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ABSTRACT 

Co-creation of experience has become an effective alternative to which tourism operators are 

increasingly turning. The main objective of this paper is to analyze in depth the components of 

a suitable environment that act as basis of various interactions that allow the co-creation of 

experience. This environment is nothing but a real environment that holds a physical and social 

surrounding, and a virtual environment that encompasses all the opportunities offered by the 

ICTs and promotes co-creation. 

Keywords: Co-creation, Physical surrounding, Social surrounding, Tourism experience, 

Virtual setting 

 

1. INTRODUCTION  

Involving the customer in the creation of value is not a new idea and no longer a simple trend. 

Branded under óco-creation', this neologism has capsized the marketing vulgate which has gone 

from a marketing that conceives and realizes for the customer, to an Interactive Marketing that 

conceives and realizes with the customer. The market with, takes precedence over the market 

to (Ezan and Cova, 2008). However, tourism research continues to place tourists "at the end of 

the chain", locating them in a responsive role in a tourism experience produced and defined by 

the provider (s) (Li X. and Petrick J.F. 2008). Otherwise, Binkhorst E. and Den Dekker T (2009) 

point out that it is very interesting to apply the concept of co-creation of experience in the 

tourism phenomenon since this sector is considered as an important generator of experiences. 

Furthermore, Lichrou et al. (2008) argue that the new tourism perspective requires on the part 

of tourist destinations an understanding of the intangible, the process of experiences, dreams 

and fantasies of tourists, encounters between people, interaction between hosts, visitors and 

other tourists. In other words, it is important to place the tourist at the heart of the process. But 

in order to enable and facilitate the exchange of resources, actors must interact (Grönroos, 

2008).  To allow these interactions, the need to create a suitable and auspicious environment is 

crucial. In this perspective, Grissemann and Stokburger-Sauer (2012) have hav emphasized the 

need for managers to rethink their strategies and build an environment that promotes co-

creation. The aim of this paper is to show the important role of the environment as a support 

for interactions that promote co-creation of experience. An enabling environment, that can help 

tourists to have access to the experience. Our research thus proposes to answer the following 

questions: what is the role of the environment in the co-creation of tourism experience? And 

how can we create an environment that promotes this co-creation? To answer these questions 

and through a review of literature and examples, we will analyze the underlying dimensions of 

the experience environment and its components. First, we will come back to the notion of co-

creation in an experiential perspective by highlighting the specificity of the tourism. Second, 

we will detail the experience environmentôs facets by focusing on the physical, social and 

virtual aspects of this environment. 
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2. FROM THE CO-CREATION OF VALUE TO CO -CREATION OF EXPERIENCE  

Prahalad and Ramaswamy (2004) were the first to attempt to conceptualise the notion of value 

co-creation by describing it as an initiative through which suppliers and customers jointly create 

value. They suggest that the client should be viewed more as a competent agent, co-creator of 

value. Later, Payne and al (2008) propose to define co-creation of value as an interactive 

process involving at least two actors who want to integrate resources and who are involved in 

one or more specific forms of mutually beneficial collaboration, leading to a creation of value 

for these actors. A collaboration that will definitely generate superior value. During the value 

co-creation process, each of the actors plays both roles in turn, the value is thus reciprocally 

created (Lusch and Vargo, 2011; Truong et al., 2012).  This new approach draws its origins 

from the logic of service dominance (SD Logic). Its founders Vargo and Lusch (2004) advocate 

that the time has come to change logic, to put service at the centre of our reflections and rethink 

markets in terms of exchanges of knowledge and specialized skills. The service represents "the 

general case, the common denominator of trade; service is what is always exchanged "(Vargo 

and Lusch, 2006, 43). The S.D.L paradigm places the consumer and the company on an equal 

way in the process of co-creation of value (Vargo and Lusch, 2008a). The actors commit their 

own resources. Wherefore, service providers should adopt an inclusive service, fostering 

interaction and participation between the two parties (Grönroos, 2011). Among the major 

contributions of the S.D.L, is to emphasize the experiential nature of the value (Vargo and 

Lusch, 2008). And this is how value shift to experience, especially with the development of the 

experiential marketing. Value is related to the experience (Holbrook, 1999). Furthermore, 

consumers do not buy products or services but rather experiences. In this sense, Prahalad and 

Ramaswamy (2004) argue that value and its creative process are thus shifting from a product-

centered vision to a vision based on more personalized experiences. Addis and Holbrook (2001) 

insist that the company must consider the client as a true interlocutor and partner, by involving 

him closely in the process of producing experience. The co-creation of experience can then be 

assimilated to an interactive process that allows the client to create his own experience. This 

concept is based largely on the idea of the customer as a creator of value; he interacts with the 

organization to "co-create" value (Prebensen, Vittersø, & Dahl, 2013). Indeed, the notion of 

experience has largely dominated the literature in Marketing, and has become an essential 

component in the life of the contemporary consumer and is considered as a key element for the 

understanding of its behavior (Carù and Cova, 2006a). Pine and Gilmore, pioneers of 

experiential, sees experience as a new category of offer that adds to the amenities, products and 

services. For them, an individual who buys an experience pays to enjoy memorable events that 

a company puts on stage to engage him personally at an emotional, physical, intellectual and / 

or spiritual level. In this sense, the company is driven to produce, not products or services, but 

customer solutions through memorable experiences (Ford and Bowen 2008). Carù Cova (2006), 

on the other hand, asserts that the company does not offer experiences, but rather products and 

experiential contexts that the consumer will mobilize in his own way to co-produce his 

experience. In this regard, they consider the experience as a subjective episode experienced by 

the customer in interaction with the company's offer. Service experience is the subjective 

response or interpretation of an actor of a service element, emerging during the buying and / or 

using process, or through imagination or memorization (Jaakkola , Helkkula, Aarikka, 2015) 

According to Filser and Roederer (2015), experiences are considered to be driven by the 

consumer and the company, or co-created, co-constructed, and co-produced. However, while 

contemporary marketing has seen a surge in research about experience whether in services or 

tourism, empirical research on this subject remains very limited (Grissemann and Stokburger-

Sauer, 2012), while tourism practices become real experiences charged with psychological, 

social, spiritual and symbolic functions (Badot and Lemoine, 2014). The tourism experience is 

seen as "an individual perception generated in a context of interactions and integration of 
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resources" (Bjork and Sfandla, 2009). Based on this observation, companies are led to create a 

suitable environment that allows interactions and integration of resources. Indeed, creating a 

unique experience for the tourist is tantamount to involving the tourist and encouraging his 

participation in the construction of the offer (Shaw et al., 2011). But this involvement must be 

supported via a platform that facilitates this participation. Thus, companies should create a 

fitting environment to the creation of experiences, in which consumers can actively dialogue 

and co-construct personalized experiences (ValenciaGarcía, 2012). The value resulting from 

the tourism experience is related to the quality of the environment proposed by the company. 

It is therefore necessary to delimit the concept of the environment before returning to its 

importance in the process of experiences co-creation. 

 

3. THEORETICAL FRAMEWORK OF THE EXPERIENCE ENVIRONEMENT  

The continuous improvement by distributors of the environment at their points of sale is seen 

as a source of differentiation and valorisation of their offers (Filser, 2001). researches has shown 

that consumers spend more time at points of sale where sensory stimulation is stronger, feel 

more emotional and develop more interaction with sales force. Those Interactions will 

undoubtedly exhort the co-creation of experience. As a result, we have witnessed the emergence 

of a vast literature dedicated to the notion of the service environment. A review of this literature 

allowed us to distinguish several definitions of the consumption/ experience environment. 

Kotler (1973) was the first to point out that the place, and more specifically the atmosphere, has 

more influence than the product itself on the purchase decision. He defined the point-of-sale 

environment as "the efforts to design a buying environment capable of producing specific 

emotional effects among buyers that can increase their purchase probability." Kotler thus puts 

into phase the impact of the atmosphere on the affective and behavioural reactions of the 

consumer. The atmosphere is the result of interactions between the environmentôs elements 

(Temessek Bebi, 2009). Rieunier (2000) suggests a more holistic definition: the atmosphere of 

the point of sale refers to the entire storeôs setting that can be controlled in order to influence 

the affective, cognitive, physiological and / or behavioural reactions of the occupants. Indeed, 

clients seek to immerse themselves in such an experience in a staged setting rather than simply 

encountering finished products (Firat, Dholakia, and Venkatesh, 1995; Carù and Cova (2006)). 

This is the Atmosphere that will obviously attract them. The concept of the environment was 

also approached from the notion of "servicescape", invented by Bitner 1992, which defines this 

notion as "the decoration in which the service is provided; where the company and its customer 

interact with all the tangible products that make service performance and communication easier. 

These "servicescapes" are designed and built for customer comfort. Clients receive messages 

about services from the atmosphere, design, and elements that make up the social environment 

(J. Baker, 1987). In marketing literature, several studies have put forward the tangible aspect of 

the environment. Thus, Lovelock (1999) considers that the service environment is the first 

tangible sign that customers receive on the service as an interface between the customer and the 

service company. "Precisely, because services are intangible acts, customers look for quality 

service indices before, especially for services highly influenced by prejudice (the automotive 

service, financial services, medicine ...) ". 

Other work has discussed the notion of intangibility of the environment, focusing on the concept 

of relativity and subjectivity by considering the point-of-sale environment as a "personal 

construct" where the consumer is a "Co-author" (Aubert-Gamet, Cova, 1999). 

