether it is a famibyvned hotel, and facilities managed
by the family, which makes them, in the true sense of the word, regarded as one of the small
family hotels. In Croatia, there are still no official criteria for the distribution of the hotel on
small, medium and large, and therefore each author usesidiftriteria. The general criteria
used to define small hotels as the following (Ninemeier, 2005, pp. 25):

- accommodation capacity,

- amount of investment,

- amount of revenue,

- ownership and management,

- method of financing,

- products and markets,

- organizatiorand employment.

According to the above, small and farailyn hotels are those with up to 50 rooms, which are
family owned, and whose ownership and control functions are integrated. The owner is also the
manager, and he defines the concept and arrangernia building. The offer of the hotel is
partially extended in the form of wellness, restaurants or meeting rooms, and attracts mainly
individual guests, and create a personalized relationship of small family hotels with guests. The
organization of workn the hotel is flexible.

Small family hotels in Croatia have around 7,800 accommodation units and 15,600 beds, with
the prevailing buildings of small family hotels with 3 * (53%) and 4 * (32%). At the same time,
very few small hotels are categorized wbth (3%), while there aranuch more of small family

hotels with 2 * (12%).

Chart 1: Hotels structure in% to the number of stars (Ministry of Tourism, 2015).
(Contact Author)

Finally, 5.5% of small hotels categorized as aparthotel. In terms of digtnbit should be

noted that, unlike the objects of family arrangements that are almost entirely oriented on coastal
counties (about 67%), small hotels in Croatia, are largely located in the continental part of the
country (33% of total accommodation eafty).

Accommodation capacity osmall hotels are located primarily in the area of Spétmatia

County (25%), Primorjg&o r s Kk i Kot ar (13 %) and Istria (10
County (1%), Krapin&Zagorje County (1% ), BjelovaBilogora (1%) andVirovitica-
Podravina (1%). Accommodation capacity of small hotels in other counties are arranged
according to the following order: Zagreb (9%), DubrovNigretva County (8%), Zadar County
(6%), SibenikkKnin County (6%), OsijelBaranja County (4%), Karlovd8%), Belize counties

(3%), Podravska (2%) and Brdtbsavina (2%).
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Figure 1. Small hotelsthe spatial distribution in% (author ‘according to the Ministry of
Tourism, 2015).

3.2. Quantitative determinants of demand

There is no available statisticddta about (registered) overnight in small hotels on the territory
of Croatia.

However, based on unofficial data of the National Association of Family and Small Hotels of
the degree of capacity utilization of their State at the level of about 45% anonallyan speak

of the number of overnights at around 2 million. In other words, the share of small hotels in the
total outturn overnight hotel is at the level of about 15% (Ministry of Tourism, 2015).

3.3. Problems that include small and familyrun hotels on tourist market

Before the professionalization of smaller tourist reception capacity, or private renters of rooms
and suites, their inclusion on tourist market was almost undetectable and unsatisfactory,
primarily because of the current share of treygrconomy, unregistered guests, employees and
generated revenue. Since they were predominantly offering only accommodation services, as
well as the unorganized arrangements, capacity utilization was unsatisfactory and the average

6
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occupancy rate was vemgw. With the professionalization of those facilities and converting the
small family hotels, there was an expansion of their supply and they achieved the multiplier
effect (better offer, more employment, higher prices, extension of the season, bettiy capac
utilization and higher revenue for entrepreneurs), however, their inclusion on tourist markets
and the general placement took place more or less randomly, and without identified and
developed strategic positioning on tourism market. One of the remdons the Croatian
tourist offer of small and famityun hotels in a fairly big disadvantage is their appearance on
the tourism market, for which it can be said that, although tourism professionals say a priori
that they have beautifully constructed amtarated hotel complex, a nice aesthetic look and
in addition good, higlguality and fast service, as well as a warm welcome and a warm
atmosphere, courtesy of hotel staff which easily wins the confidence of the guests, they still can
not achieve the targ@bjectives, primarily the extension of the season and making larger
profits.
The main obstacles to the development of small and fammilyhotels can be classified into two
groups:

- problems among market players (barrier to cooperation)

- entrepreneurshipna human resources.

The lack of the brand:

The largest number of hotels, especially small hotels in Croatia, are independent, ie. is not
holder of the brand. Brand is one way to gain international recognition. As competition
intensifies, it becomes incraiagly difficult to maintain its position in the market.

The judicial framework offer is connected with a range of administrative and legal restrictions,
which does not facilitate commerce and a breakthrough on the market.

Tourist policy in the past, athnow, even though the public authorities aware of the importance

of tourism they still impose decisions harmful for small hotels and tourism in general (0.0 per
mill). Doubling the responsibilities of state and local public institutions and privatdiresa

The current structure of the supply of small hotels, and in particular sector destined for tourism
promotion is dysfunctional. Most of the criticism relates to doubling responsibility
(associations, tourist boards, county, ministry) which leadsvisée of resources. The solution

may be the introduction of more precise delegation of responsibility, that is, the hierarchical
structure which would attributed a single body or person deemiking power in order to
devise a common operating line.

Sud origin of the decisioimaking is transferred from time to time by on county department,

to organization or the external body (a manager or team of experts).

Relations on the marketemphasized individuality as a result of the competitive environment
hasresulted in the closure of any possibility of cooperation and skepticism towards the merger.
The biggest problem is the lack of coordination between the public and private sector because
of the different modes of operation, and within both categories tharsignificant discrepancy.
System Limitations:

A range of other obstacles are: a lack of entrepreneurial spirit and the participation of support
structures, lack of leadership by those in charge of managing the various components of the
system of theoffer, the lack of "tourist culture" of hoteliers (insufficient knowledge of the
mechanism of the tourism market).

The lack of change of generations most small hotels managerial class is usually of old age,
while young people are attracted to jobsbitterpaid sectors or less demanding business
(mainly in foreign countries). Because of age, hoteliers are being criticized for not being
innovative and dynamic.

Insufficient level of professionalism and entrepreneurstppeparation of hoteliers and the
associates for appropriate promotion and commercialization of large resources of our area is
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very limited. This also applies to the state and local officials in charge of tourism planning and
programming and all those who have a frequent contactshethigitors (dealers, cops, ...).

As for the private sector, there is a reinvestment of income, fear of risk and too much attention
is devoted to shotterm planning of the hotel.

The need for qualification / training personnalegardless of the fact théhe majority of
workers and hoteliers say that they've managed to modernize, and they have no need for specific
courses and seminars, attitude towards this kind of offer is mostly positive, although most
hoteliers do not know for them. Since the offeccofirses and seminars is average, this is the
indication that there is a need for better communication about diversity and characteristics of
the course by the organizers.

4. SUSTAINABLE DEVELOPMENT OF SMALL AND FAMILY HOTELS IN
CROATIA

4.1. Ecocertification of small and family-run hotels in Croatia

In Croatia, small family hotels which carry the eco label of small family hotels with the logo of
"heart with a leaf" are recognized as objects that take the best care for the environment in their
area. Croaan ecolabel for tourism accommodation in the small and fasmily hotels follows

the structure of the European dabel Eceflower. Eco certificate confirms that the object is
using energy rationally, and resources for work and that their verificatidanie by strictly
defined procedures. The construction of the facility must have all the necessary checkpoints
and resources to prevent energy loss. Also, the certificate relates to the sorting, classification
and selective collection of waste that arenggated as bproducts in the process of
manufacturing in the hotel.

The advantages of eign forhotels are multiple:

Eco-sign indicates and proves the high quality and care of the environment.

Reducing the consumption of resources such as watenielestergy and waste reduction,
which leads to cost reduction.

Commitment to preserving the environment leads to a healthy accommodation, a healthy diet
and a healthy environment for guests and employees, and therefore directly affects their
satisfactiorand contributes to meeting their expectations.

Eco-sign contributes to better quality services and strengthens the position on the market and
distinguishes hotels that have the sign from all the others.

Small family hotels in Croatia have large, but unusggbrtunities for development. According

to the National Association of Family and Small Hotels of 2016, small and fanmlfotels

that have ecd a b e | ar e: Hot el Srakovl| il from Karl o
Paklenica (Zadar) Hotel Savus $la n s k i Brod (Brod Posavina) a
(Gorski Kotar County).

4.2. Aspects of the introduction of sustainability in the process of small and famityn

hotels

Sustainable development is a process that small and famnilgotels have togy attention to

before investing in a business venture, and during the time of the drawing up of a business plan.
It is a process which entrepreneurs should take into account throughout the entire life cycle of
their businesses, which is why it is impottemmeasure the sustainability of their business plan
during the fiveyear or some other period. A complex process such as the sustainable
development of tourism should be included in the same postulates, as well as the the basic
values of the company. @ntation toward sustainable development should be visible in the
mission, vision, objectives and activities of the company. The importance of including the
principle of sustainability in the business planning process for small tourism businesses is even
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greater, given that the cost of energy and other sustainable elements are smaller if they are part
of the development of their own companies. Sustainable hotels are already known model of
sustainable development in the world, and such a principle of gewetd can be applied to
small family hotels, as well as other small businesses in the tourism industry, such as building
houses. Important issues to be seen in the planning and design of the hotel facilities, and have
a focus on energy efficiency and saysrinclude (Bohdanowicz, Martinac P., I. 2001, p. 5):

- selection of the appropriate location,
availability of local building materials and (renewable) energy sources,
implications on consumer behavior, provided services, total costs,
aspect of the design.

This implies that the facility can start with a sustainable business operations from the very
beginning, in such a way that the site does not distort the perspective of the environment and
that the selection of the appropriate, sunny location affectanirgyeuse of the building and

the possibility of using renewable energy sources. In this phase we may additionally emphasize
the aspects of sustainable business, through the using ecologically acceptable building
materials, minimizing of waste material anthximizing the use of renewable energy and
passive energy sources through the use of sunny and shady parts of the space. With such
planning of energy efficiency all three pillars of sustainability are presamhomic,
environmental and social, and thénosld be a part of the business plan of small businesses in
the tourism industry. Economics is reflected in savings that will bring energy efficiency to
business, while it manifests ecologically through apparent minimizing of the impact of
construction andperation of the facility on the environment. The sociological aspect of
sustainability at this stage of development planning is achieved by employing local suppliers
of building materials, through communication with local authorities and residents of the
building plans, taking into account all aspects of the load capacity of tourist destinations in
which the hotel is built. In addition to paying great attention to quality of thermal and sound
insulation of its buildings, sustainable buildings are eneffigient because of the interactive
energy systems that are installed in all areas of the facility, especially in the rooms. In fact, such
systems allow turning off of all devices and lights in the room when there is no one inside, as
well as turning off & conditioning when opening a window in the room. To reduce the volume