This statement highlights the role of the environment not only as a physical setting but also as 

a place for social exchange and interaction. Recent studies have emphasized that the place 

seems to be highly attractive by its ambience, its style and its capacity to provoke wonder and 

change of scenery (Badot and Lemoine, 2014). 
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4. TOWARDS THE IDENTIFICATION OF THE EXPERIENCE ENVIRONMENT 

COMPONENTS 

As we have already mentioned, the service environment combines a set of physical (tangible) 

elements such as the decor and the supplies used and non-physical (intangible) elements such 

as comfort, perfume and ambient temperature. Baker (1986) breaks down the environment of a 

sales outlet into three categories: 

¶ Environmental factors: these are factors of a physical nature. It is the intangible elements 

of the environment that influence the senses of individuals in an unconscious or conscious 

way (Bitner, 1990). These include smells, music, temperature, lighting and cleanliness. 

¶ Design factors: these are more apparent (internal and external) stimuli and more tangible 

than the environmental factors. They can be aesthetic, such as architecture, color, materials, 

and decoration, or functional such as comfort, signage and layout. 

¶ Social factors: they refer to the human dimension of space. They consist of employees and 

clients, including their number, appearance and behaviour that may affect the perception 

and behaviour of people. The first two factors refer to the physical environment of a store, 

as defined by Belk (1975). Social factors constitute the social environment. 

Following this typology, Marketing researchers now divide the environment into two main 

blocks: the physical environment and the social environment. With regard to the first, it includes 

all elements based essentially on the senses. Touch, sound, tasting, olfactory and visual 

elements, while the second groups the appearance, style, number and attitude of the staff and 

even the customers. In another approach, Pine and Gilmore (1999) defined the experience 

setting as a physical and / or virtual environment in which entertainment is important, but where 

educational, escapist, aesthetic and design aspects also play a role. Prahalad and Ramaswamy 

(2004) talk about an experience environment as a space that enables dialogue, access, 

transparency and sharing of risks and benefits. These interactions take place via an engagement 

platform, which may be both off-line and online (Ramaswamy and Gouillart, 2010). Boswijk, 

Thijssen and Peelen (2005) have stressed also the need to create a virtual space to promote 

meaningful experiences as long as the internet offers the possibility that everyone 

communicates with everyone. From the analysis of the theoretical foundations in terms of the 

experience environment from a co-creation perspective, we can advocate that this environment 

is split into two large blocks. The first is a real environment that encompasses both the physical 

and social environment, while the second constitutes a virtual environment. To better 

understand the importance of the real and virtual environment in the co-creation of experiences, 

we will detail the role and dimensions of each in this process in what follows. 

 

5. CO-CREATION OF EXPERIENCE VIA  THE PHYSICAL ENVIRONMENT  

The physical environment holds both atmospheric factors and design factors. It reflects a 

palpable image of the service provider (Zeithmal and Bitner, 1996 and Shostack, 1977) and is 

considered as one of the nine main factors for building the company's image (Lindquist, 

1974).Daucé (2000) showed the influence of a specific atmosphere factor, the scents diffused 

within a store, on the emotional states of the consumers. Mehrabian and J.-A., Russel (1974) 

consider that for a person entering a service location or store, the characteristics of the context, 

and music, are as important as more classical characteristics such as competence of the sellers, 

prices, and productôs availability. Likewise, Sibéril (1994) has demonstrated a significant 

influence of the music broadcast on a commercial surface on the emotional states of the barges. 

Indeed, the rhythm and the style of the ambient music act on the emotional states of the 

customers. In addition to music and scents, other researchers have demonstrated the strong 

influence of colours on customersô feelings of, (Lovelock & Wirtz, 2011). Sweet (2007) 

specifically states that architecture and interior design shape the museum's consumer 

experiences. In this sense, he argues that flexible internal spaces encourage audience 



21st International Scientific Conference on Economic and Social Development 
Belgrade, Serbia, 18-19 May 2017 

 

5 
 

connections and engender new forms of engagement. In this sense, Filser (2002) considers 

decor, as a pillar of experience production. This craze for the physical environment and all kinds 

of its components is due to several factors. One of these factors is the use of its attributes, as 

cognitive shortcuts, to categorize or make inferences about the quality of products and services 

(Bitner, 1992, Zeithaml and Bitner, 1996). As a result, customers pay particular attention to 

physical elements such as design, décor and even symbols to assess different attributes and 

judge the quality of the offer. The work of Llosa (1996) also showed the influence of elements 

of the physical environment on customer assessment, in banking and catering. Sacred places 

and historical monuments are a glaring example of the strong impact that the physical 

environment can have on tourists and visitors, thanks to their ancestral architecture and atypical 

design. In the retail world, advanced techniques are used to influence the senses and, along with 

them, the buying behaviour of the public. A trend is to place new retail concepts in historic 

buildings (Boswijk, Thijssen, Peelen.2005). These authors have cited several examples, such 

as the Apple Store on Regent Street in London, the Nike Town on the Oxford Circus in London, 

and the Prada stores in New York, dominated by design, architecture, fashion and the space 

experience. So, it is incontestable that a soothing and enchanting architecture and ambiance of 

a service place, a captivating smell, as well as an attractive music, can only give rise to positive 

emotions and strong interactions that allow memorable experiences. On the other hand, 

contemporary marketing has largely emphasized the importance of staging experiences places. 

In this sense, Cova and Carù (2006) asserts that "the methods practiced by companies to co-

produce experiences with the consumer have one thing in common: the theatricalization and 

the staging of both the consumer and the companyôs offer by an important work on the 

decoration, that is to say the design of the environment and the atmosphere of the store'.As 

highlighted by Hetzel (2002), the point of sale is a way of breaking with the monotony and the 

annoyance of everyday life by transporting consumers to an elsewhere, or a 'hyper-real' as 

indicated by Graillot (2004). It is necessary to make available to its customers spaces with high 

level of emotional and hedonistic stimulation (Badot and Lemoine, 2015).In this perspective, 

Pine and Gilmore (1999) asserts that to produce experiences, firms have to transform 

themselves into stage directors. Finally, the design of the physical environment is considered 

as a key to the success of an approach that aims to co-create tourism experience. 

 

6. THE SOCIAL ENVIRONEMENT AS A DETERMINANT OF CO -CREATION OF 

EXPERIENCE 

As mentioned earlier, the social environment refers to the human aspect of space. It includes 

both the relationship between the client and the contact personnel and the relationship between 

the client and the other clients. The role of contact personnel is very important in a service 

relationship, as shown by several marketing research, including the influence of contact 

personnel on client judgment (Baker, Bitner and al. Et al., 1999). The service is intangible; 

people represents the organization and "materializes the service in the eyes of customers" 

(Eiglier & Langeard, 1975). Moreover, it reflects the image of the company and has a strong 

impact on customer satisfaction and retention, particularly in the current context where the link 

is more important than the good (Badot and Cova, 2003). For this reason, we will focus more 

on the impact of contact personnel on the co-creation of the experience. Besides the physical 

setting, a tourist service implies a close proximity with the customers. This physical and 

psychological proximity between the front office staff in a hotel for example, and its clients 

encourages interactions and interpersonal exchanges which in turn, create a conducive climate 

to experience co-creation. On the other hand, the concept of co-creation is based on the 

involvement of the client in the process of creating value. In other words, the company delegates 

to the customer the execution of a part of his value chain. So, the client is considered as a 

collaborator or a part-time employee (Mills and Morrison, 1986). Thatôs why socialization is 
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crucial to ensure the expected execution of the tasks entrusted to the client, and therefore the 

co-creation. The concept of client socialization is defined by Goudarzi (2005) as "the required 

learning by the client's participation in the production process of the service". Thus, according 

to Payne et al (2008), mutual learning in open dialogue is a fundamental element of co-creation. 

Moreover, this socialization of the customer is mainly achieved by the ticket of the staff in 

contact who has the mission to guide, accompany and clarify what the tourist has to do and how 

he will proceed in order to ensure the smooth running of his process of co- Creation of 

experience. Finally, if the staging and the theatricalization of the places of experiments prove 

inevitable, it is up to the staff that has to play the role of the actors in order to realize this staged 

framework. 

 

7. THE VIRTUAL ENVIRO NMENT IN A CO -CREATION OF EXPERIENCE 

PERSPECTIVE 

The importance of the virtual environment as well as the physical environment has increased 

considerably (Boswijk, Thijssen, Peelen, 2005). The virtual environment encompasses all 

online opportunities and spaces offered by ICTs that allow actors to interact, exchange or share 

content.Further, new online technologies are popular for their ability to facilitate 

communication and content exchange between users (Bell and Loane, 2010, Kaplan and 

Haenlein, 2010, Sawhney et al., 2005, Sharma and Sheth, 2004).Following the advent of 

Internet technologies, consumers today are well-informed, often connected, networked, and 

active. On the Internet, the ubiquitous connectivity of virtual consumer communities has given 

them increased power, especially thanks to the array of options that allow them to interact and 

further influence the value creation system. These communities range from simple on-line 

discussion groups to more sophisticated prototyping centres (Nambisan, 2008). Divard (2010) 

affirms that it is through the "web 2.0" ticket that the notion of co-creation of value takes force 

in the current management. Tim O'Reilly (2004) defined Web2.0 as "a technological revolution 

that allows a set of new practices on the Internet". We owe the introduction of Web2.0 and also, 

"collaborative Platform» and "Social Media" in our vocabulary to this author. On the other 

hand, the extent of value co-creation concerns the propensity of the company to collaborate 

with the actors at all levels of the co-creation process (Hoyer et al., 2010). The various interfaces 

of the virtual setting that promote co-creation can involve consumers at every level of value 

creation: innovation, design, production, promotion, place and sales. Other platforms aim to 

focus the co-creation activity at a particular stage of the process (Ramaswamy and Gouillart, 

2010). Indeed, the company determines according its needs, the level of consumer involvement 

in the co-creation of experiences and value (Abidi-Barthe, 2010). To do so, companies use a set 

of practices such as ideas competitions, games, toolkits, or through brand communities, and 

manage this co-creation more often through a voting system. To illustrate this, we can take the 

example of Starbucks franchise, via its MyStarbucksIdea platform. Consumers offer their ideas 

and vote for those of other users. In addition, consumers can interact, receive feedback and be 

recognized for their contributions, and this is how Starbucks offers its customers the opportunity 

to live a special experience on their platform. Another example of online co-creation is Digitas 

France and Nissan that took advantage of the technological progress by offering their customers 

a Flash experiential platform combining 3D and interactivity to present the new Nissan Juke. 