of their own waste, sustainable hotels and other accommodations, such as the ones in rural
tourism, offer food products in bulk, in a recycling packages and they compost food scraps i
cooperation with local farmers who supply the local hotels with fresh ingredients. In this way
a circle of sustained cooperation between small business owners and stakeholders of the local
community is created, which allows the multiplication of positenvironmental, social and
economic effects. The economic benefit of such and similar cooperation tourism stakeholders
enables further investment in the local infrastructure, thus achievingdomgsustainability
principle. The quality of the environmewill affect tourism destination and the increase of the
number of guests of the facility, and the letegm compliance with sustainable principles will
contribute to the preservation of environmental quality tourist destination. Hiring local labor in
order to improve the local community is one of the fundamental principles that govern the
operations of each of sustainable small businesses in tourism. This foundation is joined by
rinciples of job security, fair income, participation in decisinaking andcreating a healthy
working environment. Tourism officials working in such facilities are more productive and
have a lower rate of absenteeism, and are due to involvement in the dewiog more
committed to the realization of the principles and obyestirelated to the sustainability of the
business hotel. The contemporary guest is highly informed and knowledgeable about all the
trends in the tourist industry, including those related to sustainability. However, today there are
still a lot of tourists o put their own comfort and luxury stay ahead of the sustainability,
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ecology and responsible travel. It is very important to educate all stakeholders in tourism on
what really sustainable facility provides to its guests and therefore is importantspeaitaof
the tourist stay to be sustainable. Research trends in the tourist market indicate that the number
of tourist accommodation that operate in a sustainable way will continue to grow, because of
the increased demand of tourists staying in those difiildings, which respect and live the
principles of sustainability. The influence of consumers in recent years has increased so much
that now they have their own acronyr8cuppiessocially conscious upwardly mobile persons
(Deloitte, 2009). Such consers in tourism are edoiendly and socially sensitive, and they
want to spend their money exclusively in establishments that offer an environmentally,
economically and socioulturally acceptable solutions for a tourist stay. Research conducted
in 2007 ly an American Institute has shown that 19% of the population of the United States for
the purchase of all goods and services take into account their health, healthy lifestyles and
sustainability. Seventeen percent of consumers are glogedher principés of purchase, and
the rest of consumers pay great attention to environmental protection, the use of organic
products, recycling, renewable energy and staying in unpolluted area. Almost 90% of people
who responded to the poll conducted among 2,000 hatsdtg in the UK believe that hotels
and tourism companies have an obligation and responsibility to operate in a sustainable manner
that does not endanger the environment, and 54% of them want to make a positive step in
reducing carbon emission during theext stay (Pavlovic, 2008, pp. 2). The results of these
studies show the importance they attach to sustainability tourists when choosing
accommodation capacity where they will be staying. When there is a stay of tourists in a
sustainable building, theadtemployed in tourism have to inform tourists about ways in which
they can contribute to the achievement of sustainable development. The basic principle of all
actions and measures to protect the environment must be of practical use, because none of the
spectacular action would lead to success unless the teamwork has beenset up and implemented
(Persic, 2003, pp. 5):
- introducing guests with possible areas of savings,
- educating guests on the proper disposal of waste,
- open "Green advertisement" to colleaad of guests,
- build your own internal catalog of environmental protection measures, print it in
several languages, and make it available to guests,
- encourage the use of public transport,
- popularize the use of local epooducts and publicize informatiom ¢he ece
suppliers and partners,
- regular guests informed about the savings achieved on the basis of the measures taken
to protect the environment and to reward accomplished.
The benefits of sustainable tourism businesses can be numerous for touristsitvéack
facilities are are related to the education and dissemination of information on the sustainability
of the practice, which later can be practiced in the home country through obtaining new
experiences and the experience of that tourist destination.

4.3. The statutory legislation

The ruling structures in many countries implement laws, provide subsidies to motivate small
hotels to become sustainable. But Croatia does not have a single law dealing with sustainable
business in the hotel industry. Acdorg to the Environmental Protection Act, the state
provides tax incentives and the exemption of payment of fees to all the hoteliers who in any
manner reduce the negative impact on the environment. In the event that the Government can
not motivate hotelies incentives, however regulatory pressure through fees and prohibition
follows, if any form of business causes damage to the environment. In Croatia, according to the
legal provisions of environmental protection, the hotel settles the damage that hasabdeen
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and covers the cost of eliminating the pollution. Although legislation is good enough
"motivator”, some hoteliers are thinking that they cost too much, because they have to hire
experts to design new policies to meet ecological standards.

5. CONCLUSION

The basic problem of introducing sustainable business practices in the small anerdamily
hotels is still thelack of awareness of hotel management at the negative impacts that their
business have on the environment. Turning to sustainable wapirg thusiness means
preserving the resource base for future generations, and also making the best of opportunities
offered in the tourism market, related to the growing needs of tourists for sustainable products
and services. Sustainability entrepreneuesluce their operating costs, become more
competitive and extend the life cycle of their tourism products. To achieve even better
recognition on the market, it is necessary to increase cooperation between the local population,
destination management orgaatipns, local authorities and organizations working for the
protection and improvement of the environment. Hoteliers should be further informed of the
benefits ofthe sustainable way of doing since it would attract a new clientele and thus further
increasedheir income.

Exposed to numerous information about environmental disasters, modern tourists are becoming
more aware of the effects which humans have on the environment, and sustainable small and
family-run hotels should intensify marketing activities @efhare proving that tourism could be

a business that minimizes its impact on the environment, encourages the development of local
communities and is economically efficient. In order to differentiate from the competition and
increase their level of compeweness, small and famisun hotels in the tourism industry
should be involved in the process of marking quality and sustainability, and this philosophy of
business should be implemented in the development of their business plan.
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ABSTRACT
This research thesis is conducted for the reasons of explaining the advantages of having
educated and trained workforce on the environmental safety issue in order to successfully
operate in modern orgararions. We made conclusion that there are great advantages in
achieving sustainable development in organizations that pay attention and invest in education
and training programs for increasing awareness on environmental protection. Benefits of
sustainablymanaged workforce for achieving the sustainable goals we explained through case
studies conducted earlier and a review of numerous research taken by people highly competent
in this area. In this business performance one of the key advantages is to hasétya
competent green human resource management (HR).
Keywords:advantages, development, environmental, goals, quality, safety

1.INTRODUCTION

Sustainability makes references to the conti
to achieve dsired outcomes. Although many grantees think that guaranteeing the sustainability

of a project means finding the resources to
sustainability really means making sure that the goals of the projeatwetd be met through

activities that are consistent with the current conditions and workforce development needs of

the region, including the needs of both workers and industry. Thus, sustainability does not mean
simply maintaining the status quo in teraigunding, staffing, and activities

2. SCIENTIFIC BENEFIT

The importance of the study is to explain expected impacts of the skills and abilities of
evaluating influence of HR management to create efficent workforce that participate in
developing enginearg project plan that has the special assignement in sustainable projects.

3. SUSTAINABLE DEVELOPMENT

Development is improving the wellbeing of people. Raising living standards and improving
education, health, and equality of opportunity are all desiaaideare essential components of
economic development. Sustainable development, on the other hand, is development that lasts,
because in addition to an economic component, there are social and environmental components.
So that sustainable development muossta proactive strategy to develop sustainability. As it

was proposed initially by the World Commission on Environment and Development (1987)
sustainable development must meet "the needs of the present without compromising the ability
of future generation® meet their own needs." Sustainable development requires mobilizing
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governments, the private sector, and the general public toward sustainable communities. And
"sustainable urban development is ultimately a cultural statement about ourselves, how we wan
to live, and our ability to manage our needs, desires, and dreams in ways that are effective and
caring."” Improvement of global quality of life imply the implementation of change that to
provide to every person a life of dignity; or life in a societyt tiespects and helps realize all
human rights. These changes must include the eradication of poverty, unemployment, and
inequitable social conditions. Sustainable development ensures thieimngllof the human

person by integrating social development, rexnic development, and environmental
conservation and protection. Sustainability is also a business strategy that drivesriong
corporate growth and profitability by mandating the inclusion of environmental and social
issues in the business model. Uglikorporate social responsibility, which retroactively
addresses issues, sustainability looks forward by changing the nature of the company. At the
2002 Johannesburg World Summit on Sustainable Development, there was made some
important conclusions. If theoncept of sustainable development is to be put into widespread
use, its principles must be integrated in to all disciplines at every level of society. This necessity
was explicitly recognized by Agenda 21, which placed education among its top priorities

the advancement and implementation of sustainable development. Even in countries with strong
education systems, there is a need to reorient education, awareness, and training to increase
understanding and support for sustainable development (HDRQ). 2003

Innovation
Capital Efficiency
Risk Management

Margin Improvement
Growth Enhancement
TotalShareholder Return

Job Creation
Skills Enhancement
Local Economic Impacts Productsto Services
SocialInvestments
BusinessEthics
Security

Socio-
Economic

Eco-efficiency

Sustainability

Socio
Environmental

Environmental

Safety & Health
Environmental Regulations
Global Cimate Change
Access to Portable Water

Crisis Management
Environmental Justice

Figure 1. Sustainable development
(Barnes, P. E., Green standards, B & E Review (Oct/Dec), 1996)
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Social development implies that the basic needs of the human being are met through the
implementation and realization of human rights. Under basds we are considering access

to education, health services, food, housing, employment, and the fair distribution of incomes.
Economic development expands the availability of work and the ability of individuals to secure
an income to support themselvesldheir families. Economic development includes industry,
sustainable agriculture, as well as integration and full participation in the global economy.
Social and economic developments reinforce and are dependent on one another for full
realization.

4. ENVIRONMENTAL NEEDS AND IMPACTS
The most important adverse impacts on the urban environment affecting people and caused by
man and nature are:
1 Water pollution and depletion
1 Energy use and wastage
1 Air pollution:
9 Outdoor, by industrialization and motorizatiemissions, and indoor, from household
and occupational sources
1 Solid waste, especially hazardous waste, when improperly discharged by households
and industries.
1 Resource Losses:
V Groundwater contamination and depletion
V Land and ecosystem degradation
V Degradéion of historic structures and cultural resources
9 Environmental hazards:
V Natural disasters (e.g. hurricane, earthquake, volcano, flooding, etc.)
V Manmade hazards (e.g. chemical spills and other industrial accidents)

We used the definition of sustainablevelopment established in ASCE Policy Statement 418,
Asustainable devel opment i's the challenge o
industrial products, energy, food, transportation, shelter and effective waste management while
conserving and ptecting environmental quality and the natural resource base essential for
future devel opmento