This innovative platform allows the discovery and appropriation of the Nissan Juke 5-door 

Crossover, where the user can personalize his vehicle and drive it in a real-time 3D environment 

(Appendix 1). The tourist industry has also taken benefits from the progress of smart 

technologies. The proximity towards tourists has grown thanks to the reduction of 

intermediaries, in addition to the emergence of online tour operators guides and even 

comparators of online tourist products like Tripadvisor or Trivago. Moreover, guests can book 

directly in hotels through some platforms such as booking, and even make virtual visits via their 
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website to discover the different premises, activities and services of these hotels. Indeed, we 

can take the example of Club Med which has appealed to its fans for the choice of the village 

name, its logo and design by way of the proposed activities. His fans have been solicited to co-

build the future Club Med 4 Tridents of Val Thorens. The participation was via the Facebook 

application "My Val Thorens" by giving a "like" to this page (Appendix 2). Otherwise, today's 

tourists tend not only to use the web to collect information about destinations, but also to share 

and exchange experiences through stories of experiences, photos, videos ... .. Etc. And since 

the decision of the individual is conditioned significantly by all the social media (Larceneux, 

2007, Ardelet, Brial, 2011, Belvaux, 2011), this emphasizes the importance of the web as 

Interactions support that allow co-creation of tourism experiences. In this sense, letôs take the 

case of the PIXMEAWAY platform. Based on the concept that a Picture is worth a thousand 

words, it inspires tourists and helps them plan their trip. The user selected from a set of images 

that reflect his current travel emotion, Pixmeaway calculates the user's personal profile by 

interpreting the selected images. Thereafter a special algorithm compares the profile of the user 

with all the tourist object profiles stored in the database, and then the platform recommends a 

set of tourist objects corresponding to the user's profile (Appendix 3). The virtual environment 

allows the co-creation of online experience which can be considered as a foretaste that 

encourages tourists to come to live a real experience. Whatever its scope, it is clear that the 

virtual environment remains a privileged way to co-create personalized experiences with its 

customers. 

 

8. LIMITATIONS AND FUTURE STUDIES  

The objective of this work was to try to conceptualize the co-creation of experience and provide 

a theoretical framework to the environment of experience. This proposed framework is 

conceptual and therefore requires empirical validation. Moreover, this research has focused 

only on the role of the real and virtual environment in experience co-creation and therefore does 

not cover the possible consequences of such collaboration, such as customer satisfaction, 

propensity to pay more or the intention of fidelity, or even revisit. It would also be relevant to 

aim for depth in the literature on tourism experience co-creation. And to conduct a study, about 

the impact of other variables on co-creation, in order to restore all the wealth of the built in the 

tourism field. Our research has focused on the tourism experience; it would be interesting to 

conduct the same research, on another type of service even in B to B and to detect other factors 

of the environmental sphere that influences the co-creation of experience. 

 

9. MANAGERIAL IMPLICATIONS  

Companies are constantly looking for innovative ways to deliver superior value and distinguish 

their offerings. The co-creation made it possible, they can now hope to gain a competitive 

advantage and ensure their sustainability. Delineating and understanding the role of the 

environment in co-creating the customer experience is a critical phase in developing and 

implementing marketing strategies that recognize the collaborative power of customers. Our 

work offers managers in tourism industry a clear vision on the design of a suitable environment 

that strengthens the interactions between the company and its customers. Furthermore, the 

implementation of a co-creation strategy requires strong involvement of the staff and contact 

personnel in particular and therefore the company's commitment in training programs to ensure 

the federation and the involvement of its entire staff to the company's strategy. 

 

10. CONCLUSION  

The marketing literature has highlighted the need for a shift in marketing towards a value co-

creation process that takes place through the exchange of knowledge but also skills (Prahalad 
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and Ramaswamy, 2004a, Vargo and Lusch , 2004). To enable these exchanges, it is important 

to create an auspicious environment that supports the interactions that enable such exchanges. 

Thus, the field of experiential consumption has used the recipe metaphor, where producers offer 

ingredients that consumers will adapt in their own way, to create their own recipe for life and 

happiness (Sherry, Kozinets, Borghini, 2007). These ingredients are just the attributes of the 

environment in which they co-create their own experiences. The state of the art in the field of 

experiential environment has led us to split this environment into two blocks: a real environment 

and a virtual one. The real environment refers to the physical and social environment. Thus, we 

emphasized the importance of staging the experience, particularly in tourism, in order to 

encourage the co-creation of experience since the consumer who previously bought to own, is 

now looking for significant experience and of pleasure. To do so, it would be appropriate to 

"over-stimulate the consumer's senses and imagination through a spectacular staging in a 

thematized, enclave and secure context" (Carù, et al., 2006). Furthermore, to foster memorable 

experiences that only tourist can create or conceive, the company is called upon to use the 

techniques of socialization through its staff in order to clarify what the customer has to do and 

to accompany him in his experience creation. In addition, it is crucial to take advantage of the 

advances of ICTs to create a virtual setting capable of involving clients in personalized 

experiences. It should be noted, that it is essential that all elements of the environment are 

congruent with the service offered. The design of the real or virtual experience environment is 

conceived in such a way to exhort or impede the co-creation of experiences which now becomes 

the supreme blueprint that pivots the marketing practises in the tourism industry. Finally, this 

work represents a theoretical framework that we intend to support through an empirical study 

during our next research. Once the impact is justified, our research will begin on how these 

concepts can be effectively integrated into the tourism sector. Can we say that there is a 

condition of dependence, independence and / or interdependence between different 

environments? What correlation can be established between these different environments for 

better experience co-creation? 
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Appendix 1: Nissan Juke's experiential platform 
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ABSTRACT 

Several international organizations developed new solvency requirements for insurance (and 

reinsurance) companies:  the International Actuarial Association (IAA) established the so-

called Solvency Working Party for this purpose at the request of the Solvency & Actuarial 

Issues Subcommittee of the International Association of Insurance Supervisors (IAIS);  IAA 

Insurer Solvency Assessment Working Party, formerly known as the IAA Risk-Based Capital 

Solvency Structure Working Party has  developed a standardized framework for determining 

(required) solvency capital;  The European Commission recently worked on the so-called 

Solvency 2 project, which  led  to a better risk-based capital approach to solvency requirements 

applicable to insurers within the European Union than the current framework. The Insurance 

Committee of the Groupe Consultative Actuarial European provided support for this project; 

this is also being stimulated by Basel 2 Accord. Much research and discussion are therefore 

currently taking place on the various types of risks which are relevant to insurance companies, 

and how adequate economic capital can be defined for them. This Paper is about the types of 

market and strategic risks that affect insurance companies and the practice in assessment and 

measurement these risks in the Serbian insurance companies. This paper presents researched 

issues relevant to building the resilient Serbian insurance organizations through better 

assessing various risks. These includes the results of field research specifically on 20 biggest 

insurance companies provided in 2017 on engagement in enterprise market and strategic risks 

assessment.  The major insurance sector developments, as well as the  characteristics of risks 

and bridging theories.  The main findings of the research suggest that the risk management 

practices of insurers are rather good. The vast majority of 85 percent respondents replied 

affirmatively to the question of whether a significant influence (like sustainability and increase) 

of different types of risks impacted their business in 2016 what confirmed the hypothesis of the 

research. Methods of descriptive statistical analysis of the observed data, mean and standard 

deviation, Statistical tests ɢ2 (chi-square) for the testing of independence of the impact of 

individual risks to the business of insurance companies, and the Pearsonôs product moment 

correlation coefficients (r) have been used in the research for the distribution and the cross-

correlation structure between various kinds of observed risks. The contribution of the Paper is 

in the support of Building a Resilient Insurance firms which play an important role as providers 

of protection against financial and economic risks and as financial intermediaries, as well as 

in the improvement of their risk management practices. 

Keywords: insurance market risks, strategy,  solvency requirements, mismatches 
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1. INTRODUCTION  

Pursuing Agility and Resiliency Organisations must build agility and resiliency to perform 

effectively in turbulent environnements (Goldman et al. 1994; Pal & Pantaleo, 2005). These 

practices carry risks when they destroy boundaries, create new interdependencies that must be 

managed and further open the organisation to its environment. Practices that harden 

organization boundaries by forecasting and engaging in enterprise risk management are 

widespread examples of ways that organisations try to build resiliency. From the insurance 

sector environnemental aspects, the growth of the world economy was positive in 2015, but 

assessed as moderate, except in some developing countries, as well as subdued prices of goods 

and services. In 2015, global insurance premium recorded a real 3.8 percent rise ï 2.5 percent 

in advanced countries (in 2014,  a real 4.8 percent rise ï 3.9 percent) , and 9.8 percent (9.1 

percent in 2014) in developing countries, while Central and Eastern European countries 

recorded a real drop of 4.5 percent ( 1.7 percent drop in 2014).  Global life insurance premium 

in 2015 grew by 4.0% in real terms ï 2.5 percent in advanced countries and 11.7% in developing 

countries, while dropping by 3.5 percent in Central and Eastern European countries.  

The real growth in global non-life insurance premium in 2015 measured 3.6 percent ï 2.6 

percent in advanced countries and 7.8 percent in developing countries, while Central and 

Eastern European countries experienced a 4.9 percent fall.  Global non-life insurance premium 

recorded real 2.5 percent growth in 2014, namely 1.7 percent in advanced and 5.5 percent in 

developing countries, while it fell by 5.2 percent in Central and East EU countries. In 2015 the  

real growth equals 2.8 percent globally, 1.4 percent in advanced economies, 8.1 percent in 

developing economies, and 1.9 percent in Central and Eastern Europe (Brien 2006). Four 

countries with the largest share in global premium (the US, Japan, UK and China) covered more 

than a half of the global market (51.4 percent) in 2013.  