5.DEVELOPMENT AND SUSTAINABILITY
Economic development could only lead to sustainability if it is decentralized, carefully planned,
environmentally sensitive, ¢ally based, and focused on creating jobs and improving quality
of life in all island communities. Development benefits must be maximized beyond industrial
estates and business centers, while the adverse impacts of development must be minimized in
our resdential areas and our parks and beaches. A comprehensive, integrated, and strategic
approach which combines the local government role as a service provider, its regulatory and
legislative powers, and its internal economic policies can have a remarkaibilyepeiéect on
moving economic activities and development toward improving socioeconomic quality and
achieving sustainability. This is why it is said that the three core elements of sustainable
development are:

1 Environmental considerations must be enthed in economic polieynaking.

i Sustainable development must incorporate an inescapable commitment to social equity.
1 "Development” must not simply mean "growth". It must imply qualitative as well as
guantitative improvement.
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In sum sustainable developmentust be different from economic development of the past. It
must be a proactive strategy to develop sustainability. And its benefits must last well into the
next generation, and beyond.

6. TRANSITION TO THE GREEN ECONOMY

Climate change is a major drivef technological change and innovation in the search for
measures and policies to mitigate or help adjust to its effects. Sustainable development and the
integration of environmental protection into economic and social development objectives are
among themost challenging issues on the national and international policy agenda. The level
and structure of employment and skill needs worldwide will be affected both by the direct
impact of global warming (particularly in agriculture, fishing, tourism and mirangl) by the

policies adopted at the local, national and international levels to reduce carbon emissions. The
meaning of green works has become symbol of a more sustainable economy and society. Jobs
in all economic sectors are could be greener, but sixrsebtive particular salience in this
respect: energy supply, especially of renewable energy; construction; transportation; basic
industry; agriculture; and forestry. Millions of green occupations already exist worldwide. The
report launching the Green Jdibdiative counted at least 2.3 million in the renewable energy
sector alone in just six of the G20 countries. The same report estimated that measures to reduce
energy consumption and CO2 emissions in the residential building sector could generate 3.5
million new jobs by 2050. Alarmingly, the lack of relevant skills may turn out to be a bottleneck
in the Agreeningo of economies. There i s an
skills required across a broad range of jobs so that economidmttabecome greener and
realize the potential growth in employment the process offers. Lessons from previous
experiences of transition suggest that the transition to cleaner energy requires proactive steps
to facilitate the adjustment of labor marketsthotm maximize opportunities for new jobs and

to address the problems associated with potential job losses. Skills development will play a

prominent role in both aspects of this endeec
gapo al r eeteeyavalable wdrkers dnd the needs of green industries. A 2007 survey
of Germanyods renewable energy industry <conc

shortage of qualified employees, especially in knowladggnsive occupations. The
Confederatiorof British Industry has likewise expressed concern that sectors going green are
struggling to find technical specialists, including designers, engineers and electricians. In the
United States, the National Renewable Energy Laboratory has identifiedtagehof skills

and training as a leading barrier to eneeffycient growth. In Brazil, largéiofuell refineries

are constrained in their development by a shortage of highly skilled personnel.

Table following on the next page
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Change Type of skills required
skill profile
Recycling I | New skills | Rapid technological changes in this area are likely to create a growing
waste treatment | created need for new skills.
and recovery
Construction Stronger green | Same generic skills of those already in the building sector but job will
element of | reqguire “add-on” in terms of e.g. renewable energy knowledge,
existing jobs installation, and diagnostic techniques. Industry may experience
increased demand in higher-skilled employees but some jobs created as
a result of Energy Performance in Buildings Directive likely to be low
skilled. Recent documentation has pointed out that IT-literate artisans will
be required in the long-term.
Bio-based New skills | Modern biotechnology likely to require highly-skilled employees with
products created ! | intensive knowledge although still unclear as to whether the skills they
Stronger green | need are “new” or add on to existing skills.
element of
existing jobs
Energy MNew skills | Legislation such as the European Building Performance Energy Directive
efficiency created ! | will create a strong demand for energy assessors (creation of new skills).
Stronger green | Increased energy legislation and building regulation at national and
element of | international level will mean that the building industry will be much more
existing jobs closely regulated. Processes will be managed to avoid the exorbitant
fines that will be levied for energy and environment violations. This shift
will be supported by the emergence of multidisciplinary practitioners who
belong to a single, integrated professional body. These high-calibre
professionals will occupy well-paid positions with roles that extend from
building design to the provision of through-life services
Green Stronger green | Legislation on fuel economy standards will create demand for natural gas
Transport element of | vehicles (NGV), liquid petroleum gas (LPG), biofuels and diesel / electric
existing jobs hybrid vehicle, for which updated skills and knowledge will be necessary.
Renewable New skills | More systems-based approach required where skills related to
energy required { | understanding and applying specifications within the supply chain. Higher
created / and | level and multi-disciplinary skills will be necessary. Specifically,
up-skilling knowledge of renewable energy, energy efficiency, sustainable
construction techniques, legislation, resource management. |
Table 1 European Comnsis on AEmMmpl oyment in Europe, 20090

J.G., 13th European Conference on Knowledge Management, Cartagena, Spain, 2012)

7TATHREE LEVELSO APPROACH
This model, developed by the National Research Centre of Alcohol and Other Drugs, clusters
inter-related strategies at three levels of activity:

- systems,

- organizational, and
- team or individual.
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Business T Y Workforce
Strategy Implications

Evaluation/ Workforce
Metrics Analysis

Workforce
Strategies

Workforce Planning Model

Figure 1: Workforce Planning Model (Final Report of the World Conference on Education
for All: Meeting Basic Learning Needs, Jomtien, Thailar8,March 1990 (New York, Inter
Agency Commission (UNDP, UNESCO, UNICEF, World Bank) for the World Conference on

Education for All, 1990)

To create a workforce plan begin by identifying the current state of the organization, define
any gaps that exist an@trmine drivers that will impact your future plans. Successful
utilities have followed the path described below.

Create a core task force or committee comprised of a small number of cross functional team
members.

Develop and conduct an assessmenteoridt i f y the utilityds needs.
developed in the form of a questionnaire and can be administered via pencil and paper or by
using online survey software. Once the survey is complete, follow upreaee interviews

should be conducted clarify as needed. Assessment questions should focus on:

- ldentifying critical positions that accomplish the core business of the organization
- Defining current workforce demographics and retirement projections

- Determining skills and competenciesttiall be needed in the future

- Learning what training and knowledge resources are currently available

- ldentifying existing recruiting, selection and on boarding practices

Create a workforce plan that identifies actions to fill the components of ttkéoncw pipeline,
from recruiting to fulfill ment to retention
direction.
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The structure of organization will partly determine how the process of workforce planning,
including consultation and data retrievathould be progressed.

The main tasks of workforce planning are:
developing an understanding of the internal and external environment and how those factors

will affect current and future workforce

understanding the makeup of current workforce and tlsvlaudge, skills and competencies
are required to achieve intended business goals in the current and changing environment
linking human resources strategies with business objectives

thinking about future service pressures and needs, and putting in @Hoe dtrategies to
address these.

8. ENGAGEMENT STRATEGIES

Employees who believe that their work is important and that they can make a difference have
much more positive perceptions about their work and their work environment. They find their
responsildities and work meaningful. Previous studies have demonstrated the positive impact
of meaningfulness on employee engagement (Cohen 2008, Kahn 1990, May et al 2004). Having
a meaningful job is the most important factor influencing levels of engagemenis Triis for

all types of worker in all kinds of jobs. Employees who are able to relate their tasks to a broader
context and feel that they can make a difference have higher levels of motivation and are more
likely to be engaged. The nature of the orgammamight facilitate this process and help
employees find their jobs meaningful. Traditionally, individuals working for public sector
organizations find greater meaning in their jobs, compared with their counterparts in the private
sector. Moreover, meamgfulness is largely attached to the type of work individuals are asked

to carry out in an organization. Managers are essential in helping individuals find meaning in
their work. One way to facilitate this is through regular communication about the @ganizo n 6 s
vision and future objectives. Creating a common framework helps employees to see a bigger
picture in their daily work. Moreover, managers play a crucial role in designing jobs in such a
way that individuals are enabled to experience positive fgelouring their work. Job
enrichment with environmental safety concern is just one of the effective techniques that enable
organizations to create meaningful jobs, even for more routine tasks. However, independently
from the type of work, it is importanbtmatch people to their jobs according to their
qualifications and skill "levels to raise their level of engagement.

Engagement levels are affected by the working environment. Where employees can see that
they have support from others to help them dar fjodi, there is a sense of teamwork and they

can safely express themselves, then engagement will be higher. This is one area where HR
professionals can play an important role helping line managers design jobs effectively, and
develop selection processeattmatch individual skills to jobs.

Line managers act as the interface between the organization and the employee, and can do much
to impact on engagement. Another key HR role is therefore to pay close attention to the
selection, development and performanmanagement of line managers to ensure they
maximize their potential to be engaged.

A diverse workforce is a reflection of a changing world and marketplace. Diverse work teams
bring high value to organizations. Respecting individual differences wilffib&me workplace
by creating a competitive edge and increasing work productivity. Diversity management
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benefits associates by creating a fair and safe environment where everyone has access to
opportunities and challenges. Management tools in a diverdeform should be used to
educate everyone about diversity and its issues, including laws and regulations. Most
workplaces are made up of diverse cultures, so organizations need to learn how to adapt to be
successful. Most reviewed associations have uradetisty of the principles of sustainable
development, but implementations approached in many different ways. Integration across all
business areas such as development, asset management, and housing/community services, and
tackling each aspect of sustainébi(social, environmental, economic, organizational) appears
incomplete, and translating broad commitments to action appears less well balanced. Training,
development and learning plans should include programs, workshops and sessions to enable
employeesd develop and acquire knowledge in environment management, green skills and
attitude. Job rotation in green assignments should become an essential part of career
development plans of talented green managers of the future. Training contents should be
develged to increase employee competencies and knowledge in environment management.
Extensive use should be made of online and-ba®ed training modules and interactive media

as training tools for not only for environment management training but for otherofuadc

areas as well. Environmemelated aspects of safety, energy efficiency, waste management and
recycling can become the focal points of green training.