Four countries with the largest share in global premium (the US, Japan, China and the UK) 

covered more than half of the global market (54.3 percent) in 2015. At the same time, Serbia 

ranked 86th by the size of its insurance premium. Judging by the 2015 premium to GDP ratio 

of 2.0 percent, Serbia ranks 61st in the world (Chart 1). 

 
Chart 1: Comparison of insurance sector development indicators (in 2015) 

Source: National Bank of Serbia 

 

In the financial sector of Serbia as a whole (banks, insurance, leasing and voluntary pension 

funds) insurance sector with 28 companies has been ranked 2nd by its balance sheet amount, 

capital and employment levels. Of the total financial sector balance sheet of RSD 3,329 bln in 

2015, banks accounted for 91.6 percent, and insurance undertakings for 5.8 percent (Table 1). 
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Table 1:  Insurance share in total financial sector 

Insurance (In %) 

2013 2014 2015 

Balance sheet total 4.8 5.2 5.8 

Capital 5.5. 5.4. 6.7 

No. of employees 29.5 30.5 30.5 

Source:  National Bank of Serbia 

 

The Herfindahl Hirschman index, calculated by summing up the squares of the respective 

market shares or, in this case, balance sheet totals of all insurance undertakings, points to 

moderate market concentration. At end-Q3 2016 the HHI was 1,252 (Chart 2).  

 
Chart 2:  Balance sheet total of insurance undertakings in 2016 (in RSD mln) 

Source: National Bank of Serbia 

 

According to the market forcasts, Austria based Vienna Insurance Group (VIG) has expanded 

its presence in Serbia. In December 2016 the group completed the acquisition of AXA's non-life 

insurance business AXA Nezivotno Osiguranje and life insurance business AXA Zivotno 

Osiguranje (which together writes premiums of around USD12mn). National bank is 

forecasting robust growth in Serbia's life insurance sector in 2017, with premiums forecast to 

increase by 9.0 percent, in local currency terms, to reach a total of RSD23.2bn. Density remains 

very low, however, at USD28.2 per capita, indicating limited market coverage. In the larger 

non-life sector, premiums written are forecast to increase by a more subdued 2.6 percent in 

2017 to reach RSD65.0bn. This is in large part a reflection of the maturity of basic motor and 

property lines which account for the majority of premiums written. The paper is organized as 

follows. After brief overview of the most relevant environment aspects of insurance sector, risk 

management definitions and differences among strategic and market risks described in the 

literature review, are presented the results of the qualitative field research provided in Serbia in 

2016. The main aim of the paper was to support the entreprise risk management given through 

the widespread examples of ways that organisations in the insurance sector in Serbia try to build 

resiliency, by assessing and resolving the strategic and market risks in their turbulent business 

environment.  

 

2. THEORETICAL FRAMEWORK  

2.1. Definitions  

The following definition of enterprise market risk and strategic can be proposed: 

Market risk  relates to the volatility of the difference between the market values of assets and 

liabilities within a certain time frame due to future changes in asset prices, yields or returns. 
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In this respect changes in cash flows of the liability, due to future profit effects sharing, 

should be also treated. 

There can be distinguished in the literature and practice many different types of market risk 

like: Currency Risk, Basis Risk, Reinvestment Risk, Concentration Risk, ALM Risk, Off-

Balance-Sheet Risk, Risk of Interest Rate, Risk of Equity and Property. 

There are also strategic risks that can strike at the core of every company by: Ineffective 

mergers or acquisitions, incorrect interpretation of market trends and competitor activity, wrong 

decisions based on unrealistic price and profitability assumptions, misinterpretation of or failure 

to comply with legal changes affecting taxation or accounting in a companyôs governance, 

planning or organisation.  Acording to Frigo and Anderson (2009), Strategic Risk Management 

can be defined as a process of managing risks and uncertainties, firstly identifying and 

assessing, affected by events or scenarios from the company or the business or country 

environments, that could inhibit an organizationôs ability to achieve its strategy and strategic 

objectives with the ultimate goal of creating and protecting shareholder and stakeholder value. 

All insurance companies are theoretically able to take the risk of producing their own strategic 

forecasts even covering a relatively long period and with barely adequate staff resources, 

constantly keeping in mind the need to prevent failure (of strategic risk management) ï which 

may be the result of their merely missing changes in the insurance market environment. An 

illustration of strategic risk perception provided by Ernst & Young is presented in Chart 3.  

 

 
Chart 3: Perception of Strategic business risk 

Source: Ernst & Young 
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2.2. Bridging theories  

Modern Portfolio theory can help in bridging the gap between strategy and risk. Among the 

key responsibilities of corporate management are the definition of corporate strategy and 

management of the corporate portfolio. Since their introduction in the 1970s (Henderson,  

1970; Wind, 1974; Wright, 1978), portfolio concepts have helped management address 

three of the central questions of corporate strategy: (1) What are the boundaries of the 

corporation, i.e. which businesses should be part of the portfolio and what is the underlying 

logic; (2) How should resources, and in particular capital, be allocated to the different 

businesses; (3) How can the goals and actions of the individual business units be aligned 

with the interests of the corporation as a whole and the interests of its stockholders. In 

todayôs environment, managers can choose from a broad toolbox of instruments for 

analyzing and managing the corporate portfolio (Pidun et al. 2011). Another key 

responsibility of corporate management is risk management. In recent years, most large 

corporations have established risk management systems that help identify, assess and 

manage a broad variety of risks, including financial risks, market risks, operations risks 

and compliance related risk. In a large and growing number of corporations the risk 

management function has been centralized and is now directly overseen by the board 

(Servaes et al. 2009). Surprisingly, however, there seems to exist a large gap between these 

two key responsibilities of corporate management, a missing connection between the 

strategic management and risk management of the corporation. In strategic management, 

risk considerations are typically subordinated and treated only in a subjective and intuitive 

manner. On the other hand, most risk management systems focus on compliance, financial 

and operational risks, while largely disregarding the risks of corporate strategic decision 

making. This indicative absence of risk consideration in strategic decision-Ȥmaking puzzles 

in a time where data and information handling in corporations is the subject of  great 

attention. 
This conflict between how financial theory and strategic management approaches risks can be 

explained by  two  controversial  positions  (Amit  &  Wernerfelt, 1990). The first is the question 

of efficiency, in terms of financial theory, of capital markets. Only if capital markets are 

considered efficient  and  diversification  of  all  nonsystematic risk is possible, business risk 

should not matter (Wernerfelt, 1985). The second is the value maximization issue of corporate 

managers. Financial  theory  suggests  that  the  maximization  of  value  for stockholders  should  

be the only  objective of managers. However, the need for managers   to satisfy multiple 

stakeholders, such as employees, suppliers and  the  surrounding  community, is not consistent 

with  financial theory  (Freeman,  1984).  

 

3. METHODS AND MATERIALS  

3.1. Sampling 

In this work are presented results of field research of the 20 biggest insurance companies from 

Serbia provided in 2017 on strategic development issues in turbulent market imbalances. The 

main characteristics of companies included related to their organizational structure and business 

activities. 40% percent (8 companies) are private, 50% work as the part of a larger system, and 

2 are public insurance companies.  

 

3.2. Hypothesis and Methodology 

For the research and key results the further scientific methods of statistical analysis were used: 

Á Methods of descriptive statistical analysis of the observed data, mean and standard 

deviation,  
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Á Statistical tests ɢ2 (chi-square) statistics, for the testing of independence of the impact 

of individual risks to the business of insurance companies, and  

Á Pearsonôs product moment correlation coefficients (r) have been used for the 

distribution and the cross-correlation structure between various kind of strategic and 

market risks.  It takes a value from -1 to 1, and the dependence of the direction of 

correlation between two variables observed. In other words, when r > 0 there is a direct 

correlation, while for r < 0 is inverse correlation. In order to qualitative determination 

the strength of the correlation, the following interpretation of its absolute value | r | 

commonly is used: 

¶ 0.0 ï 0.7: Weak correlation; 

¶ 0.7 ï 0.8: Emphasized correlation; 

¶ 0.8 ï 0.9: High correlation;  

¶ 0.9 ï 1.0: Very high correlation. 

The hypothesis  ╗  of the research was:  Risks to which the insurance company is exposed 

might have an important impact on its revenues.  

 

3.3. Key results 

In this section, the two chosen groups of risks: strategic and market risk with their sub categories 

measured by companies is presented according to their particularly impact to the business of 

insurance companies.  These two types of strategic and market risk being regarded as special, 

independent statistical variables. In this way, on the basis of the observed responses of surveyed 

insurance companies, can be accurately and quantitatively expressed the importance and 

influence of each strategic and market risk, as well as its effect on the performance of the 

business enterprise. Each of these types of strategic and market risks are classified as the 

corresponding dichotomous variables. In this way, for all of these variables a descriptive 

statistical analysis was applied, the proportion (i.e. mean value), as well as the standard 

deviation of positive responses have been computed, and their values are shown in Tables  2 

and 3. 
 

Table 2. Frequencies of positive answers of various categories of strategic risk 

Variables 
Strategic risk sub 

categories measured  

Number of 

companies 

Proportion 

(p) 

Standard 

deviation 
ɢ2-statistics 

(p-values) 

X1 
Achieving profitability 

6 35.29% 0.4779 

6.235 

(0.1822) 

X2 Achieving the goals of 

growth portfolio 
5 29.41% 0.4556 

X3 Achieving the goals of 

network expansion 
4 23.53% 0.4242 

X4 Increasing the 

percentage of the 

particular target market 

segments 

1 5.88% 0.2353 

X5 Other 1 5.88% 0.2353 

Source: Authors 
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As it can be easily seen, the majority of the value of the positive responses of the respondents 

has been expressed during the first three variables (subcategories) i.e. at the risk of achieving 

profitability (variable X1), the risk of achieving the objectives of growth portfolio (variable X2) 

and the risk of achieving the objectives of the spread of networks and departments (variable 

X3). Then, with a relatively small share, the value of the last two variables X4 and X5 follow. 