9. CONCLUSION

Environmental management and sustainability is a multidisciplinary field whiarsdéscon

finding solutions to the world's most pressing environmental problems. Focus -avoriehl
problem solving and the development of applied solutions to environmental issues at local,
national and international levels. In a green economy, growthcdome and employment
should be driven by public and private sector investments that reduce carbon emissions and
pollution, enhance energy and resource efficiency, and prevent the loss of biodiversity and
ecosystem services. The energy, agriculture, tourmanufacturing, forestry, fishery, and
water management sectors and sub sectors all provide viable opportunities for diversification
with green economic potential. Specific areas targeted under an industrial diversification policy
will be developed and gported. These include: knowledgased industries; cultural and
entertainment industries; ethnic products; food processing; the maritime industry; services
industries; biotechnology; information technology (IT); higlbh manufacturing;
pharmaceuticals;obd production and processing; alternative energy and third and fourth
generation renewable energy industries. A diverse workforce is a reflection of a changing world
and marketplace. Diverse work teams bring high value to organizations. Respectingiaidivid
differences will benefit the workplace by creating a competitive edge and increasing work
productivity. Diversity management benefits associates by creating a fair and safe environment
where everyone has access to opportunities and challenges. Managmoie in a diverse
workforce should be used to educate everyone about diversity and its issues, including laws and
regulations. Most workplaces are made up of diverse cultures, so organizations need to learn
how to adapt to be successful. Most reviewssbciations have understanding of the principles

of sustainable development, but implementations approached in many different ways.
Integration across all business areas such as development, asset management, and
housing/community services, and tackliraglke aspect of sustainability (social, environmental,
economic, organizational) appears incomplete, and translating broad commitments to action
appears less well balanced. Training, development and learning plans should include programs,
workshops and sessis to enable employees to develop and acquire knowledge in environment
management, green skills and attitude. Job rotation in green assignments should become an
essential part of career development plans of talented green managers of the future. Training
contents should be developed to increase employee competencies and knowledge in
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environment management. Extensive use should be made of online aiimhseebtraining
modules and interactive media as training tools for not only for environment management
training but for other functional areas as well. Environmeglated aspects of safety, energy
efficiency, waste management and recycling can become the focal points of green training.
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ABSTRACT
By the beginning of Z0century oil became a more important and essential power factor for
industrial and commercial heating sector, as well as for transportation sphere. Qiyias
the greatest value of traded primary commodities, making it of interest to exporters and
importers a likelt is a key primary energy source and it is often argued that no other fuel can
compete for many of its uses in terms of price and conveni@dsce special commodity, the
formation of oil price should also accord with the basic laws, but because of the particularity
of oil resource, in the analysis of international oil price, except considering supply and demand
this basic factor, there are mgamther invisible factors need to be considered. The price of oil
at an annual average basis has experienced enormous movements in the past. Rexfearches
different cases have shown that Hagiability of the price of oihas significant consequences
related to the economic activity and economic grov@the rule is singled oubil booms will
always improve nationals' welfare, as long as they do not adversely affect the government
budget.For this reason, control of government expenditure during the isereaoil prices is
crucial, and important for future research
Keywords:oil, oil price, export, import and international market

1.INTRODUCTION

Crude oil is a naturally occurring substance which is found in widely differing amounts in
various countrieshroughout the world. Oil has by far the greatest value of traded primary
commodities, making it of interest to exporters and importers Bicon (1991) Oil is not

used directly for any important purpose, rather it is refined and split into different products
which areeither used directly for final consumption or are in turn further processed. Different
crude oils yield different proportions of these refined products, and since the value is related to
the end uses, those crude oils yielding higher proportions of valbgdproducts (petroleum

motor spirit, diesel fuels, jet fuels, petroleum gas etc) will tend to sell at a premium relative to
other crude oils. According taIA (2011) heavy crudes tend to sell at a discount because of
the negative effects on the efficiency of refining process.

A given crude oil price determined orparticular day varies by location and date of delivery.
Since crude oil is expensive to transport (long distance trade has to take place since most of the
major consumers produce little or no crude oil), the price at the point of production and at the
point of import are quite differeniNakamura (2008)in a study of oil refining and markets,
shows thathe margin for transport cost, insurance and handling cost can be substantial as long
hauls may take several weeks and holding large inventories can be very expensive. Therefore,
firms facing uncertain future d& tpayapricef t en
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determined now for delivery | ater (e.g in on
from the price for immediate delivery (spot) in the same market. However, over lengthy periods
(using quarterly or annual average prices)mwle term structure of prices tends to move

closely together.

Conventionally oil prices are quoted in US dollars per barrel whatever the point of delivery.
According to Fattouh (2007) the oil pricing regime is based on formula pricing, in which the

price of certain crude is setaslifferential to a certain reference price. He outlined three crudes

that have tended to be the reference points, which are explained below.

Arab Light ( AP 340) : Thi s S crude produced i
producer/exporter of crude oiGhanwar, is the primary producing eld for Arab Light Crude
and according t&lA (2011) Ghanwar i s the worl dds | argest

remaining reserve of over 70 billion barrels. Since Saudi Arabia is a dominant producer, the
price of this crude was seen as a key variable in the pricing strategg Gfrganization of

Petroleum Exporting Countries (OPEC) 9 and a representative of Middkern production.

According toFattouh (2011)Arab Light prices have tended to be replaced by those of the
similar Dubai Light (API 32 0 ) since the e
Middle-Eastern production. In June 2005, the new OPEC referenket lveess introduced. It is

currently made up of the following: Saharan Blend (Algeria), Girassol (Angola), Oriente
(Ecuador), Iran Heavy (Islamic Republic of Iran), Basra Light (Iraq), Kuwait Export (Kuwait),
EsSider (Libya), Bonny Light (Nigeria), Qatar &fine (Qatar), Arab Light (Saudi Arabia),

Murban (UAE) and Merey (Venezuela).

Brent Crude (API 38 0): Brent crude is sourced from the North Sea. It is used to priee two
thirds of the worl dds internati oPRlatts (2912)t r ad e c
the current APl gravity for Brent crude is e
0.45%, hence it is classified as sweet crude.idaness of the North Sea to major refining
industries and large market of North West Europe, has given this crude a central role over the
past two decades.

West Texas Intermediate(API 40 0): This crude commonly referred to as WTI, serves as the
referene point for the US market. WTI is light crude, lighter than Brent crude. According to

Platts (2012)WTI contains about 0.3% suppliers and is rated as smad¢. WTI is expected

to command a higher price than Brent crutt®@wever, starting from late 2010, WTI began to

sell at a discount due to rapid increases in crude oil production from tight oil formation. 11 It is
further reported that Brent has becomere representative in the marginal cost of crude oll

which led to the EIA in July 2012 to begin to publish Brent crude spot price forecast as against

the WTI it normally used.

Fattouh (2007pargued that the oil market has undergone structural-tfamaation that has

placed oil price on a new high path, which is due to the emergence of new large consumers
(such as China and India) and the geopolitical uncertainties in the Middle Easte, the
reaction of the oil market is generally in response to market fundamentals of supply and
demandAs we saypil has by far the greatest value of traded primary commodities, making it

of interest to exporters and importers alBBacon (1991)It is a key primary energy source and

it is often argued that no other fuel can compete for many of its uses in tepriseoéind
convenience. The price of oil even at an annual average basis has experienced enormous
movements in the past.
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2. HISTORICAL OVERVIEW OF THE FKUCTUATION OF OIL PRICES ON THE
INTERNATIONAL MARKET

As it is known from the history of oil producticand extraction, the first successfully realized

oil extraction process was done by Edwin Drake in Pennsylvania in 1859. Oil price

shocks According taChuku (2012), noi l price shocks are une
changes in global oil prices, caused by exogenous factors, which are likely to impact on
endogenously determined e ¢ 0 n 0 miHamiltom £01R)a b | e s ¢

since then oil has started to be one of the most dominant energy resources in the world. It can
be easily noticed that oil price has never bagimigh as when it was extracted and produced
first time, of course compared to the nowadays value of US dollar. In his another paper
Hamilton (2011)shaws that, however, as time passed and demand was never staying at the
same levels, oil prices showed changes as well. For instance, after the period bB3G8&ES

Civil War oil prices and demand for oil fell essentially. By the beginning &fchtury he

role of oil in an economy changed slightly. Compared to the 19th century oil became a more
important and essential power factor for industrial and commercial heating sector, as well
as for transportation sphere.

Crude oil prices behave mue@s any other commodity with wide price swings in times of
shortage or oversupply. In normal terms, oil prices ranged between $1.71 and $2.00 from 1950
through to the end of 1960s. When viewed in real terms (2011 dollar), the price of crude oil
fluctuatedbetween $11 and $14 during the period (BP 2011). As a whole, the price of oil was
relatively stable during this period.

OPEC was established in 1960 with five founding members Iran, Iraq, Saudi Arabia, Kuwait
and Venezuela. By the end of 1971, six otherams joined the group: Qatar, Nigeria, United
Arab Emirates, Algeria, Indonesia and Libya. From the formation of OPEC through to 1972,
the price of oil experienced steady decline. However, a little over two years later, OPEC through
the unintended consegnce of war asserted its power to influence prices. According to
Seymour (198Q)the significant oil price increases of the 1970s convinced many observers that
OPEC had become a cartel that its founders envisioned. In general, Oil price shocks are not a
new phenomenon. it has been a dominant feature in the oil market during the last three
decades(Baumeister and Peersman 200%he main shocks havedwillustrated in

Figurel and reviewed in as following:

Figure following on the next page
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Figure 1 Crude Oil Price Fluctuation (197Q011)

Source: http://www.wtrg.corprices.htm

3. FACTORS INFLUENCING THE FLUCTUATIO N OF INTERNATIONAL OIL

PRICE

In accordance with the economic basic theory, price level of some commodity refers to the
continuous adjustment result between the effective supply quantity and the effective demand
guantity of this commodity in the market. As special commodity, the formation of oil
price should also accord with the basic laws, but because of the particularity of oil resource,
in the analysis of international oil price, except considering supply and demand this
basc factor, there are many other invisible factors need to be considered.

Throughout the several big shocks of international oil price in the history, we can always
see the existence @balance between supply and demand the oil market, therefore,

the relation between the oil supply and demand in the international oil market is considered
as the most direct and most obvious factor that affect the international oil price, and
normally, imbalance of supply artkemand would easily become the powerhouse of big
fluctuation of international oil pricéBaumeister and Peersman 2009; Giraud 1995)

From the demand perspective, piices are linked, like those of other commodities, to the
level of economic activity in the induiglized countries. Demand, both from consumers and
the industrial sector, increases with economic and population growth, and slow down when
economic growth rates decline. The demand for oil is also affected by factors such as the
exchange rate, dependiog the country being a net importer or exporter of crude oil, and the
rate of industrialization in developing countries.

Oil importing countries, such as the US, will increase their oil demand as a result of economic
growth. In oil exporting countriesig likely that an expansion in the oil sector has led to growth

in GDP, as has been the case for countries like Russia and Saudi Arabia. In these countries,

26











































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