Looking at the whole structure and the number of positive responses, it can be seen by their 

relatively equal representation in the sample. This fact is confirmed by the formal relatively 

small values of Pearson statistics (ɢ2 = 6.235), and it can be also observed in Chart 4. 

 

Chart 4. The number of positive responses of the surveyed companies on the impact of 

strategic risk 

Source: Authors 

 
Table 3. Frequencies of positive of various categories of market risk. 

Variables 
Market risk sub 

categories measured 

Number of 

companies 

Proportio

n 

(p) 

Standard 

deviation 
ɢ2-statistics 

(p-values) 

Y1 
General market trends 

6 35.29% 0.4779 

7.706 

(0.0525) 

Y2 Market share and 

structure of competitors  
8 47.06% 0.4991 

Y3 Openness of positions of 

legal persons 
2 11.76% 0.3222 

Y4 Other 1 5.88% 0.2353 

Source: Authors 

 

Descriptive statistical analysis of market risk is based on the formulation of four dichotomous 

variables. They are, together with the appropriate quantity indicators, described in Table 3. 

Almost the half of respondents has given affirmative answers about the impact of the risk of 

market share and the structure of competition (variable X2). Following, their confirmative views 

on the impact of the risks arising from general market trends can be seen (variable X1). Finally, 

a much smaller number of respondents believe that there is a serious impact of the openness of 

the legal entity risk (variable X3). 
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Chart 5. The number of positive responses of the surveyed 

companies on the impact of market risk 

 
Source: Authors 

 

The vast majority of 85% respondents replied affirmatively to the question of whether a 

significant influence of different types of risks impacted their business in 2016.  40 percent of 

interviewed companies confirmed that the impact led to the sustainability of their income, 30 

percent argued that the impact of the risks highlighted in the reduction of possible earned 

income, i.e. believes that the risks affecting the increase in their income in 2016 (Table 4). 
 

Table 4: The impact of risk to incomes of researched insurance companies in Serbia  in 2016 
 Respondents percent 

Sustainability of income 8 40% 

Reduction in income 6 30% 

Increase of income 6 30% 

 

It has been investigated the distribution and the correlation structure of the aforementioned 

categories of strategic and market risk. For this purpose, it has been precisely analyzed the 

relationship and correlation structure between the different categories of strategic and market 

risks in comparison on their impact to realized incomes of insurance companies in 2016. Tables 

5 and 6 show the Pearson's product moment correlation coefficients, with the statistical 

significance of .001, between different categories of strategic and market risks, respectively. 

When considering the strategic risk categories, the greater value of Pearson's product moment 

correlation coefficients has correlation between risk of Achieving profitability and increasing 

of income, which is equal r = 0.8740 (high correlation). After that, it follows the cross-

correlation between achieving the goals of network expansion and sustainability of income, 

which is approximately equal 75 percent (emphasized correlation). Let us remark that all of the 

others estimated values of the Pearsonôs correlation coefficients are relative smaller (the lowest 

value is less than 64 percent).  

 

Table 5: The correlation coefficients of impact of strategic risk to incomes in 2016. 

Strategic risks components 
Sustainability of 

income 

Reduction in 

income 

Increase of 

income 

Achieving profitability -0.6731 0.4786 0.8740 

Achieving the goals of growth 

portfolio 
0.4097 0.5806 0.6399 

Achieving the goals of network 

expansion 
0.7494 0.5813 0.5758 
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Increasing the percentage of the 

particular target market segments 
-0.1846 0.6137 0.6517 

Cross-correlation coefficients between the market risks categories and their impact to realized 

incomes of insurance companies in 2016 are shown in Table 6. Pearson moment correlation 

shows the highest degree between market share and structure of competitors, as well as general 

market trends related to the sustainability of income, where the both correlation coefficients are 

approximately equal 70 percent. Degree of correlation between openness of positions of legal 

persons and impact of realized incomes is a relative low and mostly shows a negative 

correlation. 

 
Table 6: The correlation coefficients of impact of market risk to incomes in 2016. 

Market risks components 
Sustainability of 

income 

Reduction in 

income 

Increase of 

income 

General market trends 0.6963 -0.3443 0.4004 

Market share and structure of 

competitors  
0.6968 0.2357 0.3790 

Openness of positions of legal 

persons 
-0.1846 -0.1500 0.3535 

Source: Authors 

 

4.  DISCUSSION AND CONCLUSIONS 

In today's fast developing, increasingly digitized and automated economy, transformational 

trends in technology, economics, and preferences of consumers who are on the rise, make 

threats to insurance companies. It promotes the need of these companies to set the strategic and 

market risks management that would help not undermining the basic assumptions of the value 

of the insurance companies. Innovative technologies and new competitive paradigm affect 

almost every area of business quickly and radically. For these reasons, it is necessary to scold 

adequate strategic framework for risk management, which would improve the capabilities of 

the insurance companies to act proactively to market challenges. Unlike most other industries, 

risk management has already become one of important business functions of insurance 

companies. However, these programs are not traditionally designed to deal with its particular 

challenges of strategic and market risks as with the possibility of minimizing their adverse 

impact on the insurance companiesô business results.  In order to efficiently conduct 

development of insurance industry, the companies from the sector would need to consider the 

adoption of a strategic risk management as a holistic framework not only to help them to 

manage potential, but to achieve faster growth and exploit the advantage of the resulting market 

opportunities. These were the reasons to research the practice of Serbian insurance companies 

on issues of risk management functions, mainly due to strategic and market risks as of particular 

importance in the insurance business. The paper presents the results of field research relating 

to the impact and importance of these internal risks.  These risks with the set of components 

were treated as independent statistical variables, measured in relation to their impact on the 

increase or decrease in revenues of the company. The correlation between them in relation to 

the hypothesis is presented, where 85 percent of interviewed companies confirm the hypothesis, 

that researched risks contribute to change the height of the company's revenues. Particularly 

high correlation was expressed at risk impact on the amount of profitability, the branch network 

expansion and sustainability of revenue of the insurance companies, as well as to market share, 

and the structure of its competitors. The results of research have been processed to different 
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statistical methods: descriptive statistical analysis of the observed data, statistical tests, (Chi-

Square) and Pearson's correlation coefficients. 

This work encourages further research concerning the function of risk management in insurance 

companies, internal and external risks, contributes to implementation of new risk tools and 

methods, in accordance with modern digital technology and trends. It contributes to the 

harmonization of the legislation in the eligible area with international standards and 

conventions of the European Union too.   
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ABSTRACT 

In the paper, we will address the peaceful settlement of labor disputes in the Republic of Serbia 

as a contribution to the legal environment of business and the review of operations of the 

Agency for Peaceful Settlement of Labor Disputes, statistical indicators, all in the context as a 

contribution to the legal environment of business. The general view in the paper is that the 

peaceful settlement of labor disputes in the Republic of Serbia regarding the content, according 

to the legal approach, above all is in accordance with the standards of the International Labor 

Organization, but our situation and needs dictate the number of specific features that are 

reflected in the ways of implementation and the need to reform certain aspects of the institute 

for peaceful settlement of labor disputes in this segment. The process is influenced by trade 

unions, employers, founders, stakeholders, the government, citizens, the EU institutions and the 

UN. Entities dealing with the peaceful settlement of labor disputes in the Republic of Serbia are 

norm-regulated and are comprised of employees and employers but the regulatory position is 

under the influence of the wider environment and it can hinder the functioning of the active 

participants and make their behavior inconsistent with normative practices. With respect to the 

general interest, through the operations of the Agency for Peaceful Settlement of Labor 

Disputes, the imperative need to adjust the internal and external environment emerges, which 

results in benefits for the wider community, as a contribution to the legal environment of 

business. 

Keywords: peaceful settlement of labor disputes, collective labor disputes, individual labor 

disputes, the Republic Agency for Peaceful Settlement of Labor Disputes, The Legal 

Environment of Business 

 

1. INTRODUCTION  

The legal environment of business is a legal discipline that by its nature is more interesting to 

economists or managers than lawyers, but as a young scientific discipline still requires your full 

profiling. Although it deals with topics such as asset insurance settlement payments 

fundamental rights, intellectual property rights, protection of the rights of market competition, 

consumer protection, basic public procurement, data confidentiality, information technology 

law, tax system, insurance law, financial institutions and treaty law, international agreements, 

it appears that the relationship which the legal environment of business brings labor law and 

related, resulting from it, that is not true because the working relations or disputes that follow 

labor relations can be of great importance for the entire investment climate and to decisively 

influence the legal environment of business1. It is known that in the transition countries the 

success of privatization was different from country to country, and this difference can be 

explained to a large extent, investment climate, and of the legal environment of business. 

Also, transition countries had strong trade unions, social dialogue and the potential for strikes 

which has strong roots in the socialist legacy. 

                                                 
1 See: Mintas-Hodak, Lj.: Pravno okruģenje poslovanja, MATE, Zagreb, 2010. 

mailto:ivica_lazovic@yahoo.com
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For all these attention is needed, especially in terms of the legal environment of business, which 

is focused on the possibilities for a peaceful overcoming of labor disputes, and which is to be 

explained more in the upcoming pages. 

 

2. PEACEFUL SETTLEMENT OF LABOR DISPUTES IN THE CONVENTIONS OF 

INTERNATIONAL LABOR ORGANIZATION AND EU  

In terms of the existence of international standards regulating labor disputes, the International 

Labor Organization (ILO) has not established specific procedures for resolving labor disputes, 

have already established the general Principles and Guidelines for States Parties2. 

The role of these guidelines and principles is essential when making the national regulations 

and the establishment of a legislative framework on the prevention of labor disputes, as well as 

their application in practice. Also, the purpose of establishing the general principles in order to 

prevent labor disputes and ways of solving them is to encourage the participation of employees 

in the administration of justice, to protect the basic rights of employees, particularly the right 

of association to enable the parties (employees and employers) to amicably resolve labor 

conflict to promote a constructive working relationship. Decent Work Programme Document 

for the Republic of Serbia from 2013 to 2017 in part related to the improvement of the 

implementation of international labor standards provides for, inter alia, the provision of 

technical assistance from the ILO to ratify the Convention on Collective Bargaining No. 151 

and 154 in order to promote peaceful industrial relations with the help of effective mechanisms 

of collective bargaining3. 

From regional international documents that exist at the level of the Council of Europe, among 

others the most important is the Revised European Social Charter by the Republic of Serbia 

ratified in 20094. The provisions of this Convention establish the obligation of Member States 

to define in advance the appropriate mechanisms for resolving labor disputes, which are based 

on methods of mediation and voluntary arbitration, and that they promote and effectively used 

(Art. 6 para. 3), and that the state States recognize the right of workers and employers to 

collective action in cases of conflicts of interest, including the right to strike, subject to 

obligations that might arise out of collective agreements previously concluded (Art. 6 para. 4). 

As for the European legislation, it generally does not regulate issues related to freedom of 

association, the right to strike, lockout and the definition of wages, however, Directive 2008/52 

/ EC on certain aspects of mediation in civil and commercial cases, aims to facilitate access to 

alternative dispute resolution and promote the peaceful settlement of disputes (Article 1). The 

scope of this Directive is limited to cross-border disputes but Member States should not be 

prevented that the application and the internal mediation processes5. 

 

3. PEACEFUL SETTLEMENT OF LABOR DISPUTES IN THE REPUBLIC OF 

SERBIA 

The field of peaceful settlement of labor disputes in the Republic of Serbia detail by Law on 

peaceful resolution of labor disputes, which was adopted on 22 November 2004 for resolving 

individual and collective labor disputes6. Individual labor dispute in terms of this Act shall be 

a dispute on discrimination and harassment at work, termination of employment and contracting 

and payment of the minimum wage (hereinafter: individual dispute). 

                                                 
2 Kuliĺ, Ģ., Radno pravo, Privredna akademija, Novi Sad, 2008. str. 58. 
3 http://www.socijalnoekonomskisavet.rs/cir/doc/dostojanstven_rad2013-2017.pdf 
4 http://www.socijalnoekonomskisavet.rs/doc/revidirana_evropska_socijalna_povelja.pdf 
5 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2008:136:0003:0008:En:PDF 
6 Official Gazette Republic of Serbia  No. 125/04 

http://www.socijalnoekonomskisavet.rs/cir/doc/dostojanstven_rad2013-2017.pdf
http://www.socijalnoekonomskisavet.rs/doc/revidirana_evropska_socijalna_povelja.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2008:136:0003:0008:En:PDF
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The individual is considered to be slow and slow on the occasion of individual rights stipulated 

in the collective agreement, other general act or contract of employment - reimbursement for 

meals during work, reimbursement for commuting to and from work, payment of jubilee 

awards, and payment of holiday allowance for annual leave. A party in individual dispute in 

terms of this Act shall be considered an employee and the employer. Collective labor dispute 

in terms of this Act, shall be a dispute on the occasion: reasoning, the amendment or application 

of the collective agreement; implementation of a general act governing the rights, obligations 

and responsibilities of employees, employers and trade unions; exercising the right to trade 

union organization and operation; strike; exercising the right to information, consultation and 

participation of employees in the management in accordance with the law. The general act in 

terms of this Act shall be considered rules of procedure and the agreement of the employer and 

trade unions, in accordance with the law. Party to the collective dispute shall be considered 

participants in the collective agreement - in accordance with the law or the employer, union, 

employee or representative of employees - in relation to the application of a collective 

agreement or general act and exercise of collective rights, in accordance with the law. In regard 

to the settlement of individual labor disputes the method that is established by law the 

arbitration procedure. Arbitration is a form of dispute resolution in which an independent third 

party is considering the arguments of both sides in the conflict and then makes a decision which 

is final and binding on the parties to the dispute. Collective labor disputes are resolved before 

a conciliation committee, composed of representatives of the parties to the dispute and an 

independent third party (the mediator), in which the mediator only offers technical assistance 

and has no decision-making authority. The aim of this procedure is to achieve a stable 

agreement. The process of peaceful settlement of labor disputes and selection of conciliators 

and arbitrators in the proceedings is based on the principle of voluntariness. Article 18 of the 

Act, deviates from this principle, and in the activities of general interest, established the 

principle of compulsory initiation of proceedings. It is stated in line with international 

methodology of solving labor disputes, which recognizes three different types of alternative 

resolution of labor disputes, which depend on the degree of interference by third parties, 

namely: reconciliation, which is aimed at assisting the parties to reach a mutually acceptable 

solution, the agency that the procedure where the intermediary - mediator may propose 

settlement of the dispute and the parties are free to accept or reject such proposals and 

arbitration that occurs as a last resort, with its quasi-judicial nature and is usually used after a 

failed attempt mediation7. 

 

4. ISSUES IN SETTLEMENT OF LABOR DISPU TES 

A ten-year implementation of the Law on the peaceful settlement of labor disputes in the 

Republic of Serbia, pointed to many problems in practice, why you should come to his shift, of 

which we will indicate some of the problems8. 

The arbitration procedure was not sufficiently precise and incomplete, which creates problems 

in practice arbitrators. Given that the arbitrator after conducting the evidentiary procedure 

yields a solution that obliges both parties to the dispute and that there is no possibility of a 

remedy, namely an appeal against the decision is not allowed. Parties may withdraw consent to 

the conduct of proceedings before the Agency until the start of the trial. After that, it may be 

decided in the absence if duly summoned party does not appear, according to the documentation 

it this page. If the party accepts the resolution of a quiet road, but during the proceedings does 

not come to the hearing, does not submit evidence, the arbitrator must make a decision on the 

basis of existing evidence. 

                                                 
7 See more: Lubarda, B., Radno pravo, Pravni fakultet, Beograd, 2012 
8 See: http://idcserbia.org/publikacije/istrazivanje-o-mirnom-resavanju-radnih-sporova/ 

http://idcserbia.org/publikacije/istrazivanje-o-mirnom-resavanju-radnih-sporova/
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Since nothing is not disputed allegations from the template to initiate proceedings, the arbitrator 

shall issue a decision. The decision is final and executable in the first instance. More and more 

disputes with complicated and voluminous evidentiary procedure, the deadline of one month 

often brief proceedings concerning abuse are often lasted longer. The same applies to collective 

dispute the period of a month is often short to solve the problem. In cases involving the wrongful 

termination, a big problem is the settlement of disputes regarding the cancellation because it 

can be brought before the court and before the Agency. The practice often shows that there are 

many examples in which the cancellation is given illegally to the employer or the worker does 

not want an extension of the employment relationship. Such disputes can only terminate the 

agreement, which would edit the conditions under which employees would be gone, and you 

are eligible to employer and employee. In this regard should enable intervention before the 

Agency, as a form of termination disputes. It often happens that the employees due to lack of 

awareness and knowledge of the basic elements and the legal concept of mobbing initiate a 

process proposal, but later determined that there were no legal elements of mobbing and that 

the procedure was initiated due to other motives and objectives. Thus for example it happens 

that in cases where the employer handed a warning about the cancellation of the employee, the 

employee in order to prevent cancellation submit proposals for the peaceful settlement of the 

labor dispute regarding the mobbing of a situation that happened before and there is no 

continuity of action that is interpreted as the perpetrator of bullying or other actions employed 

the face. Also, employees mobbing mixed with other violations of labor rights. Then you need 

to raise the awareness of employees and the public to recognize the elements, causes, forms of 

mobbing, not to suffer and to timely react. In the process of peaceful settlement of labor disputes 

is desirable to introduce some kind of intermediary as a possible end to a dispute that is 

acceptable to all parties of the dispute. Also, not enough has affirmed the role of preventive 

mediation, it is possible to introduce mandatory in the private sector - with the mandatory model 

in terms of the procedure, a voluntary acceptance of recommendations for collective disputes 

regarding the implementation of sanctions foreseen, in order to respect the same, wherever 

mediation as possible and preventing the strike. Also, the law has many discrepancies and many 

provisions necessary to supplement and improve how it would be possible to improve the work 

of mediators and arbitrators, from the adoption of the Code of Ethics to the adoption of bylaws 

which would be defined and elaborated keeping procedures. 

 

5. REVIEW OF THE WORK OF THE REPUBLIC AGENCY FOR PEACEFUL 

SETTLEMENT OF LABOR DISPUTES  

The process of peaceful resolution of a labor dispute initiated by the submission of the proposal 

to the Republic Agency for Peaceful Settlement of Labor Disputes (hereinafter: The Agency). 

The main elements of the proposal contain are: name, surname and address or name and seat of 

parties in dispute and the subject of dispute. In addition to the proposal from the parties to the 

dispute are obliged to submit all available documentation relating to the dispute. It is anticipated 

that the parties may jointly submit a proposal, but if it does not, further action continues in the 

manner that the Agency shall submit the proposal and documentation of the other side, which 

must be made within 3 days whether it accepts the peaceful settlement of the dispute. Same 

parties to the dispute may agree on the arbitrator or conciliator within 3 days from the date of 

acceptance of the individual proposal, or consensually appointed in a joint submission. If the 

parties in dispute does not appoint an arbitrator / conciliator is determined by the Agency 

Director. The process of peaceful settlement of labor disputes is the most represented in the 

government and public sector, while although the Agency has a large jurisdiction in the 

settlement of collective labor disputes, due to irregular affirmation and poor recognition by the 

social partners, mainly to resolve those disputes for which there is a legal obligation. 
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The methods of peaceful settlement have been underrepresented in companies mainly in terms 

of institutions financed from the budget of the Republic of Serbia for example Institutions of 

culture, health, education, public utilities and others where there are organized forms of 

associations of employees - trade unions. In previous work it was observed that the granting 

permitted under the most common problem of the state authorities, particularly by the 

government. All cases in which consent was obtained for addressing the merits resolved with 

respect to anticipated legal deadlines. The basic advantages of alternative methods of resolving 

labor disputes (extra-judicial ways) are numerous, some of which are reflected primarily in the 

efficiency and effectiveness of the proceedings, provided the equality of parties, left to party 

autonomy, voluntary, free, informal, leading to better resolution of labor disputes, eliminates 

the need to conduct long and costly court proceedings, disputes are resolved in the presence of 

a neutral third party, improves communication parties to the dispute and others. Effective use 

of these mechanisms it is possible to minimize the effect of applying the negative consequences 

of labor disputes, which inevitably affect the preservation of social peace. However, the basic 

prerequisite for their successful resolution, and achieve long-term agreement is the existence of 

serious intentions and readiness of the parties to the dispute to active participation resolve the 

actual dispute. In the Republic of Serbia during the transition there has been foreign investment 

and gradual privatization, but significant layoffs and shutdowns work in industrial production, 

which further complicates the situation regarding the protection of social and economic rights 

of employees and other socially vulnerable categories of the population. Even during the global 

economic crisis, the situation has further deteriorated. Despite the difficult economic situation, 

necessity makes a large number of employees to exercise their rights in court, which is the 

longest and most expensive way for the prosecutor and the defendant. In his previous work, the 

Agency has successfully solved a large number of labor disputes, and it is characterized by the 

flexibility of its work in monitoring the problem-solving employees, or the Agency has not fully 

managed to establish itself as an alternative to the settlement of labor disputes and to resolve 

them for the parties in dispute addressing the court. From 2005 until the end of 2016 raised a 

total of 14,192 labor disputes, of which the merits of the 5206 labor dispute is resolved. Of this 

number was 13950 running of individual labor disputes, of which 5086 resolved the merits of 

labor disputes. When we speak of collective labor disputes, in the same period were raised 242 

collective labor disputes of which resolved 120 merits of collective labor disputes9. 

 

Title 1: Statistical indicators 

(Table ends on the next page) 

 

Year 

Collective labor disputes Individual labor disputes 

Running procedures Merits resolved Running procedures Merits resolved 

2005 

Collective labor disputes 

Running 10  

Merits resolved 5 

Individual labor disputes 

Running 857   

Merits resolved 269 

2006 

Collective labor disputes 

Running 17 

Merits resolved 11      

Individual labor disputes 

Running 4977 

Merits resolved 1659 

2007 

                                                 
9 See: http://www.ramrrs.gov.rs/?page_id=316&lang=en  

http://www.ramrrs.gov.rs/?page_id=316&lang=en


21st International Scientific Conference on Economic and Social Development 
Belgrade, Serbia, 18-19 May 2017 

 

26 

 

Collective labor disputes 

 Running 16   

Merits resolved 9   

Individual labor disputes 

Running 3410  

Merits resolved 1110 

2008 

 Collective labor disputes 

Running 12  

Merits resolved 7       

Individual labor disputes 

Running 958  

Merits resolved 305 

2009 

Collective labor disputes 

Running 12 

Merits resolved 8     

Individual labor disputes 

Running 789  

Merits resolved 266  

2010 

 Collective labor disputes 

Running 25  

Merits resolved 10 

Individual labor disputes 

Running 249 

Merits resolved 77   

2011 

 Collective labor disputes 

Running 18  

Merits resolved 8 

Individual labor disputes 

Running 837  

Merits resolved 279 

2012 

Collective labor disputes 

Running 20  

Merits resolved 9  

 Individual labor disputes 

Running 239 

Merits resolved 114 

2013 

 Collective labor disputes 

Running 28  

Merits resolved 10 

Individual labor disputes 

Running 251  

Merits resolved 64 

2014 

Collective labor disputes 

 Running 26  

Merits resolved 16 

Individual labor disputes 

Running 173 

Merits resolved 168   

2015 

 Collective labor disputes 

 Running 30 

Merits resolved16  

 Individual labor disputes 

Running 292  

Merits resolved 51   

2016 

Collective labor disputes 

Running  28 

Merits resolved 11 

Individual labor disputes 

Running  928 

Merits resolved 724 

Total:  

Running 242 

Merits resolved 120 

 

Total:  

Running 13950 

Merits resolved 5086 

TOTAL  

RUNNING 14192    

MERITS RESOLVED  5206   
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Title 2: Collective labor disputes 

(From 2005 until the end of 2016) 

 
 

Title 2: Individual labor disputes 

(From 2005 until the end of 2016) 

 
 

Following the statistical work of the Agency since the establishment of the annual reports on 

the work that we have been a source of information, the number of procedures is shown by 

years in the tables attached. Also, describing the number of ongoing disputes and those that are 

saved on the merits, therefore obtained the consent of the other, and the difference between 

these two numbers is represented Predosa to be resolved not approved, but please note that all 

these procedures are resolved in administrative proceedings. 
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6. CONCLUSION 

The situation in the field of peaceful settlement of labor disputes in the Republic of Serbia and 

the contribution of the Republic Agency for Peaceful Settlement of Labor Disputes 

improvement of the same, after over ten years of implementation of the Law on the peaceful 

settlement of labor disputes is gratifying and definitely encouraging, with obvious 

improvements in all segments compared to previous times. We can say that the statistical 

indicators of the number of prosecutions are encouraging and justify the introduction of a 

peaceful settlement of labor disputes in the legal system of the Republic of Serbia. However, 

the ten-year experience shows many weaknesses and shortcomings of the peaceful settlement 

of labor disputes and points to the need for improvement, notably through better normativeness. 

Consequently, the regulation of the peaceful settlement of labor disputes is only possible 

through the coordinated work of all participants of the peaceful settlement of labor disputes in 

the planning and improvement of the whole system. Therefore, we can only talk about the 

process, not a one-off activity, which will in future lead to the desired shift. 
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ABSTRACT 

Eastern Croatia and its most important urban and university center city of Osijek have 

undergone a drastic transformation of the economic structure in the last quarter century. With 

the disappearance of traditional industries (metal processing, wood processing, textiles, 

graphics and part of the food processing industry) and the inadequate development of the 

primary sector (agriculture, forestry) a huge gap was created in the economics equality of the 

regions in Croatia. The young generations of educated people remain unemployed for a 

relatively long time, migrate to large urban centers (in this case to Zagreb) or even emigrate 

to European countries in search of employment. Under these conditions, a small enthusiastic 

groups and individuals appear who, relying solely on its own intellectual capital, leave the 

limitations of the local environment and begin to produce services that can be implemented in 

the global market. This capital primarily consists of the knowledge and skills of the creative 

use of ICT. Recognizing the limitations of small separate groups in this sector, began their 

association in order to achieve better positions in the regional and global market, find new 

market niches, as well as to create educational centers parallel to the official teaching at 

schools and universities. There was no classic cluster approach applied, but in early 2013 the 

non-profit, non-government association named Osijek Software City (OSC) was founded. Its 

aim is to increase the attractiveness of IT development profession in Osijek, encourage IT 

entrepreneurship, networking and design of cooperation programs. Today, Osijek Software 

City brings together more than 40 companies and dozens of individuals. The aim of this study 

is to assess the possibilities for further development of the regional ICT sector, analyze data on 

the number of businesses and employment in this sector, as well as to determine whether there 

is a possibility that this region becomes more competitive and attracts even more young and 

educated IT professionals and large companies. 

Keywords: Croatia, digital economy, employment, information technology, IT sector 

 
1. INTRODUCTION  

Croatia, alongside Slovenia, was the most developed republic in Yugoslavia, particularly in the 

areas of agriculture, industrial production, construction, oil industry, shipbuilding and tourism. 

After the break-up of Yugoslavia, the Croatian socialist and semi-market economy was 

transformed into a system based on private ownership and an open market economy. This 

transition, however, was delayed and hindered by the aggressive war against Croatia and the 

adjustment of economic policies to the needs of defense. Economic development was burdened 

by a large amount of war damage, estimated in 1999 to amount to USD 37.1 billion, which also 

made transformation and privatization more difficult. In addition, the transformation process 
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by which the former public (social) ownership became state owned and then privately owned, 

was undertaken in agreement between the political and business elite, frequently without the 

actual purchase of enterprises or investment in them. The transition therefore had many negative 

social and economic effects: the impoverishment of the population, a rise in corruption and 

economic crime, and the devastation of industry. After the immediate difficulties of the war had 

been overcome, Croatia moved into a phase of increasing Gross Domestic Product (GDP). The 

highest growth rate of 5.2% was recorded in 2002, and in 2003 GDP reached its level before 

the war (USD 24.8 billion, 1990). The rising trend of GDP continued until 2008, when a fall 

and then stagnation occurred, caused primarily by the worldwide recession. At the end of the 

1990s, the largest proportion of GDP was accounted for by the service sector (59%) followed 

by industry (32%) and agriculture (9%), which was similar to most developed countries. Over 

the last couple of years, due to the cycles of recession in the global economy, there have been 

negative trends in all branches of the economy, except in tourism (Croatia.eu, n.d.). 

Due the war situation and the disappearance of traditional industries (in part because of poorly 

executed privatization), a huge gap was created in the economic equality of the regions in 

Croatia. Nowadays, eastern Croatia is one of the least developed regions in Croatia. Eastern 

Croatia consists of 5 counties: Vukovarsko-srijemska, Osjeļko-baranjska, Poģeġko-slavonska, 

Virovitiļko-podravska, Brodsko-posavska. Graph 1 shows GDP per capita for eastern Croatia 

regions in 2014. Four counties that have the lowest GDP per capita can be found at the very 

bottom of all the counties in Croatia. Compared to Zagreb, the Croatian capital, these four 

counties have three times lower GDP per capita, while the Osjeļko-baranjska county is in 

slightly better situation, it has more than two times lower GDP per capita. 

 

 
Graph 1: GDP per capita of 5 eastern Croatia counties in 2014 (Croatian Bureau of 

Statistics, ñGross Domestic Product for Republic of Croatiaò, available at: www.dzs.hr)  

 
Export of Croatian products was reduced to former Yugoslav countries, significant market of 

loyal consumers, protected by customs duties and lost during the war and disintegration of 

Yugoslavia. On the other hand, new Western European markets were opened, which Croatia 

was yet to win, as a small Balkan country and a former member of the Federal Republic of 

Yugoslavia. With opening up the market, there were also new competitors who had not been 

present in the closed domestic market, and whose size, strength and experience of business on 

the open market were a great advantage compared to the unprepared and war-devastated 

Croatian companies whose adaptation was very slow (Mesariĺ, Franjkoviĺ, Ġebalj, 2014).  

http://www.dzs.hr/


21st International Scientific Conference on Economic and Social Development 
Belgrade, Serbia, 18-19 May 2017 

 

31 

 

Under these conditions, a small enthusiastic groups and individuals appear. Relying solely on 

its own intellectual capital, they began to produce products and services (mostly software) that 

can be offered and implemented in the global market. In order to achieve better market position 

on the local and global market at first, they decided to launch a project named Osijek Software 

City (OSC). There was no classic cluster approach applied. According to information available 

on the website (http://softwarecity.hr/o-projektu/), Osijek Software City is a project started in 

2012, through which IT companies in Osijek act towards the local community. In early 2013 

the non-profit, non-government association named Osijek Software City (OSC) was founded. 

Its aim is to increase the attractiveness of IT development profession in Osijek, encourage IT 

entrepreneurship, networking and design of cooperation programs. Today, Osijek Software City 

brings together more than 40 companies and dozens of individuals (Osijek Sofware City, n.d.).  

In this study, authors will show the current situation in the local ICT sector and research its 

growth perspectives. The aim of this study is to assess the possibilities for further development 

of the regional ICT sector, analyze data on the number of businesses and employment in this 

sector, as well as to determine whether there is a possibility that this region becomes more 

competitive and attracts even more young and educated IT professionals and large companies.  

This work is funded by Croatian Science Foundation under Grant No. 3933 "Development and 

application of growth potential prediction models for SMEs in Croatia" 

 
2. LITERATURE REVIEW  

There is no lot of papers that deal with the local ICT sector in some country. Most of the papers 

investigated effects of ICT on GDP growth, where it can be concluded that ICT is an important 

and significant source of growth (Ceccobelli et al., 2012; Vu, 2011; Venturini, 2009; Kamel et 

al., 2009; Nasab and Aghaei, 2009; Park et al., 2007; Stiroh, 2002; Colecchia and Schreyer, 

2002). Speaking of returns from IT investments, country level studies showed that for the 

developed countries returns from IT capital investments are estimated to be positive and 

significant, and for the developing countries they are not statistically significant (Dewan & 

Kraemer, 2000; Pohjola, 2000; Mankiw et al., 1992). Another type of research in this field was 

conducted by Holm and Østergaard (2015), who were researching the adaptability of a regional 

industrial system faced with the shock, like in times of crisis. Their research referred for 

regional ICT industries in Denmark. It was shown that the ICT sector in urban and agglomerated 

regions was sensitive to the business cycle, while the sector in less urbanized regions was 

resistant. They also stated that diversity makes the ICT sector more sensitive to changes in the 

business cycle, which worsen the effect of the shock but speeds up the recovery. Van Oort and 

Atzema (2004) in their research analyzed the factors that determine new firm formation in the 

ICT sector in the Netherlands. The results showed that new establishments in the ICT sector 

tend to be concentrated in urban areas that are already relatively specialized in this sector and 

where economic activity is spatially dense. If one looks at the ICT sector in the narrow area of 

city of Osijek, it can be seen that there is the same situation. Osijek became the place where 

new IT companies are established. In this area, there is a lot of, mostly young, companies in the 

ICT sector and economic activity in this field for the last 3-4 years is very high. Since the city 

of Osijek is a 4th largest city in Croatia as well as the biggest city in eastern Croatia, it implies 

a presence of other industries, not only IT industry. This confirms the above-mentioned 

conclusion stated by van Oort and Atzema. Atzema (2001) stated that ICT firms can also be 

found in smaller towns and outside of the urban concentrations. He conducted a research where 

identified geographical concentration of the 18,985 ICT firms in the Netherlands. Many ICT 

firms preferred a location outside the large cities. There was also a tendency of spatial 

specialization in which large firms in general, are still located predominantly in large cities like 

Amsterdam. Hall (2006) has researched a successful ICT cluster formations. He stated that one 

of the best documented ICT clusters was formed in the North Jutland area of Denmark around 
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the capital of Aalborg. In 2006 Danish ICT sector consisted of four major segments: 

IT/electronics, telecommunications, broadcasting, information/entertainment. Unlike Sweden, 

which has Ericsson, or Finland, which has Nokia, Denmark has no dominant company. In 1980s 

North Jutland was characterized by traditional industries and some of the highest 

unemployment in Denmark. In 1990s there was a strong growth of IT services and components 

for the electronics industry. In that time the NorCOM association was founded. It was a formal 

association formed by some businesses and Aalborg University. That cluster included 35-50 

firms, 25 of which belonged to the NorCOM association. One of the main contributors to the 

growth was Aalborg University, since its capabilities in mobile communications research 

helped to bring R&D departments of several leading mobile companies to North Jutland. During 

1999-2000 there was 35-40 NorCOM firms, employing 4,200 people ï half the ICT 

employment in the region. North Jutland is currently recognized for its cross-sector co-

operation and numerous networks involving companies, schools, professional and industrial 

bodies, public authorities and Aalborg University. The second example of the successful ICT 

cluster that Hall (2006) mentioned was Finlandôs leading company Nokia and the ICT cluster 

that has grown up around it. Thanks to Nokia, Finland, a country with the few natural resources, 

achieved economic parity with countries like England, France and Germany. Unlike Finland, 

in eastern Croatia there is no so large and dominant company that could affect clustering around 

it. Furtherly, another thing helped ICT growth in Denmark and Finland. Initial cluster growth 

was stimulated by the establishment of the Nordic Mobile Telephony system in 1981-82. Hall 

(2006) also conducted a research about the current state of the Victorian ICT industry. Victoria 

is a state in southeastern Australia with a reasonably well developed ICT sector. There are 

several key research findings related to its ICT sector ï poor involvement of women in the ICT 

industry, competition from overseas ICT industries, the lack of an Australian niche in the global 

ICT, too many people with ICT skills who are unemployed and, on the other side, a deficit of 

specific ICT skills in the ICT industry. 

 

3. METHODOLOGY AND DATA  

For the purpose of this study the structure and growth of the companies and employees number 

from the group J62 - Computer programming, consultancy and related activities (according to 

NACE1 classification) will be analyzed. Data were collected by the Croatian Bureau of 

Statistics and the Financial Agency. Using web solution Poslovna Hrvatska (Business Croatia), 

where different data about companies in Croatia were collected by several sources, the 

information about all active companies and crafts in the group J62 (Computer programming, 

consultancy and related activities) were exported. On 31st March 2017, there are total of 4,998 

business entities that meet this condition. The exported file contains data about business entityôs 

name, place, ZIP code and county. From the web page of Croatian Bureau of Statistics the 

information about Croatian counties were collected in order to calculate the density of IT 

companies per area within the counties. For the purpose of visualization and data analysis, 

software Tableau was used.  

 

4. RESULTS 

The predominant part of the Croatian IT industry nowadays are small companies. According to 

Mesariĺ et al. (2014), in 2013 the number of companies with 1-9 employees amounted up to 

92.1% of the total number of companies in the ICT sector (companies within Group J ï 

                                                 
1 NACE 2007 (National Classification of Activities) has been in operation since 1 January 2008, and it defines 

areas, divisions, groups and classes of all economic and other activities. The European Community has introduced 

a statistical classification of economic activities under the abbreviated name NACE that began with the application 

on 1 January 2008 
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Information and communication were taken into account). According to the same research, the 

number of employees, as well as the number of the ICT companies in Croatia has been increased 

from 2009 to 2013. But what is the current situation in the local IT sector? The statistical data 

will be presented on the situation in the computer programming, consultancy and related 

activities of eastern Croatia, for the period from 2010 to 2014. 

 

 
Graph 2: Number of companies in IT sector (group J62) in the eastern Croatian counties 

(Authors, according to the Croatian Bureau of Statistics)  

 

From the Graph 2 it can be seen that all counties have a growth in number of companies in 

comparison to 2010, especially Osjeļko-baranjska county where the number of companies 

increased by 52%, and by 71% compared to 2008 (Bariġiĺ, 2016). It has to be mentioned that 

here are presented only results for legal business entities, while crafts are excluded since those 

data are not available by Financial Agency. 

 

 
Graph 3: Number of employees in IT sector (group J62) in the eastern Croatian counties 

(Authors, according to the Croatian Bureau of Statistics)  

 

The similar situation is with the number of employees in this group of activities. As can be seen 

in the Graph 3, the number of employees in almost all counties is increasing. According to 

Croatian Employersô Association (2016), in the sector of information and communication 














































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































